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Or can exist without financial resources

Not even in art organizations

A focus on the financial viability of an art organization is fundamental:
● To understand whether/how it sustains itself
● For the external: to assess the solidity, feasibility of an idea; to assess 

its profitability or its financial resource needs
● For the internal: to make projections and ease decision making

Nothing is costless
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In art organizations (value-based, mission-driven) decisions are often made with 
little regard for costs.

But art organizations should be planning to generate revenues enough to at least 
cover costs.

This requires a great deal of skill in controlling costs and wisely using scarce 
resources.

Why a focus on costs?
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COST: 

THE MONETARY MEASURE

OF THE RESOURCES EMPLOYED

FOR SOME GOAL

6

(OR TO BE EMPLOYED)
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● Fixed costs
● Variable costs

Main types of costs
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All those costs whose total amount does not vary with the modifications of 
the volume of activity realized.

Fixed costs

Note: They are not stable. FC may modify 
in the long run, but for events other than 
the modifications of the volume of activity 
(e.g. decisions regarding new hires, 
increases in rents, technological 
innovations, etc. )

NUMBER OF 
CAKES SOLD

TOTAL FIXED 
COST (€ 

monthly rent)

1 1000 €

2 1000 €

10 1000 €

100 1000 €

200 1000 €
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In practice, for art organizations:

● All those costs that will not change whether you do any 
performances, or if the museum is not open to the public 

● What it takes to keep the organization functioning (all those 
costs related to the basic operation of the arts organization) 

✓ the workspace, rent, equipment, utilities, and core personnel 

costs, etc…

Fixed costs
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NUMBER OF 
CAKES 
SOLD

UNIT VARIABLE 
COST 

(€ ingredients/cake)

TOTAL 
VARIABLE 

COST 

1 2 € 2 €

2 2 € 4 €

10 2 € 20 €

100 2 € 200 €

200 2 € 400 €

All those costs whose total amount varies proportionally with the 
volume of activity realized

Variable costs If the activity increases by 10%, then 
variable costs too increase by 10%

Note: it should be clear what is the cost 
driver
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In practice, for art organizations:

• are typically those costs incurred in support of the programming. 

• When performers, technicians, designers, and other specialized staff are hired 
for a given production, project, or event (assuming a season of several shows or 
exhibitions) these costs are variable according to the volume of activity (e.g. 
number of rehearsals/number of performances/number of opening days, etc.)

• The variability lies in the fact that you control these costs by selecting the scope 
and scale of the production For example, if you decide to do an opera with a 
large chorus you would increase your personnel costs.

Variable costs
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In practice, for art organizations:

• are typically those costs incurred in support of the programming. 

• When performers, technicians, designers, and other specialized staff are hired 
for a given production, project, or event (assuming a season of several shows or 
exhibitions) these costs are variable according to the volume of activity (e.g. 
number of rehearsals/number of performances/number of opening days, etc.)

• The variability lies in the fact that you control these costs by selecting the scope 
and scale of the production For example, if you decide to do an opera with a 
large chorus you would increase your personnel costs.

Variable costs

Exemplary VC for a performing 
art company:
✔ Materials for the scenery
✔ Costumes
✔ Phone calls
✔ Paint
✔ Labour to produce the 

show…
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Fixed + variable costs
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REVENUE: 

THE MONEY GENERATED

FROM NORMAL OPERATIONS

OR OTHER SOURCE OF INCOME

15

(SALES OF GOODS OR SERVICES)
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Revenue streams

● Many art organizations operate without making enough money to sustain 
themselves from the revenues collected solely from admissions to 
performances/exhibitions/other services

● Often deliberately underprice their product, because they make what they do 
more widely available and affordable to people in the community

● Their «business» is essentially to fulfill their cultural mission

Revenues from normal operations 
(sales) cannot suffice
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Revenue streams

Sales
Tickets (subscriptions, single tickets, group tickets, family tickets…)
Fees for service
Membership dues

    BUT ALSO…
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Revenue streams

Sales
Tickets (subscriptions, single tickets, group tickets, family tickets…)
Fees for service
Membership dues

    BUT ALSO…

Other earned income
Sales of products/services (e.g. from gift shop or cafeteria)
Space/equipment rentals
Education 

Public funding
Grants and contracts (direct contributions to specific activities and 
programmes)
Transfers (mandated by law, general support)
Indirect payments (reimbursement for services, tax exemptions, vouchers…)

Private giving (donations)
Foundation giving
Corporate sponsorships
Individual giving
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  These are different mechanisms of revenue generation for art 
organizations.

  Each mechanism, moreover, can tap on more or less sources of 
revenue.

Revenue streams
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Revenue streams

HOW
FROM 
HOW 

MANY?
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Revenue streams

The diversification/dependence matrix
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● Economic value may enhance cultural value

● Revenue streams can show dependent patterns (relying only on one or very few 
different mechanisms and sources) or diversified patterns (relying on several 
mechanisms and several sources) 

● Dependency is (almost) always a weakness 🡪 what if that mechanism or source 
or revenue suddenly disappears?

● Diversification of revenue mechanisms and sources is advisable to reduce risk
● … but too much diversification could bring the art organization adrift 🡪 art 

organizations  should always consider the alignment between their revenue 
strategy and their core mission/value proposition

Revenue streams
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RELATING COSTS TO 
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Careful financial management is of 
vital importance for art 
organizations. 
We overviewed costs and revenues 
structures in art organizations 

let’s look now at how they relate 
and what for

● Budgeting
● Break-even analysis
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BUDGETING: 

(TYPICALLY OF COSTS AND REVENUES)

THE FUNCTION OF PROGRAMMING

QUANTITATIVE TARGETS

25
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Which costs and revenues items for an art org?

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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BREAK-EVEN POINT: 

TOTAL REVENUES =  TOTAL COSTS

IN CORRESPONDENCE TO WHICH

THE AMOUNT OF ACTIVITY

29
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•If I realize lower volumes of activity (e.g. less shows than the 
BEP), I incur in a LOSS

• if I realize higher volumes of activity (e.g. more shows than the 
BEP), I generate a PROFIT

BREAK-EVEN POINT (BEP)
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LOSS

PROFIT

BEP in units

Volumes of output

€

Dati:
Costi fissi               = € 2.000
Costo variabile u. = €    120
Prezzo di vendita  = €    200

€ 5.000

25

Total revenues

Total costs
BEP in sales

BREAK-EVEN POINT (BEP)
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An example of a performing art 
group that charges 14$ to an 
event in a 500 seat theatre that 
sells an average of 60% of its 
seating capacity.

Most of its costs are fixed (25,000 $ 
of salaries, stage facilities, 
building, etc.). Only a small 
portion of its cost varies  with 
the number of performances 
(variable costs amounts are 
hypothetical – e.g. lights, 
cleanings, security).

What is relevant to note?

BREAK-EVEN POINT 

32

Source: Byrnes, W. (2014). Management and the Arts. Routledge



C
U

LT
U

R
A

L 
H

ER
IT

A
G

E 
2.

0

An example of a performing art 
group that charges 14$ to an 
event in a 500 seat theatre that 
sells an average of 60% of its 
seating capacity.

Most of its costs are fixed (25,000 $ 
of salaries, stage facilities, 
building, etc.). Only a small 
portion of its cost varies  with 
the number of performances 
(variable costs amounts are 
hypothetical – e.g. lights, 
cleanings, security).

What is relevant to note?

BREAK-EVEN POINT 

33

Only after 8 performances, the group 
begins to make more money than its 
costs to produce each performance of 
the event

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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An example of a performing art 
group that charges 14$ to an 
event in a 500 seat theatre that 
sells an average of 60% of its 
seating capacity.

Most of its costs are fixed (25,000 $ 
of salaries, stage facilities, 
building, etc.). Only a small 
portion of its cost varies  with 
the number of performances 
(variable costs amounts are 
hypothetical – e.g. lights, 
cleanings, security).

What is relevant to note?

BREAK-EVEN POINT 

34

After 16 performances, the group 
begins to makes more money than 
the original investment of 25,000 $ FC 
+ 500 $ VC

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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An example of a performing art 
group that charges 14$ to an 
event in a 500 seat theatre that 
sells an average of 60% of its 
seating capacity.

Most of its costs are fixed (25,000 $ 
of salaries, stage facilities, 
building, etc.). Only a small 
portion of its cost varies  with 
the number of performances 
(variable costs amounts are 
hypothetical – e.g. lights, 
cleanings, security).

What is relevant to note?

BREAK-EVEN POINT 

35

Average cost (or unit cost = 
TC/output) go down significantly as 
the number of performances goes up

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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•  To understand costs and revenues dynamics 🡪 simulate scenarios 🡪 
make decisions

•  How can profit (or the break-even) be met?

✔ by acting on revenues 

✔ by acting on costs

✔ by acting both on revenues & costs

WHAT FOR?

36

✔ increasing the price/differentiating 
price offerings

✔ increasing the number of shows 
(more volumes of output)

✔ Reducing variable costs
✔ Reducing fixed costs
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FINANCIAL REPORTING 
(essentials)
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   In addition to the accounting system producing weekly and monthly 
budget reports on the income, expenses and commitments of the 
arts organization, the information also feeds into annual two major 
reports:

•  the statement of activity (income statement) 
•  the balance sheet

Financial reporting

38
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Focus on:

Statement of Activity 
(or income statement)
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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•   Depicts the annual revenues (income) and costs (expenditures) for 
the organization.

•   Shows the dynamic of the construction/erosion of the economic 
value over a year.

•   The breakdown of costs and revenues allows the reader to see 
how the organization arrived at its financial condition at the end of 
the year.

•  the difference between revenues and costs summarizes the 
profit/loss generated (surplus/deficit)

What does it show?

42
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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Focus on:

Balance sheet
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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Source: Byrnes, W. (2014). Management and the Arts. Routledge
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ASSETS = property or resources 
owned by the organization. When 
money is received in the form of 
revenues or gifts, or even receivables, 
it is classified as an asset that adds to 
the organization overall worth

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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LIABILITIES = money owed, funds 
committed, payables. When expenses 
are incurred, they are recorded as 
liabilities that reduce the 
organization’s overall worth.

Source: Byrnes, W. (2014). Management and the Arts. Routledge



C
U

LT
U

R
A

L 
H

ER
IT

A
G

E 
2.

0

49

Source: Byrnes, W. (2014). Management and the Arts. Routledge
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A close look at financial numbers is useful to:

• Clarify the internal economy of an art organisation
• Going beyond the façade/rhetoric of value creation
• As a starting point, to formulate specific questions

Numbers tell a lot
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• Careful financial management is vital for art organizations
• Important to know the essentials, in order not to be swept away by it
• Numbers tell a lot, and should be kept under control (and not only by 

number specialists!)
• Here provided the essential elements to at least read and understand 

a budget or a financial report
• Much can be said, based on this, of an entity’s internal economy and 

its conditions of sustainability and durability

And should be kept under control

52
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