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RUSSELL WILLIS TAYLOR

Executive Director, English National Opera (until December 2000)

Incoming President, National Arts Stabilization (as of January 15, 2001)

Russell Willis Taylor, who becomes president and CEO of National Arts Stabilization (NAS) on January 15,
2001, has extensive experience as a director and management consultant in strategic business planning,

. financial analysis and planning, and all areas of operational management.

Educated in England and America, she gained a thorough grounding in the United States in university
administration and private sector fund raising, and served as director of development for the Chicago
Museum of Contemporary Art, before returning to England in 1985 at the invitation of the English National
Opera (ENO, or the Company) to establish the Company’s first fund raising department. In the four years
she served as director of development (she left the position in 1989), she was responsible for positioning
ENO in the front line of arts fund raising. During this time, Mrs. Taylor was a frequent lecturer at graduate
programs of arts and business management throughout Britain and also received the first Garrett award, an
annual recognition for one individual’s outstanding contribution to the arts in Britain. After 15 recipients,
she remains the only American to have received the award.

Mrs. Taylor has held a wide range of managerial posts over the past ten years, including non-executive
director of the advertising agency DMBB from 1989 to 1992; head of corporate relations at Stoll Moss;
director of The Arts Foundation; special advisor to the Heritage Board, Singapore; chief executive of Year of
Opera and Music Theatre (1997); judge for Creative Britons; and lecturer on business issues and arts
administration. She is currently on the boards of A&B (Arts and Business), Cambridge Arts Theatre, Arts
Research Digest, and SOLT (Society of London Theatre).

Mrs. Taylor rejoined ENO in 1997 as interim managing director at the invitation of the board. The English
National Opera was the largest pilot project in the United Kingdom’s Stabilization Programme, and Mrs.
Taylor assisted the Company in successfully completing the requirements of the Programme and clearing the
Company’s debts. Under her leadership, the Company has produced cash surpluses for the past three years,
following ten years of operating deficit positions. The Company has also successfully begun a restoration
of its theater, funded by government and private sector funds that will total approximately $60 million. Mrs.
Taylor has been the project leader on this historic restoration.

Following the appointment of Nicholas Payne as general director of the English National Opera, Mrs. Taylor
was offered the new permanent post of executive director, and has now been with the ENO a total of eight

years.
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The Sustainable Management of Arts Organization

Mrs. Russell Willis Taylor

Thank you for allowing me the honor of addressing the National Culture and Arts Foundation’s
International Symposium on Culture and Art. Before addressing the specific issues of how to
strengthen the management of arts and cultural organizations, I would like to give you a brief
history of National Arts Stabilization and describe our programs. This background will, I believe,
provide the context for how NAS has tested and worked with these management concepts.

National Arts Stabilization, founded as the National Arts Stabilization Fund, began over 30 years
ago as a program of The Ford Foundation in New York City. The Ford Foundation sought to
strengthen the financial capitalization and planning abilities of arts organizations throughout the
United States, first through the Symphony Orchestra Program, a decade-long program launched in
1966, and subsequently through the cash reserve and stabilization programs. These programs were
designed to break the inherent cycles of financial crisis that the participating organizations exhibited.
In addition, The Ford Foundation hoped to fuel sustainable growth in the organizations. In total,
the Symphony Orchestra program infused endowment capital of approximately $200 million,
including $80 million of Foundation funds and $120 million in matching funds, in 60 symphony
orchestras. Subsequently, the Foundation invested $30 million in 76 arts organizations through the
cash reserve and stabilization programs. Seventeen years ago, in 1983, the stabilization program,
consisting of a combination of grant making and consulting services, or technical assistance, was
deemed successful and National Arts Stabilization was spun off as a separate nonprofit entity with
founding grants from The Ford Foundation, The Rockefeller Foundation, and The Andrew W.
Mellon Foundation. Our mission is to strengthen both the financial capitalization and management

skills of communities of arts organizations and their leaders.

Since that time we have overseen the investment of over $50 million in long-term stabilization or
capacity building projects with 103 organizations in 8 communities across the United States. With
our focus on strengthening the leadership of organizations, we launched an executive education
program in 1997, which has served over 1,000 arts leaders in 22 communities.

If one’s mission is to strengthen management practices of arts organizations and their leaders, how
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does one define systematically what constitutes good management practice? National Arts

Stabilization has developed, over the past several years, a list of best practices for management
systems that we call Characteristics of a Sustainable Organization. = We built upon the work of
The Bay Group International, The Support Center, The Arts Council of England: Pilot Stabilisation
Programme Evaluation Report, and The Cleveland Foundation Civic Study Commission on the
Performing Arts to develop indicators of organizational sustainability in three areas: program and
audience, management and organizational health, and financial health. Broad categories of the

indicators include:

M Program and Audience

— Mission and programming

— Artistic environment and quality

— Audience participation and composition

B Management and Organizational Health

— Leadership, governance, and staffing

— Understanding of the external environment, competition, and market forces
— Planning practices, realistic strategy, and measurable goals

— Involvement in community

— Facilities and equipment

B Financial Health

— Financial systems

— Revenue generation, earned and contributed
— Strength of financial profile

There are myriad indicators listed in the complete document. The challenge we face with each
organization and with the national arts community is to identify which of these indicators are most
important to address both in the short term and the long term. For example, consider a theater
company that is noted for the quality and creativity of its work. Artists aspire to work in this
theater because the company is artistically adventuresome and will take risks. However, the
theater suffers from a lack of internal financial systems and a lack of working capital to meet
projected cash flow needs. The result here is as you would expect: the company, right up to the
artistic director, spends a significant portion of each day addressing cash crises. If these capacity
issues were strengthened, the company would be better able to focus on planning for future
productions.
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Another challenge in effectively using the indicators is to be sensitive to the fact that the
appropriateness of the indicators may vary based on the age of the organization, size of the
organization, type of organization (for example, opera, museum, theater or multi-disciplinary
organization), and culture (examples include differences between various nations’ tax laws, cultures

of personal versus public giving, and public policy).

On a national scale, NAS must stay closely connected to the industry we serve in order to identify
where we can be of the best help by developing executive education opportunities to address issues
faced by significant numbers of managers nationally. Programs offered to date address analysis of
the competitive environment, or organizational strategy, and how to manage and implement change.
Programs in development include governance and strategic alliances. All of these programs
address issues identified during 18 months of research of managerial needs articulated by arts

organization managers, grant makers, and public officials.

How does National Arts Stabilization help organizations define and build a systematized
management structure? NAS’s approach is always community based. We feel strongly that there
are benefits to working long term with several organizations in a given community. Benefits
include the organizations’ ability to learn from each other, the convening of funders in the
community around a program that rewards good management, and the increased visibility of the

organizations as the community celebrates their successes.

Let me describe what we have come to call stabilization projects. A community approaches NAS
with a desire to strengthen a group of organizations. Inherent in the discussion is the belief that a
well-managed and well-capitalized organization provides an environment conducive to producing
great art and better serving people in their communities. There are many local conditions that
contribute to the desire to engage in a stabilization project. Some examples are recurring cycles of
financial crisis, disappearance of funding sources, growth in population that fuels growth in
organizations, or a desire for organizations to achieve their full potential in delivering services to
their community. A consortium of funders donates a pool of funds, whose size is determined by
the number of participant arts and cultural organizations and their budget sizes. The pool of funds
is used both to make multi-year grants to the organizations and pay the cost of long-term technical
assistance from NAS and its consultants.

Once a stabilization project is funded, NAS begins the process of analyzing the existing

management and financial structure and agreeing with the client organization on appropriate
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consulting assistance. We use three types of analysis or assessments of the organization to provide
baseline information, and highlight key issues and capacity gaps that an organization should
address.

The assessment process establishes a partnership between the organization and NAS by promoting
an open dialogue between NAS staff and consultants and the organization’s staff and board. The
assessments are completed after extensive on-site meetings with key board and staff members and
members of the larger community, and review of internal and external systems and documents.
The resulting reports become the basis for a work plan for the organization.

During the creation of the organization assessment NAS:

B ]earns about the organization’s practices and systems;

B identifies the organizatioh’s key issues;

B learns about the organization’s goals and helps them identify the knowledge and skills that will
assist them in achieving those goals;

B analyzes the organization’s environment;

provides an outsider’s perspective; and,
B provides a basis for comparisons within the context of the organization’s discipline as well as

their local environment.

The financial assessment provides a six- to eight-year financial profile for the organization. The
profile highlights changes in the capitalization of the organization. The study compares
capitalization trends against potential benchmarks. Samples of NAS financial benchmarks include
working capital and endowment targets. In addition, we profile trends in revenue sources and

functional expenses.

NAS completes a separate information technology assessment because each organization has
specific needs, and technological challenges often hinder capacity for change. The technology
assessment focuses on hardware, software, communications, Internet connectivity, database, and
office productivity applications. The assessment provides the organization with an external view
of its current state of information technology systems. In addition, NAS assists the organization in
defining both long- and short-range needs and makes recommendations, in the form of a phased
technology plan, to bring the organization to a standard level of technology crucial for effective
operations. This standard level includes an effective internal accounting system, an effective and
usable database for marketing and fund raising activities, and adequate hardware and software to

perform everyday office functions.
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Once the assessments are completed, NAS and the leadership of each organization develop a work
plan to use as a roadmap for the organization. We work with the organization to establish a
process and timeline to address their near-term issues. This work plan acts as a contract between
the organization and NAS to address the most important issues that the organization must face.
On-site technical assistance and telephone support follows. NAS uses a combination of staff and
consultants to provide the best mix of experience and expertise. Depending on the needs and
internal capacity of the organization, potential areas of technical assistance include governance,
finance, long-range planning, information technology, audience development, and revenue
generation.

Grants are made to the organizations over several years as a reward for achieving specific financial
and managerial benchmarks. Participants in the stabilization projects are demonstrably better
capitalized and managed at the end of the project. The graphs in the handout materials
demonstrate the improvements in working capital and endowment during and after our work in each
of the sites. The improvements and changes in management are not so easy to graph. NAS is in
the third year of a four-year research project designed to create a mechanism to define and measure
changes in management strength that have a direct relationship to the consulting provided to
achieve the defined goals of a program. National Arts Stabilization will host a meeting in the
fourth quarter of 2001 to disseminate the findings.

In an effort to distill what National Arts Stabilization has learned in its work in stabilization and
capacity building during the past 17 years, I offer you the following:

Results take a long time.

Programs need to be rooted in the community.

Organizations must be ready to recognize and work on their real challenges.

Grant makers have to commit to the process.

Grants and technical assistance are a powerful combination.

Group learning can be effective and efficient.

A well-capitalized organization can manage risk better.

Successful technical assistance includes both technical expertise and facilitation skills, and
should focus on the most critical issues.

A financial focus is not enough. We must be able to address the broad array of organizations’
needs.
M It is more costly to work with smaller organizations than large. Some organizations are too

small for this approach to be appropriate.
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HYPOTHESES FOR THE CHARACTERISTICS OF A SUSTAINABLE ORGANIZATION

The National Arts Stabilization Research Project is developing a methodology to measure the
impact of arts stabilization and capacity building programs. Stabilization and capacity building
programs are based on the premise that the process that participating arts organizations go through
has a positive and long-term impact on both the arts organizations and the communities they serve.
The arts organizations are stronger in financial health and management and organizational health,

and, as a result, their program and audience components are stronger.

The project will test a series of hypotheses about the characteristics that enable an organization to
adapt to, and successfully change with, evolving circumstances. The characteristics represent a
broad range of factors that contribute to sustainability, and they will be tested in a diverse set of arts
organizations. We do not expect that any one organization will meet every one of the

characteristics, nor do they have to in order to be sustainable.

PROGRAM AND AUDIENCE

4. Mission and Programming - A sustainable organization accomplishes its artistic mission and
programming by:

4.1. Articulating a clear, concise mission that is understood by all key constituencies and approved
by the board.

4.2. Having programs that support its mission.

4.3. Responding to changing circumstances without losing its focus on its mission.

5. Artistic Environment and Quality - A sustainable organization supports and nurtures the
environment in which art is created by:

5.1. Achieving its goals for artistic quality and creating programs perceived as quality by the
constituents in the community it serves.

5.2. Creating an environment that attracts, sustains, and develops artistic talent.

5.3. Managing its programs’ financial and human resources so that the expense budget is achieved.
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6. Audience Participation and Composition - A sustainable organization is able to balance the
availability of its artistic programs with both the public demand and available resources by:

6.1. Setting targets for audience levels and public participation and consistently meeting those
targets.

6.2. Achieving a balance between mission, public demand for programs, and limited resources

when determining programs and services.

4. FOR ORGANIZATIONS WITH RELATED MISSION OR STRATEGIES ONLY

Hypotheses listed below apply only if they are in accordance with the mission or defined strategies

of an arts organization.

4.4. Recognizing and encouraging local art.

4.5. Employing calculated risk by encouraging new ideas through research and development and
producing projects that are artistically adventuresome.

4.6. Diversifying its audience by building new constituents.

MANAGEMENT HEALTH

6. Leadership, Governance, and Staffing - The leadership, governance, and staff of a sustainable
organization work together to achieve the mission by:

6.1. Having a majority of board members who make the organization a personal priority for their
time and support, and who represent it actively in the community.

6.2. Including board membership that represents the constituencies served.

6.3. Operating with a board structure and procedures that serve the organization.

6.4. Supporting an executive leader who guides the organization to the achievement of its goals.

6.5. Understanding staff requirements for accomplishing the organization’s mission and having in
place a supportive work environment (“staff” includes artistic and management).

6.6. Defining roles and responsibilities, and effective lines of communication among staff,
volunteers, and board members.

6.7. Having strategies for succession of key leaders in place.

7. External Environment, Competition, and Market Forces - A sustainable organization responds
to the external environment, competition, and market forces by:

7.1. Understanding the key environmental forces affecting its market.

7.2. Defining and regularly monitoring its audience, donors, suppliers, and existing and potential
new competitors or substitute providers.

7.3. Identifying its competitive advantage and developing an effective strategy to capitalize on its
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market strengths.
Communicating with its constituents in such a way that they are regularly and consistently

informed of the organization’s vision and its activities.

8. Planning Practices, Realistic Strategies, and Measurable Goals - A sustainable organization
operates with a long-term strategic vision that is developed by:

8.1. Regularly setting realistic goals and consistently achieving them.

8.2. Addressing the natural tension between desired program output and financial constraints.

8.3. Identifying expected outcomes of plan strategies and developing procedures for ongoing
evaluation of their achievement.

9. Involvement in the Community - A sustainable organization becomes a vital and integral
component of its community by:

9.1. Collaborating with other organizations to carry forward its artistic mission.

9.2. Collaborating with other organizations to strengthen the community culturally and
economically.

10. Facilities and Equipment - A sustainable organization maintains appropriate facilities and
equipment by:

10.1. Ensuring adequate facilities and equipment, rented or owned, for both the artistic mission and
staffing needs.

10.2. Using computer technology appropriate to needs.

10.3. Maintainihg facilities and equipment and upgrading them on an ongoing basis.

10.4. Defining long- and short-term facilities and equipment needs and allocating resources to meet
those needs.

FINANCIAL HEALTH

4. Financial System - A sustainable organization maintains an effective financial system of
policies, procedures, and practices by:

4.1. Employing financial management systems that use appropriate controls and produce useful and
timely information.

4.2. Preparing and using accurate and complete budgets that are balanced and realistic.

4.3. Employing investment practices that ensure prudent management of funds for the short and
long term.

4.4. Demonstrating cash flow management expertise.

4.5. Having adequate staff and systems to achieve the above.

85



BEUICHIIESRR, o (L1t A8

Tnternational SRR RN

PRARSLE

Ou CULTURE And ARTS in Resource

4.6.

5.1.
5.2.
5.3.

6.2.

6.3.

Management
Having adequate insurance to protect the organization’s assets.

Revenue Generation, Earned and Contributed - A sustainable organization generates revenue
by:

Having a diverse base of sustainable support.

Strengthening relationships with audience and funders over time.

Generating revenue in a cost-effective manner.

Strength of Financial Profile - A sustainable organization strengthens its financial profile by:

. Defining current and future financial needs and showing a pattern of allocating resources to

support the artistic strategy.

Maintaining adequate resources to meet cash flow needs, fund planned growth, and invest in
desired risky artistic ventures.

Having annual operating surpluses after depreciation expenses are deducted.
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