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Abstract

This thesis investigates the question of what is the current role of the state in the
cultural facility development process, and, in light of facility-related warnings that have
been made over the years, what role should the state take? I study if and how the states
have responded to calls for change in the industry and also address the feasibility of a
state-level cultural facilities funding program that successfully delivers both financial and
technical assistance services to the arts and cultural sector. I use a mixed-method case
study approach: a nationwide survey of state arts agencies, program guideline analysis,
and interviews, culminating in case studies of selected state-level cultural facilities
funding program.

I find that the state currently plays a variety of roles in the cultural facility
development process, due to a number of different factors in program design, such as
program size and key decision-making entities, that affect a state agency's ability to act
in an effective manner. There are two parts to program effectiveness-is it getting done?
And, is it getting done well?-that are attributable to adequate funding and good
discretionary judgment, respectively. Unfortunately, I find an inverse relationship
between these two factors, which makes program effectiveness a challenge. Given this
relationship, state agencies are forced to compensate for the sacrifice of one feature for
the other, to varying degrees of success.

I recommend that the state agencies ultimately embrace a process in which all
discretionary powers are given up in the exchange for robust annual program funding that
also includes substantial oversight responsibilities. In this way, programs are able to
guarantee their viability and impact through the use of a long term framework for
analysis.

Thesis Supervisor: J. Mark Schuster
Title: Professor of Urban Cultural Policy
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INTRODUCTION

Cultural facilities have always intrigued me. When I worked at the Kennedy

Center for the Performing Arts one summer, I became intimately familiar with the

fluorescent lighting in the windowless trenches of offices in the core of the building while

the stately theaters at either end of the building remained enshrouded to keep the

offending light from seeping in. I spent another internship at Pacific Northwest Ballet in

Seattle, where I attended the grand unveiling of the renovation plans for the new and

improved Marion Oliver McCaw Hall, and then spent the rest of the summer in the box

office, mapping season subscribers' seats from their old location in McCaw to their

temporary new home at Mercer "Arts" Arena. It is safe to say that I had an unusual

perspective on these facilities after seeing their less glamorous aspects.

Yet, I was still attracted to the bureaucratic, behind the scenes work, and after I

graduated from college, I proceeded full steam ahead to my desired career in performing

arts administration. That is, until the state of the economy stopped me in my tracks.

(When I called San Francisco Ballet, the Director of Marketing picked up the phone and

said, "Hello, I just fired four of my staff, how can I help you?") Thus, I ended up in the

affordable housing industry for three valuable years, which eventually brought me to

DUSP and the Center for Real Estate.

At some point this past fall, I remember receiving a job posting for a position at

the newly formed Massachusetts Cultural Facilities Fund (CFF). The position was at the

Massachusetts Cultural Council, but the job description included "project feasibility

analysis" and other real estate type terms that I had spent the last couple years studying. I

think that it struck a chord with me because it was such a harmonious intersection of two

of my great interests. In fact, I had been searching for a thesis topic in the field of "arts-

related development," thinking that perhaps I would use the opening of Boston's new

Institute for Contemporary Art (ICA) as a case study to investigate something or other.

But with the CFF topic came the opportunity to study the cultural facility development

process at a broader scale.

When I originally dove into the topic, I thought that I would emerge at the end of

this thesis process a cultural facilities development guru, knowing how fo get projects
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built, and spending the rest of my days at the helm of exciting cultural facility

development projects. However, as I delved into the topic, I quickly realized that I had

been swept up in the excitement of some spectacular project openings, but that the true

impact of these projects, on arts organizations and on the sector, was actually very

worrying.

Returning my attention to the CFF, I began to worry that I had entangled myself

with a program that would only feed the fire and lead to a dramatic bursting of the

cultural facilities building bubble. I was apprehensive when I sat down to talk with

Charlie McDermott, Deputy Director of the Massachusetts Cultural Council, one of the

biggest champions of the CFF, and its chief architect. Then, in plain terms, Charlie told

me that the true role of the CFF, a fund established to provide support for cultural facility

development, was to stop the development of cultural facilities, or at least to stop their

development in the current destructive fashion. The goal was to use the CFF as a draw to

then change the way that organizations approach the process by promoting good

decision-making and a comprehensive planning process. I was struck by the

subversiveness of it all, which it got me thinking about the role of public funding support

in cultural facility development.

In this thesis, I explore the variety of roles the state can play in the cultural facility

development process. The great variety is due to a number of different factors in

program design, such as program size and key decision-making entities, that affect a state

agency's ability to act in an effective manner. There are two parts to program

effectiveness-is it getting done? And, is it getting done well?-that are attributable to

adequate funding and good discretionary judgment, respectively. Unfortunately, there is

an inverse relationship between these two factors, which makes program effectiveness a

challenge. Given this relationship, state agencies are forced to compensate for the

sacrifice of one feature for the other, to varying degrees of success.
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CHAPTER 1: Setting the Scene

We are in the midst of a cultural building boom. In March 2007, The New York

Times produced a special feature on museum expansions

(http://www.nytimes.com/museums), with an interactive graphic highlighting 46 projects

in development across the country with openings planned in 2007 through 2010.

A screen capture of the interactive graphic from The New York Times website.

This was accompanied by articles on a wide range of topics, from an assessment of how

physical work actually plays out in expansion and renovation projects, to the long term

viability of museums that are created from personal collections by wealthy individuals.

Robin Pogrebin's's article, "Grand Plans and Huge Spending," offered a few

explanations for the motivations behind the building explosion: museums anticipate

increased media coverage, new donors, and more visitors; local governments see cultural

institutions as economic engines; and donors like to support prestigious construction

projects and see their names on buildings. Pogrebin included a paragraph stating that

"some art experts warn that all this new building could backfire" on account of bigger
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bills and the often overlooked need to raise money for future operating expenses in

addition to immediate construction costs. However, the article ended brightly with "For

the moment, however, these are glory days."

Indeed, it is a heady timefor architects that get to design a project that is as much

a piece of art as the works that are contained within. Recently, my in-box has been

flooded (courtesy of Google Alerts) with "cultural facilities" articles about Stephen

Holl's glowing achievement for his addition to the Nelson-Atkins Museum in Kansas

City. Coming in just under budget at $196 million, the project brought the museum's

total square footage to 399,000 sf and also a great deal of favorable press. A turnout of

over 67,000 visitors exceeded expectations of 65,000 for the month of June 2007, though

it remains to be seen whether attendance levels will continue in order to meet a projection

of 650,000 for the year, almost double the pre-expansion attendance rate of 350,000

annual visitors (Thorson 2007). As a reference point, the Guggenheim Museum Bilbao,

that gold standard of cultural development projects which all museums (and

municipalities) strive for at some level when undertaking a building project, achieved

triple the estimated attendance in its inaugural year with 1.35 million visitors, according

to a 1998 press release from the museum. The Solomon R. Guggenheim Foundation's

most recent annual report stated that attendance had remained strong at more than

965,000 annual visitors in 2005, its eighth year of operations.

Though architects may be enjoying their glory days, it is the museums that are left

to deal with what happens beyond "for the moment." The passage of time often reveals

weaknesses in the foundation (literal and metaphorical) of a project. Unfortunately,

many examples have come to light in the past year. The Carnival Center for the

Performing Arts, designed by Cesar Pelli, opened to great fanfare in October 2006. At

$473 million and 525,000 square feet, the project was trumpeted as a big project for a big

international city. However, in its first year of operation, the Center has already received

a $4.1 million bailout from Miami-Dade County for operating shortfalls that resulted

from rapidly escalating utility costs, overly optimistic ticket sale revenues, and a failure

to increase projected expenses when the project size increased from 476,000 square feet

(Chang 2007). The Denver Art Museum's expansion project, designed by Daniel

Libeskind, at $110 million and 146,000 square feet, also opened in October 2006. In
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April 2007 the museum was forced to cut staff by 14% amidst financial turbulence (Litt

2007). The Royal Ontario Museum in Toronto also boasted a Libeskind-designed

addition, the Michael Lee-Chin Crystal, when it opened last month. Unfortunately, the

museum also laid off at least 24 summer workers when attendance figures came in low-

1,500 to 3,000 visitors on weekdays, compared with an anticipated 10,000 visitors a day.

If attendance continues to fall short by several thousand visitors a day, the shortfall in

anticipated revenues would be more than C$100,000 each week (Ross 2007).

This collective anecdotal evidence points to an uncertain future for the arts sector

with so many similarly high-profile and ambitious projects in the pipeline. If facilities

continue to cause financial hardship and instability for the organizations to which they

provide a home, the future prospects of arts and cultural organizations seeking to expand

and/or invest in capital projects may be in doubt. More importantly, the entire sector

could be destabilized, with already limited funding directed toward the financial bailouts

of poorly planned projects rather than the support of artistic missions and pursuits.

Martin Mayer's Bricks, Mortar and the Performing Arts

It may or may not be reassuring to know that the current building boom, and its

associated difficulties, is not a new phenomenon. 173 arts centers and theaters were

completed in the United States from 1962-69, with another 179 in planning or

construction as of 1970. During the same period, over two thirds of all monetary support

to the performing arts was allocated to building. That building boom also coincided with

financial difficulties for many arts and cultural organizations, prompting Martin Mayer's

1970 Twentieth Century Fund taskforce report, Bricks, Mortar and the Performing Arts,

to warn that no major facility for the performing arts should be built if the maintenance

and operation of the building would unduly burden the performing groups. It is

important to note that Mayer believed that the problems were not inherent in the act of

building, but rather in the lack of planning for and understanding of the consequences of

capital expansion. In fact, he went so far as to state that, with proper oversight, the

"largest single controllable factor in the health of the performing arts is the attractiveness,
technical adequacy and financial efficiency of their housing... the planning and
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managing of physical facilities for the performing arts has come to exert unexpected and

largely unrecognized leverage."

Nonprofit Facilities Fund's National Cultural Facilities Study

Though the arts and cultural sector did not collapse in a spectacular fashion after

that earlier building boom, it is not too much more comforting to know that Mayer's

message did not appear to get through to the industry. Indeed, the building continues at

an ever-accelerating pace with projects that seem to only grow in scope and ambition

even though the same warning is still being issued: owning facilities is destabilizing,

often crippling, for many organizations. There are at least some, among the state arts

agencies and nonprofit lenders and consultants, that recognize that owning a facility adds

a third line of business to an organization's core mission and fundraising responsibilities,

i.e., facilities management, but both cultural organizations and funders still systematically

underestimate what it takes to do all these things well (Gill 2006).

Nonprofit Facilities Fund (NFF) is a community development financial institution

(CDFI) that offers an integrated package of financial and advisory services and works

with nonprofit organizations to increase their capacity and ability to operate effectively in

order to serve their communities. In 1992, NFF conducted a National Cultural Facilities

Study based on conversations with artists, arts organizations, arts funders, government

agencies and others, as well as on an analysis of financial information from individual

organizations. Following is a summary of their main findings:

1. Facilities are central to the arts. Arts programs are economically inseparable

from the facilities that house them. Arts organizations are highly dependent on

revenues from audiences or users (typically, almost half of an organization's

income is earned income), thus program managers must constantly balance the

cost of their facilities with the revenue they can generate.

2. Most facilities investment is made without adequate planning. Arts organizations

and their supporters make significant investments in facilities--over $630 million

was committed to the ninety-three projects examined during the study--but

without adequate forethought or planning.

a. Lack of broad-based planning: Successful projects were driven by their
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resident organizations' strong sense of their artistic mission, institutional

capacity and market. However, typical planning and feasibility studies do

not address these factors, focusing too narrowly on addressing the

characteristics of a particular site instead. Consequently, real estate

"opportunities" rather than the organization's mission and capacity usually

drive projects, with poor results.

In typical studies, the peripheral question, "What do we need to do

to make this project happen?" replaces the more complex cardinal

question, "What kind of facility do we need (and can we support it) over

the next 10 years?" This occurs with no questioning of whether the

project itself is optimal. Unfortunately, this often leads to the fallacious

conclusion that if the project is feasible, it should go forward.

b. Underestimation of time and sophistication needed: Whatever the size of

an arts organization, its facility project usually outstrips its capacities-

both human and financial-by a sizeable margin. Projects typically

require that funds totaling several times annual revenues be assembled

while annual operating fundraising is ongoing.

3. Resources are mistimed and mismatched to facilities development. Lack of

money does not appear to be the primary cause of problems, although it is most

frequently cited as the issue when things go wrong. In fact, funds are more likely

to be mismatched to need, ill-timed or difficult to access.

4. Facility activity is both continual and cyclical. Many capital campaign

contributors believe that capital expenditures are one-time events. In reality,

building and maintaining facilities is a continual, costly activity that tends to

create more activity-not end it-particularly among small and mid-sized

organizations. In addition, large-scale activity needs to occur every six to ten

years to meet growth-related needs or to address severe deferred maintenance.

The study revealed the great extent to which facilities dominated arts

organizations, due to their technical complexity and expensive and time-consuming

construction and maintenance. In addition, it highlighted that while appropriate facilities

(in size and function) are intrinsic to the health of arts organizations, that question is
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treated as a peripheral one. This denial means that millions are spent annually to build an

enormous asset base without properly conceiving of it or providing for it. As the

demands that facilities place on artists and arts organizations and their impact over time

are ignored, the results are costly.

NFF found that this process-the way that arts organizations undertake facility

projects-needed to change, with a refocusing of resources on: (i) planning and pre-

development and (ii) project management, to increase control over implementation. The

primary change would be for managers to plan arts facilities in light of their missions,

needs and capacities; the principal leverage point to accomplish this would be financial.

NFF believed that although arts organizations need and can use financing and

grants designed to help them attract support, they would not be able to use these

resources successfully without parallel technical assistance. And while arts organizations

need technical assistance to help them plan sound projects, they would not use it unless it

was linked to financing and grants. NFF concluded that an intermediary with both

financial and technical assistance capabilities could work as an agent of positive change

in the industry.

The "One-Two Punch"?: Grant Financing and Technical Assistance

The same cautionary tale regarding cultural facilities was told in 1970, again in

1992, and continues to be issued today. In part, this is because a large amount of the

funding in the arts comes from individuals for capital projects (Vladeck 1976, Ellis

2007); no master vision exists and gifts are not made conditional upon adequate broad-

based planning. This is not a good reason for a capital funding program to exclude

private giving from the mix, but rather, more of an incentive to provide a good example

to follow. If a program is to effect a change in the deeply entrenched attitudes and beliefs

of the sector, it needs to be a large enough player that it can impose a strategic framework

for capital project decisions and establish the criteria that determine the types of projects

that get built. The public sector is a good candidate to implement and enforce a

responsible capital planning process for the arts and cultural sector. The goal would be to

create a public program through which capital funds flow, but that avoids contributing to

the existing predicament by applying a rigorous educational and screening process based
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on holistic planning principles.

There are two dimensions to being a "large enough player" in financial terms.

First, the amount of funding must be large enough that it would seem foolish to disregard

it. Second, the funding source must have enough security of flow that it is considered a

reliable source. A program can only ensure its influence if the amount of funding and its

dependability from year to year are great enough to outweigh the perceived hassle of the

strings attached. Otherwise, it would be too easy to dismiss the funding source as non-

essential and its impact would be minimal.

Once the financial resources have been established as a significant lure for those

embarking upon capital projects, there are several different forms that the technical

assistance can take. The most obvious is the provision of grants for undertaking planning

and feasibility studies. Also, technical assistance workshops and counseling services can

be offered in order to develop business and management skills at an organizational level

to adequately plan for a new facility. In addition, the application process-asking the

right questions and requiring an overall organization and facilities plan as conditions for

funding, for example-can be an effective way to reframe the traditional capital project

conception process. At the end of the day, a technical assistance program is successful if

"good" projects get built, "bad" projects either change and develop into "good" projects

or otherwise do not move forward, and new projects are conceived based on a

comprehensive planning process.1

Ultimately, technical assistance alone does not determine the quality of the

projects that get built. Clearly, the selection process is key in assuring that the well-

conceived projects move forward and the poorly-conceived do not. The magnitude of the

funding is also important, as explained above, but the source of the funding can affect

project selection. For example, it is conceivable that a particular funding process could

encourage less than ideal projects to be built so as to not lose the funding for that year or

in the future. Also, the process through which funds are allocated could result in a

project selection process that is motivated by political considerations. Both of these

I define "good" and "bad" projects based on the degree to which the project forwards
the mission of the organization undertaking the project, as well as the extent to which the
project is based on long term comprehensive planning.
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scenarios highlight potential conflicts between achieving significant financial resources

and applying stringent project standards through technical assistance processes. This

raises the question of whether a program that delivers both effective financing and

technical assistance is truly viable. I will explore this issue in greater depth in the

examination of specific state programs in the main body of this thesis.

The Role of the State

NFF identified problems with facilities development in the arts and cultural sector

and proposed a potential structure for tackling this predicament, but did not go so far as

to suggest who the appropriate intermediaries might be. In the public sector, I believe

that the state arts agencies (SAAs) are excellent vehicles for implementing cultural

facilities funding programs that take the dual-pronged approach to provide both financial

and technical assistance resources for the following reasons:

* "Direct support for the arts at the state level is now-and has been for some time-a
more important source of direct government aid to the arts in the United States than
is direct support at the federal level" (Schuster 2003, p. 4).

In the 1960s, arts advocates in the United States used the Arts Council of Great

Britain as a model in pressing for national government provision of direct cash support of

cultural institutions and cultural activities. Prior to this, the federal government had only

been providing base-level financing to Washington D.C.'s museums and cultural

activities. However, advocates believed that financial support should be extended to

performing arts companies and art museums across the country, and thus, in 1965, the

National Endowment for the Arts (NEA) and the National Endowment for the

Humanities (NEH) were established to support other cultural activities (Netzer 2006).

Government funding of the Endowments peaked in 1980 (in current dollars), was

cut sharply during the 1980s and has grown unevenly at modest rates since then.

Though, even when funding was at its peak, the total amount of federal money provided

for the NEA was too small to permit an ambitious role in support of capital projects.

Following the reduction in NEA funding during the 1990s, a considerable percentage of

the funds are now passed on directly to the SAAs, which became the new hope for

sustained government support of cultural organizations (Netzer 2006).
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For fiscal year 2007, state legislatures appropriated $326.7 million for the state

arts agencies, which also received an additional $20.3 million from other state

government sources. The appropriations for the NEA, on the other hand, were $124.6

million, of which $32.2 million was passed through to the states. State support for the

arts through state arts agencies was almost 2.8 times direct federal support for the arts

through the NEA. If the transfers from the NEA to the states, mandated by law to be 40

percent of the NEA's annual program funds, are taken into account, state influence over

direct arts expenditure was even higher (Schuster 2003).

CHART 1: National Endowment for the Arts (NEA) and State Arts Agency

Legislative Appropriations, Fiscal Years 1969-2007
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However, it is important to recognize that there is considerable volatility in SAA

budgets (as reflected in the graph above), reflecting budgetary pressures confronting state

governments during recessions. This is a concern that I will attempt to address later in

this thesis in discussions about specific state programs.

S"Increasingly, cultural programs andprojects are being adopted to pursue a wide
variety of societal aims (economic development, cultural tourism, intervention with
youth at risk, etc.), aims that are more likely to be pursued at the state and local
levels because of their closer relationship to the constituencies that are most likely to
be affected" (Schuster 2003, p. 5).
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Bruno Frey (1999) states that one of the strengths of American cultural policy is

that most direct subsidy to the cultural sector is provided by state and local governments

rather than by the national government, because decision-making about each gift is left

highly dispersed among thousands of private parties. When the political decisions are

made at the local rather than the central government level, there can be more confidence

in the process of public choice (Netzer 2006). Cultural goods can be a significant

contribution to the local quality of life, justifying the dominance of state and local

financing, over federal sources, of cash subsidies to culture. The instrumental benefits of

culture are more convincing when they are articulated at a local level-e.g., heritage as a

lure to cultural tourism (Schuster 2003). The demands for improved and increased

cultural services and opportunities are also much more likely to be expressed at the state

and local levels than at the national level.

Research Question

Though the arts and cultural sector may continue to struggle along without a

major reform to the development process for cultural facilities, it is clear that there is an

opportunity to use the planning and management of physical facilities to exert positive

leverage on the health of the performing arts. NFF offered the beginning of a solution: an

intermediary with both financial and technical assistance capabilities could work as an

agent of positive change in the industry. I have built upon this by further refining the

type of financial and technical assistance resources that would be needed to effect a

sector-wide change, and by proposing that state-level arts agencies are the appropriate

vehicle to implement these dual-pronged cultural facilities funding programs.

This thesis investigates the question of what is the current role of the state in the

cultural facility development process, and, in light of the facility-related warnings that

have been made over the years, what role should the state take? In evaluating this

question, I will study if and how the states have responded to calls for change in the

industry. I will also address the feasibility of a state-level cultural facilities funding

program that successfully delivers both financial and technical assistance services to the

arts and cultural sector.
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CHAPTER 2: Literature Review

Chapter 1 set the scene by providing a snapshot of the current (unstable) state of

the arts sector with regard to capital projects and their effects. The current state of affairs

combined with recommendations from over the years for how to respond to such a

situation prompted my question of what role the state plays in the cultural facility

development process. However, before I embark upon an examination of actual state

practices related to this issue, I will provide some background, from the literature, on the

dynamics in the arts sector (and nonprofit sector more generally) that have combined to

create this situation. I will also present a brief overview of construction activity and other

methods of managing capacity issues in the nonprofit healthcare sector, with a discussion

of the governmental actions used to regulate that industry. The hospital facility literature

will shed some light on possible analogous policy actions and recommendations to be

made for the arts and cultural sectors.

Bruce Viadeck's "Why nonprofits go broke"

In 1976, Bruce Vladeck wrote an article entitled "Why nonprofits go broke" in

which he described the state of crises in the nonprofit sectors of health, higher education,

and the arts. This peril closely followed a period of great prosperity and aggrandizement.

Vladeck believed that this was not just an unfortunate coincidence, but rather, evidence

of a causal relationship between boom and bust: In the absence of sufficiently powerful

countervailing pressures, nonprofit institutions over-invest in capital expenditures

(boom), to the great detriment of organizational health (bust). Meanwhile, public policy,

in support of nonprofits, has only served to exacerbate those tendencies by feeding the

building fire and then neglecting to follow up with operating support.

The notion that there can be too much investment in the nonprofit sectors may

seem strange, unless one recognizes the critical differences between capital and operating

expenditures, and between fixed and variable costs. It is in achieving a balance between

these that the nonprofits have gone astray. For example, nonprofits often keep separate

sets of accounts for facility construction. This propagates the illusion that all is well on

the capital side while there is some mysterious financial drain on the operations side.
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Better accounting practices that account for the full life cycle costs of a project would

make the inconsistency apparent to the organizations as well as to funding sources,

inducing them to rethink their guiding policies.

Vladeck highlights characteristics- of the nonprofit sectors that create destabilizing

situations that may be surprising to those versed in basic economic principles. For

example, health, education, and arts services are necessarily highly labor-intensive.

While traditional economic theory assumes that capital and labor can be directly

substituted for one another, the creation of physical capital in these fields requires an

addition, rather than providing a substitution, of new forms of activity. In the nonprofit

service industries, capital by itself is almost entirely non-productive, and capital

investment only increases output if it is accompanied by additional labor inputs. In

addition, capital investment is so self-destructive because it increases fixed costs without

directly increasing productive capacity. These fixed costs of maintaining and operating

physical facilities constitute a largely overlooked and enormous drain on nonprofits. And

to add insult to injury, even if investment increases production, most nonprofit

institutions charge less for the average unit of service they provide than it costs them to

produce it, making up the deficit with some form of subsidy. Thus, capital investment

actually increases the institution's ability to lose money (Vladeck 1976).

Vladeck also provides another explanation for the self-destructive dynamics of the

nonprofit sector: much of the funding comes from private philanthropy, which tends to

favor capital construction over operating expenses. Unfortunately, the traditional giving

pattern, of which the public sector is guilty as well, is the provision of seed money (for

capital) followed by a period of drought (for operations). At face value, despite these

warnings, there is little incentive for institutions to say no to anyone offering "free"

money. In addition, cultural organizations set prices by determining their costs,

subtracting anticipated revenues from philanthropy, government, and endowments, and

then dividing the remainder by the expected volume of clientele. There is no direct

relation to the marginal cost to the institution of providing the service, and pricing is not

determined by market considerations. Instead, it is the result of a calculation in which

total revenues are set equal to total costs-with the costs determined first. The
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combination of these two factors, free money and a detachment from the costs resulting

from free money, lead to over-investment across the nonprofit sectors.

Technical Development Corporation's "A New Approach to Planning for

Institutional Expansion"
Technical Development Corporation (TDC) is a nonprofit management consultant

that works with nonprofit organizations to increase their capacity and ability to operate

effectively. As a practitioner that works with actual organizations that are subject to the

forces and dynamics that Vladeck describes above, TDC has explored the incentives

behind engaging in capital projects, and how an organization can be led astray to invest in

the wrong building, despite their best strategic planning efforts. A summary of their

article on the subject, "A New Approach to Planning for Institutional Expansion"

follows.

TDC believes that the two most commonly accepted beliefs among

organizations are that a new building will bring greater revenue, and that design

matters in the quality of the new building. They cite a number of underpinnings for

the assumption of increased revenues: the success of highly visible projects like the

Guggenheim's Bilbao in creating a destination; the economic argument, articulated

most recently by Richard Florida in his book, The Rise of the Creative Class, that the

creative class is key to vibrant, healthy cities; and the idea of visible marketability or

branding through a physical presence-build it and they will come. While these three

assumptions are not faulty in and of themselves, separately and in combination, they

have created a level of excitement and a promise for transformation that may not be

warranted in all of the situations in which they are being applied.

In a conversation with Susan Nelson, a Principal at TDC, she discussed how

these are not only assumptions held by organizations looking to embark upon a

capital project, but also by local governments that ultimately have the authority to

approve or deny a project. Susan Chin, Assistant Commissioner at New York City's

Department of Cultural Affairs echoed this sentiment, describing how New York

City's planning department is seeing many mixed use projects come across their

desks these days, and that they are looking for community benefits. Arts facilities are
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preferred over, say a community health clinic, and are frequently getting thrown into

a project by a developer (or being requested by the local government) to ease the

approvals process. Unfortunately, nobody consults the arts organizations that are

then saddled with the facility.

TDC's second commonly accepted belief, 'Design matters,' has also been

growing in resonance. The rise of the "star-chitect", that famed, world-renowned

architect, is evidence of this trend, as discussed in Chapter 1. These architects are hired

with the assumption that both their name and their design ingenuity will be a source of

strength and drawing power for the project. "Good design," as a general expectation,

without an understanding of what that means exactly, has become a baseline in decision

making.

Once an institution has made the decision to build, everyone is eager to see the

vision realized. However, TDC cautions that as momentum takes over, strategic thinking

may give way to tactical thinking. Instead of the institutional vision and programmatic

ambition being the coordinating center of creative energy, the design concept itself

becomes a driving force in decision-making. TDC warns that the greatest risk is

investing in the wrong building. Though it may be an architectural masterpiece, if it fails

to advance institutional mission and programmatic goals, the project has failed.

TDC also presents a list of the most commonly used assertions, in which the

emotional attachment to the ideas discussed above are disguised within broader strategic

arguments for new investments:

* The old building is the problem: If an organization appears to be operating soundly,

but has outgrown its existing space, it may be tempted to move straight into a

building project without stopping to test the underlying strategic assumptions.

* A new building will solve our problems: Whether fueled by a desire to keep up with

peer institutions or by the thought that a new building will generate revenue, some

institutions find construction a more exciting solution to problem solving than the

hard work of long term strategic positioning. Sometimes, it is the only plan of action

that a board can agree upon and rally around.

* A new building can redefine us: When an organization rethinks its mission--and uses

construction to re-brand its identity--the stakes are particularly high.
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None of these approaches is inherently wrong, and they can result in success, but results

can also fall far short of the high initial expectations because the reasons do not align

with the actual vision and programmatic ambition of the institution.

Adrian Ellis, Interview

Adrian Ellis, of Adrian Ellis Associates (AEA) Consulting, a company that

specializes in strategic, operational and facilities planning for cultural organizations, is

another on-the-ground practitioner who believes there is a systemic bias towards the

oversupply of arts buildings for the following reasons:

* Funding flows to new construction projects over operating/maintenance expenses,

regardless of need, and the funding is not fungible. An organization can generally

raise money for a new wing, whether the expansion is justified or not, but a new

boiler in the basement is a much less glamorous proposition, for which there are

few takers. This is in agreement with Vladeck's experience with private

philanthropy, reported above.

* Micro decisions can be logical, though often overly optimistic, but the ultimate

result may be far off track. Many arts organizations get their facilities advice

from architects, capital campaign consultants and board members. However,

architects focus on the building, not the market; fundraisers focus on how much

can be raised in a one-time campaign (the easier fundraising task), not on the

ability of the organization to support the building over time; and pro-bono real

estate, legal or financial professionals are seldom experienced with the nonprofit

arts market and business model. The problem is the lack of a holistic project

viewpoint that can cause a project to balloon out of control without ever

questioning whether the project is warranted in the first place.

As a result of these factors, building has proceeded at a rapid pace and capital

projects have increased the sector's fixed cost base, but without creating a corresponding

increase in its access to earned or contributed income required to maintain that base.

Again, Ellis echoes Vladeck, whose ideas are still in play 30 years after his article was

published. In addition, Ellis believes that uncontrolled decades of building for the arts

and attempting to spread culture across the land have skewed the balance between supply
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and demand. Thus, the expansive investment in capital expenditures have inadvertently

destabilized the sector, causing it to be weakly capitalized and over-extended.

Hospital Facility Development
With a clearer picture of how the arts sector ended up in its current state after

explanations from academics and on-the-ground practitioners, we now turn our attention

to another nonprofit sector-health-that has also experienced rapid expansion in its

facilities to observe how this sector dealt with the resulting consequences.

In his above-referenced article, Vladeck told the story of how the enormous

escalation of hospital costs due to rapid expansion forced a recognition of the dangers of

over-investment. He explained how elaborate governmental mechanisms were

established to limit and rationalize the construction of health facilities and the needless

duplication of capacity. For example, sections of the 1972 Social Security Amendments

forbid Medicare or Medicaid reimbursement for facilities constructed without appropriate

"certificates of need" (CON) from designated state agencies. However, Vladeck's belief

was that while federal legislation has made it more difficult for health facilities to blindly

proceed with expansion, determined administrators could still find the money somewhere

else.

In two recent 2006 articles, "TRENDS - Construction Activity in US Hospitals"

and "The Transition From Excess Capacity to Strained Capacity in US Hospitals," Gloria

Bazzoli and her co-authors explore the increased construction activity in US hospitals and

its drivers, and other institutional responses to strained capacity in the sector. They

evaluate the effectiveness of CON regulations with reference to these issues. Their

findings are summarized below.

Bazzoli et al reported that hospitals nationwide have engaged in increased

construction activity in recent years. There are four primary types of activity: 1) building

of new full-service hospitals or substantial expansion of existing general hospital

capacity, 2) building of new facilities or expansion of existing capacity for specific

specialty services, 3) replacement of old facilities, in total or in part, and 4) expansion of

capacity in particular service areas due to patient demand exceeding current supply. Each

of these activities has different driving forces, as well as different ramifications on the
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sector. For example, the cost of new buildings is clearly much greater in magnitude than

the expansion of capacity, and seems to be largely motivated by rapid population growth.

The replacement of old facilities deals with facilities in need of restructuring due to issues

of obsolescence and new consumer preferences. For example, hospital space is being

restructured to accommodate new technology, and existing bed capacity is being

converted to private rooms.

All of these construction activities are due in some part to issues of strained

capacity. Putting aside the question of whether capacity is actually limited, or whether it

is merely the perception of strained capacity, how do health institutions deal with this

issue? If a hospital believes that it does not have optimal capacity, it is likely to try to

adjust its supply of services. Maintaining too much capacity can entail costs that may not

be compensated by existing payment methods and too little capacity means that hospital

is turning away too many patients. An important characteristic of this adjustment is that

it can be made in both directions; if a hospital can no longer maintain expensive excess

capacity, it can plan to downsize and restructure of services. Hospitals are able to adjust

capacity at a micro scale (i.e. by the bed), and this ability to open/close beds is an

important part of capacity management. Another aspect of capacity management is the

ability to institute internal procedures to facilitate throughput or continuously monitor

bed availability. In addition, the use of flexible scheduling ensures a more even use of

existing capacity.

Hospitals have a variety of ways in which to optimize their capacity level, but if

they do decide that construction activity is their best course of action, regulations may

come into play. These differ depending on location, as there is great variation in the

Certificate of Need (CON) requirements across the country. Some states require

hospitals to gain CON agency approval for hospital expansion and building projects, and

the hurdle of obtaining CON approval may force hospitals to think of approaches other

than bed expansion to deal with their capacity problems. Florida's strict CON regulation

requires hospital systems to use licensed capacity not currently in service at existing

hospitals to accommodate need for added bed capacity.

If there is a lack of CON oversight, one might expect to see a greater focus on

hospital expansions rather than capacity management. However, CON regulations are as
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prevalent in communities with a lot of new construction as in communities where

building activity was absent. Indeed, existing empirical evidence and market

observations suggest that CON has not had a substantial effect on hospitals' expansion or

cost of care (Bazzoli 2006). While CON regulations do not appear to have affected

occurrence of construction activity, they may have influenced the intensity and speed

with which hospitals pursue construction activities. For example, perhaps institutions

showed greater interest in better management of existing capacity in the face of growing

demand, because they could not move quickly to build more capacity.

What does all of this mean for the arts sector? First, hospitals have an ability to

micromanage their level of service delivery to the bed, and have access to a variety of

other actions under the heading of capacity management. The arts industry does not have

the luxury of this fine-grained level of control. Another important difference is that

within a hospital, the difference between beds is greater than the difference between seats

in a performance hall, with placement in one unit being more appropriate than placement

in another. However, between hospitals, there is more of a direct substitution effect than

that which exists between different cultural facilities. Thus, strict regulations such as

Florida's regarding the use of existing capacity before new facilities can be built, may not

be transferable to the arts sector. However, the concept of pooling cultural resources

across a region (beyond a strict substitution of one facility's resources for another's)

should not be discounted and is worth further exploration.

CON regulations should be effective as a deterrent to build if institutions have

other tools that effectively deal with capacity excesses and shortfalls. Despite hospitals

having the option to turn to capacity management over facility development, at least in

the short term, the effect of CON regulations is ambiguous at best. Thus, it is hard to see

the effective application of this policy to the arts sector, which does not have as extensive

of a toolkit with which to work. Though CON may not be an effective way to realize an

oversight structure with regional scope, these are guiding principles that should be

incorporated into a state-level program in some form. It may be that the purely approval-

oriented nature of CON is not sufficient to deter construction, and that a technical

assistance aspect needs to be included.
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CHAPTER 3: State-Level Cultural Facilities Funding Programs

In this chapter, I turn to study the current roles that the states are playing in the

cultural facility development process. Many cultural facilities funding programs are

administered at the local level rather than the state level, as very few state arts agencies

(SAAs) have a mandate to support cultural facilities or capital investment, at least, not

directly. In fact, in many cases an SAA's enabling legislation will explicitly prohibit the

giving of grants to cover capital costs out of its state-funded budget. In 2004 only 4.4%

of total SAA grant making was directed to facility construction/renovation/maintenance

(Lowell 2007). Of the 22 state-level grant programs that are specifically directed toward

arts and cultural facilities (though not exclusively, in all cases), only 15 of these programs

are actually administered through the SAA.

A Note on Methodology

I made contact with each state's arts agency as the point of entry into that state's

universe of capital project funding opportunities. The presumption was that even if the

SAA were not responsible for administering a capital grant program, it would be aware of

the opportunities, if any, that existed within the state. Conversations with SAA staff

often led to historic preservation resources and economic development initiatives outside

the arts agency. This is unsurprising, given the high incidence of cultural facilities in

historic buildings (Abbott 2004) and the recent trend of downtown arts district

development for economic development purposes as discussed in Chapter 2. However,

unless a program specifically includes arts and/or cultural facilities as projects eligible to

be funded (as opposed to a generic facility project, of which a cultural facility could be an

example), I did not pursue it for further study.

Table 1 on the following page provides basic information about program size,

demand expressed in terms of total funds requested and number of applicants, and

funding sources for the 22 state-level grant programs. Table 2 presents the same

information as Table 1, but is sorted by the ratio of $ Funded/$ Requested as an example

of one way to rank the effectiveness of the different programs. After an analysis of the

program impacts as they are influenced by aspects of program size, I will shift the focus
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to the technical assistance components that affect the quality of the projects, articulated

through the scope of eligible activity and decision-making processes for each program

(presented in Table 4). I will conclude the chapter by relating the different program

structures, categorized by the decision-making entities at various points in the process, to

the level of program funding. Through an examination of this relationship, in

combination with everything learned through the analysis of current state programs in

this chapter, I will select the case studies to be evaluated in the following chapters.
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TABLE 1: State-Level Cultural Facilities Funding Programs - Sorted by Annual Funding

State Agency

Montana Arts Council (b)

Delaware Division of the Arts

Idaho Commission on the Arts

Maine Arts Commission

New Hampshire State Council on the
Arts

Nevada Arts Council
Vermont Arts Council

New Jersey Cultural Trust

West Virginia Commission on the Arts

Connecticut Commission on Culture &
Tourism (CCT)
Alabama State Council on the Arts

Wyoming Cultural Trust Fund *

Michigan Council for Arts & Cultural
Affairm

Annual Funding -"

$ 25,750

$ 64,625

$ 113,217

$ 120,000

$ 120,000

$ 123,046
$ 200,000

$ 253,848

$ 317,500

$ 332,331

$ 345,000

$ 455,000 '"

499,100

Population
(2006

estimate)

944,632

853,476

1,466,465

1,321,574

1,314,895

2,495,529

623,908

8,724,560

1,818,470

3,504,809

4,599,030

515,004

10,095,643

Annual
Funding

(Per Capita)

$ 0.03

$ 0.08

$ 0.08

$ 0.09

$ 0.09

$ 0.05
$ 0.32

$ 0.03

$ 0.17

$ 0.09

$ 0.08

$ 0.88

$

I
Grantees

3

6

20

12

11

3

15

9

4

6

7

9

Average
Capital
Grant

$ 10,300

$ 10,771

$ 566080

$ 10,000

$ 10,909

$ 41,015

$ 13,3331

$ 28,205

$ 79,375

$ 55,389

$ 49,286

$ 16,916

$ 31,194

Grant
Coiling

none

none

$ 10,000

$ 10,000

$ 20,000

$ 50,000

$ 20,000

$ 50,000

$ 500,000

$ 75,000

$ 100,000

$ 50,000

$ 50,000

$ Requested

$ 109,499

$ 80,609

$ 273,426

$ 207,956

$ 183,065

$ 125,000

$ 320,000

$ 323,312

$ 1,807,393

$ 487,331

$ 1,241,289

$ 2,200,000

925,637

# Applicants

5

7

35

21

18

3

26

12

15

9

23

53

Average
Capital Grant

Requested

$ 24,333

$ 11,516

$ 7,812

$ 9,903

$ 10,170

$ 41,667

$ 12,308

$ 26,943

$ 120,493

$ 54,148

$ 53,969

$ 41,509

$ 42,074

$ Funded/
$ Requested

Ratio

0.24

0.80

0.41

0.58

0.66

0.98

0.63

0.79

0.18

0.68

0.28

0.21

Grantees/
Applicants

Ratio

0.56

0.86

0.57

0.57

0.61

1.00

0.58

0.75

0.27

0.67

0.30

0.62

Avg $
FundedlAvg $

Requested
Ratio

0.42

0.94

0.72

1.01

1.07

0.98

1.08

1.05

0.68

1.02

0.91

0.33

Funding Source

interest from Coal
Trust

interest from ArtCo
endowment

State and NEA
voter-approved

bond
proceeds from
Conservation
Lcense Plate

Trust Fund; State
and NEA

State and NEA
State

interest from
Cultural Trust

Fund
proceeds from
lottery; State

State

State
interest from
Cultural Trust

Fund

State

(b) Funding is allocated on a biennial basis. Annual funding and # of grantees is reported at half of the biennial allocation for the purposes of comparison.
* Agency is separate and independent from the SAA.
* Annual Funding amounts are for FY 2007, except for Delaware, Massachusetts, and New Hampshire, which reflect FY 2008 amounts.** The Wyoming Cultural Trust Fund grant program funds a wide scope of activies. Annual funding drops to $152,247 when only capital expenses are considered, which is reflected in the amounts reported for # of Grantees and Average Capital Grant. Theratios reflect numbers for the entire program.

"" Both California and Rhode Island are in the final phase of funding for their respective bond issues.
"". Both Florida and South Carolina were unsuccessful in securing appropriations from their state legislatures for FY 2008. The reported numbers are from FY 2007, the last year in which these programs were funded.*""* This amount includes only cultural facilities funding and does not include approximately $7 million allocated to sports facilities through the same funding process.
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A Discussion on the Choice of Variables

In Chapter 1 I presented the idea that a funding program needed to be a "large

enough player" in order to effect a change in the industry. I defined "large enough" to

mean that the amount of funding and its reliability from year to year would be strong

enough to outweigh the perceived hassle of the strings attached. In this chapter, the

analysis begins with an examination of the different ways to quantify and assess the size

and security of the state-level programs, in order to ultimately evaluate program impact.

In Table 1, the programs are listed in ascending order based upon the size of the

program in terms of annualfunding, and are divided into three groups based on the same

criteria: Less than $1 million; $1 million - 9,999,999; and Over $10 million. However,

gross annual funding is by no means the only way to evaluate program size, and it is

treated merely as a jumping off point in this analysis. For example, in a list of states

where the population ranges from just over 500,000 (Wyoming) to almost 36.5 million

(California), per capita annual funding should also be assessed. Another useful

descriptor of program size is the number ofgrantees.

Metrics that describe program size are not that informative without a context in

which to base them. A simple calculation, such as gross annual funding divided by the

number of recipients, yields an average capital grant for each program, one indicator of

program impact or effectiveness. Similarly, the grant ceiling for each program indicates

the potential impact of funding, and may reveal certain intentions of the program, such as

the scale or type of capital project to be supported. A comparison between the average

grant awarded and the grant ceiling can give insight into the extent to which the program

administrator's ambitions are constrained by actual funding allocations. A comparison

between funding granted and funding requested also makes the funding constraint

apparent. I use the total funding requested and the number of applicants to estimate the

demand for funding. The ratios of amounts funded to requested presented in Tables 1

and 2 can be used as indicators of how well the demand for cultural facilities funding is

being met by the state program, as another measure of program impact. Table 2 tells one

version of the many possible stories about program effectiveness.

Finally, knowing the funding source is one important aspect in assessing the

security of a funding stream. The categories of sources that emerged from this sample
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included dedicated source of revenue, legislative appropriation, and voter-approved bond.

Table 3 relates program size in terms of annual funding to these three structures that all

have benefits and constraints to be discussed in reference to specific programs.

Program Size
The 22 state programs in the sample range in size, in terms of annual funding,

from $25,750 to $42,500,000, and are not evenly distributed within that range. Group 1:

Less than $1 million in annual funding, is by far the largest with fourteen state

programs-Montana, Delaware, Idaho, Maine, New Hampshire, Nevada, Vermont, West

Virginia, Connecticut, Alabama, Wyoming, Michigan, New Jersey, and New York.

Group 2: $1 million - 9,999,999 in annual funding has four states--Rhode Island, South

Carolina, Mississippi, and Washington-as does Group 3: Over $10 million in annual

funding-Florida, Massachusetts, Ohio, and California. This distribution shows the

severe budgetary limitations placed on the majority of the state-level capital project

funding programs.

With the exception of Wyoming, the states in Group 1 also have very low per

capita annual funding numbers. This means that these states are not only on the low end

in absolute terms, but also in terms of how well they are serving their potential audience.

The per capita annual funding numbers are significantly higher in Group 2, and still

higher in Group 3, indicating that there are significant increases to the levels of support

that the two more-generously funded groups of states can provide to their constituencies.

The number of grantees generally grows as annual funding grows, though not

nearly at the same rate. This variable needs to be analyzed in conjunction with the

average capital grant to receive a full picture of the state's choices and intentions. For

example, Idaho's decision to make a larger number of smaller grants (20 in total, $5,660

on average) illustrates that, especially with limited funding, an agency can make a choice

to serve a larger number of grantees, but only at the expense of the size of those grants.

Or, as in the case of Nevada, an agency can opt to award a smaller number of more

sizeable grants (3 in total, $41, 015 on average).

Within Group 1, there is a distinct trend that even as program size increases,

average grant size also increases such that the number of organizations awarded grants is

CHAPTER 3: State-Level Cultural Facilities Funding Programs 31



comparable to that of the smaller programs. This shows the tension between two

competing forces: 1) a desire to share the wealth among applicants that results from a

decision to recognize all of the projects that attain a certain level of quality rather than a

simple recognition of the best (Fox 2007) (or more cynically, to please as many

constituents as possible), and 2) a desire to maximize the grant amount, based upon the

belief that there is a threshold below which a grant becomes essentially useless,

especially with regard to large capital projects. The viewpoint that a larger grant is a

more useful grant is also apparent from the increasing values of stipulated grant ceilings

as program funding sizes grow. Thus, with both variables wanting to be as large as they

can possibly be, a choice must be made that is ultimately a tradeoff between the two

factors. Looking at Groups 2 and 3, it is apparent that the former has a lower threshold

and that the predilection to maximize the grant amount soon takes over, given how the

average capital grant increases exponentially with program size.

Thus, in simply looking at a few different metrics for program size for each state,

it is clear that the programs in Groups 2 and 3 are, for the most part, more effective than

their smaller counterparts in Group 1, even beyond the absolute value of the annual

funding amount. Funding patterns and program guidelines reveal an underlying value

statement that grants need to be of a certain minimum size to make an impact, and the

larger, the better. At this early stage of analysis, it appears that program size does matter

in terms of impact because annual funding is a real limitation on the agency's ability to

award effective grants. The role that the Group 1 programs play in the cultural facility

development process in their states appears to be a minor one.

Program Impact

Program size, in its various forms of measurement is definitely one component of

program impact. Another is how well the program is meeting the demand for its services.

In this analysis, I use the total funds requested and the total applicants to represent the

demand for program funding. Table 2, on the following page, re-sorts the information in

Table 1 based on the new criterion of how well the program is meeting the demand for

funding from the applicants, as represented by the ratio of $ Funded/$ Requested.

32 BUILDING SUCCESS



TABLE 2: State-Level Cultural Facilities Funding Programs - Sorted by $ Funded/$ Requested Ratio

Population Annual Average Average $ Funded/ Grantee" Avg $
Stat Agency Annual Funding (2006 Funding Capital Gran $Reuested Applicant CapitaGrant Requeted Applica Funded/Avg $ Funding Source

...... - ...... Grantees ,_. Ceiling A lcanta Gr AplI Requested

West Vlrginia Commissionon theArts $ 317,500 1,818,470 $ 0.17 4 $ 79,375 $ 500,000 $ 1,807,393 15 $ 120,493 018 0.27 0.66 "" . I. i
Wde_ ry; State

interest from
Wyoming Cultural Trust Fund * $ 455,000 "" 515,004 $ 0.88 9 $ 16,916 $ 50,000 $ 2,200,000 53 $ 41,509 0.21 0.62 0.33 Cultural Trust

Fund

Montana Arts Council (b 25750 974R9n 0 •LA 3 k in qnn none 5 109 499 A t oA ?Q n R n 2 interest from Coal

SAffairs' I..""i . " 5 " '." "' - -'" .VI 'U ..,,i V. I V.. I IV.. - I
Maine Arts Commission $ 120,000 1,321,574 $ 0.091 12 $ 10,000 $ 10,000 $ 207,956 21 $ 9,903 0.58 0.57 1.01 voter-approved

New Hampshire State Council on the ConservationNew Hampshire State Council on the $ 120,000 1,314,895 $ 0.09 11 $ 10,909 $ 20,000 $ 183,065 18 $ 10,170 0.66 0.61 1.07 Ucense Plate
Trust Fund; State

I and NEA
Connecticut Commission on Cuture& $ 332,331 3,504,809 $ 0.09 6 $ 55,389 $ 75,000 $ 487,331 9 $ 54,148 0.68 0.67 1.02 State

interest from
New Jersey Cultural Trust* $ 253,848 8,724,560 $ 0.03 9 $ 28,205 $ 50,000 $ 323,312 12 $ 26,943 0.79 0.75 1.05 Cultural Trust

Fund

Delaware Division of the Arts $ 64,625 853,476 $ 008 6 $ 10,771 none $ 80,609 7 $ 11,516 0.80 0.86 0.94
Dendowment

Nevada Arts Council $ 123,046 2,495,529 $ 0.05 3 I$ 41,015 $ 50,000 $ 125,000 3 $ 41,867 0.98 1.00 0.98 State and NEA

(b) Funding is allocated on a biennial basis. Annual funding and # of grantees is reported at half of the biennial allocation for the purposes of comparison.
*Agency is separate and independent from the SAA.
" Annual Funding amounts are for FY 2007, except for Delaware, Massachusetts, and New Hampshire, which reflect FY 2008 amounts.
** Both California and Rhode Island are in the final phase of funding for their respective bond issues.
"" The Wyoming Cultural Trust Fund grant program funds a wide scope of activies. Annual funding drops to $152,247 when only capital expenses are considered, which is reflected in the amounts reported for # of Grantees and Average Capital Grant.
The ratios reflect numbers for the entire program.
"" This amount includes only cultural facilities funding and does not include approximately $7 million allocated to sports facilities through the same funding process.
"". Both Florida and South Carolina were unsuccessful in securing appropriations from their state legislatures for FY 2008. The reported numbers are from FY 2007, the last year in which these programs were funded.



The three ratios are obviously tightly tied to one another (the $ Funded/$

Requested, or "Total ratio," is the product of the Grantees/Applicants ratio and Avg $

Funded/Avg $ Requested, or "Avg ratio"), but looking at the three numbers, side by side,

for each state reveals certain things about each program. Not only can one see how well

(or poorly) a state is meeting the demand for its program funding, but one can tell

whether it is falling short with respect to the number of grantees or whether it is reducing

the size of the grant award. In the face of scarce resources, it appears that most programs

make the choice to maintain the size of the award, sacrificing the number of grants given.

Even California's program, at the bottom of the rankings with a Total ratio of 0.17,

awards grants at 94% of their requested value, on average. I articulated the reasoning

behind this apparent glass floor in the previous section (the fear of reducing an amount

below the threshold for utility). Programs appear to be taking their cue for the

appropriate size for the grant from the applicants, with more than half of the Avg ratios

within 10% above or below 1.0.2

There are a number of caveats regarding the methodology for this analysis. First,

though the application numbers may represent the number of the projects requesting

funding, it does not capture the number of qualified projects that should receive funding.

Thus, it is likely that the reported demand is high, and the resulting ratio too low.

Programs that are successfully filtering out the unsustainable and poorly conceived

projects are punished in this ranking system. Second, success begets success, and a more

effective program will attract more applicants and create more "demand" for its product

than a failing one. In this exercise though, that positive performance aspect will translate

into a lower ratio, giving the false impression that the program is disappointing on some

level. Third, all of these programs are in different stages of development and their

"demand" numbers may not be at an equilibrium level. For example, California and

Rhode Island are both in the last stages of their respective bond issues, and the

termination of their programs may have raised the number of applications as

organizations seized upon this "one last chance." Or, on the flip side, this is the inaugural

2 While it is impossible for a Total ratio or Grantees/Applicants ratio to be above 1.0
without programs granting more than was applied for or to those that did not apply, it is
possible for the Avg ratio to exceed 1.0 due to the element of project selection amongst a
range of grant sizes
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year for Massachusetts's program, so the high applicant turnout may be the result of

years of pent-up demand.

Despite these caveats, Table 2 still provides a useful exercise, and if it does not

present a completely accurate picture of a program's ability to meet demand, it certainly

tells a story about that program's ability to secure funding, a different measure of

effectiveness. In this iteration, annual funding is clearly not a determinant of success,

with California, Massachusetts and Ohio falling dramatically in the rankings. South

Carolina is at the top of the list due to its unique program design, which states that if an

organization and project meet eligibility requirements, they would receive funding,

subject to legislative appropriation. This arrangement was intended to encourage and

support advocacy efforts, and it worked according to plan in FY 2007. Legislators were

assured that, if there was a qualified applicant in their districts, that applicant would be

assured an award if the program funding was approved by the state. However, the FY

2008 funding round did not receive an appropriation in the most recent legislative session

(which should drop South Carolina's ratio to 0.0 for this year).

Florida's Cultural Facilities Program is another program that was unsuccessful in

receiving an appropriation from the State Legislature in the most recent funding cycle.

However, though its record is not 100% in the years that it is successful, this program's

design also assures that a very high proportion of project applicants get funded. The

reason that Florida's funding rate is below 100% is because its review process is more

stringent than South Carolina's, and eligibility does not guarantee funding. Instead, the

SAA reviews, ranks and submits a list of recommended projects as a package to the

Legislature for selection and approval. The Legislature chooses to fund or not to fund the

program (they also have the discretion to only fund a portion of it). The approved grants

ultimately appear as line items in the state budget.

The programs in South Carolina and Florida (and Washington 3 and Montana)

have the novel feature of applying for funding before the annual capital budget

appropriation for the program is approved by the Legislature. In this process, it is the

3 This program feature, among others, is extensively written up in a description of
Washington's Building for the Arts program in Mapping State Cultural Policy: The State
of Washington, ed. by J. Mark Schuster.
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Legislature that can take direct credit for the funding decision because it is the

Legislature that approves explicit line items for the recommended projects as part of its

approval of the state's capital budget (Schuster 2003). While this feature seems to

increase the likelihood of being fully or close to fully funded as a program, it does have

an element of "all or nothing" to it. If Total ratio were determined based on historic

performance with 0.Os factored in, both of these states would find their ratios much lower

in the rankings.

Table 2 expands the notion of an effective state program beyond program size and

ranks the programs by how well they are able to attain funding to meet the demand for

their grants. Overall, only half of the programs are meeting more than 50% of the

demand for funding, which indicates a severe funding gap, even if one assumes that not

all of the demand is legitimate. An observation of the funding patterns for each of the

programs, and their clear choice to maintain grant size instead of number of awards,

reaffirms the idea that size matters. However, the ability of many of the smaller

programs to secure funds to better meet the demand for their grants is important to

recognize. This suggests that the earlier statement, that Group 1 state programs could

only play a minor role in the cultural facility development process due to their lack of

scale, is worth revisiting.

Funding Sources

The source of funding is important in assessing the security of a funding stream.

Those states with a dedicated source of revenue offer the most security, though even

these structures cannot be 100% guaranteed. As mentioned in Chapter 1, there is

considerable volatility in the level of legislative appropriations because of budgetary

pressures confronting state governments during recessions, thus programs funded by

annual or biennial appropriations from the state are always at risk to suffer cuts to their

program budgets or even a complete loss of funds in a given cycle. Finally, providing the

lowest level of consistency of funding, programs funded by voter-approved bonds have

expiration dates unless another bond issue can be approved. Table 3 relates program size

to these three structures, arranged in order by level of consistency of funding.
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TABLE 3: Annual Funding vs Funding Source

Less than $1 million

$1 million - 9,999,999

Over $10 million

# of State Programs

Dedicated source

Delaware, Montana,
New Hampshire,

New Jersey, West
Virginia, Wyoming

6

State/
State & NEA

Alabama,
Connecticut, Idaho,
Michigan, Nevada,
New York, Vermont

Mississippi, South
Carolina,

Washington

Florida,
Massachusetts, Ohio

13

It is striking that all six states funded through a dedicated source are in the

smallest funding category. Four of these-Delaware, Montana, New Jersey, and

Wyoming-are funded from the interest from endowments (though Montana also

receives funding support from the General Fund). In all cases, the management of the

endowment structure is outside the purview of the state arts agency. In the cases of New

Jersey and Wyoming, independent cultural trust funds have been established to manage

the endowments of $21.4 million and $10 million, respectively, and govern the

distribution of the interest. One motivation for this structure is that an endowment is seen

as a way to provide financial support for the long term. Another is that the field believes

that this is the best hope for additionality in funding, i.e., that endowment interest will

add to sources of funding (versus substituting for other sources). This may be true if an

endowment's principal can be protected against raiding interests in the event of economic

downturns. New Hampshire and West Virginia both draw from a combination of

sources, with their programs funded through the proceeds from the Conservation License

Plate Trust Fund and the West Virginia Lottery, respectively, in combination with state

appropriations. Though these funding sources are small in magnitude, the single-purpose

and dedicated nature of their structure provides a higher level of reliability than that of

the annual state appropriations process.

Just over half of the state programs are supported by appropriations from the state

or the state and NEA, with substantial representation from all of the categories of annual

funding size. There are no hard and fast rules to constrain or enlarge the program size in
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Voter-approved
bond

Maine

Rhode Island

California

3

# of State
Programs

14

4

4

22



this category, with the funding amount ultimately dependent upon the whims and desires

of the particular legislature. There is also even representation across the program size

categories for those programs supported by voter-approved bonds. As mentioned above,

the nature of this latter category of funding can be fleeting. For example, California's

Cultural and Historical Endowment (CCHE) has distributed $40 million a year on

average for the last three years, but has come to the end of the $120 million voter-

approved bond, and Round Three will be the last with significant capital project funding.

There are plans to continue with smaller-scale planning grants in the future, but the status

of the next substantial infusion of capital project funds is unknown. Neither of these last

two funding structure seems to directly affect the level of program funding.

Table 3 shows a tradeoff between funding security and funding magnitude, with

all of the dedicated more secure sources limited to the lowest funding size category. It is

only the smaller Group 1 programs that are supported by more consistent funding

sources. The larger programs may receive more funding dollars, but their existence is not

guaranteed by any means. This is important to recognize in assessing the impact of a

particular program-it can only be effective if it is in existence.

This section has sought to define program presence and impact in terms of

program size and to assess the performance of the state programs in certain specific

categories. One thing that is clear is that the magnitude of the individual grant size is an

important metric in gauging effectiveness, as demonstrated multiple times above.

However, there are no explicit winners across the board among the state programs. The

largest programs are certainly able to award more effective-sized grants, but even so, they

are not able to secure enough funding to meet the demand of their constituents. In

addition, they are backed by more volatile funding sources, leaving their long term

viability subject to either the political desires of the Legislature or of the voters. What is

a state to do under these circumstances? The options, as presented by current practices,

are to award a limited number of "large enough" grants, subject to the limitations in size

of a dedicated funding stream, or to award more larger grants while you can, and then

hope for the best.

Thus far, I have attempted to define effectiveness, but it has all been with regards

to the effectiveness in getting a project built, without concern for the quality of the
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project and whether it should be undertaken at all. Not only do the logistical and funding

issues need to be taken care of for a project to move forward, but there must also be a

judgment component that provides the quality check and possible recall. At this point, I

will turn my attention to another set of program characteristics that will help illuminate

the roles that state programs are playing and their level of effectiveness in more than just

the financial dimension. Table 5 contains summary statistics from Tables 1 and 2 and

adds information about the scope of eligible activity and the decision-making entities at

key points in the review processes. These new variables will serve to illustrate how

individual states are providing technical assistance resources and thus contributing to the

overall quality of the cultural facility development process.
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TABLE 4: State-Level Cultural Facilities Funding Programs - Scope of Eligible Activities Decision-Making Entities

I Annual Funding # Average $ Funded($State Agency Annual Funding (Per Cata) Gratee Capital Grant Requested Scope of Eligible Activities Project Ranking/ Selection Final Funding Approval
Ratio

I. Less then $1 million In annual funding

Montana Arts New construction, renovation; historic preservation; purchase of equipment;
Council (b) $ 25,750 $ 0.03 3 $ 10,300 0.24 additions to a collection or for acquisition of works of art, artifacts or historical a ory Legislature/Govdocumentsof 8 arts and 8 history people
Delaware Division $ 0.08 6 $ 10,771 080 No new construction. Maintenance, repairs, or renovations of existing facilities; ipende expert panel SAAof the Arts repair, upgrade, or replacement of capital equipment
Idaho Commission New construction, acquisitions, renovations, and feasibility studies for performance,on the Arts $ 113,217 $ 0.08 20 $ 5,660 0.41 ructi acqisitions, enovatio and feasibility studies independent expert panel SAA commissioner_exhibition, or artist spaces, and for public art projects

Maine Arts New construction, repairs or renovations of existing facilities, or repair, upgrade or committee that includes Arts
Commission $ 120,000 $ 0.09 12 $ 10,000 0.58 replacement of capital technology equipment for a facility; priority will be given to Commission members and SAA

applicants that provide renovation that insures full ADA compliance public members with expertise

New Hampshire New construction, renovation, maintenance, and purchase of major equipment
State Council on $ 120,000 $ 0.09 11 $ 10,909 0.66 needs of cultural facilities. Projects that preserve the historic fabric and function of independent expert panel SAAthe Arts cultural facilities while making those facilities, and the arts programming that takes

place in them, more accessible to the public, including people with disabilities.
Nevada Arts No new construction Building acquisition or renovation; land acquisition directly
Council $ 123,046 $ 0.05 3 $ 41,015 0.98 related to the organizational mission; major equipment (over $1,000) or collections independent expert panel SAA board

acquisition; creation of or addition to existing endowment fund or cash reserve
Unifted to historic preservation. Improvements such as wiring, heating, ADAVermont Arts $ 200,000 $ 0.32 15 $ 13,333 0.63 accessibility features, bathrooms, lighting, and stage work are eligible; newCouncil construction may be considered if it is the only option for making access renovations expert pan
to an historic building

New Jersey Limted to historic preservation. Acquisition, expansion, renovation, plan for, independent agency (CulturalCultural Trust $ 253,848 $ 0.03 9 $ 28,205 0.79 repair, rehabilitate, restore, adaptively reuse, effect long-term leaseholds on, independent expert panelent ag y (Cultural
replace, relocate, or otherwise improve cultural or historical properties and facilities
No new construction. Acquisition of real property; renovation and/or construction

West Virginia including alteration needed in order to comply with ADA; durable equipment such as
Commission on $ 317,500 $ 0.17 4 $ 79,375 0.18 assistive listening devices, dance floors, sound and lighting equipment, projection independent expert panel SAAthe Arts systems that will expand accessibility and availability of programming; fumishings

which contribute to the artistic/historic museum experience and equipment that will
enhance earned income of the arts organization/history museum.

Connecticut
Commission $ 332,331 $ 0.09 6 $ 55,389 068 New construction, acquisition, rehabilitation, restoration, stabilization, improvement, CCT staff and Commission SAA State Bond CommissionCulture & Tourism $ 332,331 expansion CCTaffandCommission SAAStteBondCommission
(CCT)

Alabama State $ 345,000 $ 0.08 7 $ 49,286 0 New construction, renovations and/or major capital outlay improvements (sound, independent rt el SACouncil onlighting, climate control, seating, performance or exhibition space, etc.)

WBricks and mortar" historical preservation, development of cultural heritage representatives of the StateWyoming Cultural Historic Preservation Office, independent agency (CulturalTrust Fund $ 455,000 $ 0.88 9 $ 16,916 0.21 corridors, promotion of cultural tourism, the creation of historic preservation Wyoming Arts Council, ind ependent age (Cultural
programs and special event programs Wyoming Humanities Council

Michigan Council ElUgblity Ilmited to municipalkties. New construction, acquisition, expansion,for Arts & Cultural $ 499,100 $ 0.05 16 $ 31,194 0.54 renovation; facility structure or system maintenance; purchase of equipment; independent expert panel SAAAffairs _subgranting to arts & cultural organizations for capital improvement projects
New York State No new construction. Improvement, expansion, or rehabilitation of existing
Council on the Arts 851,607 $ 0.04 23 $ 37,026 0.34 buildings; capital Projects is particularly concemed with ensuring access to cultural independent expert panel SAA

events and services for all New Yorkers
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(b) Funding is allocated on a biennial basis. Annual funding and # of grantees is reported at half of the biennial allocation for the purposes of comparison.
CO * 'Agency is separate and independent from the SAA.
"0 " *Annual Funding amounts are for FY 2007, except for Delaware, Massachusetts, and New Hampshire, which reflect FY 2008 amounts.

O "* The Wyoming Cultural Trust Fund grant program funds a wide scope of activies. Annual funding drops to $152,247 when only capital expenses are considered, which is reflected in the amounts reported for # of Grantees and Average CapitalGrant. The ratios reflect numbers for the entire program.
." Both Rhode Island and California are in the final phase of funding for their respective bond issues.3

3 "" Both South Carolina and Florida were unsuccessful in securing appropriations from their state legislatures for FY 2008. The reported numbers are from FY 2007, the last year in which these programs were funded.
"". This amount includes only cultural facilities funding and does not include approximately $7 million allocated to sports facilities through the same funding process..b



Scope of Eligible Activities

The scope of eligible activities is unsurprisingly more restricted in Group 1 than

in Groups 2 and 3. Four state programs in Group 1 do not allow new construction, thus

ruling out the most expensive and ambitious of capital projects, and five programs are

focused on accessibility upgrades and provisions, also limiting the scale of the projects

that are undertaken. It is surprising however, that Idaho's is the only program that allows

for feasibility studies, another smaller-ticket item. This does not mean that the other state

agencies do not fund planning and feasibility studies at all, but they may be segregating

funding for pure capital funds and technical assistance services into different programs.

Although this might have been mandated by the source of funding, it does speak, at some

level, to the agencies' perspectives on approaching facility development projects.

Among the programs in Groups 2 and 3, there are essentially no restrictions,

except for the case of Washington, which only allows new construction, with "minor

works" such as general maintenance and repairs, ADA upgrades, equipment, or public art

not funded as stand-alone projects. It is interesting to note that three of the four largest

programs-California, Massachusetts, and Ohio--all allow for planning and feasibility

studies. In Massachusetts, the thinking is that these feasibility and technical assistance

grants will feed the pipeline of quality projects for future capital requests.

The size of a program's annual funding has a direct impact on the effectiveness of

a program in terms of matching the activities that are eligible to be funded with

constituents' needs. Obviously, less restrictive project eligibility requirements increase

the chance that an organization can obtain funding for the scope of work that it wishes to

undertake. A more important observation though, is that currently, the larger programs

include planning and feasibility grants as part of their facilities funding program. This

not only shows the direct provision of an important step in the facility development

process, but also reveals support for a comprehensive planning approach in the

development process at an agency-level. It also illustrates the real-life application of the

dual-pronged approach to financial and technical assistance resources provision.
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Decision-Making

So far, the underlying focus in this chapter has been on how to maximize program

size in order to maximize impact. However, preventing bad projects from being built

would also be a significant contribution to the field. This next section focuses on the

decision-making process as a principal component in shaping the quality of the facility

development activity in the sector. For the sake of assessing the ability of an agency to

impose a new paradigm for prudent development in the cultural sector, I assume that

agency control of decisions is a good thing (though this may not always be true).

There are multiple decision points in any program's funding cycle, and it is

important to identify the key decisions and decision-makers that influence the ultimate

profile of the grantees and their awards. Whether a program is enabled at the legislative

level or at the discretion of the agency, the agency is generally responsible for laying the

foundations by developing program guidelines that direct the application and review

process. This is a vital step that establishes the goals and tone for the entire program.

This is also the stage at which criteria is developed to guide the review process. Project

applicants are filtered through a review process for the purpose of yielding

recommendations for project rankings and/or selection. Project ranking/selection is often

the culmination of the program's annual or biennial process, and a key decision-point that

will be studied further. Another crucial decision-point that takes place at different points

in different processes is the final authorization of funding. Combined, these two

decisions control who gets funded how much and for what, outcomes that are critical to

the effectiveness of a program in terms of both quality and quantity.

Project Ranking/Selection

The project ranking/selection entities are divided into four categories in Table 5-

agency staff, agency board / commission / committee, independent expert panel, and

Legislature/Governor-and arranged according to degree of removal from the state

agency. Clearly, the closer that the selection entity is to the agency, the greater the

influence the agency can have.
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TABLE 5: Annual Funding vs Project Ranking/Selection Entity

Annual funding size does not seem to determine who makes the ranking/selection

decision, as the larger programs are evenly distributed across the entity categories. The

majority of the state programs in the smallest funding category use a panel of experts,

independent from the agency, though selected and invited by the agency. Also known as

peer panel review, this process is commonly used by arts agencies around the country

because the depth of experience and expertise on the panel enables it to make better

informed funding decisions.

I created four different categories of entities for this exercise, but there is an

argument to be made for the first three to be combined into one. First, all three categories

are either members or agents of the state agency in some form, whether it be as an

advisory committee member or invited guest. Second, all three entities are most likely

using the same guiding criteria, as established in the program guidelines by the state

agency. A merging of categories would leave one program, Ohio, in a category all by

itself. This is fitting, as Ohio truly has a unique process in which there is no official

application process for capital funding. Rather, project applicants are responsible for

approaching their area's representatives in the General Assembly, and if successful in

securing support, are appropriated a specific amount of funds as a line item in the state's

biennial capital improvements bill. In a reversal of the traditional appropriations process,

the Ohio Facilities Commission reviews projects only after they have received funding
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from the Legislature or Governor. This process clearly takes a large amount of authority

away from the state agency, as project selection becomes the starting point, conducted by

an outside party, rather than the end goal.

With the exception of Ohio's program, signs are good that state agencies can take

control over the direction of project selection. Not only are the agencies crafting the

framework and criteria that are used to judge the projects, but they are also quite close to

the actual entity making the selection decision. If one believes that the state agencies are

capable of good decision-making and establishing an appropriate framework, this is an

encouraging sign that agencies will be allowed the latitude to support the development of

good projects. There appear to be no barriers to implementing good project selection

processes, as part of the reform movement within the cultural facilities development field,

and achieving adequate levels of funding.

Final Funding Approval

Table 6 divides the final funding approval entity into three categories-SAA,

Non-SAA state-level agency, and Legislature/Governor-arranged in order of

diminishing SAA control, or conversely, increasing state oversight. I consider non-SAA

state-level agencies to have greater state oversight because they are often created for a

specific management or oversight role, or are assigned the administration of the facilities

funding program because of a specific skill set that may not be present (or perceived to be

present) at the SAA.

There is a direct relationship between annual funding size and the level of state

oversight. In the smallest funding category, the preponderance of the final funding

approval rests with the SAAs. This may be because these programs are considered to be

of a manageable size for the arts agencies to oversee. Conversely, none of the programs

in the largest funding category retain final funding approval within the SAA. This

responsibility is either held by the Legislature itself, or by independent agencies such as

Ohio's Cultural Facilities Commission that was created specifically to oversee its

facilities funding program, or, in the case of Massachusetts, by MassDevelopment, the

state's development finance agency. The extra layers of oversight may be justified by the

much greater magnitude of the funding programs. The state's desire for added oversight
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TABLE 6: Annual Funding vs Final Funding Approval Entity

Less than $1 million

$1 million - 9,999,999

Over $10 million

S# of State Programs

SAA

Alabama,
Connecticut,

Delaware, Idaho,
Maine, Michigan,

Nevada, New
Hampshire, New

York, Vermont

Mississippi

13

Non-SAA
state-level agency

New Jersey,
Wyoming

Rhode Island

California,
Massachusetts, Ohio

5

Legislature/
Governor

Montana

South Carolina,
Washington

Florida

4

also comes into play at the smaller funding level with the more complex (and more

highly capitalized) endowment structures that are placed under the purview of

independent bodies. Both New Jersey's and Wyoming's programs are administered by

independent cultural trusts, and thus lie outside of the jurisdiction of their states' art

agencies.

From the perspective of the SAAs, this distinct lack of confidence in their

judgment and abilities on the part of the state legislatures is troubling. The structure of

the current relationships suggest that once a program is large enough to create an impact,

funding discretion gets taken away. Removing discretionary power from the state agency

diminishes their ability to make and implement good comprehensive planning decisions.

Once political considerations enter the picture, they may create conflict with decisions

made with the effect on the health of the organization and the sector in mind.

But perhaps the real question that one should ask is whether greater discretionary

power rests with this particular decision maker, or at an earlier stage. For example, if one

believes that the true power comes from the project selection decision, and that this stage

is just a perfunctory stamp of approval, perhaps one should all take their cue from

Washington's and Florida's programs in which they put together a package of vetted

projects, and then let the "ultimate decision" rest with the Legislature. There appears to

be an opportunity for a tradeoff-larger program size, in exchange for a lesser degree of

oversight over that larger program-perhaps one well worth making.
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Overall observations

In the first half of this chapter, I noted that the magnitude of the individual grant

size (as opposed to total program funding) was an important metric in gauging program

effectiveness in terms of ability to get projects built. It stands to reason that the more of

these effectively-sized grants that can be awarded, the greater the program's impact.

Thus, gross program size is important. Unfortunately, the first half of this chapter also

showed that sources of funding can be fickle, and that there is a tradeoff between funding

size and funding security. To achieve a program of significant size, one must be willing

to partake in the political process and navigate the political desires of the Legislature

and/or constituents.

The second half of this chapter explored this political process by relating different

decision-making processes to level of funding. Table 5 revealed that, with the large

exception of Ohio, state agencies have firm control over the project selection decision-

the "who" and the "what"--and thus, the quality control component. However, with

regards to funding approval-the "how much"--the larger the program, the smaller the

amount of discretionary power for the state agency. At first glance, this appears to be a

tradeoff worth making given the other dynamics in play. After all, given strong control

over project selection, does the loss of funding approval even change the dynamics of the

process? In short, yes. The consequences are much more far-reaching than loss of final

funding approval responsibilities.

The state agency might appear to have complete freedom with the "who" and the
"what," but these two factors are tied to and ultimately impact the "how much." Thus, if

the funding decision is taken out of the agency's purview and placed in the political

realm because of the program's funding size, by virtue of the connection between the two

decisions, the project selection decision is necessarily politicized as well. The state

agency can no longer operate on the basis that the project selection decision is all their

own. Instead, they must think two steps ahead to how their decisions will affect the

funding decision down the line. The ability to make and implement good decisions is one

of the state agencies most important tools for effecting a change to the development

practices of the sector. When this ability is compromised due to overarching political
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considerations, the ability to reform and impact the sector may be reduced. The agency

may become a part of the very system that it is working to transform.

Case study selection
Recognizing the nature of the beast is important, but how does one move forward

effectively in a thoroughly politicized situation? One option is to opt out of the situation

by looking for alternative funding sources and operating within the means of the resulting

program. Program size is an important, but not exclusive, indicator of program

effectiveness. Delaware's Arts Stabilization Program is second smallest in terms of

annual funding, but ranks fourth in terms of ability to meet demand with funding support

from the interest of an endowment. This is a particularly interesting case because the

development of the endowment was the result of a public-private initiative and lies

outside of the public realm. I will investigate the Delaware model for its ability to

achieve some measure of discretionary independence from political considerations.

Another option is to completely embrace the political nature of the process and

relinquish the project selection decision. Ohio's was the lone state program that did not

have any measure of control over the project selection, given its unique program design

of "backwards appropriation." Ohio also has one of the largest current program sizes,

and since 1988, the General Assembly and Governor have appropriated $420 million for

nearly 250 projects. I will examine the Ohio program to assess the importance of the

selection decision as seen through the consequences of its absence, and how a program

can be optimized without it.

Delaware and Ohio are on the opposite extremes of the spectrum of level of

political oversight. In each case, this extreme position was attained only with the

sacrifice of program size or discretionary power, respectively. In the final case, I will

look at a state program that is located in the middle of the spectrum to see whether an

optimizing balance can be achieved between an adequate level of funding and an

effective level of discretion. The NFF dual-pronged model requires both components,

thus case study is an exploration of whether this model is a viable one to transform the

sector's facility development process. If a rational decision-making process is a key

component of the model, how does the model adapt in the face of a politically charged
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process? One of the explicit goals of the Massachusetts Cultural Facilities Fund is to

leverage knowledge and bring about change regarding facility decisions in the sector. I

will analyze how this program, which was established with a clear vision and a clear

process, holds up in the face of political realities.
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CHAPTER 4: Delaware's Arts Stabilization Grant Program

Delaware's arts community saw that their capital needs were being provided on a

one-off basis according to the whims of the Legislature, and sought to develop a program

structure that would both reduce the level of political wrangling and provide a more

guaranteed funding source for capital projects. Thus, they engaged in an upfront political

exercise in order to establish an endowment structure that would provide both cash flow

for the long term and a degree of discretionary independence from political

considerations.

Background

In 1990, a working consortium consisting of Delaware's primary arts

organizations, the Delaware Division of the Arts (DDOA), and DDOA's advisory body,

the Delaware State Arts Council (DSAC), came together to discuss the financial future of

the state's arts organizations. The basis for the talks was a concern for how the arts

organizations, especially those on the edge of a financial crisis, could ensure their long

term viability in the face of uncertain funding.

Delaware's small population meant that everybody knew everybody. This

included a close relationship between the DDOA and the arts organizations, which

involved a high level of candor and disclosure on the part of the arts organizations.

Indeed, a few of the largest organizations in Delaware had come forward with rather

severe economic problems. In addition, many of the corporate leaders in the state were

on the boards of these large organizations, and the relationship between the corporate

leaders and the local legislators was also close. In fact, the practice was for organizations

to go directly to the Legislature for capital support in the form of line items in the state

budget, since very few funders provided money for maintaining facilities (Van Blarcom

2005), this being among the less glamorous items on a fundraiser's wish list. However,
with each influential board going in for its own individual request, competing for limited

state funds, some were bound to win and some were bound to lose.

To reduce this competition between organizations, the DDOA wanted to take the

responsibility of deciding which facilities would get capital funding out of the hands of
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the State Legislature (Van Blarcom 2005). The organizations were invited to a meeting

with the Secretary of State (to whom the agency reports) to make their case for special

assistance. The Secretary of State at the time was a "very savvy political person" who

suggested that the organizations work together to come up with a solution to the problem.

In return, he promised his support and aid in getting the requested money from the

Legislature (Larson 1997).

It was under these circumstances that eight of Delaware's largest arts

organizations-the Christina Cultural Arts Center, Delaware Art Museum, Delaware

Symphony, Delaware Theatre Company, Grand Opera House, OperaDelaware, Rehoboth

Art League, and Wilmington Music School-met to discuss their mutual problems and

come up with a plan based on the long term management of their ongoing capital needs.

Specifically, the plan identified total dollars needed for responsible capital planning by

aggregating the projected budget needs of each organization (determined by an

independent CPA). The elements of the final agreement are as follows:

1. A $21.5 million endowment for the sole purpose of preserving facilities. The

one-time nature of this gift that would address ongoing capital needs would

appeal to donors and the Legislature, and also free up the arts organizations' funds

to focus on educational and programming needs;

2. 5% of all dollars raised would first be set aside for a special Arts Stabilization

grant fund, to be administered by the DDOA, for emerging arts organizations

around the state;

3. Up to an additional $200,000 would be set aside for fundraising over a five or six

year period;

4. Remaining dollars would go to the state's eight primary arts organizations for

one-time only deficit reduction, a revolving loan fund, and two endowments for

facility-related needs;

5. Dollars could only be raised from corporations, foundations and government

agencies and the eight primary arts organizations would hold off seeking building

support from any one of the donors until its pledge had been paid (Van Blarcom

2005) This would protect individual donors as a resource for other fundraising

campaigns by the institutions.
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The eight organizations, collectively known as the Arts Consortium of Delaware

(ArtCo), made a pitch to the Secretary of State and the State Legislature that resulted in a

$5 million commitment-$1 million a year for five years-if it could be matched on a 2-

for-i basis. At around the same time the DuPont Company and the Longwood

Foundation, major givers to building campaigns in the past, had taken an interest in

helping cultural organizations plan for the long term care of their facilities, rather than

managing from a crisis situation. The Longwood Foundation agreed to pledge $1 million

annually, if the same conditions set forth by the Legislature could be met each year for

five years. The DuPont Company pledged an initial lead gift of $1.25 million and began

lining up corporate sponsors to meet the match.

The strategy was to create a partnership that connected the social, cultural and

economic development of Delaware with the region's business, public, foufidation and

cultural communities and to make it clear that every sector of the partnership had an

equal stake in its success (Van Blarcom 2005). Eventually, the match was made with the

help of nearly 100 private- and public-sector contributors, including a $750,000 3-for-i

Challenge Grant from the National Endowment for the Arts. The key to the fundraising

success of the model was the aspect of leveraging-using the challenge concept to its full

potential by creating an interlocking public-private structure of long term commitments.

The donors were asked to make their pledges over five years, and to make them

contingent on having the state maintain its $1 million annual contribution. This was so

that in the second year, if the State was looking at saying, 'You don't really need a

million dollars, we'll give you $750,000,' the response could be, 'Oh no, you can't do

that, because then Dupont isn't going to give us their contribution.' (Larson 1997).

The beauty of ArtCo's success so far is that it has been built on a cooperative

partnership that recognizes that the whole is greater than any one part. Success has been

dependent upon everyone's involvement. ArtCo's organizational structure requires that it

continue to function as a cooperative partnership if it is to be successful in fulfilling its

ongoing obligation for oversight of the Fund (Larson 1997).
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Delaware Division of the Arts (DDOA)

Arts Stabilization Grant Program
Information based on "Arts Stabilization Information and Instructions, Fiscal Year 2008"

GOALS
P Irovide fImding for needed
maintenlance. repairs. or renovations
of existing faci li ties ow ned and
operated by the nonprofit arts
organi zation.

* Provide fimnding for the repair
upgrade, or replacement of capital
equipi.enlc.t owned and ope.rated by
the nonprofit arts organization..

SCOPE OF COVERAGE
Examples of appropriate activities
eligiible for consideration include, but are
not limited to:
* Facilitv modifications to ad.dress

handicap accessibility issues
* - .VAC. reA( cplacementI.r.epair

* Lighting/sound systemr upgrades
* Major plumbing, electricald

renovations
Structural (buinlding) ren.ovations

* Capital equipment expenses

ELIGIBILITY
To be eligible, applicants must:
* [Have the promotion, presentation.

production. and/or t:aching of' the
arts as their primary purpose as
outlined in their charter,
incorporatlion papc'rs, bylaiws, and.
IRS nonprofit deter"m ir ati o letter.

* Have a stable, functioning board oft'
directors that meets at least quarterly.

* Be based and chartered in Delawarec
as a nonprofiit organization: exempt
frrom fCederal i'comeRIC tax uni(der
Section 501 (c)(3) or 501(c)(4) or

509(a) of the Internal Revenue Code:
and eligible to receive donations
allowable as charitable contributions
under Section 1 70(c) of the Ilrternal
Reventle Code of' 1.954.

MATCHING REQUIREMENT
No match is required. However,
organizatitons that can. provide some
level of cash match may receive a more
favorable review by the panel.

CRITERIA/PRIORITIES
T'he followirlg criteria are utilized to
evaluate each application:
" Extent to which Arts Stabilization

fundilng will help thfe organization
1.1fi1fill its artistic mission.

* Evidence of the need for Arts
Stabitlization funding.

" Inclusiorn of at least two coimpetitive
bids for the proposed project.

* Extent to which Arts Stabilizatio:n
:funding vwill contribute to the long
term viability of the facility.

* Extent to which Arts Stabilization
funding will improve delivery of
services.

* Extent to which the budget for the
pro ject is complete aind. real istic.

REVIEW/DECISION MAKING
PROCESS
* Once the I.)D).A receives the gran< t

applicatio.n, a staffnmemrber checks
the appl icat ion Ror completeness.
L..)DOA reserves the rigl .t to req, uest
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Analysis

The benefits of the ArtCo endowment structure

The ArtCo endowment provides a source of funding to the DDOA that removed

the reliance on the State Legislature's annual appropriations process, once the corpus had

been fully funded in 1996. Unlike other endowment funds that have been established for

a specific purpose, whose coffers get raided as a source of funding for other unrelated

purposes after an economic downturn (the Missouri Cultural Trust comes to mind), the

ArtCo endowment is now off-limits to the State Legislature, as it is privately held and

administered by the Delaware Community Fund (DCF). This means that in addition to

obtaining a funding stream secured for the long term, DDOA has discretionary control

over this funding, free from political considerations.

An additional bonus of the ArtCo structure is that because eight of the major arts

organizations in the state are also provided for by this endowment, it means that they are

not going to the DDOA in search of capital funds (and are in fact prohibited from

applying for capital funds through the DDOA), reducing the competition for grant

funding. This allows the Arts Stabilization grant program to truly serve the needs of

smaller organizations and is one of the primary reasons that Delaware's Arts Stabilization

program is able to meet the funding demands of its applicants so well.

The amount of interest available from the endowment varies from year to year (it

has ranged from $70,000-90,000 recently), due to volatilities in the stock market, as does

the amount requested ($60,000-70,000). However, there is no "use it or lose it" mentality

with this funding structure because the unused portion of the annual entitlement stays in

the account and continues to accrue interest (DDOA's portion of the endowment has

approximately doubled over the course of its existence). This allows the panel to really

look critically at the projects requesting funding, because there is no pressure to fund

undeserving projects in order to maintain the size of the budget for the next year.

The goal of this program is to provide capital funding for facilities maintenance

and renovations for selected organizations. The annual Arts Stabilization grants are

predicated upon the assumption that organizations can project and plan for the capital

expenditures that they need to undertake to maintain their long term stability. However,

the flexibility of the endowment structure has also been used to create an emergency fund
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to help organizations avert financial crisis due to unforeseen facilities disasters. The

interest from the ArtCo endowment can only be drawn upon once a year, and as the

DDOA has not been awarding their full annual entitlement in grants, it has been drawing

the unspent funds to put into a sinking fund (reserve cash account) that can be accessed at

any time. Traditionally, the available balance has hovered in the $10,000 to $20,000

range. This fund is also retained by DCF, though at a lower rate of return than the ArtCo

endowment (Weagraff 2007).

This emergency fund has been used to keep organizations from the edge of

financial crisis due to unexpected events of a capital nature. For example, last year, an

art museum had a major boiler break down in the middle of winter. This was an

unexpected catastrophic incident in a fairly new facility, not a case of deferred

maintenance, and the organization did not have cash on hand to pay for the required

repairs. It received funding from the DDOA to address the problem in a timely manner,

avoiding a lengthy closure, loss of revenue, and damage to the collection that would have

been disastrous for the organization's financial health (Weagraff 2007).

Another positive benefit from the ArtCo structure is that it encourages high levels

of collaboration amongst the member organizations. For example, a broad effort was

established to develop a regional cultural tourism plan that included ArtCo members, the

hotel industry and the area's major museums. Joint advocacy efforts were organized

through a Cultural Arts Alliance to implement a communication network to better

facilitate immediate responses to issues of mutual concern. More importantly, the

structure encourages the member organizations to understand and care about the other

organizations' actions, in order to reap the benefits through the endowment fund. These

organizations truly have a more global sense of the sector, beyond their own

organization. This holistic view is an important basis for combating the over-investment

in capital projects in the arts.

Arts Stabilization grant program critiques
The DDOA is currently reassessing the review criteria of the Delaware Arts

Stabilization fund. The issue of concern, and it is a critical one, is that this source of

funding has become a crutch for some organizations, a. substitution for long-range
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planning, with some applicants applying for funding every year (Weagraff 2007). It is

always for something different, perhaps a water heater one year, the roof the next, but

they have almost become de facto ArtCo member organizations, by virtue of their annual

draws. However, these organizations have not engaged in the long term planning

exercise or the capital fundraising campaign that the original members participated in,

thus lack the framework for the proper long term management of their facilities.

The fault lies in the review criteria that evaluate capital funding requests on

whether they will support organizational operations, or improve the quality of services.

This allows organizations to go in for one grant after another because they are not asked

to take a holistic view of organizational health. The required due diligence is for the

individual project, and not for the system as a whole. Also the criterion that focuses on

the impact of the facility grant on the long term viability of the "facility" rather than the

organization, only underscores the emphasis on the health of the building, which may be

a very different issue from the health of the organization.

A revision of this aspect of the program criteria will be beneficial in changing

organizations' habits and promoting long term planning practices. However, because of

the program's restrictions against new construction activities, there is a larger audience

that DDOA is not reaching-those engaging in new construction projects. This gap in

outreach is mitigated somewhat by two factors in this particular situation. The first is

that, again, Delaware is a small community, and it is likely that DDOA will know about

any arts-related development plans that are proceeding. The second is that the Arts

Stabilization grant program will probably catch these organizations down the line should

there be any capital-related problems. However, this is far from the ideal situation, and

puts DDOA in the reactive position of modifying bad behavior rather than building good

habits at the outset. This is a word of warning to other programs that a restricted scope of

eligible activities also restricts the audience that can be reached.

Should this program be replicated?

At first glance, ArtCo's general principal-a reliance on investment income from

a fixed endowment rather than an ongoing dependence on either public or private

support-seems to be worthy of consideration for replication. There is evidence that the
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Arts Stabilization fund is adequately meeting the demand for capital funds from its

constituents, both in the number of applicants and funds requested, and the fact that the

endowment has grown significantly over the years. However, the reason the model

works in Delaware is because of the small size of the community. This is not the case in

most states, and thus the primary institutions in most states would not find the interest

proceeds from an endowment to satisfactorily meet their capital needs.

One important thing to recognize is that the Arts Stabilization program only

addresses facilities maintenance and renovations, avoiding the large-scale budgets of new

construction projects. In part, this restriction exists because the eight ArtCo member

organizations all had existing facilities and were merely trying to figure out how to

sustain them at the time that endowment's governing laws were being established (Salkin

2007). However, whether through expediency, or a strategic decision, limiting the scope

of capital projects funded to maintenance and renovations is one way to manage limited

funds. This seems to be a particularly appropriate use of public funds as the more

utilitarian maintenance and renovation needs are a documented gap in private giving.

Can this program be replicated?

Over the years, there have been discussions about raising additional funds to

expand ArtCo or to create an ArtCo2 to provide the same long term planning structure

and support for newer organizations that have come of age and would benefit from an

ongoing source for capital projects, but an earnest effort has yet to be launched. Partly

this is because some of the original sources of funds are not available anymore. The

NEA no longer offers Challenge Grants for this purpose, and the mergers and takeovers

of many Delaware-based corporations have weakened the corporate giving environment

(Salkin 2007). In addition, the current member organizations are protective of the

existing structure, and wary of change (politics do not only exist in the Legislature). It is

also important to note that the original eight organizations had a strong Wilmington

presence (6 out of the 8 organizations are located in the greater Wilmington area), which

appealed to the vast majority of corporations that also called Wilmington home. The

newer organizations are more geographically disparate, and thus lack the political weight

to rally the corporate community (Salkin 2007). If there is difficulty replicating the
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model in the state that it was created in, given the size of Delaware and the relations-

based nature of the endowment campaign, the ArtCo model would not be easy to

replicate elsewhere.

Another issue that is raised through this model is the question of legislative

oversight over a public program. While the endowment was appealing because of the

one-time (or, in this case, five-time) nature of the public gift, by surrendering the power

of the purse, the Legislature also gives up its oversight. It may be hard to get other state

legislatures to contribute to an endowment fund over which they have no control.

Conclusion

The ArtCo endowment structure is beneficial to the DDOA in two primary and

significant respects: it receives a guaranteed long term funding stream, and maintains

discretionary power over those funds, free from political considerations. These benefits

derive from DDOA's participation in a privately held (though publicly and privately

funded) endowment, of which DDOA earned a share by facilitating connections between

interested parties. However, while this endowment is adequate for the needs of this

particular state's arts organizations at this point in time, it is important to recognize that

the organizations are small in terms of number and scale of operation. Thus, this model

yields a small, but consistent, funding stream that is successful in addressing many of the

capital needs of the arts constituents in Delaware, though is unlikely to be applicable in

those larger states that lack the close relationships between key parties that were so

important in ArtCo's establishment. As I noted in Chapter 3, the maintenance of funding

security and discretionary powers becomes much more challenging as program size

grows.

In addition, Delaware's degree of freedom can be productive, but it can also be

destructive if DDOA is not capable of making fair, informed, responsible decisions. For

example, though it has been recognized as a problem to be dealt with, the Arts

Stabilization program has been supporting a short-term approach to facilities

management because it did not have an adequate process in place to screen this type of

activity out, or to modify organizational behavior. This example of what can occur due

to lack of accountability illustrates why the legislatures are so adamant about maintaining
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oversight over the larger programs. It is true that there are no safeguards against DDOA

leading the program astray.

Fortunately, in the larger picture, DDOA's role in the development of ArtCo

reveals a fundamental philosophy that the whole is greater than the sum of its parts, and

that there are benefits to long term planning and taking a holistic view of the sector. If

the DDOA is able to use its discretionary freedoms to promote these practices, it could

play a role in effecting a change in the sector's approach to capital planning and

development.

CHAPTER 4: Delaware's Arts Stabilization Grant Program 61



62 BUILDING SUCCESS



CHAPTER 5: Ohio's Cultural Facilities Commission

Ohio's Cultural Facilities Commission is unique in its role as reviewer and

overseer in the cultural facility development process, without discretionary powers over

project selection or grant award size. In a reversal of the traditional funding cycle model,

this decision occurs at the beginning of the process at the hands of the Legislature and/or

Governor. Despite an apparent lack of control or authority over the facility development

process, Ohio's program has managed a large (and ever-growing) portfolio of projects

since its establishment and managed to influence the process, despite severe limitations.

Background

The Ohio Cultural Facilities Commission ("Commission") was established in

1988 as the Ohio Arts Facilities Commission, and as indicated by the name, the original

focus was on traditional arts facilities. The Commission was initially convened to oversee

the Riffe Center Theatres, housed together with state legislators' offices in the Vern Riffe

Center for Government and the Arts in downtown Columbus. The Commission was also

tasked with determining the need for a state performing arts center, which resulted in the

1995 opening of the Stanley J. Aronoff Center for the Performing Arts in Cincinnati.

Over the years, responsibilities were increased by the General Assembly to include

funding oversight for capital projects at science and technology museums, local historical

facilities, and state historical sites in addition to performing arts facilities. In 1996,

because of the Commission's positive experience with cultural and historical facilities,
the General Assembly asked the Commission to begin working with local governments to

provide for the construction of publicly-owned major and minor league professional

sports facilities. The name initially changed to the Ohio Arts & Sports Facilities

Commission, and finally to the Ohio Cultural Facilities Commission in 2004 to better fit

the mission and scope.

Since 1988, $420 million has been appropriated by the General Assembly and

Governor for nearly 250 projects of various sizes and complexities, including $125

million to sports facilities projects. The sports facilities are much larger projects on

average, even with the statutory funding cap of 15% of construction costs. After
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appropriation, all of these projects are then assigned to the Commission for review and

oversight. The Commission's projects over the years are spread among 65 of 88 Ohio

counties (Fox 2007).

Nuts and Bolts

There is no official application process for capital funding in Ohio. To be

considered for funding, project proponents are responsible for approaching their area's

representatives in the General Assembly. Projects that are successful in securing support

are appropriated a specific amount of funds as a line item in the state's biennial capital

improvements bill, enacted in even-numbered years by the General Assembly and

Governor. The bill, which totaled $1.77 billion for FYs 2007-2008 according to the

Summary of the County Breakdown of H.B. 699, appropriates money for the acquisition,

construction, equipment or renovation of buildings and facilities. While most of the

money is devoted to state government, public school and university facilities, $90-150

million is appropriated for "community capital projects", or, collectively, the earmarks

from legislators and the Governor (this terminology does not exist in the bill, and the

projects are scattered throughout). The earmarks assigned to the Commission in each

biennial cycle total approximately $40-60 million, including $15 million directed towards

sports facilities (Fox 2007)

At this point, projects are assigned to the Commission for funding oversight by

the General Assembly and Governor. The Commission does not have discretionary

control over decisions regarding capital funds, but assists communities and state officials

in determining project eligibility after the line item approval. The Commission's role is

to establish and implement operational policies and oversight mechanisms to ensure that

the state resources entrusted to its care are spent properly. It protects state interests by

verifying that each project has significant community support and a solid management

plan.

The Commission had no full-time staff until 1993 when legislative leaders and the

Governor realized that the state could add some structure, albeit ex post, to the existing

earmarking process and, thus, put the arts facilities projects under the purview of an

oversight committee (Fox 2007). As codified in the Ohio Revised Code, Chapter 3383,
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once the General Assembly or Governor has specifically authorized the spending of

money on, or made an appropriation for, the construction of the cultural project, state

funding is still contingent on two requirements:

1. The Commission has determined that there is a need for the cultural project. The

Commission has interpreted this demonstration of need as a business plan that

describes how the facility will serve the community, how that demand is not

already being met or cannot be met without the proposed project, and how the

organization that is proposing the project will operate the facility in the black

(Fox 2007).

2. The Commission has determined that, as an indication of substantial regional

support for the cultural project, the cultural organization has made provision

satisfactory to the Commission, in its sole discretion, for local contributions

amounting to not less than fiftyper cent of the total state funding for the cultural

project. This matching requirement ensures that there are enough funds and

resources to complete the project. In the case of a brand new facility, that is a

significant amount of money that needs to be raised. However, if the project is a

roof replacement, for example, the project sponsor is allowed to consider the

value of the base building as a match, so the state may pay for the entire capital

project.

Though some members of Legislature ask the Commission to review proposals

pre-appropriation, the first Commission contact for a majority of the projects occurs after

a successful appropriation request (i.e., after the line item has been approved in the

budget). Commission staff analyze submittals to ensure the project meets standards set

forth by the Ohio Revised Code, the capital bill, the Commission, and the bond issuer, as

well as to determine how the state can best help in contributing to a successful project.

Feedback from these analyses is sent to the project sponsor in the form of a "punch list"

of items that need to be completed prior to an appearance before the Commission.

Eventually the vast majority of appropriated projects garner Commission approval

and are eligible for funding. The Commission staff does not have the authority to reject a

project, and the staff credo is, "Do not say 'No,' say 'Yes, if..."' (Fox 2007). For some

projects, Commission approval requires a long process with staff to satisfactorily meet
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the standards set forth. For others, the local community may recognize that the

appropriated money would be best served if moved to something else, and the project is

withdrawn with the hopes that the money will be appropriated for a different project

within the community.

Because most of the state's capital appropriations are financed through long term

tax-exempt bonds, the Commission maintains a long term relationship with the project

sponsor to provide for the continuing use of the facility for cultural purposes. The

Commission enters into a Cooperative Use Agreement for the facility and site for at least

15 years (the term of the bond). To do so, project sponsors have to provide complete

documentation that they own or have a long term lease on the site, and that nothing will

prevent the operation of an Ohio cultural facility at that location4. If another organization

owns the site, it has to provide that documentation. This fits in with the state's desire to

protect their investment, matching the oversight period with the investment term.

4 This "cultural facility" designation includes any facility for the public presentation of
visual and performing arts, museums for the presentation of science technology and
transportation, local historical facilities, state historical facilities and facilities for
education and training in the arts and design.
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Ohio Cultural Facilities Commission

Information based on "Project Sponsor Resource Guide, January 2007"
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REVIEW/DECISION MAKING
PROCESS
Although each pr'oject is unique,.
(.onlmmission proj ects tol ow this general
process:
I. .A co(.)irmunity or commlunity

organization. decides it needs to
expand or impro ve its f-cilit ies, o r
build a new facili.ty,.

2. 1The communlity or co.mmunity
organization approaches its
legisla ors to request ftunding for a
prIject in the biellial capital
improvetnents bill.

3, The Ge.•neral Asse.mbly and Governror
appropriate fun ding for the
communrity's proiject in the bienniial
capital improvements bill and assign
it to the Commission for tfunding
administration.

4. A Ciommission. prject manager
contacts the project sponsor's staff'
and works with them to complete an
on-line Project Registration Form,
which provides the Commission with
basic infiormation about the project.
Subsequently, the Commission
project manager mni.ay schedu.le a site
visit vith, tihe organization to tour the
[facility and to discuss key aspects of
the project xwith the project sponsor.

5. When the poject sponsor is ready to
tmove trward w it l, the pro'ject, an

on-linre Priject Detail FI"(orm is
c om pleted and other pertineant
inr::mation is submitted, incl.Uding
detailed infr::rrmation about the
project. th.e organiza.tio's financial
statnements and business plan, and
property deed and title information.

6. Conmmission. staffr analvzes
submnittals on a quarterly basis. This
entails preparatory work with the
project sponsor represen.tat ives arnd
staff analyses ito ensure the project
mxcts standards set irth by tvLe ()Oh)io

Revised Code, the capital bill, the
Corrttission and the bond issuer, as
well as to determi.ne how the state
can best help in contributing to a
successftul project. Feedback from
these analyses is sent to the project
sponsor in the form of a "punch list"
otf items that need to be co:mpleted
prior to an appearance betibre the
Comminssion.

7. The C(::omrllsion.l meets on a
quarterly basis to review and
approve projects. Those projects that
have successfillly completed tl:eir
puichll-list items at least six to eight
weeks prior to the meeting will be
considered for placetment on an
upcoming Cotnm mi ss i.on meeting
agenda.

8. In parallcl, the project sponsor works
with the Commission project
manager to prepare the necessary
legal agreements,

9. Iniformation regarding the pro qec is
presented to ('Commission .. mef.belrs
at the publi mnieeting. Complex
proxjects wlhere sign1ifi.cant t design
wxork and ior f'lndralising is involve d
may receive prelirnitnary
determin.atio.n, at the fir st
C(1ommi i ssion mi eet in, an.d then
return to the (Cornmission for
approval to expend state tfunds prior
to project construction.- Simple
projects typically receive all
necess"ary findings and the
authtoriz7atio to expec d state funds
iIrol the Com ission at: a single

meeting. Du)rring the course o:f on.e or
muore meeti ngs,I the Co t.mission
takes action resolutions thlat:

. Determinre the need for the
praJect;

b. Ensu.re that there is
subýstantial regional support
(in. the T:brm of" matchirtg
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Analysis

The benefits of the Commission process

The Ohio Cultural Facilities Commission oversees the significant amount of

money that gets appropriated to cultural facilities in the state budget, both the active

development projects and the growing portfolio of projects undertaken over the years.

While there is no direct evidence to prove that the Ohio process sustains this high level of

appropriation dollars, it is the only program of its kind (i.e., backwards

appropriation/review), and consistently has one of the highest cultural facilities capital

budgets among the nation's state-level programs. Kathy Fox, Executive Director of the

Commission, could not easily explain this phenomenon when asked about it, but one can

speculate about the reasons for such generosity.

For one, this is not a new program that the Legislature needs to find funding for,

but rather, a minor restructuring of a longstanding political earmarking tradition. One

could even argue that legislators are more likely to green-light a project because the

structure of the Commission allows them to deflect charges of political pork in the name

of public investment in the state's cultural infrastructure. Also, the Commission's

statutory requirements to determine need and support for each project before funding is

released allows the Legislature to be more free and easy with their appropriations,

knowing that infeasible projects will either be modified or "back-burnered"--the elected

representatives do not have to be the bad guys that say no.

In addition, when placed in the context of a $1.77 billion capital bill, the $40-60

million to support cultural facilities seems like a mere drop in the bucket. The expansion

of the Commission's eligible scope has also created a broader base of constituent support.

There are more organizations supporting the Commission and their work because of the

wider range of interests that are addressed.

It is interesting to note that the cultural and sports facilities are the only projects in

the state that undergo a rigorous post-appropriations review process and long term

oversight. Whatever the basis for this decision, we know from Bruce Vladeck in Chapter

2 that cultural nonprofits tend to over-invest in capital projects, and that this tendency has

been supported historically by governmental actions. The Commission should welcome

the opportunity to manage and control these excesses.
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Commission critiques
The obvious critique of this process is that the decision making process is

occurring in the political realm, without any overall coordination or vision. The

reasoning behind the expansion of the Commission's oversight scope is an example of

how political the process really is. The broadening of the Commission's scope is most

often prompted by the Legislature's desire to include a specific project, demanded by

constituents, that would not qualify under the existing definition (Fox 2007).

The Commission realizes that having the political game be the first entry point

into the process (versus a review process that establishes qualified projects then has to try

to figure out how to fund them) is a bit backwards. With a new governor in office, Fox is

in conversations with the Governor and the Legislature to encourage a pre-screening

process, among other steps, to try to gain at least a little discretionary control over the

direction of the program. Though she acknowledged that more projects get funded in

Ohio and receive larger amounts than in other states, Fox points out that any time you are

allocating funds, you are allocating disappointment. This (disappointment) still happens

in OH, it is just a matter of who is doing it (legislators), and under what set of criteria

(constituents' desires).

The Commission would like to have a more proactive role in shaping the state's

cultural infrastructure, rather than just a reactionary response to the legislative body's

desires. As the process currently exists, there is no unified rational basis for the

distribution of targeted capital development dollars. For example, it is unlikely that

attention is being paid to issues of geographic distribution, and much more common that

the most influential organizations are achieving success in getting line item support from

the Legislature.

Should this program be replicated?
While there are clear flaws in the current process, the review process that the

Commission puts facilities projects through is a welcome addition to the traditional

earmarking process, and appears to be a good intermediate step for those states without a

dedicated cultural facilities funding program to have one established. Even if the
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program were not to evolve past this stage, it would be a vast improvement over the

political free-for-all that currently exists in many states.

Even those states that have established cultural facilities funding programs should

take note of some of the Commission's practices. For example, the Commission should

be commended for taking a long term view of their investment. While this has been

thrust upon them, given the 15-year bond financing that funds these projects, it has

enabled the analysis to be informed by a long term perspective that forces a more

comprehensive approach to development. Even those programs that are free from the

encumbrance of interest payments should adopt this long-range view in their analyses.

However, there is one caveat about the long term oversight: this requires a great deal of

manpower. The Commission's current staff of nine definitely feels the staffing constraint

with their current portfolio. For example, there is a genuine desire to share lessons

learned from past projects, but this can only be done on an ad hoc basis as project

management staff try to link similar projects with each other through informal

connections to promote cross-fertilization.

Can this program be replicated?
This program is a good candidate for replication given that the way that many

states are currently funding cultural facilities is through legislative earmarks. Legislators

would be hard-pressed to reject a continuation of the status quo on their part, with an

additional layer of review in the name of fiscal responsibility to watch out for the state's

investment.

Conclusion
The Ohio Cultural Facilities Commission is a textbook example of a capital

funding program that is robustly funded and granted oversight responsibilities, but no

discretionary power over selection or funding decisions. The tradeoff between program

size and discretionary control, illuminated in Chapter 3, could not be clearer. In this case,

the legislators' earmarking powers (and corresponding lack of discretionary control on

the part of the Commission), combine with the Commission's management and oversight

processes to create a situation in which the legislators can reap the glory, while resting
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assured that the Commission will take care of the details, thus creating the generous flow

of dollars. While the structure is not ideal, it is one that is easily replicable because of the

high likelihood of political buy-in; it offers an intermediate step for those states without

dedicated cultural facilities funds.

Ohio's program structure allows an examination of the importance of the

selection and funding amount decisions in influencing the overall process. How does a

program cope with the absence of this discretionary power? We already know that this

program aspect is beneficial in terms of annual funding size, but how does it affect the

ability of the agency to guide the cultural facility development process? Stripped of two

major decision-making tools, the Commission is forced to work with organizations that

have already garnered approval to produce projects that are viable and prudent in the long

term. While there must be a certain level of resignation in working with the lot they've

been given, the Commission staff wields a fair amount of procedural power. While the

staff cannot say no, they can provide any number of hoops for the project to jump

through before project approval can be granted. It is those magic words in the Ohio

Revised Code, "to the satisfaction of the Commission," that allow the Commission to

exert influence upon the process, despite the extensive direction provided by the

Legislature. Thus, even though the Legislature hands off a slate of projects to the

Commission, it also gives the agency the teeth that it needs to do their job. Ultimately,

the Commission is able to apply a heavy hand in their guidance of the cultural facility

development process because there is no funding decision to be wary of at the end of the

day. Though the Legislature gets to kick off the process, the Commission gets the last

word.
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CHAPTER 6: Massachusetts' Cultural Facilities Fund

The Massachusetts Cultural Facilities Fund has a clear goal to leverage

knowledge and bring about change regarding facility decisions in the arts and cultural

sector. It is also currently one of the largest of the state-level cultural facilities funding

programs. Given that good decision-making at all levels is a significant component of

technical assistance, and given that political considerations enter the picture with a

program of this size, a closer look at Massachusetts' program will give insight into what

happens to those good decisions when presented with political realities.

Background

CFF Precedents

Two early precursors to the Cultural Facilities Fund (CFF) demonstrate an

awareness and acceptance of the broad-based planning efforts that are required for a

successful facilities project. The Massachusetts Cultural Facilities Project, a partnership

with the Nonprofit Finance Fund (NFF), provided planning grants, workshops, and loans

to cultural organizations. Also, the Endowment Grant Program for Cultural

Organizations provided capital grants up to $100,000 to organizations building up their

endowments, often in connection with capital campaigns for new facilities (Abbott 2004).

Both programs were eliminated in the severe cut to the Massachusetts Cultural Council's

(MCC) budget in 2002. These initiatives were examples of the powerful financial and

technical assistance combination that NFF proposed in its 1992 Cultural Facilities Study.

The Endowment Grant Program did not offer a large amount of funding (less than $7

million was distributed over the life of the program), but it was enough to bring

organizations to the table. And once the organizations were at the table, they were led

through a very rigorous application process that actually began with the question of

whether an endowment was appropriate for the organization at that particular time in its

development. This was a new line of thinking for these organizations that had previously

been led to believe that an endowment would solve all of their problems, and for some it

took three years of repeated application and failure to receive funding before they came

to accept that this course of action was not a magical cure-all solution (Nelson 2007).
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Most Recent Advocacy Efforts Leading to the CFF

After MCC funding was dramatically reduced in 2002, the road to the 2006

legislative authorization of the Cultural Facilities Fund (CFF) was not an easy one. The

most recent round of advocacy efforts were launched with a 2003 Boston Foundation

report, Funding for Cultural Organizations in Boston and Nine Other Metropolitan

Areas, that found Boston area cultural organizations to be ill-served by a lack of local

foundation and governmental funding, as compared with organizations in peer cities. The

scarcity of these particular types of support primarily impacts organizations with budgets

below $5 million (and especially those under $1.5 million), or about 97% of Boston area

cultural organizations, which cannot depend on the generous individual donations that

primarily go to larger organizations. The report not only confirmed the suspected

presence of this funding gap, but also provided evidence that Boston's support was

inferior in comparison with peer cities within the sample. This report made a case for the

establishment of a state-level grants program to fill a critical funding gap in order to

promote the long term viability of the sector, and to stay competitive with peer cities.

Building upon this argument, and recognizing the importance of Greater Boston's

cultural nonprofits to the region, The Boston Foundation, convened a Cultural Task Force

to develop a common agenda for investing in the state's nonprofit cultural sector. The

result was a 2004 report, Culture is Our Common Wealth, that recommended significant

sustained investment in cultural facilities through a state-supported grants program that

provides funds for maintenance, improvements, and new construction.

This high priority recommendation was based upon two central claims. The first

was that facilities have a major impact on all aspects of the work of cultural nonprofits.

However, the Task Force appeared to be of two minds regarding the type of impact the

facilities have, positive or negative, in their subsequent recommendations for cultural

facility development. On the one hand, they advocated for laws and policies that support

the development or adaptive reuse of cultural buildings, encouraging more facility

development. On the other hand, they discussed how facilities are expensive to build and

maintain, advising a thorough planning process and the adoption of cautionary measures

such as the establishment of endowments for buildings; they were trying to apply the

brakes in the midst of a cultural building boom. These two points of view do not
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necessarily conflict-both allow for facility development, given careful planning and

consideration-but they do imply different intentions for the direction of the sector.

The laws and policies proposed in the report could address the aspects of facility

development that increase expenses and threaten the health of an organization. For

example, increased operations expenses often destabilize the financial situation of an

organization that has undertaken a capital project because they forget to account for these

future expenses in their capital project planning. A policy could require renovation

projects to increase the energy-efficiency of the building, thus reducing operating

expenses, and addressing this destabilizing aspect of facilities development. However,

the recommendations do not make these sorts of connections. Instead, they make it easier

to develop (i.e., engage in risky behavior), without conditioning the expanded freedoms

on a rigorous planning process that could mitigate unwarranted eagerness to build. They

are giving the organizations the rope with which to hang themselves.

The second claim was that cultural facilities contribute significantly to the

economic vitality and quality of life in our communities. (In this thesis I have chosen not

to deal with cultural impact measurement issues, operating on the assumption that there is

some positive value created by cultural facilities.) This second claim became the

foundation for the request for new state funding, and is most likely the reason that the

CFF was able to gain political traction with the State Legislature. Selling the arts on the

basis of their social, economic or educational contributions may be considered gauche by

some, but in the political arena, it is the way the game is played. If you want to appeal to

the public sector, it has to be on the public sector's terms and since policy makers

represent the public, they want to hear the public case. Policy makers can be persuaded

with large economic impact numbers. 5

The CFF was eventually authorized as a part of an economic stimulus package in

July 2006, and was heralded as an important investment that would strengthen the state's

ability to compete for tourists, guaranteeing continued growth and development of the

5 There is a large body of literature on the instrumental benefits of the arts, and the role of
instrumentalizing the arts in making a case for financial support. My primary references
on this topic were the 2004 RAND Monograph, Gifts of the Muse: Reframing the Debate
About the Benefits of the Arts, and a transcript from the 2005 ArtsJournal Forum, "Is
there a better case to be made for the arts?"
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state as a world-class tourism destination. Thus, funding became justified by and

inextricably linked with its economic contribution to tourism.

In its first year, the CFF was fully funded according to the statute at $13 million.

However, the magic words "subject to appropriation" came into play in the second year

and there was major uncertainty around the level of funding, despite an overwhelming

applicant pool (201 applicants and over $80 million in funds requested) in the inaugural

year. The state had a $1.3 billion deficit, and was cutting spending across the board.

Originally, the State Senate only authorized $1.23 million for the CFF for FY 2008,

though they eventually compromised with the State House's $10 million appropriation,

ending up at $5 million for the CFF, down 61.5% from the inaugural year.

Nuts and Bolts

The CFF's enabling legislation, Chapter 23G, Section 42 of the General Laws of

Massachusetts was quite specific in defining funding criteria and limits. MCC was then

responsible for using that statutory framework to develop program guidelines that guided

the application and review process, subject to the approval of the Governor-appointed

Cultural Facilities Fund Advisory Committee and MassDevelopment, the state's

development finance agency. MCC would be responsible for administering the program

and managing the panel review process. Based on the results of the panel review, MCC

staff would make recommendations for funding to the Advisory Committee, then to the

MassDevelopment Credit Committee, and finally to the MassDevelopment Board.

MCC's peer panel review process produced about 100 capital projects and

feasibility and technical assistance grants (almost half of all applicants) that panel

members recommended to be funded. All of the recommended projects had met a

minimum threshold requirement for benefit to tourism, as required in the statute, but

there was some debate within the panels over this issue for about 25-30 of the

recommended projects. Those projects that had questionable benefit to tourism were

removed from consideration. Still, to fund all of the remaining eligible grants would

have exceeded the program's state appropriation for the year. Indeed, in an initial pass at

funding the top-ranked projects at their requested funding the $13 million only made it

through the first 10-12 projects. Staff tried again, instituting a $1 million cap per grant,
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but this still did not produce results that reached satisfactorily deep into the rankings, by

their standards. Next, they tried to apply a curve to the grant requests6 in addition to the

$1 million cap, but they still were not satisfied. And on and on. Because of the great

demand for funding and the resulting budget constraints, MCC staff had to try to balance

four primary factors to achieve an optimal funding allocation:

1. Number ofapplicants funded. This number has to be large enough to ensure

geographic diversity (the Advisory Committee whose approval was required was

intentionally geographically-balanced to provide equal access to the entire state),
but also to include the organizations with the political weight that had fought to

establish the CFF in the first place. Ideally, all the projects recommended by the

panels would be funded.

2. Maximum cap on funding. While the guidelines allowed for requests up to $5

million, they also clearly stated that with a $13 million appropriation, the process

was likely to be highly competitive, especially for larger grants. However, the

cap cannot be too low so as to reduce the usefulness (or prestige) of the resulting

grants. There is also an emotional impact to the number, and going too low may

not be politically saleable.

3. Degree of the curve. The key number here is the bottom one. Dropping below

40% of the requested funding amount would render many of the projects

infeasible. A quick back of the envelope assessment looked at how the reduced

funding would affect the projects, and found that many of the projects involved

phases that were not interdependent on one another so that work could still

proceed with a reduced funding award.

4. Political capital. This comes in a couple forms. It could be from a legislator with

a specific interest in one of the projects. Or, it could come from an organization

in the cultural community with political clout. There is no way to quantify these

pressures and how political capital is earned, but they cannot be ignored.

6 In this curve, the top-ranked project would receive a certain percentage of their request,
the bottom-ranked project to be funded would receive a certain lower percentage of their
request, and the rest of the grantees would receive a percentage of their request in
between the two limits, according to their place in the rankings.
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Massachusetts Cultural Council (MCC)

Cultural Facilities Fund

Information based on "The Massachusetts Cultural Facilities Fund: A Program of

the Commonwealth of Massachusetts, 2007"
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CRITERIA/PRIORITIES
The Cultural Facilities Ftud statute
establishes six broad review criteria for
FTA Grants:
* The project is an eligible project.
* There is a demonstrated need for the

project.
* The project will benefit tourism in

the local area.
* IThere is a demonstrated financiazl

need for the grant.
* There is local support fbr the project.
SIf undertaken., the project would

quaflify as eligible for consideration
for a Capital (Grant from the Cultural

acilifties F'und.,
The statute of the Cultural Facilities
Fund. establishes four broad review
criteria for Capital. Granits:
SThere m.ust be a demonstrated

community need for the project:.
* The project must be able to

demonstrate that it will benefit
tourism in the local area.

* There must be a demonstrated.
financial. need for a grant.

* The project must be able to
demonstrate local support.

REVIEW/DECISION MAKING
PROCESS
The legislatio.n that establishes this
program calls fbir the C11FF to be
administered by MassDevelopment and
the Massachusetts C(ultural Council
(MCC). lt also calts for the creation of a
new statewide Ct: Advisory
Committee. The roles of each of these
bodies are described. below.
* MCC is responsible for managing

most aspects of the grant review
process, through a contractual
relationship with Mass.Development.
This includes proposing rules and
guidelines fior the program, offi:rcing

technical assistance to applicants,
and managing the review process f..or
grant applications.

* 'The Cultural Facilities Advisory
Committee is responsible for
advising MassDevelopment on the
management and operation of the
Fund. The Committee is comprised
of nine members, six alpointed by
the Governor, plus the directors (or
their desig.nees) of
MassDevelopment, MCC, and the
Massachusetts (Offtice of Travel and
Tourism. The six members
appointed by the Governor each.
represent diffterent geographic
regions of the state.

* MassDevelopment has authority on
all matters of Fund administration,
including final approval, of all grant
decisions. The legislation, also
authorizes MassDevelopmnent to
issue bonds, to the extent feasible,
fbr the purposes established in the
legislation.

CHAPTER 6: Massachusetts' Cultural Facilities Fund 81



ANNUAL FUNDING
SI i,' -,I 1 ýol .. .

. / n:[;iri •i(!N • '(~ I• ,K ......

1·s'1>1' ~< •`-iF~ i ·ii. tIe i~aVi s ~ri~ .ku~ ~ 'i
~~~ t'~irtf" &~af:; :'~l!~tll ~t.&tA A..

Xi"0171~~~~~~V A.'~~xstv C~~n~3~~fl l

, t 8::'r ·it, \ -~t U8 iti"4\

0lr: Ki I·:~~~i;1, KU fl

Avg Grant

$601: 00. i n9 C-,-·
,."ih. 1. ) .,.
.. . .. .. ... .. . .. .A ' :I ) '

I~~ ~ ~ ~ IL 912CKKU
'K &iI'<52¾ Niol

Grant Ceiling
1Th kuidelins sI aIl t cilin oif)

miltliol fr( ta "pita anx d $50,000(

I ct ice,•• t h C a .itai G rats .
capp., e:•cd at S 600;, (00 (}

FA I .

DEMAND
# of Applicants

i i f' n Ir i ( I.
$ Amount Requested
S• S 8N U•} •'• I"-ia {w; I "- 1'
N,

FUNDING SOURCE
...-i I" I. sialrc ap1r8 i 2'oi& atv '-i > 'I; kI-

,:• •·~t i •.,I: C [1, • ] i ] Ifi ;3 .v , ,p •'cv i~o •:•;iv ;:i, rop rt t"* ...... :' ..

I' ., I"; ,ii} II I . ..

tj Ir ~ III.': ~ 'II~ 11~i;~r~ i
tBI:" ,,, ,• , , R•-, ~ • . ,1'•I ..... Ie • ........ .... . •..

" 'I... . i 
'

ti i"•": I~ d . " () i~ i i .......... .f , :, i P t•& ,.. li-fy:

k: * I " V

82 BUILDING SUCCESS

w



Analysis

The benefits of the CFF process

The CFF guidelines were established with a clear vision in mind: the availability

of funds would bring organizations to the table so that MCC could initiate a conversation

on thinking about planning for a building at a holistic level and considering its

organizational impacts. While their co-administrator, MassDevelopment, defined

program success as the funding of projects with sound financial foundations, MCC would

consider success to be achieved through responsible decision-making regarding facilities

development (McDermott 2007). The intent of the CFF is that organizations will not

only benefit from the awarding of grant funds (supporting both capital projects and

planning and feasibility studies), but also from the application process and the questions

that are asked of them. MCC offered an optional draft review period this year, and it was

clear from the feedback sessions that the nature of some of the questions asked "rocked

[the applicants'] world" (Nelson 2007). In addition, panel discussion comments will be

available to the public to continue the education process, and MCC has plans to offer

technical assistance based on needs that emerge through the application process. The

program's matching requirement also ensures that knowledge will be leveraged amongst

funders; foundations and private funders will be exposed to the CFF's framework for

project evaluation as organizations seek matching funds for projects that have been

developed to meet MCC's new criteria. Results from this program can also be shared

with local governments to educate planning departments about responsible cultural

facility policy. Every step of the process is formulated to educate about and promote

comprehensive planning ideas and practices.

In the scheme of things, $13 million is not that much money when it comes to

capital projects (after all, this amount could only fund 10% of the recommended grantees

at their full requests this year). MCC realizes this, but also recognizes that it is enough of

a lure to attract organizations to engage in the application process, as demonstrated by the

overwhelming response in the inaugural funding cycle. Though future funding is not

guaranteed, the hope is that the program is around for long enough to begin to change the

prevailing approach to facility development in the sector.
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Another metric for success from MCC's point of view is whether or not the

Advisory Committee and MassDevelopment have confidence in MCC's administration of

the program. MCC believes that their presentations of thorough supporting information

and cohesive arguments around funding decisions will ensure that they will continue in

the same administrative role next year. In this role, they are in control of the agenda for

the program. However, though MCC implemented the awarding of grant funds on their

own terms, it was always within the constraint of the appropriation that the Legislature

had made.

CFF critiques

Because of these limits in the Legislature's appropriations, one critique is that the

CFF is not big enough to be able to fund all the worthy projects at magnitudes that will

necessarily get the projects built. Also, it will never be a large enough force to be able to

prevent the poorly conceived big projects from getting built. Even if grants were

awarded at $5 million, the program's statutory ceiling, this source of funding would be

just a drop in the bucket for the large high-profile capital projects. However, it will affect

organizations with budgets under $5 million for whom foundations and public sources are

80% of the contributed income (Nelson 2003).

Another critique has already been touched upon, and relates to the panel

confusion surrounding the tourism contribution requirement. The statute goes further

than it needs to in specifying which economic stimulus the program should be

recognizing and rewarding. An obvious illustration of how this definition is too

restrictive is the example of arts education projects. These projects are generally

community-serving and not likely to qualify under the tourism terms of the statute, but

few would question the benefit that these organizations bring to their community and the

state. There is an opportunity for the Legislature to simplify the statute, which is not out

of the realm of possibilities. For example, if certain legislators' pet projects did not get

funded because of this restriction, it is quite possible that they would support a relaxing

of the statutory requirements.

The last critique is the most important, though the hardest to tease out. On the

surface, it appears that MCC cedes a great deal of its discretionary power to other
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agencies and that the inverse funding level/state agency oversight relationship holds.

MCC must go through multiple levels of approval once they have presented their staff

recommendations for funding, and MassDevelopment has the final funding approval

power. However, MCC actually appears to have a large degree of freedom when one

looks at the results. No changes were made to MCC's original recommendations in the

three subsequent approval processes, so one could claim that the decision-making power

actually rests with the agency. While it is true that MCC's recommendations were

ultimately implemented, it is crucial to realize that the selections and choices that they

made were indeed politically charged. No special exceptions were made, but the

decision-making framework did include and was colored by acknowledgement of the

desires of those in the legislative and cultural communities. This was necessary, given

the nature of annual legislative appropriations and the existing relationships between arts

and cultural organizations and the SAA. Let me be clear that the critique I am making is

not that MCC made politically influenced choices, but rather that the program design

necessitates that those choices be made in order to facilitate program funding.

Should this program be replicated?

The CFF seems to be managing the balancing act between effectively leveraging

knowledge to bring about change regarding facility decisions in the sector and being

adequately funded (at least in comparison with other states). The comprehensive nature

of MCC's promotion of a holistic planning approach appears to be a layer that can and

should be applied to any cultural facilities funding program if it is understood and

embraced by the administering agency. If the CFF demonstrates an ability to maintain

funding in the long term, it is most definitely a program that should be replicated, though

the dramatic reduction in the program's appropriation in its second year, should give one

pause.

Can this program be replicated?
Even in a state with a strong network for advocating for the arts, it was an uphill

battle to pass the legislation and have the program funded. However, at this early stage,
the question should be whether this program is sustainable rather than whether it can be
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replicated. It is too soon to say whether the MCC has played the political game well

enough for the CFF to remain viable and well-funded. As wonderful as it is for MCC to

have certain discretionary freedoms, this also leaves the agency exposed to political

backlash from the Legislature and/or the cultural community for their decisions; this

potential backlash necessarily impacts MCC's original decision, as the agency must

always be thinking two steps ahead of the process. MCC does gain some cover (and thus

some freedom) from the fact that it does not officially have the final approval rights, and

thus the political heat gets spread somewhat among MCC, the Advisory Committee, and

MassDevelopment.

Conclusion

The Massachusetts Cultural Facilities Fund is an example of a capital funding

program that is leveraging knowledge and bringing about change regarding facility

decisions in the sector and receiving sizeable program funding (in comparison to other

states). It is essentially the NFF dual-pronged model in action. There are two aspects to

the technical assistance component. The first consists of the processes that are infused

into every level of the funding process from application to award to educate and promote

a new framework for decision-making regarding facility development in the sector. This

piece seems to be universally applicable to any program structure in the name of

promoting the use of comprehensive planning ideas and practices. The second consists of

the good decisions made on the part of the state agency, in terms of project selection and

funding awards, that ensure that projects only move forward when they are sound and

viable for the long term. The status of this second piece is more uncertain because it

comes into direct conflict with the political considerations that accompany any funding

program of a significant size.

I clarified my final critique, above, to be a critique against the program design and

not against the state agency. The reason for this is that I see a structure and a set of

relationships that requires the state agency to make a choice between program funding

size and good decisions. In this case, I believe that MCC has actually made the choice to

not let their decisions be driven by political considerations, but I also believe that this is
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the reason for the uncertainty surrounding its future funding.7 I originally chose this case

to examine whether a sustainable balance could be achieved and maintained between an

adequate level of funding and an effective level of discretionary power. It is too early to

pass judgment, but I think that the level of uncertainty speaks to the difficulty of

maintaining a successful balance.

This case has confirmed and refined the Chapter 3 finding that a program's

funding size is inversely related to the state agency's discretionary power. The

discretionary power in question is the true driver of the decision, not the mouthpiece.

Thus, even if a state agency appears to be making a decision, if another party is

influencing the choice, then the discretionary power lies with that other party. This is not

to say that all political decisions will be bad decisions, or that there will never be any

overlap, but in the event that the politically-driven decision stands in opposition to the

state agency's preferred choice, the agency should take care that its action will affect its

funding.

7 The Massachusetts State Legislature came to a decision about the $5 million in FY 2008
funding in July 2007. Information about the grant awards for CFF's inaugural round will
not be released until September 2007. Thus, the connection between grant decisions and
legislative actions is not as immediate and reactive as it may appear in this discussion,
though I do contend that it is a strong one.
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CHAPTER 7: The Role of the State

Building success can refer to the success of the physical act of building, or it can

refer to the process of creating a framework and a process that would lead to success in

the industry. The duality of this phrase captures two-pronged approach that NFF

proposed as a way to bring about change in the development process in the arts sector.

The problems with the existing approach to facility development in the arts and

cultural sector are clear and have been clear for some time now. We even understand

(though we do not condone) the forces and the parties that are feeding this rash of over-

investment in capital projects. Repeated warnings have been issued, and yet the industry

marches onwards in the same fashion. Why isn't the message getting through? It is not

just that people are ignoring the warnings, though that is certainly occurring. The larger

problem is that those that are trying to change the system are hamstrung by the politics of

the situation and are unable to do enough to effect a change, given these constraints. The

ability to make and implement good decisions is one of the state agencies' most

important tools for effecting a change to the development practices of the sector. When

this ability is compromised due to overarching political considerations that come with a

well-funded program, the ability to reform and impact the sector is reduced. The simple

fact is that agency discretionary control is inversely related to funding size, but both are

vitally important to be effective. The NFF dual-pronged model is not viable as an agent

of change because there must be a tradeoff and you cannot have one with the other.

Thus, there are compromises and half efforts, and the tradition continues.

Chapter 3 established the inverse relationship between program funding size and

discretionary control by the state agency. Delaware is on one end of this continuum, with

a small program size but a great deal of discretionary control over these funds. Ohio

anchors the other end, with one of the largest program budgets in the nation, but

absolutely no discretionary power over project selection or funding decisions.

Massachusetts lies somewhere between the two, engaged in a balancing act between a

sizeable program and the appearance of some measure of discretionary control. The case

studies for these three capital funding programs helped to illustrate the resulting

constraints of each of these program designs. However, they also provided an
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opportunity to see how each program coped with the limitations placed upon them, and

whether there were options for dealing with their respective challenges.

Delaware is blessed with discretion, but constrained by program size, and that

remains an insurmountable hurdle to increasing the reach and impact of the Arts

Stabilization grant program. One of the mechanisms of the NFF model was that the

money would bring organizations to the table, and then the technical assistance would

help them use it well. Without the promise of the initial draw of the money, Delaware

will not be able to reach outside of the small circle of organizations that currently partake

in its reliable flow of funds, and thus cannot effect change throughout the sector. This is

not to say that Delaware's program will not be valued by its constituents, long into the

future, but the impact will remain localized.

Massachusetts does not give up either funding or discretionary power in an

extreme manner, but then must somehow find balance between the two opposing forces.

While there is technically a decision to be made between exerting one's own agenda and

submitting to the political pressures, it is hardly a real choice when one alternative

includes your existence and the other one does not. Massachusetts appears to be trapped

in a dangerous middle ground in which neither its presence nor its impact are guaranteed.

Ohio is a textbook example of a capital funding program that is robustly funded

and granted oversight responsibilities, but no discretionary power over selection or

funding decisions. However, what it lacks in discretion, it makes up in oversight.

Ultimately, the Commission is able to be hugely influential in their guidance of the

cultural facility development process, and the resulting activity in the sector. While they

do not have a choice in the projects they initially work with, they have control over the

direction that the projects take, and this is perhaps more important. It appears that the

discretion/funding exchange is a positive one, as long as the agency is given enough

authority for true oversight.

In an earlier iteration of my recommendations, I proposed a model program for

the states based on Massachusetts' current form, in which the agency would fund the

political winners in order to guarantee a healthy stream of funding, i.e., surrender to the

political will. In conjunction with this, the program would be able to continue all the less

explicit educational and technical assistance activities that currently pervade their process
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and that will slowly change the decision-making. In this way, the agency could continue

its slow reform of the sector, knowing that it would be around for the long-haul to be able

to do this.

However, it seems as if you are going to go that far, why not go all the way to the

extreme and follow Ohio's lead and relinquish that last fragment of discretionary ability

altogether? After all, oversight is not just some weak alternative to fall back on. It

actually may end up wielding more power in the course of the activity in the sector. It is

the long term version of discretion. In addition, while it may be beneficial for existing

programs to embrace aspects of Ohio's program, it is definitely a route for those states

without existing states to formalize their earmarking processes and bring a long term

framework into the process.

Ultimately, states do have a role to play in the cultural facility development

process, though it is one that is formalized for few states in a meaningful way today.

Building success in both senses of the phrase is attainable, though not through the

program design in which it was originally intended. Ironically, embracing the

longstanding political tool of earmarking relieves the political pressure to a degree that an

agency can concentrate on being an effective agent of change in the system.
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