The Butte Symphony Orchestra:

Encore or Finale?

The house lights were just going down as Michael Duncan, the executive director of the Butte Symphony Orchestra (BSO), slipped into the very back seat just off the house-left aisle. Tonight's performance would be the last one of the 2006-2007 season and would also be one of the last perfor​mances maestro Paul Praniewicz would conduct. Praniewicz had recently announced his resignation. As the concertmaster finished tuning the orchestra and sat down, an expectant quiet came over the audience. A smil​ing Praniewicz stepped out from stage right to loud applause as the orchestra and a few members of the audience stood. After acknowledging the audi​ence's applause, the conductor turned to the orchestra, motioned them to be seated, gazed around at them, and raised his baton. On the downbeat the lovely Mussorgsky Prelude filled the hall.

Although Duncan loved the music, he found his thoughts wandering to the problem he had struggled with since becoming the BSO's executive director in 1990: the orchestra's mounting debt. As the 2006-2007 season closed, the Butte Symphony Association (MSA), the BSO's legal and financial entity, was over $2.5 million in debt (see Exhibits 1, 2, and 3 for financial statements). Although over $750,000 of the total debt was guaran​teed either by corporate contributors or by individuals, the lending banks were starting to get nervous. In addition, the BSO faced a potential conflict with the musician's union over salary. At the beginning of the season, after long negotiation, the musicians had signed a contract decreasing the number of work weeks from 45 to 42 and salary by 14 percent for the 2006-2007and 2007-2008 seasons, with the stipulation that the BSO would restore the 14 percent for the 1993-1994 season. The musicians had agreed to the salary cuts to give BSO time to solve its financial problems, but

Duncan was not at all sure the problems were solvable in the negotiated time frame, if indeed they could be solved at all.

Praniewicz's resignation, though significant, did not, as the local paper had written, "have quite the same emotional force as, say, the resignation of a head football coach at 01' State U."' Praniewicz probably would not leave until the end of the next season (1992-1993), and the BSO had already hired a well-known, experienced music director-conductor for the transi​tion period while it searched for a new conductor. Duncan knew, however, that unless he came up with solutions to the BSO's financial problems, the choice of a new conductor might be purely academic.

As a late concert-goer apologetically brushed by, Duncan realized that he was not listening to the music; rather, his mind was on how other orches​tras had overcome similar financial difficulties. The BSO's plight was not unique. Other orchestras, like the Denver Symphony Orchestra, the Seattle Orchestra, the St. Paul Chamber Orchestra, and the Philharmonic Orchestra of New Jersey (PONJ), had faced similar financial problems and used different approaches to solve them. The board wanted to hear how Duncan proposed to deal with the BSO's financial problems at its next meeting. He tried to settle back into his seat to listen to Dmitri Shostakovich's Concerto for Violin and Orchestra, next on the program.

Symphonies in the United States

The late 1990s and early 2000s were turbulent times for the orchestra indus​try. From 1990 to 2002 industry revenue increased by 39 percent, to $675,000,000. Unfortunately, industry expenses grew 41.5 percent over the same time period, and by 2002 the annual deficit for the industry had swelled to $23.2 million. At the same time, tax-based support for symphony orchestras in the country, adjusted for inflation, fell by more than 4 per​cent. Although there were 400 U.S. symphony orchestras, only 37 had bud​gets exceeding $4.9 million. The Wolf report, an industry publication, compiled statistics for these larger symphonies. Table I compares BSO attendance and performance data to U.S. symphonies with similar or larger budgets of at least $4.9 million.

During the 2006-2007 season, the average cost per audience member to provide a performance was $26.17, but less than 40 percent of that cost, or only $10.26, was earned from the ticket sales that constitute concert income. The average ticket price was about $21.00, but most symphonies played to partially filled auditoriums. Symphonies received additional income from private contributions, government grants, and income from endowments. Industry experts believed an adequate symphony endowment should be least three times the size of a symphony's annual budget. Table 2 compares revenue and expense items for the BSO and symphonies with budgets of at least $4.9 million.

Symphony Responses

In an effort to avoid growing deficits, some orchestras took creative approaches to marketing and fund-raising. For example, the Philharmonic Orchestra of New Jersey (POND) redefined the goal of the symphony: it decided that adult music education offered in convenient locations at con​venient times for its target audience, baby boomers, was the key to success. This meant, first, that the PONJ offered classes in the evenings at suburban locations to attract people who commuted to New York City to work. Second, PONJ offered fewer concerts and instead
TABLE 1

Industry and BSO Attendance For Seasons Ending 1998-2002

	
	1998
	1999
	2000
	2001
	2002
	% Change

1998-2002

	
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO

	Total concerts
	167
	102
	151
	66
	162
	103
	155
	75
	166
	86
	-0.5
	-16

	Number of regular

season concerts
	56
	20
	59
	12
	61
	28
	61
	24
	60
	24
	7
	16

	Number of pops concerts
	18
	16
	16
	6
	19
	16
	19
	16
	21
	16
	16
	0

	Annual attendance for

regular concerts

(in thousands)
	122
	26
	122
	28
	125
	28
	121
	27
	121
	24
	-1
	-8

	Annual attendance

for pops concerts

(in thousands)
	38
	28
	35
	36
	42
	36
	40
	30
	42
	31
	10
	10


TABLE 2

Industry Versus BSO Revenues and Expenses For Seasons Ending 1998-2002

	
	1998
	1999
	2000
	2001
	2002
	Change

1998-2002

	
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO
	Ind.
	BSO

	Concert revenues/

total revenues
	39%
	34%
	38%
	39%
	40%
	38%
	41%
	28%
	42%
	35%
	8%
	3%

	Private contributions/

total revenues
	28%
	33%
	29%
	32%
	28%
	30%
	30%
	33%
	30%
	32%
	7%
	-3%

	Tax support/

total revenues
	9%
	29%
	8%
	25%
	8%
	28%
	8%
	34%
	6%
	26%
	-33%
	-10%

	Other income/

total revenues
	12%
	5%
	11%
	5%
	10%
	4%
	8%
	5%
	9%
	7%
	-25%
	40%

	Artistic expenses)

total expenses
	50%
	64%
	50%
	60%
	50%
	59%
	51%
	58%
	51%
	56%
	2%
	-12%

	Concert production/

total expenses
	16%
	13%
	15%
	14%
	16%
	12%
	16%
	13%
	17%
	12%
	6%
	-8%

	Administration/

total expenses
	7%
	19%
	7%
	22%
	7%
	25%
	8%
	26%
	7%
	27%
	0%
	42%

	Other expenses/

total expenses
	11%
	4%
	10%
	4%
	9%
	4%
	8%
	4%
	7%
	4%
	-36%
	0%


Source: Adapted from The Wolf Organization, "The Financial Conditions of Symphony Orchestras." Available from American Symphony Orchestra League, 777 14th Street N.W., Washington, D.C. 20005, 1992.

used its resources to pay small groups of musicians to play demonstration passages of music while the con​ductor talked about listening to classical music for maximum enjoyment. The PONJ hired musicians at union pay scales on a per concert or per demonstration basis as needed, not on a per season contract. In addition, the PONJ had a board personally committed to fund-raising and operating in the black at all times. Many of these board members had first been intro​duced to classical music at the music education classes. "For an orchestra to survive today," the PONJ conductor said, "it must do things differently.'

Most U.S. symphonic musicians were members of the American Federation of Musicians, headquartered in New York City, whose national membership was about 155,000. As orchestras' expenses grew more quickly than revenues and musicians were pressed to accept lower increases or even decreases in pay, some symphony musicians chose alternatives to the unions. For example, the players of the Seattle Symphony had chosen to drop out of the local and national musicians' union. By negotiating with the symphony directly, they gained flexibility in that they could accept nonunion pay scales, hours of work, etc., but they still had the advantages of group cohesiveness. After the Denver Symphony Orchestra went into Chapter 11 bankruptcy, the players formed the musician-controlled Colorado Symphony Orchestra and negotiated a cooperative agreement with a rock music promoter under which the musicians shared in both the profits and the financial risk of the orchestra. In co-op arrangements, the musicians often provided both artistic and administrative personnel for the orchestra.

Finally, some organizations chose to downsize to a chamber orchestra consisting of thirty-five to forty-five musicians. Most of the orchestras in the United States were full symphony orchestras consisting of seventy-five to eighty-five musicians, who played the full range of symphonic instruments. However, what is commonly called a symphony, a musical composition played in four movements, was unknown before the late 1700s, and not until well into the 1800s was a full 75-piece symphony orchestra used. Much of the music written after the late 1800s used all symphonic instruments, but much did not, and the baroque and early classical musical repertoire did not require a full symphony orchestra.'

The music chosen by the conductor for inclusion in a performance dic​tated the number of musicians required. Thus for any given performance, those musicians whose instruments were not called for in the musical score did not have to be on stage. Musicians under contract to the orchestra would be paid, whether or not their instrument was needed.

By having musicians capable of playing all symphonic instruments under contract, the BSO ensured that most symphonic music could be in its repertoire. In contrast, chamber orchestras, ranging from fifteen to forty-five musicians, were restricted to music specifically written for smaller orchestras. Music written for chamber orchestras tended to be somewhat shorter than music written for full orchestras, and so concerts played by chamber orchestras, such as the thirty-seven-musician St. Paul Chamber Orchestra, were often correspondingly shorter. For acoustical reasons, chamber orchestras usually played in smaller auditoriums.

The Butte Metropolitan Area


The Montana legislature incorporated the city of Butte on December 19, 1871. By 1890, the population of the "Copper City" was 33,941, the largest in the state. As early as 1900, many of the city's leading families lived in wealthier, "over-the-mountain" suburban communities, commuting to their businesses or factories in Butte.

From the 1890s until the mid-1980s, Butte was an iron and copper mining  town. During the 1970s, foreign competition, whose production costs were far below those of local compa​nies, caused Butte's mining industry to gradually wither.

Throughout the 1980s and 1990s, university, city, and business leaders worked together to change the economic base of the city. By the end of the 1990s, Butte had transformed itself from a dying mining town into a thriving service-sector community. Approximately 90,000 people lived in the metropolitan statistical area. However, Butte's central city pop​ulation actually declined from 284,968 in 1990 to 264,968 in 2000, while populations in the over-the-mountain communities increased. Table 3 com​pares the income and education levels of residents of Butte with suburban residents.4
The city boasted world-class medical treatment and research, and the University of Montana at Butte (UMB) was the state's largest single employer. There was also a growing financial sector and a revitalized down​town area that included a Civic Center comprised of a coliseum, a hotel, facilities for conventions, museums, an exhibition hall, and a 3200-seat con​cert hall in which the symphony performed. Located a few blocks to the north of the downtown business section on the other side of the freeway, the Civic Center, a short walk from the library, the art museum, and City Hall, had replaced dilapidated homes and warehouses. Despite these improvements, many area residents felt the downtown area was unsafe after dark. In addition, the logis​tics (leave work downtown, drive home, return to downtown) of attending downtown events for the over-the-mountain residents made evening events somewhat unappealing.

TABLE 3

2000 Per Capita Income and Education Levels of

Butte versus Suburbs
(Population 25 or Older)
	
	Butte
	Suburbs

	Income
	$10,127
	$27,711

	High school education
	69%
	94%

	College education
	16%
	54%


The Arts in the Butte Area

Using methodology developed by the National Endowment for the Arts, the Butte Chamber of Commerce conducted a study entitled "Economic Impact of Arts and Cultural Institutions."' The data showed that the visual and performing arts and educational institutions in the area had budgets totaling $20.2 million, and the study concluded that 83 percent of this stayed in the community. Using a "conservative 3.21 turnover ratio," the study found that the annual secondary economic impact amounted to $53.9 million. Similar studies conducted in other cities noted that each person who attended an arts performance spent, on average, $19.93 in addition to the price of the ticket.' The Butte report listed thirty-four Butte cultural organizations, eight of which offered only musical performances. Eleven percent of Butte households ranked "attending cultural/arts events" as their top leisure activity.' The city provided financial support to many cultural activities, including the largest municipally owned art museum in the Southeast. The city had given the BSO an average of over $400,000 annually for the past 5 years.

Competing Leisure Activities

UAB and several other local colleges (Butte Southern College, Montana  College of Mining, Bolford University, and the University of Bozeman) all had at least one sports team. There was a pari-mutuel race track for both horse and dog racing. The metropolitan area also hosted the Toronto Blue Jay's AA minor league baseball team, the Butte Miners. The city displayed banners declaring Butte "The football capital of the North" in the downtown area. Over 41 percent of the people in Butte ranked watching sports as their top leisure activity. The city's percentage of sports watchers was the twelfth highest in the nation, despite being the only city in the top twelve without a professional football team.' The arts, sports, and racing, plus movies, nightspots, and restaurants, all sought an audience in the Butte area, and all were in competition for the consumer's entertainment dollar.

The History of the BSO
Local musicians originally formed the BSO as an amateur, volunteer orches​tra whose primary support came from the blue-collar mine and steel work​ers of Butte. Posters advertising concerts outside the mines and factories attracted listeners, seats were only 25 cents, and the workers filled the concerts.

World War II interrupted the orchestra's activities, and after the war, the orchestra reformed with a new name, Butte Symphony Orchestra. With the help of civic leaders, the fourth musical director converted the orchestra to a full-time, professional group; in 1979 it became the Butte Symphony Orchestra. The BSO hired Ed Wolff, who had a banking back​ground, as BSO executive director in 1983, and Paul Praniewicz became the music director in 1985.

Praniewicz wanted growth. "We need eight more strings," he said as he got off the plane at the Butte airport, his brown eyes flashing. Under his musical direction, with Wolff managing operations, the number of con​certs and musicians increased, and the symphony recorded two compact discs. The chairman of the BSO board remembered a 1988 concert at the Kennedy Center in Washington, D.C., as "kind of the pinnacle of Praniewicz's time here.... Boy, we (were) feeling good."9 Unfortunately, the increase in artistic output was not matched by equal increases in earned revenues.

Conductors had to strike a delicate balance between performing the "old friends," the musical pieces everyone knew, to keep the community happy, and letting the symphony grow by learning new works. The conductor also had to learn new repertoire to keep himself fresh. In Butte, Praniewicz's relationship with the traditional concert audience was somewhat strained because of his emphasis on new, atonal twentieth-century composers.

Although the musicians liked Praniewicz's style, communications between management and orchestra members were not good during the last years of Wolffs tenure, and "there were all kinds of screaming matches."" Praniewicz and Wolff brought the symphony artistic kudos, but when Wolff left at the start of the 1989-1990 season, the deficit had swelled to $1.1 million.

Management: The BSO Board

The BSO board elected Mike Warren, president of a local energy company, as chairman in October 1991. He had served as president and head of the fund-raising committee before becoming chairman. Although not a classical music lover himself, Warren felt strongly about the benefits of the orchestra. "It (the BSO) is one of the great surprises of Montana," he said. "We're proud of the artistic level . . . and the quality of life level (in Butte). I love ... the people the symphony brings to the community.""

With fifty volunteers, the board represented most of Butte's major corporations and institutions and many influential families. Warren's idea for board membership was straightforward: some members should rep​resent the large organizational donors or the local banks with whom the orchestra had credit lines, and some members should be true classical music lovers and/or symphony supporters who would be active in the BSO's vol​unteer ranks. Board members provided a strong network of the major movers and shakers in the community. The board provided overall direction, but some board members viewed the responsibilities as merely social. The board delegated most administrative authority to the executive committee, which consisted of eleven members including the executive director, the chairman, and the past chairman.

Management: The BSO Executive Director and Staff

In September 2000, Michael Duncan, the most experienced administrator in the BSO's 41 year history, joined the fourteen-member management staff as executive director. Duncan had 20 years of experience working with sym​phony management, and the musicians, Praniewicz, and the board of direc​tors all favored his selection. Appointed by and reporting to the board, the executive director oversaw the symphony's day-to-day operations. Several board committees, including finance, marketing, personnel, development and community relations, endowment, annual fund, and education assisted the executive director.

Duncan, seeing a need for a professional marketing staff, immediately launched a search for a marketing director and replaced the development director. By 2001, the administrative organizational chart (Exhibit 4) showed twenty-five people, including the executive director, on staff. To attract the best possible candidates, Duncan also increased salaries: he earned $72,000, and the new development director made $60,000 (the old one had made less than $34,000), and Duncan intended to pay the new marketing director a similar amount.

Under Ed Wolff, most communications had gone through the execu​tive director, and little communication occurred between the staff and the members of the symphony, or between the staff and the board. Everyone hoped Duncan would change all that, and at first he did. At his suggestion the board chose a member of the symphony to sit on each of the board's committees. In addition to board representation, the musicians desired greater overall input, similar to that enjoyed by the Denver Symphony. They also noted that several orchestras in the country had created the position of manager of orchestra personnel, whose job was to serve the musicians so they were happy within the orchestra itself. However, as the financial posi​tion worsened, the relationships between the musicians, the management, and the board became strained. There was no move toward establishing a manager of orchestra personnel.

The Artistic Staff: The Conductor and the Musicians

Before coming to Butte, Praniewicz trained at Julliard, worked at Tanglewood with Leonard Bernstein and with Jorge Mester at the Aspen Music Festival, and studied with Walter Susskind. He conducted in Los Angeles and served as the associate conductor of the Indianapolis and  Milwaukee Symphony orchestras. He was a dramatic conductor, urging the musicians on with theatrical gestures, seemingly wanting bigger and lusher music from them. He had sole responsibility for choosing both music and musicians as well as conducting the orchestra for most performances.

During the 2006-2007 season, the artistic members of the orchestra included, in addition to Praniewicz, an assistant conductor and seventy-five regular musicians. Occasionally, if called for in the musical score, the BSO hired additional musicians to augment specific sections of the orchestra. The sections consisted of the strings (first and second violins, violas, cellos, and basses), the woodwinds (flutes, piccolos, oboes, English horns, clar​inets, bassoons, and contrabassoon), the brass (horns, trumpets, trom​bones, and tubas), and percussion (timpani, harp, piano, and other percussion instruments). The average BSO member was 37, made $560 per week in base pay, and had played with the orchestra for 10 years. The com​bined salaries and benefits for the conductor and assistant conductor were approximately $200,000.

Each musician, as a member of the local musicians' union, had a con​tract specifying that "employment of BSO players is governed by a collective bargaining agreement between the musicians' union, the Butte Musicians' Protective Association, Local 256-733 of the American Federation of Musicians, and the Butte Symphony Association." The 66​page contract specified the number of concerts, rehearsals, and tours allowed; minimum wage, salary, insurance, and leave or vacation require​ments; and pay dates. The contract specified notification time before each performance and rehearsal, the total amount of time a musician could play each day, the length of required breaks, and the conditions under which performance, rehearsal, recording, and broadcasting could be carried out. The contract also provided for travel conditions, concert attire, selection, tenure and removal of musicians, and grievance procedures.

All parties had signed the most recent contract, covering the 2006-2007 and 2007-2008 seasons. One contract clause provided that the union would not call a strike nor would the management call a lockout. The musicians felt that by accepting the 2-year 14 percent salary cut, making their salaries lower than any other large orchestra in the country, they were doing their part to help the BSO and the new executive director to bring the deficit under control. Duncan also made salary concessions. His original contract stipulated that his salary 
would increase to $81,000 over the contract period; however, he declined the increase due to the BSO's financial difficulties.
Butte audiences were, on average, atypical of symphony concert audiences in two respects. First, the no-show rate among series season ticket holders was high:-41.4 percent during the 1996-1997 season; 42.2 percent in 1997-1998; 31.3 percent in 1998-1999; and about 30 percent during the early 2000s. The industry average was about 15 percent. Duncan felt that the high no-show rate was demoralizing to the performers. Also, since many no-show season ticket holders regarded their subscription as a "donation" to the orchestra, the no-show rate might mean lower total donations. The Pops series experienced a lower no-show rate on average, although the worst rate in recent years was a 45 percent rate for Arthur Woodley's perfor​mance of excerpts from Porgy and Bess. The largest turnouts were for tradi​tional and well-known music such as Beethoven's Ninth Symphony, when the no-show rate was only 21 percent.
Butte's audience was also more conservative than that in some other regions. They complained when Praniewicz scheduled the music of modern composers, and they reacted adversely to Polivinick's attempt to reach a younger, more casually dressed audience. When Praniewicz publicly advised ticket holders to wear blue jeans if they wished on the Friday and Saturday evenings of one of the regular Masters series concerts, the season ticket subscriber no-show rate was even higher than normal on those evenings and the orchestra management got complaint letters from many regular subscribers. However, about 1800 people attended each of the blue jeans evenings, more than normal for a Masters series concert.

A 2002 survey of season ticket holders showed that 34.3 percent of those polled had annual incomes above $100,000, 82.7 percent had college degrees, and 23.8 percent had doctorates. Over 70 percent of the respon​dents attended concerts with their spouse, and 78 percent were 45 or older.

BSO Products and Services

The BSO's major activities consisted of two concert series played at the Butte Concert Hall. The Masters series offered each ticket holder 12 classical music concerts performed on either Friday or Saturday evenings. On average, 991 people attended this series. Season ticket prices for the Masters ranged from $87.00 to $225.00 depending on seating assignments. The Pops series usually consisted of popular pieces, featuring a nationally known guest musician who was not necessarily a classical musician. Usually there was a theme, such as "An Evening with Rogers and Hammerstein" or "A Tribute to Paul Whiteman." When there was a guest musician, the sym​phony usually played alone for the first half of the program, with the guest artist appearing either alone or with the symphony after intermission. Over the past few years, such favorites as the Kingston Trio, Dizzy Gillespie, the Swingle Singers, Ray Charles, Shirley Jones, and the Harlem Boys Choir had been guest artists. Usually there were eight weekends in the Pops series. The BSO played some of the spring and fall performances in the outdoor Oak Mountain Amphitheater "over-the-mountain." Attendance averaged over 1900 for the Pops performances. Season ticket prices ranged from $88.00  to $199.00. Single performance 
ticket prices for both series ranged from $10.50 to $30.50 per performance. For both series, the average ticket sold for about $20.00.

In addition to the season series in Butte, the BSO made arrange​ments through rural school districts to play in the state's rural areas. The BSO played for 30,000 Montana schoolchildren across the state and received $1 million in state appropriations for this touring program to cover the musicians' salaries and other expenses associated with the tours. The symphony set up headquarters for a week in a centrally located place in the catchment area. During the day, individual members of the orchestra vis​ited schools to interact with students and to give demonstrations. During the evenings, the BSO performed free concerts combining classical and pops music. The BSO was the only symphony in the United States that car​ried out such a rural touring program.

In addition to the Masters, Pops, and touring concerts, the BSO occa​sionally gave free performances in city parks during the summer. The park performances were not part of the musicians' BSO season contract and not all regular BSO musicians played in them. Park performance musicians' pay came from city funds.

The BSO's Education Division goal was to involve young people in Butte and the surrounding towns with orchestral music. The divi​sion had two activities, an instructional program and a youth orchestra pro​gram. Area schools and churches served as classrooms for regular and Suzuki class lessons. After progressing to a certain level on an instrument, a child would move on to traditional private lessons.

The BSO in conjunction with the Montana School of Fine Arts operated three youth orchestras: the Montana Youth Symphony, the Butte String Orchestra, and the Butte Prelude Strings. Made up of high school and college-age students, each youth orchestra had a different musi​cal director and each performed several concerts a year in or around Butte. The orchestras provided an outlet for the students in the edu​cational program and served as a training ground for young musicians.  
Fund-Raising

The BSO's auxiliary organizations, most of which contributed funds to the symphony, were The Women's Committee of the Butte Symphony Association; the Decorator Showhouse, a joint project of the Women's Com​mittee and Junior Women's Committee; The Junior Women's Committee of the Butte Symphony Association; and The Men's Committee of the Butte Symphony Association. Most years, these auxiliary groups con​tributed $250,000 to $300,000 to the symphony. The Butte Symphony Education Committee, which oversaw the Education Division and the Montana Youth Symphony, -usually contributed an additional $100,000 to $200,000 from instructional fees and youth concert proceeds. However, like most other education programs around the country, expenses incurred by the Education Division usually equaled income, making its net contribution to the MSA closer to zero. The Butte Symphony Association Trust and the Butte Symphony Foundation usually tried to raise endowment funds, the interest from which would go to the BSO.

In 2000, at Duncan's request, the BSO hired a fund-raising consultant group to examine the MSA's community fund-raising possibilities. The con​sultants reported that "fund-raising at the Butte Symphony suffers from fragmented strategy, lack of skilled overall direction, and a general lack of confidence." They also noted the following:

· The board was not considering the true costs of doing business as a symphony

· No adequate financial plan and budget was in place

· Volunteers and contributors had not been included in setting fund​raising goals

· Fund-raising personnel and volunteers did not know exactly what they were "selling" or what case they should be making when they contacted potential donors

· There was no provision for succession in the volunteer ranks, both on the board and in fund-raising.

The consultants noted that the BSO volunteers, especially the annual fund​raising chairs and the heads of the various committees and auxiliary groups, had tremendous workloads, and there appeared to be considerable burnout among fund-raising volunteers. As a result the annual spring fund-raising drive normally got off to a precarious start. Year after year, the same goal, $1 million in contributions, was set but not attained. "Shore up the annual fund," the consultants urged.

Finances

The BSO had held its most recent endowment fund drive in 1998. The current endowment, at only about $100,000, fell well short of industry stan​dards. The consultants also found that the development staff, although hard-working, lacked knowledge of prospects and had no adequate system for keeping track of potential donors. The development staff was also responsible for securing grants from various government agencies. There was very little communication with donors; thank-you notes were often months late and were sometimes not sent at all. Perhaps most damaging was the development staff's apparent unfamiliarity with the business commu​nity despite the board's connections with the area's major businesses. Because of inadequate communication between the board and the staff, the board's knowledge of potential donors never reached the staff. Despite these limitations, in 2006-2007 the development staff under Duncan's direction raised $1.1 million (a new high for the BSO).

The information system further hampered the development staffs efforts. There were no records of background information or past contributions  either for individual or corporate donors. Access to the computer was lim​ited. Few staff members knew how the system worked, and the only termi​nal was not located on the same floor as the development office. Because the computer system configuration did not support a multi-user environ​ment, there were no plans to add terminals. The development staff had lim​ited access to word processing capabilities, so written follow-up with potential donors was difficult. Not surprisingly, the consultants recom​mended the purchase of a new computer system.

At the end of the 2006-2007 season, the administration got a new com​puter system to handle all aspects of symphony management from ticket sales to musicians' payroll. They purchased a database recommended by the consultants, and the first application was season ticketing. Due to prob​lems with the new system, however, some 2007-2008 season subscribers got their tickets late, some got duplicate tickets, and some did not even receive tickets. The local media covered the complaints about the computer prob​lems, and it appeared that total season ticket sales for the upcoming season might be down just when the symphony's finances were most precarious.

The funds statements (Exhibit 3) for 1997-2002 show the increase in the MSA's accumulated deficit. Observers cited several reasons for the increase. First, during the 1999 season, the BSO booked Smokey Robinson, the Motown singer, to play with the symphony in the 17,000-seat Coliseum. Management was surprised when only about 1100 people showed up, and the loss on that one concert was between $75,000 to $100,000. During the 1998-1999 season, guest artists' fees rose to $398,531, up about $140,000 from the season before, with an accompanying increase in ticket sales of only about $50,000. The pres​ident of the board continued to maintain that "having high-caliber guest artists will help bring people into the symphony hall, "12 although he admitted that bringing in such performers was sometimes a gamble.
During 2000-2001, there was "a series of miracles," as Warren put it. An anonymous donor gave $500,000, the state raised its contribution to over $950,000, and the bank increased its credit line. Still, bank borrowing totaled $1 million by the end of 2000, and the yearly debt service was about $100,000.

The BSO had four sources of revenue: earned revenue, private contribu​tions, public grants, and endowments (Exhibit 1). The Pops series produced more in ticket sales revenues than the Masters series for the years 1997-2002. Other revenues came through youth activities, special engagements including summer concerts, and miscellaneous sources such as program and coupon sales. The BSO's single largest expense was musician and conductor salaries, as shown in Exhibit 2.

For the 2007-2008 season, the BSO projected the following revenue sources: government grants, 22 percent; ticket sales, 36 percent; community

support, 35 percent; educational activities, 5 percent; and other, 2 percent. Expenses were forecasted at 57 percent for artistic salaries and benefits, 14 percent for concert production, 4 percent for development, 8 percent for marketing, 5 percent for administration, and 12 percent for other.

The BSO, following common practice among symphonies, had adopted the policy of using the proceeds of ticket sales for the upcoming season to meet current operating expenses. Season ticket money paid in for the whole season was typically spent before the season opened. Any discrepancy between funds received from ticket sales and expenses incurred was made up by borrowing.

The Future of the BSO
   The applause from the audience suddenly brought Duncan's attention back to the concert hall. He had heard none of the Prelude and wondered whether he should stay for the remainder of the program or go back to his preparations for the board meeting in 2 weeks. What recommendation should he make to the board? He knew that some board members were unreceptive to further attempts to penetrate the market. If the BSO stayed on its current course, could earned revenues be increased enough to address the growing debt? If so, how should the marketing effort be directed? Should the target market be changed, as the Philharmonic Orchestra of New Jersey had done? Given the debt's size, should his recom​mendations focus on drastically reducing expenses? Would downsizing to a chamber orchestra similar to St. Paul's be a workable solution? How would the musicians react to massive layoffs? Could expenses be cut enough in other areas to avoid layoffs? The musicians might respond to such a pro​posal by advocating creation of their own cooperative similar to the Colorado Orchestra.

Each of the three major alternatives-penetration, retrenchment, or cooperative-had problems. Penetration might not be realistic given the financial urgency of the BSO's situation. Musicians would object to the lay​offs required if the orchestra were downsized to a chamber orchestra con​figuration. Formation of a cooperative would probably mean reorganization of the MSA and the loss of administrative staff positions, including his own. Duncan decided the most appealing option for now was to listen to the rest of the performance.

EXHIBIT I

Butte Symphony Orchestra Revenues

	
	97-98
	98-99
	99-00
	00-01
	01-02

	Earned revenue

Ticket sales
	$ 793,446
	S 834,612
	$1,061,380
	$ 948,571
	$ 942,499

	Tours and area concerts
	266,300
	262,400
	318,698
	338,273
	277,930

	Youth orchestra concerts
	52,985
	42,399
	46,239
	50,638
	34,811

	Program income
	42,206
	42,880
	0
	0
	0

	Summer series
	0
	151,937
	0
	144,852
	158,297

	Special performances
	39,674
	56,645
	14,984
	0
	15,206

	Concert coupons
	7,512
	11,138
	10,433
	15,258
	30,649

	Subtotal
	1,202,123
	1,402,011
	1,451,734
	1,497,592
	1,459,392

	Private contributions

Corporate and individual
	966,973
	919,835
	865,676
	1,348,785
	1,125,708

	Auxiliary
	195,552
	240,287
	286,918
	411,665
	226,576

	Subtotal
	1,162,525
	1,160,122
	1,152,594
	1,760,450
	1,352,284

	Public grants

City
	440,333
	421,667
	307,083
	495,555
	416,578

	County
	30,000
	75,000
	150,000
	102,812
	51,771

	State
	303,250
	300,000
	487,500
	951,730
	500,271

	NEA
	40,000
	40,000
	40,000
	45,000
	41,150

	Other grants
	206,900
	53,758
	79,201
	198,095
	81,980

	Subtotal
	1,020,483
	890,425
	1,063,784
	1,793,192
	1,091,750

	Other revenue

Miscellaneous
	156,198
	134,867
	100,714
	192,689
	238,566

	Foundation and

endowment revenues
	13,181
	35,213
	58,297
	85,420
	73,119

	Subtotal:
	169,379
	170,080
	159,011
	278,109
	311,685

	Total
	$3,554,510
	$3,622,638
	$3,827,123
	$5,329,343
	$4,215,111

	Notes:
	
	
	
	
	


	
	97-98
	98-99
	99-00
	00-01
	01-02

	Artistic expenses

Orchestra and

conductor salaries
	$2,029,817
	$2,079,280
	$2,111,291
	$2,667,409
	$2,388,593

	Guest and assisting

artists
	257,758
	398,531
	392,247
	477,123
	402,853

	Other artistic costs
	0
	0
	3,108
	4,492
	0

	Subtotal
	2,287,575
	2,477,811
	2,506,646
	3,149,024
	2,791,446

	Concert production expenses

Music and hall rental
	94,281
	105,338
	98,728
	154,200
	121,428

	Production salaries
	135,183
	153,418
	161,891
	220,616
	203,183

	Production costs
	80,753
	133,630
	128,852
	177,020
	170,234

	Travel
	174,408
	172,391
	108,933
	176,712
	120,289

	Recording costs
	9,257
	8,783
	11,674
	7,345
	5,645

	Subtotal
	493,882
	573,560
	510,078
	735,893
	620,779

	Administration

Fund development
	42,707
	46,520
	77,932
	122,279
	204,536

	General administration
	488,556
	627,482
	716,119
	445,950
	675,176

	Marketing
	143,620
	236,018
	260,941
	828,830
	463,546

	Subtotal
	674,883
	910,020
	1,054,992
	1,397,059
	1,343,258

	Educational expenses

Youth orchestra and

activities
	138,803
	151,864
	141,765
	194,289
	209,465

	Subtotal
	138,803
	151,864
	141,765
	194,289
	209,465

	Total
	3,595,143
	4,113,255
	4,213,481
	5,476,265
	4,964,948


EXHIBIT 3

Butte Symphony Orchestra Funds Statements

	
	97-98
	98-99
	99-00
	00-01
	01-02

	Total revenues
	$3,554,510
	$3,622,638
	$3,827,123
	$5,329,343
	$4,215,111

	Total expenses
	(3,595,143)
	(4,113,255)
	(4,213,481)
	(5,476,265)
	(4,954,948)

	Excess of revenues

over expenses
	(40,633)
	(490,617)
	(386,358)
	(146,922)
	(749,837)

	Transfer from restricted

endowment fund
	7,781
	8,082
	7,884
	7,684
	5,068

	Prior period adjustments
	0
	0
	(116,566)
	0
	0

	Fund transfers
	(20,424)
	(5,530)
	(24,287)
	(4,277)
	(12,431)

	Fund balance at end of year
	(53,276)
	(488,065)
	(535,095)
	(158,883)
	(767,336)

	Fund balance at beginning

of year
	(570,344)
	(633,620)
	(1,111,685)
	(1,646,780)
	(1,805,663)

	Accumulated fund balance

at end of year
	(S 623,620)
	($1,111,685)
	($1,646,780)
	($1,805,663)
	($2,572,999)


Figure 4: Butte Symphony Orchestra Organization Chart:  December 12, 2007
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