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The Paradox

I suspect that most nonprofit theatre managing directors have too much data, but simultaneously do not have enough really useful information for monitoring current performance. 

This data/information paradox is not unique to nonprofit theatre managers. Executives in all sectors of the economy confront the same issue. No matter the sector, it is always hard to find the time to sit down with a clean piece of paper and ask, “What do I really need to know?” A good deal has been written on this subject as it concerns private industry and various solutions have been proposed that go by such names as management dashboards and balanced scorecards.
 My presentation today will describe a possible solution to the data/information paradox for nonprofit theatre managers called a Key Data Report.
The Key Data Report

A Key Data Report should be very useful to managing directors, artistic directors, other theatre managers, and to boards of trustees. It is crucial that such a report be customized by the managing and artistic directors and the theatre’s department heads to include the types of information and level of detail appropriate to a given theatre’s actual facts and circumstances. That is to say, there is no universal right answer as to what should and should not be included in the report. It is therefore highly unlikely that any two theatres’ Key Data Reports will be identical and it also highly unlikely that a single theatre’s Key Data Report will remain static over time. 

Let me emphasize at the outset of my talk that I do not believe a nonprofit theatre should be run like a business. A theatre is not a business! On the contrary, I sincerely believe that dramatic art and artists are, or should be, paramount in the thinking, management and planning of a nonprofit theatre. 
But given the economics of live theatrical performance are so very difficult
, [they were bad enough prior to the current economic crisis and they are clearly worse now] it is vital that theatre managers, who have the responsibility for the fiscal stability of their theatres, have at their fingertips information that contributes to a full understanding of current operating results and whether a theatre is making progress towards its long-term goals and objectives. If this kind of report is successful it will serve dramatic art and the artists who work in our theatres. 

I hope my presentation will stimulate your thinking today and also a discussion in our industry in the near-future concerning two questions: What to measure and why? Because I hope this presentation can be the beginning of that industry-wide discussion, I invite you to ask questions and make suggestions for additions at the end of my presentation. 

The report that I will describe today is primarily based on my recommendation to a well-known LORT theatre, which I will call here The Arcadian Theatre Company. 
This kind of report is assembled from general ledger, box office and development software, as well as from other management reports prepared both manually and electronically. 

The fundamental task of a Key Data Report is to summarize what is most important about a theatre’s operations. It should ideally reveal what is being done well that needs to be continued and what is not being done well that needs to be improved. The report will probably be organized by general topic: contributed income, ticket sales, financial matters, and so forth. The finished report does not have to be a single document. There could be a Key Data report for contributed income, another separate report for ticket sales and so forth. In any event, the report should be published at least quarterly and preferably monthly.
So, where to begin? It seems to me the place to begin this kind of report and the way to focus on what is most important about a theatre’s operations is to look to its strategy. Strategy is a much-used word that tends to be used with little precision. I suspect if we were to ask ten strategic thinkers or planners for a definition of strategy, we would get back ten different answers. Well, I would like to be precise in my talk today. So let me give a two-minute summary of what I think strategy is. My definition depends on the work of Michael Porter of Harvard Business School and James Phills of Stanford Graduate School of Business.

Strategy for a Non-Profit Theatre:
· Is a plan for exploiting Competitive Advantage perceived and valued by buyers, when buyers are either ticket buyers or contributors of donated income 

· Is based on a clear understanding of both Mission and the Industry/Environment in which the theatre operates
· Results in very Specific Policies, Activities, and Resource Allocations, all of which seek to further the theatre’s competitive advantage in its environment
· Has as its purpose the achievement of superior economic performance so that the theatre may continue to fulfill its mission in the future.
Measures Directly Related to Strategy

Arcadian’s strategic plan made clear that art was to have primacy in the life of the theatre. It therefore followed that art should be the first major category of its Key Data Report. Of course, by its very nature, art itself cannot be quantified or measured, nor do I think we should we try to do so. Albert Einstein knew this, although he certainly was not thinking of the theatre when he said: “Not everything that counts can be counted.” 

While art ultimately counts more than anything else in most theatres, it would be both undesirable and foolish to try to quantify something so subjective. However, the level of artistic activity can be quantified and this seems like the right way to begin this report because it is consistent with my definition of strategy which said that a strategy must stipulate specific activities that create competitive advantage. 
Thus, the report begins with a summary of artistic activity including the number of: productions, co-productions, performances, workshops, and readings. There follows a second group of artistic activity data that focuses specifically on new plays. This group of data includes the number of plays commissioned; the number of plays commissioned and also produced; the number of world or American premieres; and the number of new plays produced whether or not commissioned. 

A third section of art-related information is devoted to the employment of artists, which the theatre hopes to enhance. This data speaks to specific policies and resource allocations the theatre has implemented that, like the previously mentioned artistic activities, are embodiments of its strategy. The focus here is on both the amount of work offered to artists and the level of artist compensation. 
Thus, this section of the report includes the number of Equity member-weeks paid, the average salary per Equity member per week, the number of weeks of rehearsal, the number of artistic staff members, the number of production staff members, the number of outside director fees, and also the average fee per outside director, the number of designer fees, and the average fee per designer.

For most items on the preceding slide and throughout much of the Key Data Report the time periods covered are typically the prior full year actual and the current year-to-date actual. Other time periods may be added, if desired, including: the second prior full year and the third prior full year. For some items one might also want to report the current year-to-date budget, the current full year budget, or the current full year forecast.

Next in sequence is a section that details the number of plays by genre.

That is: dramas, comedies, musicals, and classics.
Other ways to categorize plays (although not genres in the literary sense) might include small cast plays, star-driven plays, plays that focus on communities that are of interest to the theatre, plays that appeal to families with young children, or to college student audiences. Of course, a single play may fit in more than one category and should be counted more than once if appropriate.

Fifth under the general topic of art, we have a specific set of measures devoted to what might be called artist and board member interactions. I think every theatre needs to make sure that board members really understand what theatre artists do, the skill and the discipline required of them, and the sacrifice they make every day. This is quite consistent with a strategy that calls for artists to be at the center.
Measures that focus on artist and board member interaction include: the number of board members who are theatre artists; the number of artists attending board meetings as guests; the number of art-related presentations at board meetings; and the number of board members attending art education events (e.g. board members attending “meet and greets” or rehearsals.) 

Finally, there is an area of the artistic section of the Key Data Report relating the number of awards received by the theatre and the number of award nominations received.

Other Measures That Reflect the Theatre’s Strategy

The theatre’s strategy placed second greatest emphasis on increasing its interaction with the various communities in its geographic region. Thus, the Key Data Report next focused on Community Interaction and Involvement.
Measures here included reporting the number of community group sales events in the theatre; speaking engagements by artists and managers outside the theatre; and the number of special collaborations with other community organizations. For each of these event types, the number of attendees is also reported. The number of blog and other message postings is also given here. Other web traffic might be reported as well, including the number of web site visits and the number of page views.
An element of the community interaction strategic goal of the theatre was to increase its education activities for students and teachers. Thus, the number of events and attendees at 11:00 AM student matinees, pre-show workshops and teacher activities is given. Also, the number of students in groups attending 2:00 PM matinees is reported.
Also shown are the number of pre-show and post-show talks and the number of attendees for each. And finally, we see the number of teacher information packets prepared and distributed and the number of video guide titles prepared and distributed.

Next a section of the report is devoted to enhancement events for audience members other than students. This section includes: the number of pre-show talks, post-show talks, and symposia, as well as the number of attendees for each of those event types. 

Contributed Income
Contributed income is the third major section of this Key Data Report, after the first two sections, art and community interaction, both of which were directly related to strategy. 
Contributions from individuals are broken into two important subsets: trustees and non-trustees. The number of gifts and the average amount of such gifts for those two separated groups are reported first. The report then delves more deeply into donations from non-trustee individuals, giving special emphasis to subscribers because they are more likely to give and are more likely to give larger amounts than single ticket buyers. 
So next we report the percent of all non-trustee subscribers that make a donation and the average amount of such gifts. Taking this an important step further, we look at long-time subscribers separately. The hope is to make meaningful progress in this category of donor. We therefore next report the percent of all non-trustee 5-year to 9-year subscribers who make a donation and the average amount of those gifts and the same data is given for non-trustee subscribers who have subscribed for 10 years or more. 
There follows the total gifts and the number of donors in each of three categories (governments, corporations, and foundations). Four other items are presented thereafter: the number of introductions provided by board members; the number of cultivation meetings attended by board members; gala event net income; and finally, because relationship-building with major donors was deemed critical, a major donor being defined as one who gave $5,000 or more in the most recent year, the Key Data Report provided the percent of such major donors who attended five or more special events in the last twelve months. 
Ticket Sales
Ticket sales comprise the fourth major section of the report. Note that contributed income appeared prior to this data concerning ticket sales. This is consistent with a primary emphasis on art at the theatre and the belief that over-reliance on the box office may weaken artistic results. For five categories of tickets (subscribers, single ticket buyers at full price, single ticket buyers at a discounted price, group sales to students, and group sales to non-students) this report monitored the mix of ticket income, the mix of seats sold,  the percent of capacity paid by each one of those groups, and the average ticket price realized.

Other Ticket Information

Other ticket information includes: The number of subscribers; the average number of tickets purchased per subscription; the renewal rate for all of last year’s subscribers; the renewal rate of last year’s new subscribers; the renewal rate of new subscribers of two years ago. These latter two measures reveal whether the theatre is retaining its new subscribers, in effect whether it is keeping the new friends it makes, which is central to improving its overall renewal rate.

We also report the percentage of last year’s single ticket buyers who converted to subscription in the current year.

Finally, we report the average number of shows purchased by single ticket buyers; the number of guests accompanying subscribers; and the number of subscriber seats sold for each individual show in the season, because not all subscribers buy six shows. 
Another set of data that might be of interest, although I don’t show it here, is a summary of the number of tickets sold at a discount by type of discount and the ticket sales in dollars therefrom.
Efficiency
The fifth major section of the report deals with efficiency. The use of the word efficiency with reference to art and artists should put us all on guard. Great care must be taken not to encourage thinking in the theatre-making process that is antithetical to its spirit. Certainly, the phrase “efficient art” is an oxymoron.
The natural limits to increasing the efficiency of performing artists without adversely effecting quality was first pointed out by the economists William Baumol and William Bowen in 1966.
 Whether you are willing to risk the possibility of damaging artistic quality and integrity by even raising the subject of efficiency, I leave to you. In spite of this strong caveat, I do think it is possible and even desirable to talk about efficiency if you know who will use the data and how.
Let us begin with what for-profit industries call a “gross margin ratio.” 
Gross Margin Ratio

This concept is useful in the nonprofit theatre. Gross margin for a nonprofit theatre is total ticket income less three types of direct expense. Gross margin is important because it is the direct financial result of a theatre’s primary activity, the making of plays. In the nonprofit theatre, as in most if not all nonprofit fields, gross margin for the primary activity will usually be a loss. Whether loss or surplus, I think the gross margin needs to be continuously monitored and it needs to be managed.

Common Size Income Statement Analysis

A second means of thinking about efficiency is presented next: this is the calculation of each category of income and expense in the income statement as a percentage of total expense. This technique is called a “common-size” income statement analysis. It is very useful in identifying income statement trends over time for a single theatre and when comparing one theatre to another, assuming the theatres are of roughly similar size. The annual TCG Theatre Facts survey places considerable emphasis on this technique when reporting trends in our industry. Each one of the items shown on this slide is calculated as a percentage of Total Expense.
Two sections having to do with the mix of income come next. First, the mix of total income is examined by calculating all major categories of income as a percent of total income. Second, the mix of total contributed income is examined by calculating all major categories of contributed income as a percent of total contributed income.

The data on this slide and the preceding slide will highlight trends in and the relative importance of income sources and expenses over time. 
Measures of Marketing Efficiency
Thereafter, we have six measures of marketing efficiency. 
These include measures of:

· Subscriber renewal spending

· New subscriber spending

· Single ticket marketing

· Group ticket marketing

· Tele-marketing

· Total marketing

Another section of marketing-related data that might appear at this point in the report could list various special marketing methods that are used and measures of success of those methods. As an example, the number of on-line price promotions might be reported as well as the number of page views of those promotions and then the number and dollar value of tickets sold because of those promotions.
Development efficiency comes next: Here we report the ratio of total development expense to total contributed income. The ratio of tele-funding expense to tele-funding contributed income is also calculated.
Because labor is such an important part of every theatre’s budget, we now give thought to how to measure labor efficiency. An analysis of total wages in dollars is helpful, but it really does not give a complete picture. 
A so-called headcount analysis, which reports the number of names on a payroll register for a certain time period, is definitely not helpful because of the large number of casual and over-hire employees who work a very wide range of hours. 
As an alternative, we may wish to calculate a separate table in the Key Data Report that presents the number of employees in each major department expressed as the number of full-time equivalent employees. Full-time equivalent analysis requires analysis of payroll records in order to convert all employees who work less than full-time to their full-time equivalent by reviewing the number of weeks, days or hours that they work. Such analysis can shed light on issues of efficiency. Whereas total wages in dollars may rise due to inflation or due to the amount of overtime worked, an FTE analysis silences the impact of both inflation and overtime premiums. We can thus focus on real changes in the number of employees.
At this point, the theatre’s income statement has been given a thorough analysis. The sixth and last section of this report deals primarily with the balance sheet, a snapshot in time of the theatre’s financial position. The balance sheet is a most important financial document for managing any organization. Measures for evaluating the financial condition of a theatre by balance sheet analysis have been very well described by Patricia Egan and Nancy Sasser.
 Several of these crucial measures are calculated in the section of this report called Other Financial Measures of Importance. These include: the ratio of plant and equipment to total assets and to total net assets; the amount of working capital; the ratio of working capital to total operating expense; the number of days of expenses in cash on hand; the ratio of endowment to total operating expense; and the ratio of accumulated depreciation to annual depreciation expense.  

In Conclusion

As I said earlier, a Key Data Report should be of value to more than just the managing director, artistic director and other theatre managers. 
The board chair, the executive committee of the board or the board as a whole may also gain insights from this report. Now, there is a risk that some board members may focus on ticket sales or the various efficiency measures in the report to the exclusion of all other data and considerations. This would be most regrettable. Obviously, I cannot make a generalized recommendation on this point. The distribution of the report is a decision best made by each theatre’s management based on first-hand knowledge of board member personalities and inclinations. 
If some or all of the report is distributed to board members, information should be presented graphically whenever possible. Graphs will always make a Key Data Report more easily understood. I have prepared an electronic version of my recommended Key Data Report that I have described today in spreadsheet format and you will receive a copy in your post-conference materials. This should work well for you if you are comfortable looking at tables of numbers. If not, or if other users are not used to tables of numbers, use graphs. 
I recognize that many theatres lack the staff or systems to develop a complete Key Data Report similar to the one described here. That should not, in my opinion, prevent a managing director from conducting a kind of information triage: first, identifying, developing and monitoring those data deemed crucial; second, postponing into the future those items of interest that are of only secondary importance, and third, ignoring measures that are deemed not useful. Even if staff and systems are available to complete a report as large as the one I have presented, a report as comprehensive as this one may be too large for easy understanding. A perfectly satisfactory alternative would be to limit the report to five, or an even smaller number, of what are deemed the most critical measures in each major category (strategy, contributed income, ticket sales, etc.).
Consider that Albert Einstein actually had a corollary to the quotation that I mentioned at the beginning of my talk, that “Not everything that counts can be counted.” He also said: “Not everything that can be counted counts.”

You have to be selective. It has been my experience that very large organizations can successfully capture what is really crucial on surprisingly few pages. Some subset of the many data points I have mentioned in this presentation should resonate for you and your theatre and those are the ones to include in your report. 
Focus on what is really key and expend time and resources on that! 

In this Key Data Report, you will notice no emphasis is placed on day-to-day operational matters and measures. That is not to say that day-to-day considerations, for example box office reports or short-term cash projections, are not of great importance to management. Rather, the Key Data Report I present today consciously emphasizes matters of longer-term consequence, many of which are part of and consistent with the theatre’s strategic planning. A separate Key Data Report, one that focuses on short term measures and their near-term consequences, can easily be imagined, created and published as frequently as needed.

In closing, I believe theatre leaders ultimately must do three things: 
They must establish prioritized goals; act on those goals through policies, activities and resource allocations; and measure progress towards goal achievement. This third element, measuring progress towards goal achievement is what the Key Data Report is designed to do. Simply stated, I believe what gets measured gets done.

As I said at the outset, I hope that my presentation today accomplishes two things. First, that it stimulates your thinking about the vital information you need to monitor and make progress in achieving your theatre’s goals. Second, that it leads to some discussion and possibly some consensus about a list of key data performance statistics that should be added to the excellent annual Theatre Facts survey. Such additions to the survey would help establish industry norms or benchmarks for very useful comparison. Just one example of this would be to know across the industry and by budget group what percentage of the previous year’s new subscribers were typically retained. 
I believe Key Data and Key Data Reports have a role to play in moving any nonprofit theatre towards its specific goals and in moving the entire nonprofit theatre industry towards greater financial stability and artistic success.

Thank you very much.
� See concepts like Balanced Scorecard and Management Dashboards at: � HYPERLINK "http://www.hbsp.harvard.edu" ��http://www.hbsp.harvard.edu�; � HYPERLINK "http://www.mckinsey.com" ��http://www.mckinsey.com�; or � HYPERLINK "http://sloanreview.mit.edu/smr" ��http://sloanreview.mit.edu/smr�


� Nearly one-third of all Trend Theatres in the Theatre Communications Group’s Theatre Facts 2007 fiscal survey reported an operating loss. This was a significant improvement over the four prior years. Negative working capital continued to be reported by many theatres. Looking ahead, deterioration in 2008 and 2009 operating results and working capital is very likely.


� William J. Baumol and William G. Bowen, The Performing Arts – The Economic Dilemma, The M.I.T. Press, Cambridge, Massachusetts, 1966.


� Using the Balance Sheet to Diagnose Your Theatre’s Financial Health, Patricia Egan and Nancy Sasser, a monograph published by  Theatre Communications Group. New York, New York, 2003.) 
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