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Introduction

With various reports suggesting that the UK is sluggishly coming out of recession and
that the global economy is starting to slowly recover, we question the practical
implic ations this raises for the arts and the businesses that work closely with them.

Complementing the previous surveys we conducted (August 08, November 08, April
09), we are continuing to temperature test the market in order to assess the trends that
have arisen as a result of the recession and how they can be addressed, by offering
some practical advice to support arts and cultural organisations across the UK.

The key issues revolve around the increasing demand for arts services but the
difficulty in providing the supply due to the increasing challenges of securing external
(public and private) funds, which massively contribute to the survival, health and
quality of the cultural sector in the UK.

This report presents attitudes from both the arts and business sector s, collated
through our surveys and in -depth interviews and cross - referenced against each other
in order to identify where their views align, where they diverge and what this means.
This analysis is contextualised with an overview of the economy and compa red
against similar surveys looking at business performance and priorities overall (not

just in terms of arts engagement).

What we distinguish here is the difference between the recovery of the economy in
purely financial terms and the actual day -to-day effects this will be having on the arts
and those that support them | how long is it likely for these impacts to continue for?
Ranging from figures on performance indicators for the arts to practical suggestions
for increased and diverse income sources, this report provides invaluable insight into
the current cultural landscape and the priorities of businesses .
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Headline findings

Arts :

e Attendance levels are still maintained for the majority (close to 70%) of arts organisations (though
more have experienced a decrease this time round thanin April 09).

e Overall, private investment has gone down for an average of 56.4% of arts organisations, with
business investment alone down for close to 70%.

e More organisations experienced a decrease in business investment in July 09 than in April 09,
however the difference is not massive.

e Some businesses are not renewing contracts, but others are signing up, though for less money
(sothe ask is less concentrated).

e On average, arts organisations expect the recession to continue impacting on their fundraising
efforts and success for another 22 months (up until 2011), with the most pessimistic expecting this
to last another 5 years.

e Increasing fundraising activities is still the most popular res ponse to the recession; scaling
back projects and investing in marketing & technology w ere the second andthird most popular
in respect (the latter was a new addition to the list of options).

e Many organisations still consider the Olympics to be a further barrier for securing business
investment for the long run.

The underlying trend is that organisationsarenowf ocusi ng <o@ai Ef ng&ndsrying
relationships with more businesses and asking for le ss | accumulatively the amount they manage to
secure between these businesses(and individuals) is similar to the larger amounts they would get

from one-offs.

Overall, they are finding they have to work harder for fundraising, but some are still quite successful
in reaching targets, albeit readjusted in accordance to the recession. The fact that most organisations
are doing reasonably well in terms of attendances and earned income is a positive sign, amidst the
challenges they are facing in securing external funds .

Organisation indicator Maintained & increased Decreased levels

(% of respondents) levels

Atten d ances ...................................... 677 ................................................... 323 ..................................................
G|ftshopsa|es ................................. 8 14 ................................................... 186 ..................................................
Cafe&restauramsa|es ................... 8 13 ................................................... 187 ..................................................
PUb“Cfundmg ................................... 5 49 ................................................... 45 .....................................................
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Business investment 31.8 68.2
|nd,v ,d ua| g,vm g ................................ 5 09 ................................................... 492 ..................................................
Trusts&foundat,ons ........................ 4 82 ................................................... 519 ..................................................
Respon s e . t o . recessm n ............................................... % o f responden ts ......................................................
|ncreasedfu ndralsmgeﬁo rts ..................................... 586 ............................................................................
ScalebaCkpmject ..................................................... 418 ............................................................................
|m, estmg m marke t m g /teChnObgy ............................ 32 3 ............................................................................
Spec,a|dea|sforadm,ss|on ...................................... 297 ............................................................................
Cu t/ freezestaﬁ S a | a nes ............................................. 284 ............................................................................
Postpon ; . project ........................................................ 24 1 ............................................................................
Con S , de redcouabor atmg/merg , n g ............................ 19 ...............................................................................
Can C e |project ............................................................ 147 ............................................................................
Ot her ........................................................................... 12 . 1 ............................................................................
|ncreasead m,s S ,on f e es ............................................ 11 6 ............................................................................
Decreaseadmss,onfees .......................................... 116 ............................................................................
Frozen hmng ............................................................... 11 2 ............................................................................
C0| |ab 0 rated/m e rged ................................................. 99 ..............................................................................
Layoﬁstaﬁ ................................................................. 99 ..............................................................................
Red ucm g Opemngh 0 urs ........................................... 69 ..............................................................................

Businesses :

e Business respondents are slightly less confident about their levels of investment in the arts in July
09 than in April 09 (but more so than November 08).
o 42% said that their investment in the arts decreased in the last 3 months.

e However, the trends are still similar , with investment in the arts expected to pick up in 2011
(this thinking aligns with that of the arts).

¢ Investing in the arts is still more of a priority compared to other cha rities, sports and broadcasting.
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e Sponsorship is still the best way for businesses to engage with the arts (more believe this now
than previously).

Priorities for business respondents (%) July 09 April 09
Art3346362 ...........................................
Othercharmesz5228 ...............................................
Sport821218 ...............................................
Broadcastmg .................................................. 1 9178 ...........................................

The table below shows that for the long run, people were least optimistic in November 08 and more
optimistic in April 09. In July 09 respondents have found a middle ground, with the worst potentially
mostly behind them but with a felt long -term impact for the future. An imminent drop of business
investment is anticipated for 2009/2010, with things expected to get better from 2011 onwards,
though a return to previous levels is not expected before 2013.

Confidence levels 2009 2010 2011 2012 2013+

(% of respondents)

Ju|y09 .......................... 516 .................... 516775 .................... 8 62 .................... 8 97 ..................
Apmog ......................... 549620870 .................... 9 22 .................... 9 22 ..................
November% ............... 647 .................... 309559 .................... 7 65 .................... 8 38 ..................

According to the table below, sponsorship is becoming more of a priority than CSR, though in
November 08, the two were rated as equally important.

Arts investment priorities July 09 November 08
sponsorsmp ............................................................ 272 ........................................ 240 .......................................
CSR ......................................................................... 228 ........................................ 241 .......................................
Staﬁ d eve|opment .................................................. 215 ........................................ 227 .......................................
Vo|unteenng/chamab|eg.vmg ............................... 156 ........................................ 188 .......................................
Corporate . art .......................................................... 129 ........................................ 103 .......................................
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Arts responses (240 | with additional in -depth interviews)

What impact has the recession had on arts organisations since April 2009 ?

The figures below show the impact of the recession on attendances, earned income, public funding
and private investment for our respondent organisations. Here, extremely positive equates to more
than 50% increase, positive to less than 50% increase, negative to less than 50% decrease and
extremely negative to more than 50% decrease.

Extremely positive Positive  ®m No impact Negative  m Extremely negative

100 —

0 T T T T T T 1
Attendances  Gift shop Cafe & Public Business Individual Trusts &
sales restaurant funding investment giving foundations
sales
In all cases reference to public funding excludes the Arts C

funding from local authorities.

The negative impact on earned income (through attendances, gift shop sales, and cafe & restaurant
sales) is much less than that of external funding, particularly private investment, and more specifically
business investment. Furthermore, what is particularly positive is that attend ances have actually
increased by more than 50% for a substantial proportion or our respondent organisations (5% - and
more than 20% if you also include the organisations which experienced an increase of less than 50%),
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suggesting that there is an increase in the demand of arts services. Also of further interest is that gift
shop and cafe & restaurant sales are the two organisational indicators that have been least affected by
the recession, suggesting in respect that there is still a significant amount of disposable income and
purchasing capacity for Kulture vulture s ,kand potentially that there are new audiences engaging with
the arts and purchasing arts -related products respectively.

Critical however, is the amount of organisations that have had their private investment slashed, for
many by more than 50%. However, when analysed according to size of organisation, the picture is
less alarming as this decrease is relative to organisationsk s i zhew nauchdnvestment has
previously been received (the more private investment received in the past, the greater the decrease it
is likely to experience).

Though the sharp decrease in the majority of external funding , including private investmen t, is
alarming, the Kgr ee nthesohgoingtagpétite foatme sdyvices thesa orghnisations

have to offer, explicit in the maintained levels of visitor and audience numbers for the majority of
organisations. This brings into question the d emand and supply model, which is currently skewed, as

the former is high but the latter will be difficult to provide . The issue that currently seems to be the

case for most organisations is that the demand is there, with people increasingly wanting to enga ge

with what the arts have to offer, but the supply is proving increasingly difficult, as securing financial

stability is currently a challenge . Thisisalsosubst anti ated by the Charity
research, Acharities ad esHraicnligng iisn a@gmasmawmrdisn @ n

To this end, in this economic climate, maintaining previous levels of activity and income alone
(coupled with an actual increase of these indicators in some cases) should be considered a success

H Increase & same ® Decrease

kllndabl

\?f" &

100
90
80
70
60

40
30
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Page9 Summer/autumn edition


http://news.aol.co.uk/charities-facing-shrinking-incomes/article/20090917192811584197541

Arts
&Business

As in April 09, the majority of arts organisations seem to be maintaining their levels of attendances
and ancillary income, though the majority of organisations are finding it difficult to secure private
investment (though membership subscriptions and online donations are still holding up for the
majority of respondents). Though it is tempting to say that the decrease in private investment is
almost offset by the levels of earned income, which are more-or-less maintained, this is not the case,
as arts organisations rely on all these complementary sources of income (earned income, public
funding and private investment) for their health and survival.

Some respondents see the decrease in private investment and an expected cut in public funding as

t he Kper f @toerartsdrganisati&ns (especially smaller ones) consider themselves nimble in

nature and are accustomed to the difficulties of surviving with less, considering a) it has always been
challenging for them to secure external funding b ) they have always had very little to survive on and

c) if this decreases also, they wild.l be abiltek & 0] W
another problem we have to contend with and which has to be overcome | the work hastogoon. W On
the back of this, some organisations are suggesting that this is also a good time to look internally and

shift focus/priorities, to ensure that indeed they are relevant and what they are offering to t heir public
makes a dithisSheuldotbee , s élen as a Krecessionk, \rhthec h i |
we should use it to contribute to revolutionary thought and processes, and a total restructuring of the

way we work and pay for things . Ul

2The Guardian, Arts worl d bracgldMdach209 hurri canek as recessi ol
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In depth | earned income:

Attendances (%)

= >50% increase
< 50% increase

m No impact

= > 50% decrease

H < 50% decrease

Though quite a sizeable proportion of the respondent organisations experienced a decrease in
attendances and ticket sales, the decrease equated to less than 50% for the majority. Furthermore, the
decrease in attendances and visitor numbers (often equating to ticket sales) was more-or-less
counterbalanced by the fact that the majority of organisations managed to maintain their levels of
attendances, with 22.9% experiencing an increase, of which 22% experienced a more than 50%
increase.

Consumer behaviouriswor ki ng in the artsk favour, as appeti:t
holding up . This is also evidenced by the Society of London Theatre (SOLT), which said that in the

first 6 months of 2009, there were 7.6 million visits | up by 2.5% on 2008, which itself was a record

year (with box office receipts 3.5% up)® and total attendances to week ending 15 August 2009 were up

by 4% on last year to 8,786,394, with box office receipts up 5% on the same period.* Festivals have in

a similar light attracted i ncr easi ng amounts of visitors through
Edi nburgh Festival were up 20% dn 2007, the Fring

This is also consistent across the globe, with festivals and theatre productions selling out faster than
ever before and increasing up to 35% from the year before (Fuentes La Roche, 2009) and this is
definitely the case for free arts events also, thérecession has meant increases in attendances to our
free public festivals, with increases of up to 40 %.UA turn to less expensive arts offerings is therefore
expected by some, as disposable income is being squeezed and consumption (both commercial and
cultural) and discretionary spending from individuals is therefore being re -examined. This might also
be positive for the arts, as more expensive leisure offerings, such as travel abroad, will be replaced by
cultural consumption by some. The weaker pound could also attract more tourism from abroad
(specifically the Eurozone), which is something that would also offset the negative impact of people
spending less internally.

% West End theatres defy gloom with boom
“ Boris meets Billy Elliot on Broadway
® The Times. Tate chief Will Gompertz to perform solo comedy show at Edinburgh Fringe , 7 August, 2009
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Gift shop sales (%)

07_0.7

8.3

1 >50% increase
< 50% increase

m No impact

= > 50% decrease

< 50% decrease

Gift shop sales have been the least affected by the recession, with levels maintained for close to three
quarters of arts organisations, and increased for close to 10%. This is also supported by the National

Trust reporting its best year everingiftsales,and sal es at the Natur al Hi st
219%.°

This surprising increase in gift shop sales, exemplifies primarily consumer sk desire to
products with a story and soul, butalso a ot g & ni sneddtio batank increasingly proactive

and entrepreneurial. This is also substantiated by the amount of organisations (70 so far across the

UK) that have joined the online culture shop CultureLabel, collectively selling their products and
merchandise through this online platform ” and reaching out to a wider audience.

Cafe & restaurant sales (%)

00

10.4

> 50% increase
< 50% increase

m No impact

= > 50% decrease

H < 50% decrease

® The Guardian, Museum stores booming as,18August2009 | shoppers se:¢
" The Wall Street Journal, Museum shops link up online
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As with gift shop sales, cafe & restaurant sales also seem to be faring well inspite of the recession.
Cafe & restaurant sales also directly and heavily depend on consumer spending, and though a small
proportion of respondetns have experienced some decreases, thee was a high number of
organisations that have maintained their levels of cafe & restaurant sales in addition to an increase for
a substantial number of or ganisations (10%). In this respect, organisations are starting to take
advantage of the potential cafes & restaurants provide to generate additional income for the

organisation, Awe are currently focused on increasing earned income, by improving the cafe and
extending the menu.W
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In depth | public funding:

Public funding (%)

1

> 50% increase
< 50% increase

m No impact

= > 50% decrease

H < 50% decrease

As previously stated, the reporting of public funding activity in this instance does not inclue the

recent contributonof ACE k s S u st that have grovadedtadditional support to several
organisations. Also most of the settlements with Arts Councils and Ministries of Culture (DCMS etc)
have been arranged and committed to in advance, so the public funding reporting above refers mainly
to local authorities and other similar ad -hoc grants from the government or other public bodies (both
UK-based and international).

However, in additional conversations with our respondents, many expect public funding directly from
the Arts Councils and central g overnment to decrease substantially when contracts expire and
agreements have to be renewed.
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% of respondents Increase & remain the same Decrease
Busmess.nvestmentslgesz .................................................
|nd|v|dua|g|vmg5og492 .................................................
Trusts&foundat|ons482519 .................................................
Averageofpnvatemvestment436564 .................................................

Overall private investment in the UK has gone down for more than half (an average of 56.4%) of our
respondents.

According to a few of the in -depth qualitative interviews, some fundraising tar gets were being met,
albeit with great difficultly (and often referring to readjusted targets in response to the recession),
through a change of tactic, with organisations asking for less but from more sources (businesses,
individuals and trusts & foundati ons).

Business investment (%)

03.5

= >50% increase
< 50% increase

m No impact

> 50% decrease

H < 50% decrease

More than 68% of our respondents said their organisations experienced a decrease in the business
investment they managed to secure in the last couple of months (since April 2009). Of these, 36% of

the organisati onsk b us ibpmoseghan 50%. elevevere28.8% ol ecr eas e d
organisations have managed to maintain their levels of business investment, and 3.5% have

experienced an increase equating to less than 50% of what they were already receiving.

Though overall, businesses are either wit hdrawing from investing in the arts or investing with smaller
amounts (conversations indicate that the latter is most often the case), businesses are still committed
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to engaging with the arts in similar capacities as previously, and in some cases increasin g the levels
with which they are investing. This exemplifies the continued business interest in working with the

arts, even though they are being more modest and prudent about how much they are currently seen to
be spending.

Individual giving (%)

0

7.7

1> 50% increase
< 50% increase

m No impact

= > 50% decrease

H < 50% decrease

Organisations were almost split in half in terms of their levels of individual giving for the last couple
of months. Overall individual giving decreased for 49% of our respondents (though for the majority of
these, the decrease was less than 50%) and 51% of organisations managed tomaintain levels of
individual giving (though for the majority they remained static rather than experiencing an increase).

Anecdotally, major fundraisers from various arts organisations have saidthatA i ndi vi dual
Armageddon Wwill hit in 2011 , the same time that business investment is expected to return to growth .
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Membership subscriptions (%)

18- 06

6

1 >50% increase
< 50% increase

m No impact

= > 50% decrease

< 50% decrease

Membership subscriptions (above)and online donations (below) were on average maintained by more
organisations than those which maintained their overall levels of individual giving. Thi s implies that
these two ways of engaging with individual s better harness their potential, and encourage sustained
and ongoing levels of giving.

Online donations (%)
15 0 0.7

> 50% increase
< 50% increase

E No impact

= > 50% decrease

H < 50% decrease

In the US, Aarts groups are using virtually every means of wooing audiences. In addition to ticket
discounts, offbeat programs, and unusual performance settings, the arts kuse of Facebook, Twitter,
and text messaging has become increasingly prevalent and, in recent months, many arts groups
including the San Francisco Symphony have introduced online soci al networks. In June, the New
York Philharmonic became the first orchestra with its own Apple iPhone Application offering viewers
extensive data, including program notes, audio clips of upcoming concerts, and reviews. On July 14,
the Philharmonic introduce d mobile giving t allowing audiences at its free concert in Central Park to
send afive dollar donation by text message to the orchestra, with the donated amount to appear on
each donor's mobile service bill. Five text messages totalling twenty -five dollars could be sent with
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each monthly billing cycle." ®

Trusts & foundations (%)

0

5.3

= >50% increase
< 50% increase

m No impact

> 50% decrease

H < 50% decrease

The decrease in funding from trusts & foundations for the majority of our ar ts respondents is reflected

in the Charity Market Monitor 2009, which reported that 41% of the top 300 charitable trusts saw a

fall in the value of their grant -making in 2008, and an overall drop of their net asset value by 10%.

Accor di ng t o newlvave of weplithy donors wWha have recently been giving to charitable
trusts througfthf Whag api tA@wlinegi fts and endowments out
and 1990s may not be sustained inpostr ecessi on years. W

Furthermore, the Charity Commi ssi onks Firm Foundations report di
and foundati onsk i howneaperds ofittieir ggants use thermpneyg Iboking at the

financial viability of organisations applying for funds and trying thus to minimise ris  ks. The report

also suggests that the full extent of trusts and foundat i ons k e x p o s ur endithe witehe dov
knock-on effects will not be revealed until next year or beyond.

According to another survey of 95 trusts and foundations, carried out by the Association of Charitable
Foundations, 36% of respondents expect to maintain current levels of grant -making for 2009, with 9%
increasing these levels. There are therefore still some trusts and foundations that are making
considerable contributions to the arts, such as the Wolfson Foundation, which recently matched a
DCMS grant for arts organisations pound for pound, reaching a total of £4 million. ° However, 44% are
likely to give fewer grants next year; 27% believed their grants will be smaller, and 23% think they

will be given over shorter periods. Looking ahead, 15% anticipate higher grant -making in 2010 and
38% plan to increase grant-making in the longer -term.

8 Arts Management, Arts Attracting Attention and Support, Support,  Summer 2009
® Department for Cultur e, Media and Sport, £4 million grants announced for English museums under DCMS/Wolfson
Museums and Galleries Fund, 28 August 2009
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Arts Performance | ndex (API)

The Arts Performance Index (API) has been used to translate when the majority of respondents (more
than half) have reported a decrease in any of the indicators below into a negative figure. Translating
the figures into positive and negative terr itory can better signal the gravity of the performance of these
key indicators for arts organisations, where -50 points would paint the most negative picture which
equates to 100% of respondents reporting a decrease in the specific indicator. If the index stands at 0,
this implies that the same amount of respondents have reported a decrease in the performance
indicator as those who have reported maintained or increased levels, suggesting an overall stagnation
for the indicator as the growth is counterbalanc ed by the drop.

—o—July 09 —m—April 09
50

40

20 &
10

10 Attendances  Gift shop Cafe & Public\\isinejs/ ndividual Trusts &

sales restaurant funding IeStm giving foundations
sales

The overall picture is mainly positive, as most indicators exist quite healthily within the positive
territory (though attendances and public funding have experienced a decrease from the last 3
months).

However, business investment and funding from trusts & foundations are worryingly the only two

indicators in negative territory, both in April and July 09. The individual giving index has still just

about managed to stay positive (with a low +0.9 points), suggesting this too has a high ris k factor and

is declining quite rapidly and for a large proportion of organisations , especially considering the 7

point decrease it exper.iienced in three mont hsk ti
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== Arts centre

== Arts services

== Community arts
=>=Dance
=== Festival

=@— Museum

=== MUSIC

== QOther combined arts

- Theatre/drama

Visual arts/gallery

~{—Others*
-40
-50
*O0t her sk category combines opera, otheandfimi ngle artform, lite

Attendances are particular high amongst festival organisations, with the performance index standing
at +44. The museum sector is faring the best in terms of maintaining levels of business investment
and is the only artform whose index is positive for this indicator , even though this is still relatively low
at +6.25. In addition, funding from trusts & foundations is at +25 points for museums, the highest

from all th e other artforms.

It seems that music and visual arts organisations have been particularly challenged by the recession,
with business investment at a low -34 for both sectors (translating to 80% of respondents reporting a
decrease) This seems to align with the Sustain grants that the Arts Council of England recently
awarded, so far in its majority to music and opera organisations. However, the majority of the current
recipients of Sustain grants have attributed their need for this grant mainly to maintain the high
guality of their work and for some to make up for the decrease in income from trusts and foundations
rather than from business investment (Arts Industry, Issue 238, August 14 2009).

Dance organisations also seem to have greatly suffered, where the majority of our respondents have
experienced losses from private sources across the board, with individual giving and funding from
trusts & foundations lower than any other artform.
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Size Turnover

T s
e L
Large ............................................................................. e
o ‘;J.c.) ey s

—o—Major =—@i—Large =#—Medium —m=Small
50

40

30 +

20

10

According to the index above, a greater amount of larger organisations are experiencing decreases in
their business investment, though more are conversely also experiencing increasing numbers of
attendances and earned income.

We must always bear in mind that these larger organisations are the ones that have received most
business investment in the past, much of which funded specific projects, productions or exhibitions.
With -31 and -22 points in respect (namely with 81% and 72% of major and large organisations
respectively experiencing a decrease), the APl exemplifies that major and large organisations have
experienced more of a decrease in business investment this year than organisations with more
modest turnovers. This however does not mean that their business partners have withdrawn
completely from investing, but that they have in most cases decided to invest with smaller amounts.

In this light, smaller organisations that do not typically heavily rely on business investment, or large
sums of it, will be less hard hit than the bigger players. At the same time, smaller organisations are
more flexible and more used to being resourceful and securing their survival through minimum
resources or alternative means (as they have fewer expenses respectively).
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