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Article published in The Stage, 21st October 2010. 

As the Comprehensive Spending Review is announced, there is one certainty – 

there has never been a greater need for arts organisations to increase their earned 

income.  Debbie Richards takes a look at the income debate and some of the new 

strategies that organisations are employing across the world to increase their sales 

and income.   

With the inevitable cuts to public subsidy for the arts looming large, much of the recent debate has 

focused on the potential of applying the US philanthropic model in the UK.  This is despite the fact that 

arts organisations are closing every week in the US thanks to a heavy reliance on philanthropy and 

endowments, that philanthropic giving in the US is part of a wider cultural phenomenon related to 

networking, status and community leadership structures, and that an increase in giving is to be achieved 

without the related incentives delivered by the US tax system.   

There is also lots of talk about “diversifying income streams” to close the funding gap.  

One left-field example comes from the Stockton Symphony in California - a recent loss of sponsorship has 

seen them pursue a variety of income generating opportunities, including a deal with an off-grid electricity 

company that earns the orchestra a commission for each subscriber they convert to their partner’s 

electricity supply.  

But, this kind of diversification comes with a health warning - James Phills, Director of Stanford’s Center 

for Social Innovation, has identified that a lack of financial resources makes an organisation more likely to 

pursue opportunities that are inconsistent with its mission and outside the scope of its core competencies. 

These activities then increase costs, which leads them to take on more activities outside their mission in 

order to secure more resources. It’s a vicious cycle. 

Clara Miller of the US Nonprofit Finance Fund also argues that a more diversified funding base can be a 

burden rather than a benefit: “Maintaining multiple, highly diverse revenue streams can be problematic 

when each requires, in essence, a separate business. Each calls for specific skills, market connections, 

capital investment, and management capacity.” 

http://www.baker-richards.com/
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Perhaps diversification should be seen an entrepreneurial way of thinking that balances the cost in terms of 

resources (effort as much as money) against the long-term financial benefit to an organisation’s core 

mission.  

The Mission Models Money programme’s Capital Matters consultation document  contends that “we need 

a shift from the question ‘how do I meet the gap between income and costs’ to ‘what can I do, and what 

sort of investment do I need, to make my organisation financially resilient over the medium to longer 

term’”. This investment mindset applies just as much to a company’s existing income categories (like box 

office income and ancillary sales) as it does to creating new income streams. 

So how are organisations investing for success?  

There has been a lot of talk recently about investing in ‘revenue management’, ‘yield management’ and 

‘dynamic pricing’ to increase box office income (the terms are often used interchangeably although they 

are not the same thing).   

The key principle of revenue management (RM) is to adjust price differentials in response to changing 

customer demand to maximise both occupancy and income (i.e. it’s about selling more tickets, as well as 

maximising income). It therefore includes reducing prices to stimulate sales where there is low demand, as 

well as increasing prices. Of course, the devil is in the detail of implementation and the right approach for 

one organisation will not work for another.   

Bay Chamber Concerts in Maine applied simple changes to pricing structures to increase sales and 

achieved a 15% increase in subscribers, a 117% increase in uptake of the full season subscription and a 

17% increase in ticket sales. While the average ticket price dropped from $27.24 to $23.90, total income 

still increased by 3% due to higher sales.  

Carolina Performing Arts, a multi-disciplinary venue in the US, uses yield management to “correct” mis-

pricing after tickets have been on sale, but only for performances where the initial prices or sales forecasts 

in their forecasting model were significantly wrong. So, when the actual sales differ dramatically from the 

forecast, they adjust prices. When this was implemented, it added 11% to income for the re-priced 

performances, and 2.5% to season-total income.  

The Stratford Festival in Canada takes a different approach and has invested in working with The Pricing 

Institute to develop the sophistication of their RM strategy which, as with the airlines, is presented up-

front to customers and operates right across the season.  Ticket prices are guaranteed until January 31, and 

then sales are monitored against forecasts and prices adjusted during the sales cycle to maximise income 

in response to demand.  

http://www.baychamberconcerts.org/performingarts.php
https://www.carolinaperformingarts.org/
http://www.stratfordfestival.ca/


Debbie Richards What Price the Arts? 

 

 3 

 

This is where new potential is opening up for arts organisations, as new software applications make the 

process of forecasting and monitoring easier, and thereby enable more sophisticated implementation of 

RM. 

However, strategies around increasing box office income should not be viewed in isolation of other 

income streams.  

Too often different departments are responsible for different income targets and essentially end up 

competing.  An earned income strategy should view income streams collectively to leverage the best 

overall return for the organisation.  

In the UK, the Birmingham Hippodrome is at the forefront of developing earned income streams - 

investment in a pricing project with Baker Richards helped generate an additional £460,000 in box office 

income in the first year and the venue recently invested in expanding its catering operation to take on the 

bar and restaurant across the street. But the Hippodrome’s focus on investing for big returns is mirrored by 

their attention to detail and focus on marginal gains.  Compared with some UK theatres of a similar size, 

the Hippodrome generates an additional £0.27 programme profit per admission, which is as much a 

function of the proportion of the audience buying programmes and a low unit cost as it is about the 

programme price. On 500,000 admissions a year, that 27p generates an extra £135,000 per annum. An 

entrepreneurial mindset is as much about marginal gains as it is about thinking big. 

 

Debbie Richards is a Director of Baker Richards (www.baker-richards.com), a leading international 

consultancy specialising in marketing, pricing, research and analysis for arts organisations.  For more 

information about the case studies cited visit www.thinkaboutpricing.com or join the LinkedIn group: 

Thinkaboutpricing. 
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