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THE TOPIC, AS STATED

| don’t bring any special experience to the question of how the position of managing director is likely
to change in the future. My only claim to the topic is that I've spent a good deal of time thinking about
it. In my current job it's what I'm paid to do.

Many of you may be interested primarily in how the job description is changing in relation to the
artistic director, department heads, and the board. Framed this way, it's difficult, perhaps impossible,
to know what the future will bring. These relationships are in flux, with some theaters considering
whether the management leader should have a development or marketing background rather than a
general management perspective and others even doing away with the position altogether.
Sometimes the management leader is something like a producer, and sometimes she is more like the
head of a business affairs operation. In thinking about how these relationships will be sorted out over
time, | only have preferences. With respect to predictions about these relationships | have little to say,
and am certain only about this much: few organizations as complex as theater institutions can
function effectively with only one person in a position to exercise leadership, so it makes sense that
theater institutions should need at least two. The relationship between these two people hinges on
whether the artistic director sees him or herself primarily as a studio artist or primarily as an
organizational leader. The trends in this respect are unclear and perplexing, so the only aspect of this
I'm sure about is the point | already made: the skill sets needed at the top of these very complex
organizations are too varied to expect from a single person, and theater institutions generally will
continue to have leadership structures that include two or more people, regardless of how their duties
are distributed.
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THE TOPIC, RESTATED

This point shows the way to a modest amendment to the question that is today’s topic: what
additional skill sets will be required of theater leadership structures in the future? This can be a more
fruitful way to define the topic, because there’s a framework for talking about it and reaching
conclusions with some degree of confidence. I'll explain my thought process in a bit, but first, here are
my conclusions about the additional skill sets that will be required in the leadership of our theaters in
the future.

First, theater leaderships will have an enhanced ability to manage change productively, in order to
build a bigger capacity for adaptation. To manage organizational culture so that stability and creative
flexibility can be valued equally is the last frontier in the development of our work as a profession. This
will involve the ability to share information and decision making more broadly than before, and to
manage disagreement and conflict in more supple and productive ways.

Second, theater leaderships will have an enhanced ability to function in a data-driven world, through
more aggressive collection of data and more systematic analytical processes. These analytical
processes will be informed by enhanced familiarity with the concepts and methods of economics,
psychology, and sociology that help us understand the behavior of organizations and groups.

Third, theater leaderships will have an enhanced ability to persuade through the power of ideas and
cogent argument, relying less on the authority of position. This ability will be engaged both internally,
as decision-making is more truly shared between and among executives and board members, and
externally, as leaders take more responsibility for influencing the direction of the field as a whole. This
will be the most visible change, as theater leaders become thought leaders for the field, participating
in a marketplace of ideas that now is inhabited almost exclusively by funders, GIA, and an emerging
class of aspiring cultural policy makers in academia and the blogosphere. | loved seeing Michael Maso
engage with Diane Ragsdale about the role and responsibilities of institutions after last summer’s TCG
Conference, because that’s the kind of thing | foresee occurring on a more regular basis.

I've summarized these conclusions very briefly here, in the interest of time, but don’t want to minimize
them on that account. Indeed, it's worth noting that the variety of changes in practices, attitudes, and
budget allocations associated with these developments will be significant. For this reason, it's
important for me to explain how | reached these conclusions so that you can judge them for
yourselves.

PROBLEMS SOLVED AND PROBLEMS UNSOLVED

| once heard a smart Harvard professor say that every great industrial innovation has had more impact
in its second 40 years than in its first 40. Apparently, industry leaders find ways in the second 40 years
to solve problems that seemed intractable while the innovation was getting itself established on solid
ground. This way of looking back on the phenomenon of the nonprofit theater institution seems
instructive. For one thing, the idea of an institutional meeting ground for artists and audiences is one
of the true innovations in the history of the art form. For another, given how much energy, sweat, and
money has been devoted to establishing the institutions with some degree of stability, it seems
bizarre to think of their futures in any other way than capitalizing artistically on the strength they've
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built. They are here to stay, and those who think otherwise aren’t thinking clearly. The only question
worth thinking about is what role theater institutions will play in the larger theatrical ecology.

| place the beginning of my 40-year timeline in the mid-1960s, despite the fact that the regional
theater movement began earlier. The founding at that time of what Joe Zeigler called ‘oak tree’
theaters like the Guthrie, the Taper, and Seattle Rep coincided with big developments at previously
established ‘acorn’ theaters like the Alley and the Arena to give substance to the vision of regional
theaters as institutions, which had not been essential to the regional theater idea. ! They, and all the
rest, were created to solve two big problems that emerged during the previous 40 years. At the
pinnacle of the Broadway system, in the 1926-1927 season, there were more than 250 productions,
including just shy of 200 new plays. That peak of activity fell off during the Depression and World War
I, and by the 1950s it had declined by roughly 80%. The national touring distribution and stock feeder
systems collapsed with it. Thus the two problems that combined to justify the need for nonprofit
regional theater institutions: people in towns across the country no longer had access to professional
theater, and the total volume of work was insufficient to enable a critical mass of professionals to
make a life in the theater.

Today, the problem of access to quality theater productions is almost completely solved, with a
decentralized network of independent institutions, alternative theaters, and touring presenters
providing a broad variety of experiences to populations just about everywhere, with an impressive
degree of stability. This makes a look back at the composition of the 1926-1927 Broadway season
interesting; it allows us to compare what we have now with what the Broadway system produced at
its peak. The 263 productions that year included crowd-pleasing musicals and comedies, to be sure,
but what outstanding shows they were: Show Boat, Strike Up the Band, and The Royal Family, among
others. But it also included four plays by Shakespeare, The Plough and the Stars, The Brothers
Karamazov, An Enemy of the People, The Doctor’s Dilemma, and even Danton’s Death. This slate sounds
much like a regional theater season to me, and | go so far as to say that were Broadway still able to
deliver this sort of work to audiences around the country, there would have been little need for the
giant national and local investments required to establish our nonprofit theater institutions. Or to put
that another way, our institutions were started with the aid of revolutionary fervor, but in retrospect it
looks to me as if they function as replacements for what Broadway once was rather than alternatives
toit.

Our success in solving the problem of sustaining a critical mass of professionals is more mixed. There
are more productions, including of new plays, than ever before, and the number of opportunities to
work in them therefore is very high. But that’s in the context of a freelance environment very different
from the steady employment and opportunities to develop as artists that was hoped for at the
beginning of the regional theater movement and is largely missing today. In this respect, the
institutional theaters have been an imperfect replacement for the Broadway system as it once was,
because even though it was a freelance environment, too, there was much more community and
continuity of artistic association than now. Succinctly stated, the problem is that theaters generally
take little, if any, responsibility for developing the talent they will come to depend on. This makes

! Joseph Wesley Zeigler: Regional Theatre: The Revolutionary Stage (Minneapolis: University of Minnesota Press,
1973).
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understandable economic sense in the short-term horizons most managements live in, but it clearly
will be self-defeating in the long run. Few artists now have what came to be called an artistic home,
and of course that became a tarnished term because it was used as ammunition in a blame game. The
blame game is unhelpful, because the whole system is at fault. Even more important, the blame game
is unhelpful because it obscures a correct framing of the problem and therefore diverts thinking away
from solutions. The reality is that making a life in the theater is very difficult for the vast majority of
artists, including a great many of those whose talents sustain the institutions’ work on a regular basis.
What would be much more helpful than the blame game is the realization that the difficulty of making
a life in the theater is a problem in which the theaters have a powerful, self-interested stake.

PROBLEMS TO BE SOLVED IN THE NEXT 40 YEARS

This, then, is the first of four problems that have emerged during the 40 years that began in the mid-
1960s and are now clearly recognizable. From today’s perspective, these problems seem as intractable
and daunting as the demise of the entire professional theater system must have seemed to Nina
Vance in the 1950s. But what | want to emphasize is that these problems will be solved in the next few
decades, regardless of whether theater leaderships influence the solutions instead of waiting for
funders and self-designated cultural policy-makers to fashion them. If theater leaders do participate
effectively, it will be because they have accumulated the needed skill sets.

The first of these problems, as | said, is whether a theatrical profession will survive to practice the art at
a high level of skill, or if the art form will become, once again, an amateur pursuit. Please understand
that | believe amateurism—doing something for the love of it—is a noble thing, and | cast no
aspersions. But theater-making started aspiring to a higher level of skill through professionalism in the
time of Shakespeare, with hopes for full-time occupation to lead to greater precision in performance
and deeper insights into meaning. In their landmark 1960s work that established the economic basis
for philanthropic support for the professional performing arts, Baumol and Bowen warned that if
philanthropic support didn't keep up with an ever-rising income gap, we would begin to see cuts in
the quantity or quality of output, or a rising tide of amateur practice. > We've actually seen both, with
artistic deficits such as fewer productions of large-scale work, declining cast sizes in new plays, and
fewer scene and costume changes. But we've also seen a re-emergence of the starving artist as a
romantic image, the validation of employment for little or no pay by grants no longer tied to artist
compensation, and the attempt to confer respectability on unpaid employment by the creation of
books and papers glorifying something called the pro-Am movement. This movement is perversely
defined as amateurs working to professional standards, when it clearly functions to co-opt the label of
professionalism by bringing the standard of work down to the level that amateurs can achieve. If
artists are willing to work for free, there will be producers willing to employ them for free. Because
some of them do very interesting work, funders are becoming accustomed to obtaining rewarding
artistic results for relatively small sums, and the price of producing is driven down to the level
affordable only to those who are willing to make their living some other way. And so we're seeing a
vicious cycle of decline, in which people are forced to choose between their pride in being
professionals and the ability to rehearse and perform regularly. And of course they are willing to work
for free, because the drive to perform is part of their nature. They thus become the first and most

2 William Baumol and William Bowen: Performing Arts, The Economic Dilemma (New York: The Twentieth Century
Fund, 1966).
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active members of a conspiracy of convenience that includes their unions, producers, and funders.
Everybody laments it, but no one moves to break the cycle. If the cycle isn't broken somehow, the
amateur ideal will take hold and the concept of a profession will become empty of meaning. Already,
young artists doubt that it will be possible to make any sort of a living in the theater, and it won't be
long before doubt turns to certainty. One way or the other—via concerted action or continued
inaction—this question will be resolved in the next decade or two. And it's important to make this
distinction: it's the profession that’s in danger, not the art form.

The second question that will get resolved in this 40-year period is the deteriorating economic
structure of the industry, which is the result of over-population due to a high rate of new entrants and
a low rate of exits. Rocco Landesman did us a huge favor when he said there are too many theaters,
because he was the first official with a pulpit to give this problem a name.® But it is a problem that
isn't specific to the theater or the arts; it's true in many corners of the nonprofit sector. Here are three
numbers to illustrate this issue, from a 17-year period that almost certainly is representative of the
entire 40 years since the mid-1960s.* Between 1989 and 2005, total revenues for the nation's nonprofit
arts, culture, and humanities sector increased by 162%; that's a compound annual growth rate of 5.8%,
an enviable record by the standard of most industries. But the population of organizations in the
sector also increased by 137% (to a total of 29,000), undeterred by a recession and the massive
dislocation of philanthropy after 9/11. After factoring out inflation, the average revenues per nonprofit
arts and culture organization were 16% smaller at the end of this period than at the beginning, with all
that says about declining purchasing power and reduced capacity to make or present culture. This
outcome was the direct result of an expansionist policy adopted by the most influential funders in the
1960s, when lack of access to art was the national problem, and that policy has never gone away. As
an industry we have used - and still use - increasing revenues to create new organizations rather than
to enhance artistic capacity in existing organizations. Put yet another way, we're accepting cuts in
artistic capacity—artistic deficits—for the sake of new organizations coming into an already crowded
field. While continuing to see the arts through an expansionist lens, big foundations long ago began
to see that substantial new investments in the arts were unlikely to yield advancement of the art form;
the problems just seem to get bigger regardless of how much money is put into play. Finding some
means of restraining growth in the population of arts organizations in order to focus resources on
growing their artistic capacity is becoming increasingly necessary — a new national policy, in effect. But
the problem at the moment is that no one knows how to do it, or even to begin a conversation that
might actually get somewhere. As our friend Marian Godfrey has said, a new policy is needed but the
foundations that helped build the field and now agree that it is overbuilt won't cut it back because
that's “just not philanthropic.”” The NEA can't do it, either, and it could tear the national service
organizations apart if they were to take the lead.

However the rationalization is accomplished, it will have at its center a clarified role for institutions and
a revised funder outlook about them. The institutions are not just here to stay; they possess the bulk of

* Widely-reported remarks at an Arena Stage conference, January 2011.
* Data compiled by Hannah Grannemann from the National Center for Charitable Statistics database in 2007.

> Yale Theater Ma nagement Knowledge Base: The Ecology of Culture — A Conversation with Marian A. Godfrey
(2010).
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the field's capacity to deliver culture to audiences. That capacity has been purchased at too high a
price to walk away from, so a renewed artistic leadership role for institutions will receive support when
the institutions re-claim it.

The third big question that will get resolved is board responsibility for mission drift, which seems to
occur especially at times of leadership succession in what is now a well-recognized pattern. Boards,
even those that include accomplished corporate executives who fully understand the value of distinct
brand identity, frequently make the mistake of choosing leaders who will move organizations in new
directions instead of strengthening the existing directions that have made them successful. This
tendency can and will be overcome, because it must be. Boards in other values-driven fields are good
at putting high value on the aspects of their organizations that make them distinct, so theater boards
can be, too. There's some crucial piece of understanding that seems to be missing, and once it's found
the way will be clear; it may have something to do with a false impression that the mission is "owned"
by the staff leaders rather than the board.

The fourth and last problem that will be solved in coming decades is the lack of a coherent policy
process. The expansionist policy that emerged in the 1960s was easy to put together compared to the
situation we have today. Then it only needed Nelson Rockefeller, the NEA chairman, Mac Lowry, and a
few other foundation executives. And all of those policy makers chose at that time to take their advice
about specific priorities from leaders of institutions in the field. Today, no small group of decision
makers could possibly move this rock; their levers are not nearly big enough. Today we don't know
where the table is, let alone who is, or should be, seated at it. We know who wants to run it, though:
there is an emerging class of self-appointed cultural policy makers in and around Americans for the
Arts, in the blogosphere, and in academic arts administration programs, who aspire to design the
future. And we know that leaders of theater institutions aren't part of that conversation.

COMING FULL CIRCLE

What additional skill sets will theater leaderships need in the future? They will be built on top of an
accumulation of skill sets over the previous 40 years—that is quite clear. First, theater leaders learned
how to run production operations. Then they learned from Danny Newman how to sell subscriptions,
and from that elementary base of understanding they developed a sophisticated marketing capacity.
Then they learned how to raise money from individuals and other sources outside the NEA and the
usual foundation suspects, and to build boards and sink relationships deep into their communities.
Then they learned how to manage balance sheets, to build assets as well as balance budgets. Then
they learned how to do big capital campaigns, create signature buildings, and grow their
endowments. And along the way, they learned how to make successful alliances with other theaters
and producers. There's only one remaining skill set that competent leaders need, and that's the ability
to manage organizational culture so as to build a greater capacity for creative flexibility and adaptive
change. This capacity, in turn, depends on a deeper familiarity with the concepts and vocabulary of
social science. The process of adding that skill set is already underway; the management toolbox will
then be complete. Beyond that essential management skill, the other remaining challenges won't be
at the local level; they'll be at the field, or industry, level. These will be political skills in some ways,
exercised individually and as a profession to actively influence through leadership and the power of
ideas how the field's future will unfold.

Page 6 of 8

Do not copy or distribute without permission.



THEATER MANAGEMENT KNOWLEDGE BASE | YALE SCHOOL OF DRAMA

Q & A FOLLOWING THE TALK

Q: Reynold Levy has been talking about the need for new business structures to replace what he calls
the nonprofit model. What's your reaction to that?

A: There’s lots of talk out there about so-called hybrid entities that combine some aspects of for-profit
and some aspects of nonprofit. | generally think this is a waste of energy, because | can’t imagine that
the choice of legal form for a theater enterprise will have much influence over its success or failure.
The underlying economic forces described by Baumol and Bowen apply to theater enterprise
regardless of how it's organized legally. People who think that the problems of financial limitations
and artistic deficits will be fixed miraculously by changing from a 501(c)(3) to some other legal form
seem to me to be engaged in a version of denial.

Q: It sounded as if you believe that theater managers should move beyond the boundaries of their
institutions to become more active in the field as a whole. Am | interpreting you correctly?

A: Yes, that's what | believe. | wouldn’t phrase it as “moving beyond,” though; it seems to me that it's a
matter of enlarging one’s understanding of the range of issues a leader needs to embrace in order to
represent her institution’s interests. The fact is that some of the barriers that stand in the way of an
individual institution’s progress are located at the field, or industry, level rather than within the
institution itself.

Q: | remember how important the Baumol & Bowen book was in the 1960s, but | haven't heard it
talked about much in recent years.

A: It seems bizarre that this foundational text is no longer in print, and that its lessons are being
routinely ignored. The data sets that were assembled during the research are 50 years old, of course,
but the economic frameworks based on the data are no less valid today. The consequences of
ignoring them are big: having insufficient resources to maintain artistic capacity leads to artistic
deficits, and the organizations that absorb artistic deficits in order to make payroll are criticized for not
providing artistic leadership to the field.

Q: You talked about the difficulties artists have in pursuing a life in the theater, and how theaters need
to do more to tend to their development as professionals. What about managers and their career
paths?

A: The general observation is that theaters generally don't have the capacity to assume responsibility
for development of the talent on which they will depend. Counter to conventional wisdom, this
observation applies as much to management talent as to artistic talent. The career path for
advancement from entry level management to leadership used to be quite clear, as early-career
people initially served time with a more experienced manager as something like associate managing
director. Former Center Stage Managing Director Peter Culman was a champion at this. But that
position doesn’t exist in most places anymore, and the career path to leadership for people with a
general management perspective is no longer clear.

Q: You didn’t mention as a problem the lack of diversity in LORT leaderships, but LORT has just
established a task force to study the problem. How do you think about this?
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A: Yes, it's a problem—an important one. | don’t mean to minimize it at all when | say that the long-
term solution to it lies within the need for theaters to take responsibility for developing the talent on
which their futures depend. In the short term, | hope the LORT task force can generate some progress
in leadership hiring, but | don’t think that progress will be as deep and far-reaching as we’d like until
there are clearer career pathways to lure and keep talented people.

Q: Your emphasis on containing the growth rate in the population of theaters seemed to say that we
couldn't build field revenues. Wouldn't that be a possible solution to the problem?

A: | do think we would see revenues build if there were a stronger pattern of differentiation among
the theaters. It's well known on a general level that lack of differentiation tends to drive down prices,
including grant amounts. However, the difficulty of differentiating rises proportionally with crowding
of the population, so crowding not only cuts the PIE into smaller slices but also tends to make the PIE
smaller to begin with. | would say that lack of differentiation is the real problem, driven by over-
crowding and by mission drift.

Q: I'm not sure | follow your emphasis on mission drift as a bad thing. In my theater’s case, the mission
has evolved over the decades in ways that seem critical to the success it has achieved.

A. Though generally | would say that missions ought to be relatively unchanging, | would never argue
that they should be immune from re-evaluation. Mission-drift becomes a problem within a theatrical
ecology when different theaters evolve in the same direction, becoming more alike. Lack of
differentiation has real economic consequences for all theaters in a given ecology, with negative
implications such as declining artistic capacity. Put another way, overcrowding would not be hurting
the field so much if it hadn't brought duplication with it.

Q: I might be even more pessimistic about who can drive the agenda. LORT works to keep minimum
wages and benefits low. TCG prospers in part on growing its membership. When | think about these
challenges, Pogo’s discovery of the enemy comes to mind.

A: Tackling the overcrowding and professionalism issues would create real institutional challenges for
TCG, LORT, and any other existing organization designed to represent the field broadly. These issues
require leadership, which would imply change, which could be threatening to, or even inimical to the
interests of, some members. Any group that attempts to tackle these would have to be made up of
people who want to move the field beyond the present “state of the world,” and who could do so
ethically within the duty they owe to their stakeholders.
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