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Melody Butiu, Eric Bondoc and Richard McMillan in Shipwrecked! at Actors Theatre of Louisville.

says his theatre was able to make changes in the hours of the
building operation—usually 7 a.m. to 3 a.m.—to generate sav-
ings, as well as deferring some routine maintenance, knowing
that the theatre was going into renovation soon. Looking for
more co-producing partners was a good solution for Actors
Theatre of Louisville, says Bielstein. At the Human Race, the
production staff veered away from using lumber in favor of more
affordable steel, doing more welding work with less expensive
materials. Partnerships with area universities and community
theatres, as well as a dedication to “green” set-building, have
also helped to bring production costs down. Moore also reports
that following the 2008-09 season, the Human Race joined
with a PEO (professional employer organization), making its
employees co-employees of that group, putting them in a larger
pool to bring down the cost of health coverage, workers’ comp
and human resources.

EVEN WITH SUCH DEDICATED BELT-TIGHTENING,
though, expenses have outpaced inflation over the past five years
by 9.7 percent, with only the categories of royalties and produc-
tion expenses decreasing. From ’08 to ’09, most spending areas
did abate somewhat, with the exceptions of payroll, occupancy/
building/equipment/maintenance and depreciation.

The threat of the economic crisis led many theatres to
self-examination and fine-tuning that brought on changes that
have extended beyond the difficult’09 fiscal year. “We started
having weekly meetings,” recalls Northlight’s Evans. “That
kept everybody in balance—the esprit de corps, if nothing
else. We're a small organization with 15 full-time employees,
and we made time every week to sit together, with a much
more intense look at the everyday results of what we were
attempting to do. It allowed everybody to have a place to be
concerned and present ideas, and at times vent—and the overall
attitude was that we were in the midst of something that we

would eventually find a way out of.”

“We spent the spring of 09 devel-
oping a new business model—one
crafted to live within our means,” says
Seattle Rep’s Moore. “That model gave
a framework for what we could expect
and led to every aspect that we've had
to take on: fewer productions, more co-
productions, eliminating performance
days, doing less performances in the
big house, a four-day workweek for all
salaried employees.”

“For all my career, we've worked
to make sure that every year the income
statement has a positive number at the
end to report to donors, foundations,
etc.,” recalls Dallas Theater Center’s
Hadley. “Starting in 2008-09, cash
flow became the number-one business

”

tool for guiding our organization. We

HARLAN TAYLOR

were growing the theatre with our new
artistic director’s bigger, bolder vision,
and with our advancement campaign, our expenses were get-
ting ahead of the cash. We didn’t have a sophisticated enough
model to look forward down the line to map this out. This was
all happening at the same time as the economic downturn, so
we started not to hit ticket expectations, and we started not to
make cash. We were fortunate to have a trustee on our finance
committee who assigned someone from his company to work
with our finance department to rework our cash-flow statement
into a deeper, more sophisticated model that helps predict ups
and downs more accurately and sooner. Now we have a proper
dashboard. It doesn’t make decisions to alter or cut things any
easier, but we have better information more quickly.”

“We were about to roll out a big fundraising campaign last
year when everything went to hell,” says Woolly’s Herrmann.
“Now we're sticking our heads back out of the turtle shell. In
the wake of the collapse, we restructured the campaign. We
decided not to raise money for the endowment because so many
theatres have been hurt by their endowments in the past year.
The campaign had been broad, but now we’ve refocused on
particular areas of operation. It’s easier to communicate and
sell than what we had before.”

For San Diego Repertory Theatre in California, an up-close
scrutiny of the theatre dovetailed with the problem economy,
but wasn’t prompted directly by it. “That was a rebuilding year
for us,” reports managing director Larry Alldredge, whose
first season at the theatre was 2008—09. “We wanted to revisit
our mission—not to change it, but find better ways to express
it. We reorganized our staff and finance procedures, turned
marketing and development into one department. We realized
they serve the same constituency as one continuous process—
we want to bring people to our theatre, have them subscribe to
our theatre, then give to our theatre. Support functions within
both departments—graphics, database, copy editors, functional
skills—could be shared. We ended up with a more cohesive
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support system. It used fewer people, and because of that, we
could pay them more and attract a higher skill set.”

Often such deep probing of a theatre’s practices and raison
d’etre improved overall morale in ways not expected in a chal-
lenging year of budget cutbacks. “What I would term our biggest
success is that our staff rode into this storm together, and we’ll
ride out together,” says Northlight’s Evans. “Almost all of the
staff that we started the recession with are still here. That’s a
tribute to them as dedicated theatre administrators.”

“Our staff turnover rate dropped dramatically that year,”
adds San Diego Rep’s Alldredge. “We really haven’t lost people
since that rebuilding and restructuring. People are excited about
where the theatre is going, and they like what they’re doing.
That’s one of the best metrics I can use as manager to see how
the theatre is doing.”

One place most theatres balked at making extreme cuts
was in what went on the stage. “You don’t want to argue that we
don’t have money, so let’s not do art,” sums up Bethany Gladhill,
managing director of Nautilus Music-Theater in St. Paul, Minn.
“In our internal conversations, we had to put everything on
the table, not knowing how bad it would get,” admits Actors
Theatre of Louisville’s Bielstein. “The only place we could cut
back programmatically during the course of the season would
have been the Humana Festival. We agreed early on that we
were committed to this and would not pull a play.”

In fact, many theatre leaders reported additional risk-
taking in the midst of the 09 season tribulations. “It’s easy
to talk about fidelity of mission when things are going well,
but it’s even more important in a time of crisis,” notes Her-
rmann. “In February of 09, at one of the darkest moments,
we booked Pig Iron Theatre Company’s Hell Meets Henry
Halfway, one of the more challenging shows we’ve produced
here at Woolly. I'm proud that at a time we might have flinched,
we doubled down.”

“We took risks that year with a new play in our third slot,”
echoes Northlight’s Evans. “We did what was arguably a risky
choice, The Lieutenant of Inishmore, in our fifth slot. We didn’t
want to shy away from the work that we wanted to do. We
could have changed up things, and pulled the work back in, but
we felt committed. It was a terrific production and audiences
embraced it as a bold move.”

Hamingson reports similar results from the Public’s
season: “Given that fact that there was the ‘Great Recession,’
we were fortunate that we had a strong artistic year and took
risks in our programming, even in the face of that. We didn’t
go off mission. We didn’t cut cast size. That paid dividends in
the long run.”

“We focused on making sure the work we did was true
to who we are and who we want to be, and less on how to sell
tickets,” concurs San Diego Rep’s Alldredge. “We’d seen a drop

11 E WEREN'T PARTICULARLY
pummeled by the recession. I'm
pretty sureit's because we're small
and young,” reports Lesley Malin,

managing director of Chesapeake Shake-
speare Company in Ellicott, Md. Of the six
budget groups, only Group 1—theatres with
budgets of $499,999 or less, such as Chesa-
peake—managed positive working capital, as
wellaspositive CUNAiIn'09. With considerably
lower levels of investments, those theatres
tend to be more immune to market swings.
Likewise, a lesser reliance on subscription in-
come means those theatres have less money
up front to borrow against—and are there-
fore less likely to get ahead of their cash flow.
“At the STAA [Shakespeare Theatre Asso-
ciation of America] Conference that year a lot
of the big Shakespeare companies were re-
ally struggling,” adds Malin. “We had the flex-
ibility of never having had a lot of money. For
once, we were glad we were the little guys.”
Bethany Gladhill, managing director of
Budget Group 1's Nautilus Music-Theater in
St. Paul, Minn., compares her working expe-
rience at the small-budget Nautilus to that
at medium-sized theatres: “Midsized is awk-

ward. Trying to act flexibly and nimbly at a
midsize organization was like turning an
enormous boat with straw as a rudder. We
can react more quickly at Nautilus—although
some of that reacting amounts to, ‘We won't
be able to pay you for three months."

“It's really about fixed costs,” concurs
Bruce Allardice, managing director of New
York City's Ping Chong and Company, a bud-
get Group 2 theatre. “We don’'t have to keep
the theatre operating all the time. In a way,
it's a big advantage for us. If you have a staff
of 30 people, that's a big nut to make every
week. We just finished a production with Or-
egon Shakespeare Festival, a highly success-
ful, beautifully run theatre. | think they're do-
ing very well. [OSF executive director] Paul
Nicholson has 100 times my five employees.
He has 100 times the income opportunities
as well, but there's a different kind of pres-
sure knowing that there are 500 people who
have to be paid on Friday.”

There are, of course, downsides to that de-
gree of latitude: “Our debt is internal,” notes
Gladhill, “so our creditors are friendly. It's
easier—but it puts us in conflict of interest
most of the time. And we have horrible net

assets. If we went out of business tomorrow,
we'd be able to sell a 10-year-old computer.”
But the exuberance of being flexible can
carry a theatre a long way. Malin recounts
that Chesapeake had been scheduled to pro-
duce a Shakespeare spoof in the 2008-09
season, but “something in the water” made
them decide to reproduce an earlier, success-
ful production of Macbeth as a promenade
piece. “It became an identifiable production
for us. There was an energy that came from
being able to change to this new show.”
Returningtoanorganization's essentialsis
also easier with a smaller theatre, which Ping
Chong and Company has sought to maintain,
even as the group has expanded somewhat
through the years. “There are three elements
we've always emphasized,” says Allardice.
“We put enormous emphasis on the artistic
side of the organization. We've always kept
our fixed operating costs as modest as we can.
And we have pursued strategic partnerships
in the creation of work. Those three elements
turned out to be advantageous as we went
into bumpy times. It didn't prevent us from
having a challenging year. But it did mean
that we were not overwhelmed by it." —Hart
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The cast of The Princess and the Black-Eyed Pea, by Kirsten Childs, Andrew Chukerm
Foreman, at San Diego Repertory Theatre in 2008.

in earned revenue and tickets for a couple years. That year,
we put some shows in the season that our artistic director had
wanted to do for 10 or 15 years, but couldn’t figure out how to
budget. We did Threepenny Opera, which was one of our most
successful shows in years. Our love of that piece really came
through, and people came to see it.”

Looking back on ’09, most theatre leaders concur it was
a lousy year—one that could have been a lot worse, and one
that led the way to many structural alterations that make for

a stronger field going forward—but
certainly a year most are happy to have
put in the rearview mirror.

“I'might have given myself an ulcer
with worry,” says Herrmann. “There
was an emotional and spiritual cost of
theatre leadership around the country.
It was no fun. I was exhausted at the
end of the year from these continual
panicky conversations with the board
and finance committee.”

And hard times may be here for a
while longer. “In conversations I've been
having with people in the field, people
talk about how tough it is to plan for
fiscal year ’11 and ’12. These challenges
still exist,” forecasts Bielstein. “We
haven’t bounced back completely. We've
really been at maximum efficiency in
fiscal years ’09 and 10, extremely lean,

KEN JACQUES

with the staff going above and beyond
for a long, long time. We're looking at
the future and not knowing where the resources are to increase
salaries and not having people work 24/7.”

But, notes Evans, there is strength built from having made
it this far: “Really, the shock of not knowing had more of an
impact than the year itself did,” he notes. “Now that we know
it’s tough and will remain tough for a while, we can do business
in a more entrepreneurial and creative way.” &

Sarah Hart is a former managing editor of this magazine.

UNCONVENTIONAL BORROWING

N THE FACE OF WHAT PROMISED TO BE

a particularly difficult year for Seattle

Repertory Theatre, the company opted for

what managing director Benjamin Moore
calls an unorthodox plan: They decided to
borrow from their endowment—an uncon-
ventional course in a year when theatres
were generally taking hits on their endow-
ment earnings.

"We were set to receive $1.1 million, au-
thorized, from the endowment in 2008-09,"
Moore reports. “When the endowment went
underwater, the foundation that governs the
endowment knew that money was embed-
ded, and agreed to donate the money on an
interest-free-loan basis, which would be con-
verted to a grant when the market improved.
We then borrowed on the endowment for a
further $1 million.”

That money was then used to leverage
a matching campaign, which brought in an

additional million, with around 1,000 new
gifts of, on average, $100 apiece, leaving the
theatre with the original endowment distri-
bution, plus an additional $2 million. That
money, plus the aggressive budget cuts the
theatre instituted at the start of the season,
gave Seattle Rep an unexpected surplus of
$500,000. “We didn't expect to do better
than break even,” says Moore. The theatre
then chose to use half that surplus to create
a working capital reserve. “We had some dol-
lars from the Ford Foundation back in the era
of working capital grants,” notes Moore, “but
we had sucked up that reserve over the years
since the turn of the century.” The other half
of the reserve went to fund a search for a
permanent artistic director, which couldn’t
be budgeted as general operations, as well as
bonuses for the staff, who had worked tire-
lessly all season to find savings.

“| think the reason we came out of the

year so well was this technique—if not a gim-
mick of sorts,” says Moore. “We were a bit
hazy as to the legality of it to begin with. We
did a lot of checking with legal counsel and
our CPA to check that we were in a position
to dip into the endowment.” A reassuring
nod came at the end of the fiscal year when
the state of Washington adjusted its wording
for laws governing restraints on the distri-
butions from endowments underwater. (The
legislation is UPMIFA.) “They used the word
‘prudent.’ | don't know how you interpret that
as a piece of statute. So it's vague. But we
were a little ahead of the game. When that
law passed, it eased our minds about what
we have pulled off." —Hart

(To find out more about UPMIFA and to
see if your state has passed this new
legislation, visit www.upmifa.org.)
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