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Introduction 
Within the last two decades – at least - there have been a number of high profile cases where non-profit arts organisations have been pulled back from the brink of collapse. In the UK these organisations often then require government intervention through a significant injection of further public subsidy to stabilise the organisation. In addition, changes to senior management at director and/or board level usually follow. Recent, high profile examples include the Royal Opera House, English National Opera, The Public and the Baltic (Varley 2005). 

There are also a number of international cases that again highlight a break down necessitating significant changes inside the organisation, triggered either internally or externally, or through a combination of both. Recent organisational examples include the Guggenheim Foundation (Ward 2005), the Getty (Ward 2006), the Metropolitan Opera (Stewart 2006) and Colorado Ballet (MacMillian 2006).

So arts organisations reach crisis points at an international level, regularly, which in turn dramatically and publicly highlight the need for change at a variety of levels and often – quite literally - across the board. Why this cyclical pattern? What does the sector fail to learn and what mistakes does it tend to repeat? Are the problems and solutions organisational or individual and attitudinal? What are the key factors associated with these failures and subsequent rescues and what or who is stopping these organisations from unsalvageable collapse? 

Elements of this global – at least western – pattern have been recognised both in the for-profit and non-profit sector. Board behaviour is changing and becoming more transparent and accountable as a result of a series of recent cases in both sectors (McNulty & Pettigrew 1999, 71).

Therefore since there are enough of these cases to form a trend, key themes emerge and questions follow. Clearly effective change management is an essential skill, since change happens everywhere, all the time. Why is imminent collapse the ultimate trigger for transformational change and why is intervention not sought prior to the breaking point? What is needed to pull an arts organisation back from the brink of collapse? What then is required to successfully turn it around and create long-term sustainability? Three key elements emerge in which both the causes of failure or collapse and the necessary factors in success reside. These are:  

(1) Strategy

(2) The environment 

(3) Power, particularly in terms of relationships between large numbers of    competing stakeholders 

This paper will examine each of these elements, using four case studies to illustrate how successfully addressing each is key to turning a failing organisation around. The case study organisations are: 

(1) The Joffrey Ballet Company, Chicago

(2) Sadler’s Wells, London

(3) The Abbey Theatre, Dublin

(4) Middlesbrough Football Club, North East England

Methodology

Although change is considered as both global and constant, the environmental context in which the four organisations in this study operate are different, as least on an internal, local, regional and national scale and with consideration to various laws, governing bodies, sources of funding and so on. Two of the case study organisations are based in the UK, one in London and one in the north of England. One is in North America and one in Dublin, Ireland. Despite these obvious differences, the three key elements centred on strategy, power and the environment featured strongly. 

I included one for-profit organisation, Middlesbrough Football Club, in part to highlight the differences in terms of procedures that for- and non-profit organisations have at that disposal which can or cannot be used to manoeuvre the turnaround to exploit maximum success. How specific are the issues in relation to the for-profit or non-profit arena? Whilst football clubs operate as independent businesses, distinct from charity status, the educational work undertaken by Middlesbrough Football Club operates as a separate, registered charity, Middlesbrough Football Club in the Community. Moreover arts organisations are now being actively encouraged by government to move towards becoming cultural businesses operating independently through a mix of statutory and self generated funding streams. 

By coincidence, all the case study organisations are in cities. It should be noted that the interview process and subsequent analysis is open to the issue of hindsight bias. The nature of turnarounds inevitably creates competing histories and views, which are not represented here. 

Change 
Although change has been identified as a constant, the type, level and impact of change differ over time. According to Hayes (1997, 3) ‘change can be large or small, evolutionary or revolutionary, sought after or resisted’.  

In terms of organisational change, regardless of sector, there are many different types of change that might apply at any time. The size and rate of application of change in terms of time frame, whether it is a small and insignificant or very large and significant change, also varies over time (Palmer & Hardy 2000, 176).

These variations have been analysed and defined through a number of different models, outlined for example in Hayes (2007) and Palmer & Hardy (2000). There is also much literature by a range of authorities concerning both general and specific change.

Business literature provides many ‘recipe models’ for change, such as ten point programmes. However, change is actually highly context sensitive because of a range of unique factors specific to each organisation (Hayes, 2007; Porter 1996).

Nevertheless, different change models serve to highlight the uniqueness of a turnaround. Contemporary change models include the episodic and the continuous (Hayes 2007, 11), Kaisen theory i.e. planned change through continuous improvement (ibid., 3), Kanter et al’s Ten Commandments (1992), Kotter’s eight stage process of creating major change (1996), the effective change management model of Cummings and Worley (1993), Ghoshal and Bartlett’s blueprint for corporate renewal (1996), Morris and Raben’s twelve step model of large scale change (1992), Nadler and Tushman’s model of incremental and discontinuous change (1995) Dunphy and Stace’s four type model of change (1990) and Huy’s four navigation styles (1998).
 Despite the plethora of change models, it should be noted that these are only of use when change is planned over a continuous period (Palmer & Hardy 2000, 173), something that an organisation involved in a turnaround cannot always afford or predict. 

Since the focus of this study is four organisations that are undergoing or have undergone huge change in terms of scale rather than the Kaizen principle of change and adaptation through the continual implementation small steps, it is necessary to consider what constitutes radical change.

Radical change is transformational, with potential for both positive and negative impact. According to Burke (1992), transformational change ‘occurs as a response to the external environment and directly affects organisational mission and strategy, the organization’s leadership, and culture’. Hayes (2007, 13) remarks that it involves ‘doing things differently rather than doing things better’ and that it involves a break with the past. As we shall see, this is difficult for many organisations that are steeped in history and coupled with entrenched, traditional views and powerful voices.

So transformational change is about identifying, reacting to and exploiting opportunities in the external environment.  

By contrast, a turnaround is about survival. Whereas a transformation presents an exploitable opportunity for improved performance, a turnaround is triggered by impending collapse. In these cases failure acts as the catalyst for change.

The need for change in a turnaround situation is urgent, because without it an organisation will fall deeper into crisis (or normally debt) and ultimately failure. Although both a turnaround and a transformational change are at least in part a response to the environment, a turnaround is specifically about moving from a crisis point, which can be triggered by events either internally or externally. A turnaround is also a process, not an event. It is about moving away from a crisis point, with the objective of creating long term, organisational sustainability. 

Although transformation and turnaround differ in their definitions, there are, however, elements of transformational change in a turnaround. In both, ‘the fundamental state of the organization alters by moving into new markets and new modes of operating’ (Mcnulty & Ferlie 2002, 12).

Having established the unique nature of a turnaround in terms of placing it within a broader definition of change, how should one measure or identify the characteristics of a successful turnaround? 

Issues of effectiveness

In terms of measuring the effectiveness of a turnaround, the two most obvious indicators are simply success or failure. Yet since it is recognised that subsidised arts organisations usually cannot be seen to fail, other indicators are required in order to define success in these cases. In contrast, 70% of change initiatives in the for profit sector fail (Palmer 2000,192). So indicators of effectiveness and efficiency are useful here. 

So what else might act as an indicator of a successful or unsuccessful turnaround?

Indicators of a successful turnaround: 

- There is a recognition and acceptance that external events or internal circumstances require a change to take place at organisational level (Hayes 2007, 83)

- There is a clear strategy, which is adopted by board, staff and other key stakeholders that is subsequently ‘owned’ internally and when implemented, provides a roadmap to stabilisation and growth

- A successful power shift to a ‘change agent’, usually a new Director, and a shift to sustainable, stable leadership

- There is an effective board 

- Board, Director and senior staff visibly respond and adapt to their operating environment, continuously

- There is significant investment in education, indicating positive organisational values and long-term approach

- Fundraising is raised from a variety of sources through demonstration of the creation of value in the marketplace 

- There is room for both strategic oversight and individual expertise 

- The importance of long term planning is recognised

- Stabilisation and long-term stability or equilibrium are reached over the short term (short term being defined in this case within two years)

Indicators of an unsuccessful turnaround:
- There is a failure to create an artistic strategy (Maitlis & Lawrence 2003)

- The Director is replaced, frequently 

- An interim change agent is appointed 
- There is continuous, usually public, dissent from staff or other stakeholder groups
In order to manage such a significant change, the organisational leader needs to identify a strategy to move the organisation to recovery. What therefore are the kinds of strategies that seem to be effective to non profit arts organisations in terms of pulling away from collapse? What is the role of the board in terms of their contribution and who is responsible for formulating the strategy? Is it actually necessary to form a strategy or is there an informal, implicit understanding that the organisation is working towards opportunities as they arise? How flexible and responsive does a strategy have to be and for what purpose?

Chapter two will define a turnaround strategy and the following chapters on the environment and power will go on to explore the role of the board and other stakeholders in terms of how they influence a strategy for turnaround.  

Strategy 
Whilst none of the change models cited in the last chapter can relate directly to a specific organisation, there are elements of the transformational or turnaround change process that can be identified as being common to all the case study organisations in this study. They demonstrate that the first measurable step of a successful turnaround lies with the appointment and arrival of the Director. He/she then needs to ask what needs to change and how? The first process is to develop a strategy. 

Hayes (2007, 51) defines the process of developing a strategy as ‘determining how the organisation’s resources can be used to the best advantage in relation to the opportunities, constraints and demands of the environment’. 

In terms of a turnaround strategy, need necessarily dictates that it is developed fairly quickly, with little time for Ellis’s recommendation (2005) of building a ‘substantive consensus’ around such strategy.

What constitutes a turnaround strategy? How can we define it and what positive and negative connotations do this type of strategy carry? Is there a model strategy that can be developed and modified according to the needs of each organisation? What are the kinds of strategies that seem to be effective in moving an organisation out of crisis? 

What is a turnaround strategy?

As with organisational change theory, there are many different types of strategy. According to Phills (2007) a good strategy is ‘something that matches an organisation’s capabilities with appropriate opportunities in its environment’. Moreover, it is ‘sustainable’ and ‘makes clear and consistent choices and trade offs’. 

The multiple definitions of strategy suggest it means different things to different people. 

Phills (2005a, 54) goes on to argue that strategy is not formal planning documents such as five-year plans, long-term objectives or business plans, public statements or objectives or mission based slogans based on core concepts such as audience focus. Instead, strategy explicitly for a non-profit organisation is ‘defined by a pattern of concrete choices and actions’ that lead to ‘long-run prosperity, along with a greater likelihood of survival’ (ibid, 55).

In a turnaround situation, there is rarely the luxury of considerable periods of time to consider what is and what is not strategy, the question by board members in these circumstances is perhaps more likely to be is it likely to work and how soon until we see evidence of its success? In other words, actions that provide directions in terms of how the organisation’s resources are allocated to create and sustain [advantage] over time (Phills, 2007). This need for quick results is the sought after objective prior to embarking on a turnaround programme. 

Ellis (2003) describes strategy as, ‘a set of congruent, linked longer term goals’. He goes on to argue that UK cultural organisations strategic plans ‘do not inform decision making or provide criteria for allocating scarce resources’. Here also there is evidence towards a consensus for advocating the importance of the environment in which an organisation is operating.  

Ellis also argues that strategy is required ‘to inform meaningful choices about resource allocation’. Furthermore, a strategy can act as an engaging and persuasive authority for third parties, advocating a newly found organisational confidence rather than impending or on going failure. So it has both an internal and an external organisational function.

To Porter (1996, 70), ‘the essence of strategy is choosing what not to do’ and that activities should be tailored to strategy, which leads directly to organisational sustainability (ibid., 74). This resonates with the approach taken at Sadler’s Wells:

We…put in place a number of strategies to try and turn things round again including a search for a new chair, repositioning the programme, repositioning the marketing…we…put the lid on any kind of spending and I went more commercial in the programming on a short term basis
At the Joffrey, efforts were put into ‘evaluating and building a strategy for both short term and long term’ and:

If you are in survival mode which I think most companies are [in] a turnaround, you look at…the low hanging fruit starting with the things that you can accomplish the fastest, your best most immediate return on investment first and then building out from there and doing longer term strategy

This demonstrates the importance of short term wins as a positive signal for the major changes that are to come (Hayes 2007, 174).

In the case of Middlesbrough Football Club, formal written strategy is not in evidence, although there was clearly a strategy of sorts (see appendix 4).

So whilst implicitly there has to be some form of strategy, it can sometimes only be identified through reviewing what an organisation has achieved i.e. through reflecting on the successful turnaround of the past. Moreover, this approach may be a strategy in itself. The Director may chose to respond to opportunities as they arise, enabling an organisation to be flexible and responsive rather than fixed on a pre-determined course. 

Clearly then, the role of leader is essential in formulating strategy. At what level does the leader sit for formulating the strategy? Who formulates the strategy? The role of Board members in this process will be explored further in chapter four.

Timeframes

Having considered the varying nature of the term strategy and the leader’s role in its design and implementation, how long should its successful implementation take?  

According to Palmer and Hardy (2000, 174) ‘the standard textbook time for transformational change often involves a five- to seven-year time frame but, typically, executives want to achieve it in around a year’.

At the Joffrey, the Director proves this in the context of a turnaround:

I think short term, which is survival…is about completing the current fiscal year then the next piece would probably be a three-year and then after that a five year plan…it took us really about five years to move from survival to stabilisation and then into slight growth

At the Abbey, a three-year funding cycle has been identified as a crucial part of strategic delivery, because: 

It gives you permission to programme, plan better, plan further and be strategic…we are giving ourselves an opportunity to think beyond literally a 12 month period and we are the only arts organisation in Ireland who are doing that because we have the funding

These approaches demonstrate what Beer (2001) describes as ‘The most effective approach to organizational change [which] embraces the paradox by applying both top-down, results-driven change and slower, bottom-up development of the organization’. Ideally then, an organisation undergoing transformational, ‘results-driven’ change needs to show movement at some level over a short period of time (McNulty and Furlie, 2002).

Essential strategy

So the approach to the adoption of a formal strategy differs according to organisation in terms of both formulation and implementation (Hayes 2007, 59). These differences demonstrate that there are both positive and negative connotations in the development of formal, formulaic strategies. These differences are summarised as follows: 

Positives:

- A defined strategy articulates competitive advantage and shows awareness of competition within the non-profit arena

- The strategy demonstrates awareness of the external environment. An environmental scan forms a key part of strategising for change 

- It demonstrates a commitment to short, medium and long term planning

- It determines the economic viability of an organisation, including its artistic output

- It determines and articulates the organisation’s value, in social, economic and artistic terms

- It harnesses economic resources and has a sound economic basis (Phills, 2007)

- It places non-profits into realm of the external, financial marketplace

- It defines and recognises organisational need

- It signals clearly that radical change is imminent 

Negatives: 

- Production of a written strategy can take time

- The strategy might be rejected by the Board, which in turn may lead to a further change of Director

- A strategy can be confused with an action plan or ‘to do’ list mentality 

- Too broad an internal consultation will lead to ineffective, watered down strategy

- Failure to identify competitive advantage or industry analysis 

The idea that strategy is a political process is beginning to emerge, since it impacts on a variety of stakeholders with different levels of power. Therefore producing a strategy that is accepted both internally and externally is key to the success of a turnaround. It involves complex negotiation and skill in terms of communication and political behaviour (Maitlis & Lawrence 2003, 109). 

Clearly then, organisations and their change strategies do not lie in isolation. Strategy is a response to an organisation’s environment.  Since strategy demonstrates the ‘pattern of goals, policies, and actions that collectively define the way an organization positions itself in its environment’ (Phills, 2007) it is necessary to soon turn to the environment and explore why it is such an important factor in a turnaround and to examine how leaders demonstrate and work with this understanding. First though, it is useful to highlight some other case studies to illustrate the central role of strategy in a turnaround. 

Kaiser’s strategies

As well as the four case studies that feature here, it is useful to explore other turnaround strategies in order to build a picture of common elements that contribute to a successful turnaround. As highlighted earlier, failing arts organisations and subsequent turnarounds are an international concern. 

Michael Kaiser, currently Director of the Kennedy Arts Center in Washington D.C., has an established reputation as a turnaround agent. The following four examples highlight the strategies that he used to implement a successful turnaround in each case. 

1. Kansas City Ballet, Kansas City: in 1985 the Company was on the ‘verge of bankruptcy’ (Kaiser, 2005a). Within 18 months a new strategy was implemented. This turnaround strategy was produced and fully approved by the Board within two months of Kaiser’s arrival. This strategy resulted in the stabilisation of the company. It included the following key elements: 

- Board restructures 

- Development of a new fundraising campaign 

- Development of artistic programming

- A new strategic plan officially launched and circulated to influential business people and community leaders

- Differentiation between programme-based and institutional-based marketing

- Funding strategically linked to programming and marketing i.e. working from the premise that good art, well marketed will lead to funding and other in kind resources as community’s appreciation for an art organisation’s product grows

2. Alvin Ailey American Dance Theater Foundation, New York: had a deficit of over $1.5 million in 1991 and was near to bankruptcy (Kaiser, 2005b).  Key elements of this turnaround strategy included: 

- Consolidation of existing resources

- The launching of an aggressive marketing campaign

- The Executive Director quickly gained the Artistic Director’s trust and established a solid working relationship

- Increase in artistic and educational programming 

- Executive Director (turnaround agent) initiated relationship with the Board through reviewing the mission and developing the strategic plan together

- Creation of an aggressive fundraising effort. Encouraging corporations to focus on fewer, larger projects

- Focus on the principle that fundraising is primarily created from dynamic marketing of a dynamic programme, which in turn makes it easier to raise funds

- Building of a strong institutional image over time i.e. a long term view

- Establishment of a stronger role for Board in fundraising terms, which resulted in fundraising targets being set for each member on an annual basis with exceptions granted for board members who contributed in other ways

- An acknowledgement that some staff were not able to adapt to the new organisational culture and so had to go

- Recognition that the strong marketing campaign also helped to bring in new board members

- Marketing essential in terms of awareness raising to potential ticket buyers choosing a performance against several entertainment options rather than targeting existing core audiences and supporters 
3. American Ballet Theatre, New York: in 1995 this company had an accumulated deficit of $5 million, which was cleared by 1998 through implementation of the following strategy (summarised from Kaiser 2005c):

- Creation of a new repertoire whilst also diversifying programming, which included touring (including a reduction in costs and re-negotiation of union agreements)

- Creation of new education programmes

- An increased and renewed presence in the Company’s local environment, New York City

- Aggressive marketing of the artistic product

- In the short term, the Director’s time was devoted to the creation of strategy rather than on finding resources, ‘this takes discipline and nerve’ (Kaiser 2005c, 2)

- Establishment of a major donor agreement from an individual that could then be matched with new money and used as leverage with other funders

- Saying no: rejecting some offers of financial assistance if not for the funding of core work i.e. the Company was not ready for funding for an endowment where only interest could be spent

- Re negotiating for redistribution of funding to cover new works and an endowment 

4. Royal Opera House, London: one of the most high profile failing arts organisations that required significant government intervention to avoid closure in 1997. The problems included: a $30 million debt; an on-going major renovation, poor public perception; a quick succession of Executive Directors; resignation of the Chairman; impending bankruptcy; negative perception as a national joke rather than a national treasure. The Board was overly involved in the operations of the organisation:  ‘the strong personalities of many of the Board members made conflict resolution more difficult to accomplish. I spent so much time negotiating between board members that I had too little time to implement the changes needed’ (Kaiser, 2005d, 19).

Key strategic elements: 

- The Director insists on an equal, partnership based relationship with the Board

- Simplification of the governance structure

- A focus on longer-term planning

- A focus on programming for the new building

- An expanded marketing programme

- An increase in educational programming

- Reduction in size of administration staff/staff restructure 

- Increase in private funding

Having now defined strategy and cited a number of case study examples, several themes emerge that can be applied to developed, theoretical frameworks. 

Beer (2001) argues that most effective strategies combine a focus on economic and organisation development strategies rather than on one or the other (Hayes 2007, 245). Clearly financial difficulties of the case study organisations lead the drive for turnaround, so the push for results in financial terms is imperative. However this is a short-term approach and in order to create sustainable change, there needs to be an emphasis on shared purpose, strong culture, ‘bottom up’ change and involvement and a move away from financial incentives as a driver for change (ibid.). 

However, since most non-profit arts organisations tend to follow organisation development strategies because of their non-profit missions, a turnaround presents such organisations with an imperative to consider economic strategies for both the short and long term. Here then lies an additional challenge for the leader who must implement both strategies at the same time (Hayes 2007, 248), in order to secure both short-term survival and the need to fundamentally change in order to bring about long-term success. According to Porter (1996,77) ’strategy requires constant discipline and clear communication’. 

This is clearly illustrated in the case of the Abbey Theatre, whereby the turnaround strategy is clearly focused on both economic improvement and changes in organisational behaviour: 

What we’ve agreed with the Arts Council over 3 years is a series of targets – box office targets, external funding targets or other streams so what we get this year is 8 million (Euro)…Internally the way I’ve done it is by empowering departments, head of departments, senior managers to take responsibility, for them to delegate so I do very little micro management but what we have done is we have an excellent communication system, regular team meetings, we have a regular senior management meeting every Tuesday morning so I’m absolutely aware of what’s happening in the whole organisation and I have to trust my colleagues and therefore the hierarchy all the way down that that communication got through. So in terms of power and authority it is done by empowering the rest of my staff here.

Clearly then, organisations and their change strategies do not lie in isolation. Strategy is a response to an organisation’s environment.  Since strategy demonstrates the ‘pattern of goals, policies, and actions that collectively define the way an organization positions itself in its environment’ (Phills 2007) it is necessary to now turn to the environment and explore why it is such an important factor in a turnaround and to examine how leaders demonstrate and work with this understanding. 

Environment 

One of the change models cited earlier, Burke and Litwin’s 1992 model of organisational performance and change defines transformational change as a response to important shifts in the external environment. This is based on the assumption that organisational leaders have a full understanding of this environment, both to identify environmental shifts and actively respond to them and where possible, to influence them (McClafferty, 2006) and even outperform competitors (Phills 2005a, 55). The organisation’s performance affects its external environment and the external environment affects performance (Hayes 2007, 121). Therefore a successful strategy will accurately reflect a thorough understanding of the external environment (Phills 2005a, 55). 

The environment in which an organisation is led is well understood through being defined as the internal and external environment (Fleming, 2006). Within the external environment, stakeholders range in their extent from the local to the international (ibid.) 

The internal environment obviously concerns the inside of an organisation. In a turnaround, the level of change is such that a Director leading change will require internal performance to be both an improvement to and different from that of the past (Hayes 2007, 122). This change in organisational culture (ibid.) is dependent on the roles of the director, board, staff, volunteers and any other internal stakeholders. Their reaction to and implementation of the turnaround strategy plays a significant part in how the external environment responds to it. This type of change is therefore concerned with an organisation’s interaction with the environment on several levels and with the leader’s ability to influence these key stakeholder groups to publicly acknowledge and accept the change. Therefore, changing strategy and leader has more weight than changing anything else because together they affect the total system (Burke & Litwin 1992, 529). 

So the environment influences strategy and the successful arts leader requires a full understanding of the political, economic and social contexts (Maitlis & Lawrence, 2003, 111) in which they operate, particularly during a period of significant change, since the ‘external environment has the greatest impact’ (Burke and Litwin 1992, 535). Furthermore, these operating environments are ‘competitive, complex and ever changing’ (Fleming, 2006). Organisational change therefore ‘stems more from environmental impact than from any other factor.’ (Burke & Litwin 1992, 529). 

Failure prior to the point of turnaround by the Director and/or Board to acknowledge existing failings that centre on a failure to operate an organisation’s internal and external environment effectively (Fleming 2006) is likely to have contributed to the organisation’s decline over time. Furthermore, public sector organisations are viewed – at least historically – as removed from the opinions of their attending and non-attending audiences and their preferences (McNulty & Furlie 2002, 57). 

Again, the role and skill of the leader is critical. ‘No matter who the leader and the level of their skill, they are responding to forces in their organization’s environment…astute leaders are people who scan their organization’s external environment, choose the forces they wish to deal with, and take action accordingly’ (Burke and Litwin 1992, 530). An environmental scan provides the context for strategy and presents organisational leaders with both opportunities and challenges.
 

In the case of both the transformational change and turnaround, an organisation repositions itself in the environment, by moving into new markets and new modes of operating over time (Palmer 2000). In the case of a turnaround, such moves are usually imposed upon organisations, rather than viewed as opportunities to transform. 

The recent history of American dance, highlighted in the case of the Joffrey Ballet Company demonstrates this: 

Dance here in the US has had a very challenging time since the 1970s. 

The ballet boom of the 1970s…it was partially popularised by Hollywood…then that was followed by Jane Fonda workouts and the whole aerobic phase…that all started to dry up in the 80s and there is no national dance on tour programme anymore. The NEA [National Endowment for the Arts] really cut back the amount of funding for dance. Audiences have been in decline…a lot of dance companies have needed to re-evaluate whether they should exist and how they can exist in a whole different kind of climate…now we’re looking at a different model…[Now] people are more consumed with being on the Internet at home activities. 
We’re no longer based in New York which is a huge change dynamic because the dance there is very different…more dance responsive than in our communities so we’re looking into less touring and creating more performances within our own communities…a lot of dance companies they really had to widen their support in their home base because they could no longer depend on the revenue of support from external.

As well as demonstrating the sort of volatile environment shifts that go on internally and externally over time, this shows that key strategic factors highlighted in the previous chapter, including marketing, political awareness, funding and that crucially audiences (existing or potential) reside and operate in the environment, both internally and externally. 

The Joffrey also illustrates both the positive and negative associations with an artistic and historic foundation.  On the one hand these artistic and historic associations provide organisational values and authenticity, which lead to legitimacy. However on the other hand, as will be demonstrated in the next chapter, this sense of history and tradition can hinder significant organisational changes. Moreover, an organisation’s history includes past strategies and leadership styles, which in turn affect internal behaviour (Hayes 2007, 51). The consequences of this will also be highlighted in the next chapter. 

Sadler’s Wells demonstrates the role of institutional history and the on going perception of an organisation, after a successful turnaround has taken place: 

Yes…there is still a hang over…particularly with the funders. The funders even now feel – even though it is nearly ten years ago, feel slightly hard done by there because they were forced into a position where they had to keep ploughing more money in.

The press another key stakeholder in external environment play a part in this:

 They don’t talk about the lottery anymore at Sadler’s Wells. They tend to talk about Jean-Luc [previous director]. There is always that with the press…the funders still have an issue about that. But there is always a lag between the perception of reality and there has been a lot of positive press out there…it now seems like an organisation that’s turning around and is producing good things.
The importance of positive messages is also highlighted at the Abbey Theatre in Dublin: 

Externally I see a huge role in always communicating the message to the stakeholders, be they the bank, the Arts Council, the Government. 

The history of the Abbey Theatre clearly demonstrates the political, economic and social factors that arts organisation are exposed to. These factors influence organisations both in periods of upheaval, growth, loss and stability. However, the environment is a source only of constraints if an organisation fails to be a fundamental part of the world in which it resides. At the Abbey, ‘we acknowledge that the tax payers pay this money supporting the arts so that the arts can not only flourish but actually an have an independence, a critical independence’. 

Hayes (2005, 51) argues that environment is the source of both opportunity and constraint.

Key environmental drivers of change

As already acknowledged, many arts organisations that have collapsed would not be sustained by the marketplace in the for-profit business world. However, for non-profits – as for all sectors - significant change is usually driven by external pressure, sometimes coupled with an internal pressure to either respond to or resistant external change and attitudes. 

Hayes (2005, 60) also suggests that it is the role of the leader (be it profit or non-profit) to determine which environmental factors are relevant and in turn whether they present a threat or opportunity. Failure to spot this potential may have contributed to past failings of the organisation. 

So key drivers of change (McNulty and Ferlie 2002, 8) are the stakeholders in both the internal and external environment who range from the individual in the form of an organisational leader at director and board level to political leaders at an international level.  

In each of the case study organisations, the key factors of the turnaround strategy concerned repositioning with the external environment and responding to the drivers of change, be it through a change to touring schedules, producing more popular shows or investing heavily in marketing and PR. 

In Middlesbrough, the CEO of the Council acknowledged that the football club had the potential to contribute to the future success of the town and to contribute to positive social change: ‘I’ve got huge problems in the town, we can’t afford to lose the football club, it’s a mess.’

At the time, the external environment at Teesside was in rapid decline: 

The ship building industry had left Teesside, the steel industry was cutting back in vast numbers, ICI which at that stage employed 35,000 people decided to relocate a lot of its industry to downsize to about 5000 and they weren’t taking on anyone…male unemployment…was about 26%. It was a nightmare.

The story goes on to demonstrate that the identity of town is linked to the success of the football club and its cultural provision. Therefore the changing fortunes of Middlesbrough as a town in terms of its economy, identity and social conditions is linked with the perception of the football club and its relationship with the local community.

The Board culture at Middlesbrough was one of introspection but the core issues affecting the Club’s debt lay in the external environment. McNulty & Pettigrew (1999; 50) argue that a key role of a board is to help to link the organisation to its environment and to secure critical resources there, as well as acting as a mechanism for reducing environmental uncertainty. 

So staff, trustees and volunteers can also influence their organisation’s environment (Burke & Litwin 1992, 529) be it in a positive or negative way. Sometimes these groups choose to influence formally, through lobbying activities, forming or being involved in trade associations and coalitions (ibid). The role of strategy and environment must therefore be seen in the context of varying levels power and influence held by these and other stakeholder groups. Strategy therefore becomes a political process (Maitlis & Lawrence, 2003, 134). 

 Power 
In such complex environments that contain multiple stakeholders with a variety of objectives, organisations - again both internally and externally - become political arenas (Hayes 2007, 147), where the key components of the decision-making process are power and influence often with limited room for loyalty, harmony, logic and rationality (ibid.). Thus strategy moves into the realm of ‘the politics of decision making’ (Maitlis & Lawrence 2003, 133). 

Hayes (2007, 219) suggests that ‘the ability to exercise power exists when one person is dependent on another for something they value’. Power is not held in isolation, it is only created through relationships: ‘someone alone in a room has no power; only in relation to others do they have it’ (Greene, 2007). So power is relational and it is created, sustained and lost primarily in the realm of relationships between groups and individuals (McNulty & Pettigrew 1995, 851). 

In these situations, group and individual behaviour differs with increases in the environmental complexity (ibid., 848). Moreover these varying exchanges can take place formally or informally, publicly or privately. As with strategy and the environment, power also changes over time. Therefore it is ‘potentially unstable’ (McNulty & Pettigrew, 852). A key question for any organisational leader is, where does the power lie? These shifts become more fundamental during a period of significant change, which signals the likelihood in a shift in power at both individual and group level (McNulty & Pettigrew 1995, 852-3). Therefore ranges of stakeholders, with different and competing agendas, begin to compete for power.

Stakeholders

The emergence of competing stakeholders, raises all of the human, social and political aspects of complex organisational change, which are also embedded in the turnaround process. ‘Professional elites’ are one of the principle stakeholder groups that actively drive the pursuit of their own agendas against new organisational values. Usually they are found within an organisation although they can also exist and are linked to external groups of like-minded individuals. 

Specialist staff and trustees are two principal groups in this category. McNulty & Furlie (2002, 10) suggest that such factionalism may stem from the tradition of departmental authority within organisations, particularly prevalent in arts organisations, meaning there is little tradition of strategic overview for public benefit. Maitlis & Lawrence (2003, 126) argue that a strategy will be more likely to fail where key stakeholder groups ‘do not interpret the issue as relevant to their situation and as having the potential to further their own interests’. It may also be the case that the cause of the failure of the organisation prior to the turnaround lies with these groups, who fail to recognise the significance - in organisational terms - of the wider world in which they live.

There are many other ‘interest groups’ within any organisational system with competing goals and agendas. These different groups bargain and negotiate between themselves, trying to form dominant coalitions. The process of change will result in some groups – usually those with the most power - succeeding in maintaining some degree of power. On the other hand enemies are likely to be made since the very nature of a turnaround signals significant changes across an organisation and so there will also be losers who have failed to influence key decision makers effectively (McNulty & Furlie, 2002, 11-12).

In cases where professional elites or traditional specialist groups do have a significant influence on transformational change strategy, the level of change is likely to be significantly reduced and therefore made less effective. The role of the organisational leader is therefore key in terms of effectively manoeuvring and reducing the power and influence of these groups. 

One method for such political manoeuvring stems from the basis that internally at least, ‘most individuals are limited to certain spheres or domains of influence. Power displayed on one occasion may not be transferable to other settings.’ (McNulty & Pettigrew 1995, 852). 

The Director 

Clearly then, the role of the organisational leader is key to the successful turnaround, in terms of strategy, the environment and in terms of negotiating power relationships. Phills (2005b) suggests that to be really effective ‘we need to understand the mechanisms through which leaders influence factors that determine organizational performance’. 

It has already been demonstrated that it is the leader who is the individual responsible for creating and successfully pursuing the turnaround strategy and is more likely to fail when he/she lacks ‘political skill or domain-specific expertise’ (Maitlis & Lawrence 2003, 132). Without the former, the leader is less likely to gain support from groups of the professional elite so the leader must adopt practice in and become skilled at coalition building, lobbying and the control of information to enhance their power to influence decisions (ibid., 112)

Fleming (2005) articulates the need for generating such greater political awareness in periods of transformational change ‘which means advocacy, influence, cultivating contacts, acknowledging [competition] and understanding our political environment [being] more extrovert and more manipulative’. 

So the political skills of the leader become paramount. Whilst few would deny this, these transactional skills are not always in evidence in leadership, particularly prior to the successful turnaround. This lack of political skill is one of the drivers leading to the increase in non-profit organisational failure and Director level turnaround highlighted earlier. According to Ellis (2003), ‘The leadership of most arts organisations suffer from…delusions about the quality of their work, the impact it has, the regard in which they are held and the wider environment in which they operate’.

Another example of failure highlights an artistic director’s inability to successfully increase political evidence on behalf of an orchestra. Although he ‘worked to develop a powerbase, building numerous alliances and taking on additional responsibilities, within and outside the orchestra [and] increased his influence, the cost included becoming so busy that the matter of…strategy was postponed in favour of more tangible problems’ (Maitlis & Lawrence, 131). Here then the need to balance the environment and strategy with the pursuit of political influencing is highlighted. 

The leader does however face limitations that are externally imposed, both by  their given role within an organisation and through their knowledge of how power works internally (McNulty & Pettigrew 1995, 851). Therefore reliance on other stakeholder groups is inevitable. So the inter-relationship between individual skill versus power held between and amongst internal stakeholders drives the need for the leader’s ‘awareness, possession, control, and tactics in using certain power sources’ (ibid., 852). 

Resistance to change makes the turnaround leader’s job both difficult and complex. Transformational change of an organisation fundamentally affects previously held power bases held by groups such as specialist staff and trustees, and the leader requires these groups to radically change their current mode of thinking into a new way of operating, ‘if the change is going to happen’ (Palmer & Hardy 2000,179).

Since internal tradition and established modes of operating might influence and constrain the leader’s power and influence  (McNulty & Pettigrew 1995, 848) the leader must therefore counteract this behaviour by identifying and generating ‘a variety of power sources from which they can mobilize a platform for influence’ (ibid., 853).

So the management of changing relationships is a key skill related to change management, together with maintaining or improving the quality of such relationships (Gilroy, 2007) as the creation of a wide pool of allies is essential. Of course, both short term and long term strategic thinking is required here, since agendas change over time, just as power is focused on and withdrawn from various organisations, groups and individuals, both officially and unofficially. 

Such relationships with their inherent challenges are not restricted to non-profit organisations.  Even within the arts sector, multiple agencies form allegiances formally and informally. For example, Government agencies that fund the arts are also key participants in the non-profit organisation’s environment. They are perceived to have significant power in relation to the organisation’s they fund, although not in the broader competitive context of other government departments. Government representatives from these agencies admit that the arts world is full of strong brands and loud voices, that power and money are exchanged for arts related favours and that relationships and power are the principal factors that determine the success of ‘cultural businesses’. There is an urgent need therefore, to both consciously manage relationships and to classify them in terms of risk. The analysis of these risk based relationships are attuned to change and are based on the knowledge that change is a given. In turnaround terms this awareness is heightened and in some senses is easier to deal with, as the situation clearly requires such a radical overall. Here then, relationships are the catalysts for change and significant skill is required in the management of very complex stakeholder relationships. In this way the Director (and other stakeholders) create power bases through exchanges in and with the environment.

Clearly the personality of individuals becomes paramount and it is in this realm that strong individuals with large personalities can dominate. Internally, the relationship between the Director and Board is critical and lies within this realm of power. All the case studies illustrate issues at board level, which lead to crisis and subsequently to successful turnaround. In each case, Directors were replaced, including those who were specifically introduced as change agents. The Joffrey Ballet Company had six successive CEOs before the current successful Director came into post.

In practice change programmes are vulnerable, quick and may need successive turnover at director and board level (McNulty & Pettigrew, 43). Although directors responsible for a turnaround strategy usually go in after very poor performers, mistakes are often repeated (ibid.). Clearly then, the board have responsibility to ensure that these mistakes are not repeated. 

Though an effective board is defined as one which is ‘preventative’ (Mission, Models, Money 2006) clearly the board does not take or make decisions in isolation (Mcnulty & Pettigrew 1999, 50). Here again the relationship with the director of the organisation is key. At Sadler’s Wells (Appendix 2) the critical issues in terms of the turnaround lay in this domain. A healthy relationship between Director and Board is clearly critical at the Abbey Theatre (Appendix 3) and serves to highlight the limitations of this relationship in the organisation’s past. 

Such examples stem from formal relationships and meetings within an organisation. Yet the arena for political manoeuvring and influencing is just as likely to take place outside the boardroom. Is there a balance of power between groups and individuals that meet regularly as opposed to those that do not and consequently is there more power here? Again, the turnaround agent needs to be aware of this dynamic. Regardless of whether relationships are managed internally or externally, strategy is a highly politicised process because influence of role of board comes into play. (Mcnulty & Pettigrew 1999, 47).

So informal dialogue (Mcnulty & Pettigrew, 1999, 58) and informal influencing are again key factors in the processes of contribution, power and influence (ibid.) which are in turn fundamental to the successful outcomes of a turnaround strategy and the leader’s role in delivering it. 

As well as powerful stakeholder groups within an organisation, there is of course a myriad of external stakeholders. 

The non-profit’s political realm ranges from local to national party politics and occasionally into the territory of international political agendas. At Middlesbrough football club for example:

Politics gets everywhere…[it] is not clever in this area. We have leaders who sometimes have been failed bus drivers…politics is a way to give you a forum and you don’t have to be clever, you just have to be bold and mouthy. 

As the case studies demonstrate, the state can be an interest group particularly when a key funder as with the Arts Council and Abbey Theatre in Dublin. 

Therefore the turnaround leader must be highly skilled at mobilising different opinions as stakeholders will invariably have differing attitudes to change. This process is particularly relevant in terms of implementing turnaround strategies, since they ‘reveal organizations as political entities where powerful stakeholders with competing interests seek to influence decision making…power, whether stemming from the possession of scarce resources, from legitimate authority, from coalitions, or from the right to speak on behalf of others, is a critical component of strategic processes’ (Maitlis & Lawrence 2003, 112).

Influencing stakeholders 
Some people assume that organisations are well-integrated entities within which everybody works harmoniously together. Some also believe that decisions are made logically and rationally, that people share similar views of the world around them and that they act to promote the interests of the organisation as a whole. This is rarely the case. (Hayes 2007, 151)

There are many different types of stakeholders that lie both inside and outside an arts organisation. They include: friend’s organisations, groups of staff, trustees, politicians, visitors and the press. Stakeholder groups are many and varied and they range from the local to the international. 

The following table demonstrates a method (derived from Grundy (1998) and Piercy (1989)
 that allows such a range of stakeholders to be mapped and then influenced according to the attitude and power that they hold. 

Stakeholder map (model adapted from Hayes 2007, 163-4)

This model provides a framework for analysing and mapping stakeholders, which can then be followed by creating a strategy for influencing these key groups to support the proposed turnaround (or any other form of change). It is based on identifying the level of power that stakeholders hold together with their attitude to the change (Hayes 2007, 159).


For example, a dominant coalition (Hayes 2007, 50) e.g. an internal group of traditional museum curators who have been in post for decades, may sit in group 4 as they may feel opposed to any proposed changes. Conversely, a group of repeat visitors may have a more positive attitude but with less power, at least internally, so would sit within group 1. Director led strategies for confronting each group are outlined as follows (adapted from Hayes 2007, 164): 

Group 1: low power, positive attitude 

The Director needs to work to increase the power of this group of existing supporters. This can be achieved through: 

- Working to secure a place on decision-making groups that relate directly to the turnaround process

Example: case study 1, the Joffrey Ballet Company and case study 4, Middlesbrough Football Club demonstrate this. Both successfully built relationships with uninvolved donors who demonstrated a positive attitude towards that which each turnaround strategy was trying to achieve. 

Group 2: high power, positive attitude

With groups that fall into this category the Director needs to: 

- Build healthy coalitions

- Communicate an inspiring vision that highlights mutual benefits

- Encourage groups to align with the turnaround strategy and purpose

Example: Again, the Director of Joffrey Ballet Company demonstrates this through building and maintaining healthy relationships with key board members and donors. 

Group 3: low power, negative attitude

In this case the Director should:

- Work to move people with high power and negative attitude into this area

- Publicise proposed turnaround strategy widely

- Seek external stakeholder support 

Example: In the case of Kansas City Ballet, Michael Kaiser widely publicised and distributed the turnaround strategy for the company to garner support externally. 

Group 4: high power, negative attitude

The most challenging group, which contains people who oppose change and have the power to influence the outcome. The Director therefore needs to act to generate support from this group in order to successfully turn the organisation around. For groups and individuals in this group the Director’s methods might include:

- Undermining their case

- Bargaining and negotiating to win support 

- Picking off key players and providing them with information that might persuade them to be more supportive

- Involving them in the process to give them a voice in the outcome 

- Reducing the influence of powerful blockers by effectively challenging their arguments

- Marginalising them from the decision making process; work to ensure they are not members of any formal committee or group that sanctions elements of the turnaround; transfer them to another part of the organisation. Get ‘the right people on the bus’ and move the wrong people to the back of the bus (Collins 2006, 13) in order to marginalise their power. 

Example: Each of the four case studies cites examples of having to work with stakeholders from this group. At Sadler’s Wells, members of both the board and executive team were removed and replaced. At the Joffrey Ballet Company, some staff members were removed from the organisation. At the Abbey Theatre in Dublin there was a substantial shift in the relationship with their major funder, the Arts Council and at Middlesbrough Football Club the Board was sacked. According to Steve Gibson, the Chairman of the Club:

How I could get into a position of running the club without interference from the shareholders? You had third-generation shareholders, the great-grandchildren of the original shareholders dating back to 1876 and some of these guys were on the board. You would go to a board meeting and they would be talking about what they were having for lunch, they wouldn't be talking about the debt, because Middlesbrough FC had always just trundled on.

I remember going in and saying to sort this club out there's got to be clear lines of authorisation and the first thing I want is full executive power to run the club. They went 'rhubarb, rhubarb', the cigars came out. Eventually they gave it to me and they said: 'What are you going to do now?' I said: 'None of your business, you're all sacked’ (Walker, 2006).

Conclusion 
Change is a certainty, yet many non-profit arts organisations are built and centred upon notions of permanence, tradition, identity, education, largesse and a passion for the art form particularly in terms of how it can improve people’s lives. Yet at some point, all organisations will need to undergo serious change in order to survive. 

This study has illustrated the role of strategy, the environment and power in an organisational turnaround. This is again illustrated in the diagram below, in which the organisational leader holds the position in the centre, where the three circles meet. Of course, this map could also be applied to organisations that are stable or in periods of growth and success. 




Burke and Litwin (1992) created a similar model, which included organisational outputs, mission and culture as key factors of transformational change. 

The case studies in this study have certainly shown that a turnaround follows a process, whether or not this is formally recognised. Firstly, the need for a turnaround becomes urgent, because of Director, Board and/or environmental failure. This leads to a new CEO, which in turn leads to a new strategy, which then leads to a shift in power, which finally leads to a re-emergence and repositioning in the environment and the completion of a successful turnaround. 

However, the process can collapse at or in-between any of these stages, which means that the process goes back to the start. This process might also apply to organisations that are not doing very well but who have not (yet) reached crisis point. 

Clearly the crucial factor in leading a turnaround is the successful management of ‘the people issues’ (Hayes 2007, 87), central to which include power, politics and stakeholder management.  

Change can be pleasant and even sometimes desirable in the abstract, but too much of it creates an anxiety that will stir and boil beneath the surface and then eventually erupt.  Never underestimate the hidden conservatism of those around you. It is powerful and entrenched. Never let the seductive charm of an idea cloud your reason: Just as you cannot make people see the world your way, you cannot wrench them into the future with painful changes. They will rebel. If reform is necessary, anticipate the reaction against it and find ways to disguise the change and sweeten the poison. (Greene 1998, 394)
Therefore successful turnaround leaders must create strategies that can adapt and evolve with a minimum of fuss and which can accommodate the ‘cultural and political dynamics that can undermine’ the change process (Hayes 2007, 89). 

At the same time, there it must be recognised that there is a need to build on-going support for the new strategy without allowing it to be fundamentally weakened by stakeholder self interest, particularly where this does not align with the ultimate aim of returning the organisation to a place of economic stability and long term success.

In that case, given the rapid and on going nature of change, arts leaders, board members and other powerful stakeholders at all levels need to acknowledge the importance of their role in transforming arts organisations, particularly in terms of the power that they hold, on behalf of the public that they ultimately there to serve.

Appendix 1: Interview with Jon Teeuwissen, Director of the Joffrey Ballet Company, Chicago 18.5.07

I’m looking at whether or not there is an overall process that can be applied to turnarounds. Do you recognise that there is a turnaround process or is it always context driven, dependent on the unique circumstance of any one organisation?   

It’s interesting we are having this conversation because I don’t really do any consulting per se because my life is owned by this company, but for some friends I have gone to meet with their boards, for instance Pittsburgh Ballet Theatre and Madison Ballet Wisconsin and just earlier this week Charleston Ballet Theatre in Charleston down in Southern Carolina. I don’t know that there is really a distinct formula for it but I think the underlying premises would be basically if you’re in an organisation that is not working, you sort of - in some ways - blow it up doing a real analysis of the entire business model and reassessing every different spoke of the operations and that is basically what we did here: marketing, programming, strategy, scaling of house, donor cultivation, working with the different divisions of departments of the organisation and determining basically your profit and loss on each department or even breaking up the different activities of the organisation in terms of evaluating them on a project basis so maybe looking at the return on investment or performances that you’re doing in your home theatre vs. what you do when you are on tour and also evaluating and building a strategy for both short term and long term and if you are in survival mode which I think most companies are if you are in effect during a turnaround you kind of look at what I would call the low hanging fruit starting with the things that you can accomplish the fastest your best most immediate return on investment first and then building out from there and doing longer term strategy.

What are the timeframes for the short and longer-term strategies? 

I think short term, which is survival, which is really about completing the current fiscal year then the next piece would probably be a three-year and then after that a five year plan.

And is the three-year about stability and then growth and then sustainability? 

I think it really depends on the organisation and what you are trying to accomplish and also the severity of the type of shape you’re in. In the case of the Joffrey it took us really about five years to move from survival to stabilisation and then into slight growth. 

And you’re in a period of growth right now? 

Yes we are in the growth at the moment solely because until just recently I think that we had just stabilised the organisation and we launched a huge capital campaign. Huge for us - $35 million. So that new piece is having a negative impact on operations because we’re finding it harder to meet our contributor revenue figure that is necessary to balance our budget on an annual basis when we are competing with also our capital and endowment campaign. So we are right now working on a five-year plan to show and to justify operating for the next couple of years at an actual deficit.  But that at what point that becomes self-sustaining and investment is worthwhile even though in the very short term it looks like we are going backwards. 

Where in that planning process does ambition starts to come? 

I think ambition is always there. It changes in terms of what is achievable but I think that if you didn’t have ambition from the get go you wouldn’t even attempt to do it. You would just sort of like let it fall in on itself. 

Maybe I’d use a different word from ambition. I understand what you are saying but I think that you might substitute dedication or commitment to the value of the mission of that organisation and why it is important to exist. That’s probably the first question that anyone would ask in terms of approaching a turnaround is to in the very first place analyse and examine whether or not the organisation should exist or not and what its purpose is and what would the loss be if it disappeared. 

In the UK perhaps we’d do well to ask that more often. 

Well probably here too I think there are a lot of organisations who probably don’t need to exist. 

I’m interested in the processes of change and the perception of it both internally and externally. You can create a strategy but then you’ve got to sell it to a variety of different stakeholders.

Well I think that the staff is only effective if they see themselves as stakeholders. So whatever the vision is you need to spread the religion so that everybody involved becomes a missionary for achieving that vision or goal that you’re going after and that in order to be successful you have to co-author with everyone that is going to be a part of the team so that everyone is a stakeholder because it usually takes everybody to implement it. 

It has been a little bit different for me in different organisations. I’m sitting here thinking that with the turnaround in New Orleans we basically affected that with the small staff we had and then adding to that staff. In the case of the Joffrey it was a little bit different because we had key staff members who were completely inadequate so we had to make some major changes and in hindsight we probably should have made them faster than we did. So I think it is going to vary from situation to situation. I mean sometimes when you determine why an organisation is not working you might find that you don’t have the proper people staffing it. In the case of the Joffrey here we had quite good artistic product but we had a dysfunctional board and a dysfunctional staff so both board development and staff development were essential to both management and fundraising and external perception was in fact that the company was failing because the company had started a phase of a capital campaign and then went back to donors and asked them to convert commitments to operating support because the Company was ready to close the doors. So there were lots of red flags in the community and also there had been a huge transition in management here from the time that the Joffrey restarted here in 1995. It came in December 2001 and the Company had only been here since fall of ’95 and I was the 7th Executive Director so there’d been a lot of turnaround and the perception in the community was that the Company was completely unstable. 

There was also a false perception out in the community that Gerald Arpino who was the artistic director was the problem and the reason that there had been so much turnaround was because no one could work with him or he was too demanding which was absolutely not the case. So I think that addressing perception was essential. 

So it was the Board’s job to hire you, but they must have known that by bringing you in they themselves would have to change, since they were part of the problem?

Actually I think human nature is that people are adverse to change and whether they want to change or not it just is human nature that we are all resistant to it for whatever reason but when people find themselves in the circumstance of dire straights they are much more open to change because they realise that nothing current is working so that can actually become a huge advantage rather than a disadvantage and in the case here there were – was – a handful of board members who realised that there was a lot of dysfunction within the board and basically blamed themselves for making some of the maybe not best choices in the previous hires and at the time that I came on I had the blessing of a wonderful partnership with a recently installed chairman of the board so together we really worked basically together as if we were a married couple she working on board development and I working on staff development and we had an equal commitment and a shared vision and we were very much partners and I think that was critical.

What about the capacity to change? When you came in there weren’t many resources so how did you get things moving? 

I guess in a sense the movement on that was by convincing a certain amount of…again I think we’ll just start by saying that you chase the low hanging fruit so the biggest pieces of money that were the most easy to grab were big pieces from foundations. So rather than focus on a lot of individuals or to try and go after corporate support which might take longer to cultivate and be dependent upon where they are in any given year we really focused on foundations first. And we had the support of one of the cornerstone foundations in town who actually hosted a breakfast for us which allowed my board chair and I to present to the majority of foundations within the local community what our strategy was and it gave us an opportunity to convince them that they would – that they should make an investment in the Joffrey. So I think that was the beginning of the first major step for us and once we had some commitment from those foundations then it sort of helped launch the turnaround. And other things followed and since we were kind of doing them all at the same time but that first major show of support from the foundations really helped and then as we were able to prove ourselves in terms of fiscal management more and more people became less sceptical and gave us support. 

Did they fund only artistic work or where they happy to openly fund the administration too? 

It was totally a mix and most people I think if they really want to support you they will help you creatively find a way to fit something that you’re doing into their guidelines. Or they may just make exceptions to the guidelines altogether and there were some foundations where we really did not fit into their guidelines but they saw the importance of supporting us and did it for a period of time and then once we were considered to be healthy they cut us off because we didn’t fit their guidelines. 

What about the commitment to change? Was there a healthy commitment to change? 

I wouldn’t say a commitment to change it was a commitment to survive and a realisation that the only way to survive would be to create a new business model. 

And this new model – did it disturb institutional tradition?

I think maybe a little but not tremendously and we worked very closely with the artistic director who is very much part of the team also. There were things that were approached that maybe traditionally management had not been a part of in terms of programming and scheduling that were clearly designed to build a larger audience so ultimately I think everyone with artistic is happy to see more people experiencing the work that they are putting on the stage. 

So you established a key relationship with your Chair but also with the Artistic Director from the outset too? 

Absolutely. We always refer to it as a three-legged stool of artistic and board and staff but you know my experience has been that you don’t have an immediate rapport or an immediate trust. You have to build that but for whatever reason that came very easily in terms of developing a relationship with me and Mr. Arpino and I think that that’s been critical to success and would be for anywhere. I mean for dance companies anyway because dance companies are set up as what I call two headed monsters and on paper you have equal authority between admin and artistic with both individuals reporting to the board of directors but personally I think that because it is an artistic entity that if there is a clash and it doesn’t work it is really the executive director that should leave because the artistic director is creating the vision for the company and the executive director should be there to support that vision and if you don’t buy into that vision then you can’t very well do your job because it has to be authentic. 

I want to ask you about your key skills and experience. What do you consider the essential skills? 

Well my background was actually accounting so maybe that’s helpful because perhaps I have a better understanding of the business part than some people might but in fact I never practised accounting I’ve only ever worked in dance administration since I was really an adult for about 27-28 years and in terms of skills for doing what I do probably some people would tell you that my best skills are working with volunteers as in board members and being able to sort of read the temperature in terms of assessing the political situation or how to finesse commitment to the organisation so working with boards is probably one on my strengths. Being able to look at the bigger picture and strategize which I think is one of my best strengths and one of the things I enjoy the most being a bit more of an entrepreneur. But in reality a lot of times when you’re in a turnaround situation that’s a luxury that you don’t have. I mean your doing a lot of putting out fires so you don’t always get to deal with the important things because you’re having to deal with urgent things and striking that balance is hard. I think one thing that makes someone really successful is building a great team around them and finding people who do things much better than you do to do different parts of what’s required in any organisation and I am blessed with that here. It’s taken a long time to get to that point but I’m actually right now working with the best staff I’ve ever had to work with. And it kind of feeds itself because as you get a stronger organisation you can attract a stronger skill set of people so it kind of feeds upon itself. But I’m sure there are lots of strengths that I don’t have that I would be better at if I did have but we don’t all have strengths. I can you the things that I’m really bad at as well, if you really want to hear that!

My mentor taught me that it is the unique role of director to manage both the internal and external environment and that the skill lies in getting that balance right, which shifts over time.

I would totally agree and it’s really really challenging and the thing is its never consistent because you are going to go through different periods were the needs are really really different. And my preference in terms of internal/external has not been consistent. I mean when I first came here the majority of my time was external because we needed to build support outside of the organisation. And at one point I think I was spending far too much time on the external and not giving enough attention to the staff that I had so then I sort of got redirected and was doing a lot more things internally. And then as our board grew and we also developed a whole other board….we have a board here of about 78 people and out of that an executive board of about 14 but we also created a separate women’s board to do our special events which is about 158 people so it is impossible for me to know all of those people much less have a relationship with them so at any rate you kind of pick and choose who you can and can’t make time for. Michael Kaiser is the best at this of anybody I have ever met. He can enter a room and immediately assess who the major donors are and whose going to be the best return on investment for the time that he’s going to spend with them. In the case here the structure... definitely executive board members because I have more access to them. They are meeting 10 times a year whereas the full board is only meeting four times a year but making sure that I have a one to one with every board member at least annually if not biannually. It is cyclical. There are some weeks that we have a special initiative going on where I need to get feedback from board members or I’m trying to lobby board members for a specific initiative then I might be seeing two or three board members a day for a period of time to call of them to get information exchanged. It just cycles and it is not consistent. It is going to change with the needs of the organisation. I mean we are in capital campaign right now and that’s requiring more external time because we are trying to raise a significant additional amount of money.

This must be where competition comes in, both in terms of others arts organisations in the city and nationally.

Somewhat but you know when we are competing for discretionary dollars its not so much arts organisations we’re competing with I think we’re competing with a lot of social agencies and things like that especially in the capital and an endowment campaign and then in terms of attendance or selling tickets I don’t think its discretionary income that we’re competing with as much as discretionary time. So I would think that we compete more with people being on line and home on their computers than we do with another dance company in town quite frankly. 

The importance of education comes into play particularly when you are competing with social agents. 

It does and that is probably the most easily funded thing here. We don’t do anything in our education department that’s not fully funded. 

I’ve noticed that other organisations that have turned around subsequently place a huge importance of education. Do you think this is just coincidence? 

It may be. I think again it varies from place to place. In some organisations the performance end is not as important as the process of getting to performance. There are other organisations where they exist solely to deliver a top quality performance on stage and it is not their mission to train people to get to that level or to do any kind of socially relevant or community engagement programmes so I think it really depends on the institution. In a lot of ballet companies you will have a school that will reach out to the community but its primary focus is really serving as a feeder to create dancers of a certain style to feed the company. In our case here our education and outreach programme is really a stand alone thing because we feel that’s important for the community so those programmes are really not about developing dancers for the company they’re more about exposing people to the art form and through those programmes creating self esteem, self awareness and discipline: all the attributes that come from studying an arts based programme. 

We are working on a budget for next year. It has been really really painful. We have got it down to about a $450k deficit which is substantial but our goal is to get down to $0.5m so to be a little bit under is not a bad thing.

 Why is it ballet companies in particular that have faced such administrative challenges? 

Dance here in the US has had a very challenging time since the 1970s. I mean we talk a lot about the ballet boom of the 1970s when ballet was very very popular suddenly here. It was partially popularised by Hollywood and being in movies whether it was Saturday Night Fever and people going to disco dance or the Turning Point with the Love Story with Baryshnikov or White Nights or any of those pieces dance was really at a high in terms of visibility and popularity and it was the only time we had someone like Elsie Kurtwood on the cover of Time magazine and at that point in the 70s ballet became sort of the fad for what women were doing for exercise. It preceded – it followed the tennis fad which went from tennis to women studying – taking ballet class as adults and then that was followed by Jane Fonda workouts and the whole aerobic phase. So at that time in the 70s we had substantial funding available from the National Endowment for the Arts [NEA] for a national dance on tour programme. So a lot of presenters nationally were presenting dance companies. They could get subsidy from NEA which helped offset the fees, they were selling lots of tickets because it was popular and for a lot of dance companies a substantial amount of their own revenue came from touring. That all started to dry up in the 80s and there is no national dance on tour programme anymore. The NEA really cut back the amount of funding for dance. Audiences had been in decline for coming to see dance performances. So probably a lot of dance companies have needed to re-evaluate whether they should exist and how they can exist in a whole different kind of climate. Particularly for smaller companies that are in the regions across the states. But even if you look at major companies like American Ballet Theatre which was founded originally to be a touring company can’t – you know twenty years ago would do sit downs of multi weeks in any major city, you know six weeks in San Francisco, several weeks in Los Angeles, several weeks in Chicago and now it is doing a week in Chicago maybe not even going to San Francisco so it is a very different model and we’re facing the same thing here at the Joffrey. I mean the Joffrey started over fifty years ago with six dancers jumping into a station wagon pulling a u-haul trainer going into all of these small communities and then over time becoming this world class touring company that was also really in its peak in the 70s but now we’re looking at a different model. We’re no longer based in New York which is a huge change dynamic because the audience for dance there is very different and much more of a – more dance responsive than in our communities so we’re looking into less touring and creating more performances within our own communities and I think for a lot of dance companies they really had to widen their support in their home base because they could no longer depend on the revenue of support from external. So that could be one reason. And I think now symphony orchestras are facing a very similar thing and what I’m hearing from people like IMG who do booking for performing arts groups worldwide is that classical music is now hitting the slump that dance had several years ago and again fewer people are going to see live theatre and I suspect largely because people are more consumed with being on the internet at home activities and that is my guess. It’s again the discretionary time. And I think work demands have changed people’s lives too. People in this country are working longer hours. There are a huge amount of households that are both husbands and wives working. And so it limits time, it really does. There have been some interesting studies about at what point people start to have children and then during that period when they are raising their kids and doing soccer practice and ballet lessons and everything else that young kids do, they are completely removed from the cultural experience and then once they become empty nesters again they are back in to that cultural experience, whether it’s attending museums or plays or seeing the ballet so I just think that it’s a really different world that we’re living in and unfortunately audiences have been on the wane so companies have take a much more pro-active approach in building their audience or creating events rather than just offering performances and operating as lean as possible. But it is more challenging because smaller non-profits do not have the tools like a university for instance to do its research, and cultivate major donors or have access to a base of successful alumni’s that are going to put money back in. It doesn’t work that way so it’s more challenging - not that it can’t be done but it’s just more challenging. And I don’t think it is anyone’s fault it just is what it is. 

Appendix 2: Interview with Alistair Spalding, Chief Executive and Artistic Director, Sadler’s Wells, London 30.5.07

I’m looking at the processes involved in a successful turnaround. There are several common components, such as a strong focus on marketing and programming, rebuilding relationships with funders and creating new relationships, ensuring that the right staff are in place at the top, making changes to the Board etc. What were the key things for you here?  

I think I need to start with a bit of history because that has a significant impact on the turnaround at the time because it provided the need for the turnaround. So very briefly what happened was – when the rebuild happened and it opened it was a big success and there was money to rebuild it and in the short term there was money to make the programme viable in the short term but that ran out fairly quickly because it was attached to the Lottery and there were special grants for programming at the beginning. When I arrived into the new building it was hitting a little bit of a crisis because there wasn’t enough money to make anything work so there had to be this sort of mix of commercial opportunities and continuing to make some sort of high profile programme happen and I had to come in and hit the ground running and make that happen basically. So if you imagine a graph it would go up after reopening but then slide down and then in between 2000 when I arrived and 2003 when Jean-Luc Chopin came there was a gradual line upwards again on the graph. So things were really moving in the right direction and we just bought Michael Bourne back – I did rather – I was Director of Programmes not a Chief Executive - but it was just kind of moving in the right direction and then Jean-Luc came and as you probably read had a particular kind of approach which wasn’t particularly – what shall we say – grounded in much reality in that he wanted to do big high profile things quickly and at the same time sacked four senior members of the management team. So you probably recognise those two things don’t go together particularly when one of them is the marketing director. So then the graph went down again, big time and we were basically in a position where audiences were dropping and we were losing about £50,000 a month against budget. So Jean-Luc moved on in the February ’04 and that’s when Chrissy and I came in as the interim management team so that’s the point from which you would say the turnaround happened. So it was a sort of interrupted turnaround if you like, a little bit. I mean that’s a better picture of it than to say we came in and completely turned it around. It was sort of going in the right direction. I lot of it was to do with me, I have to say because I was the continuity in that – not to blow my own trumpet – because I was trying to make that connection which was the only real reason for our success – is that balance between commercial and the art. 

So from that point on Chrissy and I – that’s also when there was an issue with the board, a huge crisis with the Board because just before Jean-Luc left there was a new Chair bought in because the old Chair had felt like he had done his job, Ian Hay Davidson and built the building and needed to move on – after having appointed Jean-Luc. 

New Chair came in, Denise Kingsmill and she basically wanted to change the board completely and sort of set about doing that but instead of that happening the board sacked her, in shorthand. And that all happened directly after Jean-Luc had moved on. So she sacked Jean-Luc then the Board sacked her. So Chrissy and I were left with an absolutely – the Deputy Chair took over as Chair – dysfunctional board because it wasn’t like it was a unified board that had a purpose. It was dysfunctional and Chrissy and I, we had this financial problem we had no Chair a Deputy Chair who wasn’t much good and financial crisis. 

Those were difficult, dark months and it’s really…I think one of the key things that happened there was that we got on. We had this absolute straight kind of relationship. It was absolutely one of the key factors is that we were a sealed unit and we couldn’t be divided and we were absolutely of a mind and we just basically put in place a number of strategies to try and turn things round again including a search for a new chair, repositioning the programme, repositioning the marketing [which] is absolutely key in this as well and we – in a fairly short time, in about 6 months, we stopped the leakage basically and Chrissy really put the lid on any kind of spending and I went more commercial in the programming on a short term basis. Short term basis because the other thing I did was to announce a new kind of vision in the March following the October that I was appointed as the Chief Executive but in the short term I was putting in some fairly straight forward commercial programming just to get things back on track – the best example of that was Sleeping Beauty on Ice which was absolutely rental which was just going to you know…so stuff like that happened and so then once we kind of got things a little bit back onto an even footing were we weren’t losing money we were back on the budget. By then I thought one of the things to do was if we were really going to keep this going and in a new direction I announced the commissioning and producing policy and invited the artistic associates. There were six at the time. That then turned round the building artistically and the perception of the building because that was the headline that I was now going to lead a new initiative to create new work here and luckily one of the first new things that we did – three out of the four - was superb and we’re still benefiting from them. The Sylvie/Russell evening called Push and Zero Degrees, which was Akram Khan and Sidi Larbi were two of the great things that we did and then Sacred Monsters came along. Push and Zero Degrees are still touring round the world. Push has been back here three times and its now talking to the Coliseum and there have been a few very successful projects which have lifted our profile in the media and have really been the things that have been big both commercial and artistic successes. So those are the things which have also made us money oddly enough. 

Why were you losing money – because of the new theatre and increase in running costs?

No because by that time we knew how much the theatre was costing so that bit of the budget was fairly known. It was expensive and their needed to be about £800,000 from the programme as profit and about £300,000 or £400,000 from the Peacock in order to, just to keep the place going so it wasn’t like there was a budget for the artistic programme, there still isn’t. It is still – both houses make a profit at the end of the year artistically, for the artistic programme. So, it was the fact that the marketing went down hill absolutely. 70% of our income comes from box office so you can imagine that anything that is 70% of your income, if it goes – if it slightly dips if was a subsidy or whatever it was, if it was fundraising, that dips and you’re in trouble and so when the marketing went down hill because there was no coherence or emphasis on it, then that was really the problem. It was really box office that was the key thing. 

And presumably when you were looking for a new chair you were able to select someone that you knew you could get on with? 

Yes, totally. We chose him. That’s the Executive and that’s absolutely the case. We found someone that we could work with. It wasn’t the other way around. We obviously got the board on side with it. There was a headhunting process but that didn’t work, as most head hunters don’t. You can quote me on that. The fact is that Chrissy and I, Chrissy actually got the contact because it was someone who was…because David was also in line for the Design Museum Chairmanship with Alice Rawsthorn so when they elected someone else we thought of David Bell because he is Islington based so we had a few of our board meet him and they said yes of course because they needed a leader and he was absolutely right up our street, we knew that. So that’s continued the turnaround because that is the ultimate thing, the last thing in the jigsaw that you needed because then David has since then been rebuilding the Board according to his plan really and that has also been working very well. 

So is the membership of the Board quite new? 

Not all of it. Some of them are from previous times but they tend now to be the good ones. The people who always have been positive and contributed either financially or seriously in terms of time. 

When you created your strategy for increasing box office etc. What were your specific time frames? Was it about moving from rescue to growth to sustainable success? 

When I applied for the job I said that I would do the things I said I would do in five years and in fact we’d done most of them in two and a half. But there was that five year plan but I saw my time that I would finish my first term or leave or whatever is I would have achieved the commissioning policy  and it would be a success and we would  have a certain amount of ticket sales and collaborations with other art forms and in fact we did that in two and half years more or less and now we’ve just had an away day  were we said well okay now that we’ve reached the five year point early what’s the next set of…now we’ve got another five year plan. 

And is it about continued growth? 

It is about continued growth because any organisation as far as I know stands still declines. So we need to move forward and to take what is now a successful formula to other contexts.

I’m interested in the perception of change by others such as the staff and the board. Was it a case of coming up with the strategy and then having to sell it? Was the strategy met with any reluctance?

I didn’t find any. Everyone was so desperate for leadership. And leadership that could understand and make sense and was communicating and that wasn’t a paranoiac dictatorship so it was all pretty easy for me, both up and down. I just gave a very clear picture and I delivered on it. People could see it happening both internally and externally. I think one of the things I would say is that you need not to be too boastful about what might happen. The best thing is to make some announcements about the plan, say we have five associates that will be the focus of our commissioning policy, that’s it. And then at the end of last year I did a number of interviews in the press where I talked about what had been achieved and then said a little bit about what was future but I wasn’t saying this is all going to happen I was saying this has happened, this is where we are now and that was a very powerful message. It felt a very easy thing to do. It just felt the right thing artistically, all the companies were very happy, the staff  were overjoyed not to be in that dictatorship any more and they could see box office improving. The Board, in the end, look at that balance sheet and they see now that we have nearly 2 million in reserve and they all just go, okay what do you want to do next? I think the most difficult time was when we weren’t showing that balance sheet and we didn’t have a strong board to take us out so we had to just keep going without much help or guidance. We just had to follow our initiative as an executive really. 

What about the perception externally? Was Sadler’s Wells tagged as part of the Royal Opera House saga in lottery terms?

Yes. I think there is still a hang over from the lottery. Particularly with the funders. The funders even now feel – even though it is nearly ten years ago, feel slightly hard done by there because they were forced into a position where they had to keep ploughing more money in. So there’s a little bit of that still. I don’t think that happens in the press anymore, they don’t talk about the lottery anymore at Sadler’s Wells. They tend to talk about Jean-Luc. There is always that with the press. But that’s not an issue. The funders still have an issue about that. But there is always a lag between the perception of reality and there has been a lot of positive press out there and that’s sort of – I feel as though that is becoming the reality now, that that is how people are perceiving it, rather than the basket case or the lottery problem. It now seems like an organisation that’s turning around and is producing good things. 

And since so much of your income comes from the box office, perhaps you have a certain degree of independence in terms of political influencing, compared to a local authority led organisation?

It is true to say that we are fairly independent of any political manoeuvring. We have a couple of councillors on our Foundation but what can they say? Islington give us £21,000 a year. So they can say 0.0001% of an opinion and the arts council can say 13% of an opinion. That’s the way I see it. I think it’s very powerful but not an easy position to be in. This is something that I discuss a lot with our marketing director. We also are free of our audience because although they are 70% they are not a stuck audience, they are not on a subscription, they are not people that want a particular thing. They are not like an opera house audience. We feed them, we offer a certain thing and people come but we can change it and we are not going to have a constituency out there that complain. I mean there are still certain people from the old Sadler’s Wells that will but that’s a real minority and that’s the other freedom. So we can sort of just do whatever we want. It is like a commercially viable organisation in that sense, as long as the money is coming in. 

Your Board meet ten times a year. Do you think they might like to loosen up a bit now that you’ve shown what you can do? 

I’ve a board meeting tonight and every time I open I say well, not much has happened since the last board meeting and they laugh. And I keep saying it because I don’t think we should be meeting so often but they like meeting now, they like it. It’s not because they are nervous but they just like meeting. It is not a real problem it’s just that you have to administrate, you have to feed the board. I’d like it to be every six weeks but I haven’t won that one yet. Anyway it is not as if it is a big problem. It shows that they are interested and it is a very positive board right now. 

And you have a separate fundraising arm. 

The Development Council, yes.  That’s not quite so…it hasn’t found its place yet, a little bit. And then we have another foundation, we have another board, the foundation. It’s larger and its basic function is to look after the building infrastructure, to make sure the building is looked after. And the trust board looks after the day-to-day running. The Trust pays the foundation £0.25 million  a year and that goes into a reserve for the building to keep the maintenance of the building so they look after that. So if we need something major done of the building we go to the foundation and say please can we spend this much money on it basically. 

I want to ask about your key skills and whether you think there are key skills that are specifically needed to engineer a successful turnaround, in your opinion? 

I think I was at the right time in the right place. In a way I cornered the market in this particular – there isn’t anyone else like me in that sort of way that can marry those two things, I mean there aren’t many. I’m trying to develop some here in terms of the team. That is a pretty peculiar situation I’d just been honing the right skills in my career and then at that moment they were really called upon. But I think the thing that is most generically true is that I just had an absolute clear message to give people and I kept repeating it and it was a mantra and that’s what people like to hear. They like to hear a very, very straightforward view of where the organisation is going. And I think that’s probably the thing that’s most to do with…I have a kind of management style which is not necessary the usual one which people management by walking around I don’t go down to the box office every day and go ‘hi everyone, how are you doing?’ I don’t do that but what I do, they know that I am doing my job well, they know that. Because I am dedicated to it and I work hard. Do you see what I mean? So it’s more about – I set a standard. And I think that’s very important as well, that you show that you do things in a certain way and if you are not happy it is because it is not matching up to your own standards so it is more like that I suppose. Which again is only one model of management but in the arts environment it is a pretty good one. 

The clear message – are you referring to the artistic risk? 

Yes. But also the love of the building, the love of what we do, the fact that we are accessible and that’s a really important part – it is more of a kind of philosophy of Sadler’s Wells and that everyone should be welcoming at every level of our public face there should be a welcoming, inclusive approach. And that applies to the person at the stage door who you first met or when we are dealing with companies that are coming in or whatever or when we send off the last financial statement. So the whole process needs to be – I did make that speech when I was appointed because at the time that wasn’t happening. Particularly in the financial department because they were really horrible and they’d been led to have this terrible attitude where they wouldn’t pay people – it was led by a lack of money – but it had got to a stage where it was just dysfunctional so I really wanted to get that going. And I think because we made some key personnel changes now as well everyone coming in here has that attitude. 

I’ve noticed that where you find an organisation that has gone through a turnaround, you also find a renewed and enhanced commitment to education. Do you think this is just coincidence?

I was a teacher before I got into any of this and I think I’ve always had the desire to – it is broadly about education but its about understanding, it is about being inclusive about who comes here and who we deal with. So that’s always been there, the social equality thing, a little bit. And the other side as I’ve got into dance sort of a mission to educate about that because I’ve always been against the normal attitude to dance which is that it is not really something anyone is going to see, particularly men. To try and get over, to make it a little bit more sexy and fashionable to go to. So they are both educative in a way. So we do have an education department and they do their thing which if fine, but I see it more as a thing that goes through every single thing that we do including the programming so we can broadly give people a route in and it is interesting that Time Out were perceiving Sadler’s Wells as being, as the gateway for first time experience of dance and usually people think about it the other way around they go to small places. It is really true what they are saying, we have this wide – like with Matthew Bourne or the Brazilian show or the Cuban show at the Peacock – with the programme we have this wide audience and people may come here for the first time at that level and then go down into the more esoteric stuff eventually, that way. 

And that is what sets you apart from your competitors. 

Yes, it really does, absolutely. Everyone says it is such a diverse programme. They sometimes mean it slightly…I don’t care. It is more about having a strong place for the art form to strive in and if we are going to use the commercial, a bit like the Tate in a way because the Tate uses commercial value of art as a driver in a way to make it …but it feeds the other end of it which is people struggling away to make a living without that so I think it is quite a good model. 

Appendix 3: Interview with Fiach MacConghail, Director of the Abbey Theatre, Dublin 19.07.07

You previously said [3.10.06] that taking an organisation through a major change is like turning an oil tanker: it could jack knife, so you have to turn slowly for the sake of all the stakeholders. And that it is about constant internal and external negotiations and about arguing in political terms. 

I think that the Abbey, more than any of my other case studies, has been at the heart of a turbulent external environment, particularly in terms of political and economic changes. The artistic remit of the theatre is to respond to what is going on in the outside world. At the same time organisation is being stabilised. Does this ever cause conflict and is your environment a constraint? 

No it isn’t actually and in fairness…I suppose one of the radical decisions that was taken by the Government and the Arts Council in November 2005 was that they decided to keep the Abbey alive and to continue it I suppose as a kind of national cultural statement even though the Abbey was proven to be mismanaged and lost a lot of money but it never entered in discussion about the artistic remit or the artistic policy of the organisation. I suppose what that really says to us I suppose is that it is a tradition – a western tradition but it is a large tradition of the arms length principle whereby funding by the state allows you to be free from the state paradoxically. Of course it is as much my responsibility that you don’t fall into the trap of being too sickly loyal or too obedient to your paymasters but we don’t because we acknowledge that the tax payers pay this money supporting the arts so that the arts can not only flourish but actually can have an independence, a critical independence. So I never certainly as director of the organisation I would never dream of either self censoring myself or declining work because it might embarrass the government or embarrass officials.

The recent Value of the Arts paper published be the Irish Arts Council [Burns, 2007] describes you as ‘challenging the old ways and introducing reform’ and suggests that this has been really healthy outlook which needs to be adopted more widely. Have you seen your role as that of disturbing tradition? 

Absolutely. One of the things about the Abbey Theatre it was founded to lend creative expression to artists so for them to somehow mediate or communicate with citizens about what is happening in the world today. Over the hundred years that objective has become a tradition which somehow has sometimes been museumified or atrophied and anyone who runs a national theatre particularly the Abbey Theatre, you are I suppose conflicting with what I would call the tyranny of tradition and I have to be very clear and very careful that I’m not going to mount that and the paradox is by not bowing to it of course your fulfilling your original remit because really it is not about necessarily looking into the past for the sake of looking into the past but it is always looking into the future by considering the present and considering the past. So in my view tradition is only one part, only one of the drivers of an artistic programme and I would have a very healthy caustic disrespect for tradition. 

Is it difficult in terms of the power connected to tradition and with the groups that have it? 

Yeah, well I would have found it hard in the beginning and we are only 50% through the programme of change and restructuring at the moment so tradition can sometimes be seen as institutionalisation so what has been in the past or up to now is deemed good because it has been done all the time as opposed to that being questioned, so we question everything. We question how shows are done, how productions are produced, how we deal with audiences and obviously I think we need to get the balance right because we are a creative organisation but for me that criticism is becoming less and less because we have an active engagement with audiences, our audiences are coming to see shows and not only are we doing Irish work, we are doing British work, we’re doing Shakespeare we’re doing big, big works that a National Theatre should do and there would have been maybe at the beginning a bit of I suppose suspicions of what I’m doing but I think audiences and artists – the two as – its encouraging the response we are getting at the moment so I do have to have to have a healthy respect for tradition because if I don’t then I become cautious. 

You mentioned last time that you are business planning over a nine year period, with three, three year business plans. In the UK, Treasury advocates this sort of long term planning yet it often isn’t adopted. 

Ultimately the driver for that is that we are on a three-year funding cycle. The arts Council in its wisdom, having gone through the catharsis on 2005 and the meltdown and all that and in trying to plan and programme ourselves out of the disaster we were in everybody immediately said it has got to be about three year funding it has got to be about a multi annual funding cycle whatever that cycle is whether its guaranteed money for years or an incremental increase or whatever that gives you a couple of things. It gives you permission to programme plan better, plan further and be strategic and so that therefore you are not just being myopic because there is no way you can look at a strategy within a year 12 months particularly in an organisation like this which is at the moment doing 11 productions a year and we want to increase that to 14 productions a year so we are being strategic, we are giving ourselves an opportunity to think beyond literally a 12 month period and we are the only arts organisation in Ireland who are doing that because we have the funding. I mean I know there are other organisations that want to do it and the capacity to be strategic but ultimately and this is where the cathartics did work is that the Arts Council and the Government and the Abbey agreed that three year funding for the Abbey is the way forward so that we can actually manage and turn that ship and tanker around but knowing you can continue to turn it. So yes we are half way through a three year plan the board have just passed what I would call the headlines of the second three year plan and now we are starting to…what we are doing differently...what we didn’t do with the first one is now we are going to sell that to our own staff so that they get a sense of ownership of the second and that will eventually lead to a business plan in February next year so we will be a full year ahead of ourselves again. 

And you will use it both internally and externally? 

Yes we will, we use it as a kind of reintroduction of the Abbey’s themes and objectives and as a communication strategy in terms of what we are about. 

Why did the collapse in 2005 happen?

It was a combination of things. Broadly speaking it was internal management structures within the organisation in terms of the financial management, short term planning, under funding and then on the Arts Council side it was lack of understanding of how the Abbey Theatre should manage itself so it was a two way thing. Certainly under-funding became quite endemic in the organisation or system: there was a poverty of ideas and a poverty of planning. And so there was a lot of fire fighting but at the same time a lot of instructional or corporate governance and contemporary business management and I don’t mean that as an opposite to artistic programming but certainly the business wasn’t run well either but it was also under funded, severely under funded so that led to the cracks appearing. 

What % is the Arts Council grant in terms of overall annual income? 

What we’ve agreed with the Arts Council over 3 years is a series of targets – box office targets, external funding targets or other streams so what we get this year is 8 million (Euro) and I will tell you the rest off the record. What we’ve promised the Arts Council and promised ourselves is that the end of this three years i.e. the end of 2008 everything on our part will be well resourced, structured, we’ll know our business and we’ll know what the growth areas are and obviously the big growth area for me is fundraising development we haven’t even asked both businesses and personal giving yet because what we have to do is install a whole new box office system that allows us to start tracking our customers, allows us to start looking at individual giving and donations so we plan to ram that up pretty high from the middle of 2008 onwards. 

When did you arrive – what date was that? 

I was appointed Director designate on the 1 March 2005 and I was here a couple of days a week but my full time position started 1 May 2005. 

Did they bring you in specifically as a turnaround agent? 

No. The job was advertised. It was the first time they advertised for a Director rather than an Artistic Director and the first time they sought not only artists to apply but people who were not directors and I was short listed and interviewed and got the job. And as I had the job and as I was appointed the Abbey began to unravel so it was bad timing on my part. So really by 1 July I became Director. I should have had 6 months I should have been Director Designate until the end of December but they fast tracked my appointment and began the restructuring and I became CEO literally overnight, within 6 weeks of taking the job. 

Can you tell me a bit about your background?

I’ve never trained in this business, I was never trained, I mean my background is I did politics and economics and sociology at Trinity College and it fed into the theatre business and learnt by osmosis the idea of producing. I was never an artist I produced and I had a minister of skills and I’d worked with quite a lot of producers in Ireland. Immediately preceding my appointment at the Abbey Theatre I was a part time arts advisor to our minister of culture so I’ve deep knowledge of what I call the public sector in terms of how it runs, I’ve deep knowledge in terms of policy and the politics of the arts world and how both of them combine so maybe I was the right man in the right job when the crisis did occur. And also I suppose I was at a certain age where I was aware I suppose of leadership qualities in terms of how I might manage an organisation I think if I was younger or older I think I wouldn’t have the same skill sets or focus so I knew that…and also we’ve had external support in the crisis and we had a change management team in place an external consultant so basically I was able to use that on my own skill of not taking this personally and trying to drive that change which is not yet complete. 

The Chairman of another of my case studies, Steve Gibson of Middlesbrough Football Club, talked about the need for courage and determination during a turnaround because you can come under personal attack.

Absolutely. You’ve got to be quite determined. Two things I did I became quite resolute in what I wanted to programme and obviously it is about personal choice so I’ve done a lot of British work, a lot of American work and one of the problems we have at the moment is we don’t have enough Irish plays ready so we’ve regressively commissioned but I’ve done a lot of diverse work and trying to get audiences and artists to trust our programming so they come and work with us and let audiences see the work but then the biggest significant shift was reorganise the company and there was a big gap between senior management and middle management so I’m trying to plug that gap and I suppose empower managers and empower staff so that they become responsible for their actions and responsible for pursuing the goals of artistic excellence, customer support and I suppose my advantage is that I understand customer support as well as I understand the creative process and if a punter is not happy – a punter is absolutely entitled not to like your show but if they have an unhappy experience coming to the theatre then I think that’s detrimental. So not only do we have to present good work but we have to give them a good qualitative time here and so I’m aware of all our responsibilities when it comes to that so you have to be both ruthless and single minded as well and I think that’s something that I do. 

What about the role of education. Where do you see that?

That is less worked out in my head. I looked at our education policy in the beginning and education and outreach role and there’s a couple of things we have to talk about already. What I inherited in education and outreach department which is very successful was that it was about promoting theatre and I was more interested about how you promoted the Abbey Theatre and that connection had to be closer. It had to be about an active engagement, the Abbey being more porous, more permeable in terms of its local community but also developing audiences. That might not necessarily be the fashion but I felt that as a strategy because we are a national theatre we have obviously quite a lot of statutory obligations but at the same time we have to have a more deeper, deeper understanding of our audiences and how we might attract them and retain them bringing them back and challenging them with different work and create different work. The other area that in terms of education but in a much more deeper way is training. That the Abbey I’ve realised in a small community in Ireland of about 4-5 million the Abbey has to take its role seriously as being…the overall objective of this is developing the theatre arts in Ireland. So training, sustaining careers, allowing much more movement between the independent theatre sector into the Abbey and out again so that we look at designers or actors or directors and say look, come into the Abbey and do a show that you would never dream of doing with your own Company, learn more, learn and yet sustain your career so you get paid when your doing it and then go back to your companies and do your own work. So it’s become more and more I believe a growing mutual dependency between the independent theatre sector and the Abbey. Before the Abbey used to be separate and that was this and…I think there has to be a lot more communication going on between both sides and for me that developing the theatre arts is a key objective. 

Moving on to the Board – there have been lots of changes there over the past couple of years.

Yes. The legal entity of the company has changed entirely. A new company was set up on 1 February 2006 with a whole new board structured and appointed in a completely transparent way. Three members of the board are appointed by the Minister including the Chairman, the other 8 members are appointed by a selection committee subject to a matrix of skill sets that are required on the board, from arts, business, education, trade union and finance, gender and then one other board member is elected by the staff. So there is only one board member on the current board that was on the last board so the old company stopped and was dissolved and a new company was founded with a whole set of new articles and memos although it kept its original artistic remit its structure is different. It is a very business-like board, very good board. We meet every two months. I prepare a detailed Director’s report which they get 10 days in advance which accounts for all the activities of the Company so they get that well in advance so therefore information is flowed to them and allows them to question that rather than discussion going on and we are complying I think with what I would call the best practice code of governance so it’s a very – I mean I respect the board, some people might find boards a hindrance but you have to be mature about it. I have a good relationship with my Chair. So in terms of corporate governance, in terms of what would be seen as best practice, I think that that’s working out.

Perhaps it is good in some ways that you could start from scratch. 

That’s right and it was driven by the Department and the Arts Council and it was clear that…it took a long time for the old board to agree to dissolve but I think it was the best way. 

When we went to see the Irish Arts Council [in 2006] they said that most stabilisation issues can almost always be traced back to an issue connected with governance and that it is the one big thing that’s always unspeakable and that it is all about influence and power.

Absolutely. It is about that. It’s also about…we have a very strong board, different backgrounds who demand a lot of information, that puts it up to me to give that information, I have to be mature enough to say look these are my employers they need the information yet at the same time I’m also the CEO and Director so they can’t cross that line on operational issues so that’s worked out. So I think a key thing about a Director or CEO is not to feel defensive when some questions are being asked so it’s a clear, tough kind of relationship but I think it is important. And you are absolutely right, there are governance issues even at senior management level and what is unique about the organisation now is that I have a senior management team I have a cabinet, a collegiate cabinet four plus myself five people that are actually the cockpit of the organisation and I’ve broken down the running of the theatre to essentially four business units and heavily invested in areas of communication, training, personal development so that we begin to aspire to be better in ourselves so that has worked quite well as well in terms of responsibility and delegation. 

Many of these organisations would have collapsed if they were commercial businesses because the marketplace wouldn’t sustain them. I’m interested in the overall commitment to value for money for the taxpayer. In Ireland the Arts Council makes the link to the tax payer explicit. Regardless of whether a Director leads a for profit or non-profit organisation, his or her primary role is to create value. 

I’m old fashioned enough to know that we have responsibility to the taxpayer. It doesn’t mean you have to be slavish to the ideology though of whoever is collecting that tax i.e. the Government. It also should mean that we shouldn’t be risky or innovative. Being supported by the state should allow you to be more innovative, more risk taking, more experimental in the same way that an entrepreneur is. One has to value risk as well. But there is a big difference between valuing risk and mis-management or not assessing how big your risk is and that is not contradictory. There are times when some companies should fold in the arts world and the Abbey in a sense did fold we had to reinvent ourselves we are a last chance saloon if this happens again under a different government would the government just wipe us out entirely but there are a lot of smaller organisations perhaps that there is some kind of feeling that by the time you set up a company, you build it up, that they should continue on forever and ever and ever so there should be some courage at Arts Council level and self awareness that at local level some arts organisations should discontinue. 

Do you think of the Abbey as having a role as an ‘arbiter of taste’? 

It is very clear that the Arts Council – the kind of pact or the contract that we have with the Arts Council – we have to present innovative diverse Irish theatre which also includes new work, new Irish writing so the Arts Council expectation is that we do eleven, twelve, thirteen shows a year that show innovation, show diversity, show creativity – encourage creativity and present new Irish writing and to do all that and to break even so there is an assumption – it is a business – there’s an assumption that there is also a risk in that business so that risk factor has to be built in to both the funding proposal and the way we do our business and ultimately we have to be as respectful to the artists as we are to the audience. Sometimes they are seen as contradictory and what I mean by that is that not every show we do has to sell out, every show has to find its audience which is different so therefore our relationship with our audiences has to be about okay if I’m doing a particular play where only 200 people are going to see it I have to find those 200 people and that should be my barometer of success not 600 a night because first of all you’re miss-selling a show but if I’m doing a particular play for a particular reason it has to find its particular audience. We know from market research that there is no such thing necessarily at the Abbey as an Abbey audience. They will come once or twice a year. So whatever play you put on, no matter how radical it is or how safe it is, it is a contract you set up with your artist and your audience and you have to find that audience at the appropriate level that you think that audience is about – 50 people or 600 people. 

Last time you talked about how the Arts Council didn’t ask the right questions – what were those questions? 

During the crisis there wasn’t enough of an understanding from the Arts Council or a view of how the Abbey Theatre worked as a theatre and therefore it didn’t have the capacity or expertise to detect at an earlier stage and didn’t have the information at an earlier stage for the alarm bells to ring. They didn’t understand the business at all. The relationship between the Abbey and Arts Council at the time was quite conflicting, aggressive between both sides and neither wanted to understand the other side and the Arts Council should have asked questions about why does it take four months for multiple management reports to be delivered, why isn’t everything computerised and corporate government questions that the Arts Council as a major stakeholder didn’t ask because they didn’t understand the business. Now we meet quite regularly, every two months, give a report – an artistic and a financial report – and we talk through all the detail and the forecasting as well. And that just has taken time and there is now an understanding between us. 

A key role of the Director is to manage the balance between the internal and external environment, and to exert power and influence in both. Often the skill comes in getting the balance right. 

Absolutely. I’m in the unique position where for the first time in 40-50 years where the Director of the organisation is not only the CEO but also the Artistic Director. There is only one person that reports to the Board, that’s me. Externally I see a huge role in always communicating the message to the stakeholders, be they the bank, the Arts Council, the Government. Internally the way I’ve done it is by empowering departments, head of departments, senior managers to take responsibility, for them to delegate so I do very little micro management but what we have done is we have an excellent communication system, regular team meetings, we have a regular senior management meeting every Tuesday morning so I’m absolutely aware of what’s happening in the whole organisation and I have to trust my colleagues and therefore the hierarchy all the way down that that communication got through. So in terms of power and authority it is done by empowering the rest of my staff here.

Appendix 4: Interview with Steve Gibson, Chair Middlesbrough Football Club 25.7.07

I’m interested to learn more about how you turned Middlesbrough Football Club around and in particularly how you were able to sack your board, which was necessary if the club was going to survive. 

At the time I’d just started this business and I think I was about 24. Before that my background was that I came from a council estate in Middlesbrough and I played football and thought I was going to have a career in football. But being a good footballer at 14 doesn’t necessarily mean you’re going to be a good footballer at 18 and I began to realise that I wasn’t going to make it at a decent level, so I started looking at other options and one of the options that was offered to me was a scholarship to a place called Ruskin College at Oxford, which was sponsored by the Labour Party and the reason for that was that the college I went to, St Mary’s College in Middlesbrough, the economics teacher was actually a Labour politician who was head of politics and economics at St Mary’s College and what happened was I ended up joining the Labour party and becoming a Labour Councillor at 21 and hated every minute of it. I was just never going to be a politician. So I ended up at ICI and while I was at ICI I had an idea and that idea was taken up a little bit by ICI but not entirely so I left, went to work for another company, left that, set up on my own but what happened was, the reason I tell you that was because during the 4 years I was a Labour Councillor I became very close to the leader of Middlesbrough Council which was a guy called John Foster, the Chief Executive and Teesside at the time was in rapid decline. 

It was the early 80s about 1983-84. During this time the ship building industry had left Teesside, the steel industry was cutting back in vast numbers, ICI which at that stage employed 35,000 people decided to relocate a lot of its industry to downsize to about 5000 people they weren’t taking on anyone. So you had a situation where male unemployment on Teesside was about 26%. It was a nightmare. 

Middlesbrough Football Club had a history of basic mediocrity. It had good footballers but never good teams and the good footballers inevitably left and it went through a period where in the 70s it had a manager called Jack Charlton, you’ve probably heard of. And Jack took the club from mid table of what was then the old second division - he got it promoted, got it into the first division - and was probably the golden period at that time in the history of Middlesbrough Football Club. 

But the Chairman was a guy called Charles Amer and he raped the Club. Absolutely raped the Club. He took vast quantities of money out and he didn’t do it in an obvious way. What he did was he had a company, a construction company, and the construction company undertook several major projects with the old Middlesbrough Football Club all which took huge amounts of money out of the club but as individual projects they failed. One was a sports centre, which cost many millions of pounds in the eighties but then didn’t work. It actually never opened because it didn’t follow building regulations, it was never put out to tender. So by then I’d started this business and this business was beginning to fly and I got a phone call from the Chief Executive of Middlesbrough Council, which a guy called John Foster as I mentioned earlier and John said to me, look Steve, I’ve got huge problems in the town, we can’t afford to lose the football club, it’s a mess. I said, John I haven’t got the time. He said, come on Steve, we need to do this. You need to go in, have a look at the club, tell me the state of the club. 

So I couldn’t believe what I found. There was, there was just a mess. There was a board at the time of about 12 people and a white knight, a guy that had come in to try and save it, a guy called Alf Duffield and Alf had gone in for about a year to try and turnaround the club but he suffered problems in his own business and he had to get out. So it reverted back to the old board and when I went into the boardroom, there was 12 of them, they were all third generation shareholders. So because their great- great- great- grandparents in 1874 had bought shares in Middlesbrough Football Club they were sat on the pile of shares they’d inherited and had some power. And they were all 50, 60, 70, 80 year old guys who had no real awareness of how serious the situation was and had done nothing to prevent the decline of the club over the previous years. 

So after I’d looked at if for about 3 or 4 weeks my view was the only way it could be saved was to kill the Club because if you saved it you were saving it for the old shareholders and there was nothing to tell me that the situation couldn’t reoccur. So having studied everything I could in a limited period I felt that I knew about 60% to 70% of the true situation and I estimated the Club’s debts to be around £2 million. Now today that doesn’t sound like an awful lot of money, but in the eighties we had inflation in the United Kingdom of over 20% so it was probably the equivalent today of about £15-16-17 million. And there was no value in the playing staff. The stadium was falling apart. The stadium was in a part of Middlesbrough that had no value and I could only see one way and that was to kill the Club and start again. 

And during that time there was no rules because traditionally football clubs never folded and when I went in to give my findings to the board of the football club their was response was, we don’t want to hear that, we don’t think you’re correct, please go. And I went away and I went back to Middlesbrough Council and I told them what I’d found and they were fully supportive. They said, look, go back in there and talk to them again. So I went back and did a presentation and the awareness of how dire the situation was, was creeping in. So they said so what can we do? I said well the first thing is I’m not going to be responsible to you lot so what I want is for you to in effect give me full executive powers to run this football club the way that I feel fit. And they said well what does that mean and I told them and they said no. I said if that’s your position I’m out of here because I am not prepared…I’ve got to be decisive, I’ve got to make decisions which are tough and I can’t do that if I’ve got to come back to you lot while you lot debate it and then say yes or no.  So eventually there was pressure put on them by Middlesbrough Council and others and they agreed to give me full executive powers. So once the document was signed I said thank you very much gentlemen, now leave. What? Go. Get out of this Club. Don’t come back. It had to be that tough. 

And what I found the more I dug was that the debt just increased and increased and increased and a lot of the debt I believed it was fabricated. So once we’d established what the debt was, it was about March and if in football you don’t fulfil your fixtures, you’re finished. There is no way back. So we had to make sure that we had sufficient funding in place to get the club to the end of the season and we did. The problem was that the club got relegated. So by the end of that season the club was relegated from the second division to the third division. And there was no money. Everything had run out. The ground was in such a bad state it looked like we were not able without sufficient investment to actually get a safety certificate for the following season so there I was the end of the season, we’re relegated, we can’t pay the players wages because we haven’t got the money, haven’t got a ground we can play in because it is falling apart and I need to kill off the club. 

And that is what I did. I got the legal people involved and we put the club into administration. The process then is that administrators come in, my role ended, they run the club, they assess the debt and their job then is to appoint the receivers and their job is to maximise as much money they can for the assets of the club in order to pay the creditors. So in effect the club was dead, again totally out of my control and the aim of the receivers wasn’t to keep Middlesbrough Football Club alive, it was to make sure that the people Middlesbrough Football Club owed money to get as much as possible from their debt. 

And what I was doing at that time was setting up – trying to set up - a consortium to take over the running of the football club to give the creditors more than they would get if the assets were sold. What were the assets? Very poor. The stadium, which was in decay. The club had a training ground that was worth something but not a lot and then basic things like fixtures and fittings. There was also value in the archives of the football club because football memorabilia has a value. So there was some value but not a great deal. And the receivers felt that they could probably achieve about 10p in the pound. If you had a pound you got 10p back. But that meant there was no football club. What I did was join forces with Middlesbrough Council and we did things like advertise in the Times for investors. ICI were a huge company on Teesside, we approached ICI, Scottish and Newcastle Breweries and eventually we had a consortium which was very powerful: Middlesbrough Council, ICI, Scottish and Newcastle Breweries and an individual in London called Henry Moszkowicz, who was a wealthy man. For him it was a bit of a toy, a plaything to be involved. What we did was, we were able to raise, there was principled positions from ICI and Scottish and Newcastle, they didn’t want the creditors, some of whom were former directors of the club, getting a pound in the pound. So what they said was we are willing to put enough money in for the creditors to get 50p in the pound, which was a far better position than they would get if they sold off the assets. And that’s what we did. We raised enough money. We estimated the debts to be about £2.8 million and we between us raised about £1.4 million. Went to the creditors, negotiated a position where we paid 50p in the pound. The old club was dead. We kept all of the players informed and told them that we would offer them new contracts and back date the wages from whence they had not been paid. 

Everything looked rosy. The problem was that football is quite a tough business and we had to deal with the football league. The football league said to us, look we aren’t happy with this situation because every other club that has got debt can get rid of its debt by killing itself and reforming just as you’ve done. That would be bad for the game. So what we’re going to do is set up a committee of three individuals to review your position to see if we can give you entry back into the football league because in effect the club that was…it’s a different club, it’s a franchise. Why should you start in the third division, why should you not start in non-division football and enter through the pyramid system, which was not an unfair argument. So we said well, our argument against that was well, we’ve got the players, we’ve got the stadium that we need to invest in, how can you make it easier for us? The problem was that the people that they appointed were chairmen of other football clubs and what happened was that if our football club failed the players that we had got freedom of contract and one of three actually made agreements with two of our players that in the event that Middlesbrough Football Club failed they would join that football club. These were players of quite substantial value but because of the rules of the football club you’re not allowed if you go into administration to call the players an asset. They actually get freedom of contract. And these rules were being made up. Eventually we were backed into a corner and they said to us you have to pay pound for the pound. So we had to pay. They also said, not only do you have to pay pound in the pound, you have to show that you have £350,000 of working capital and your stadium has to be brought up to scratch. There’s us having raised £1.4million, suddenly having to raise another £1.4million. Plus another 350 000 grand of working capital and another quarter of a million to put into the stadium. Ouch. We also had some players who took up their right to leave the club. And time was ticking. The fixture list was out and we were given a deadline, if everything wasn’t in place by a certain time our franchise, our right to take over the position of Middlesbrough Football Club would be lost and that would be it. 

As a back up we actually applied to what was then the golden league which was – I don’t know if you understand the pyramid structure of football - you have the premiership which is now called the championship, the first division, the second division you then have a feeder league called the conference and then below that you have the regional league so in principle it is possible for you to go ask 11 lads in York to start playing football and in 12 years time be in the premiership. It is called the pyramid system. So we had applied to join the pyramid scheme as high up as they’d allow us as a backup. As it turned out, we were able to convince ICI to back the difference in the cash that we had and the cash that we needed. And that is a real story, it’s an unbelievable story and I’ll tell you that at the end, off the record. 

So we were able to put together sufficient funds to satisfy the football league but we didn’t have the time to make the ground safe so we actually played our first game at Hartlepool. So the club was reformed, we lost all of our senior players and we started the season with 14 players. They were all local lads. We threw them in at the deep end and won promotion. Then the next year we won promotion again so in two years we found ourselves in the third division in what is now the premier league but we couldn’t sustain it. And that’s basically the story. A lot of pushing and shoving in all of that… 

So my strategy was to try seduce people, the investors to come in and some it was bullying tactics, you know we can’t afford this. It wasn’t just me because I had Middlesbrough Council there. Middlesbrough Council were saying to ICI you’ve made a fortune on Teesside, you owe something back to the town, this can be your legacy and ICI to be fair to them were very willing to listen and very willing to invest as were Scottish and Newcastle Breweries so the good nature of them and their willingness to help fed my confidence that we could do this. 

And that to me is what’s disappointing, that the old board didn’t see their connection and responsibility to the area

They saw the football club as their personal…it was theirs to be milked, enjoyed for them and that the fans were a customer and that the town was lucky to have them. I always say sometimes in football you see people and you think the man maketh the product or the product maketh the man and sometimes the brand, it’s like Ferguson and Manchester United – did he make Man United or did Manchester United make him? And these guys thought they made Middlesbrough Football club and they didn’t. They actually did the opposite, they put it into decline.

What is like now, looking back and thinking about all the people that made it so difficult to save the club? 

One of them is still around. The rest of them have long since perished because they are that old. It’s not a nice thought; you wouldn’t wish that on anyone. 

Eventually time passes and things move on and once the club was saved I disappeared for ten years because I had this to do [Bulkhaul business] and I came here and ICI decided they no longer wished…well, they just did not have a presence on Teesside and Scottish and Newcastle…the premier league…remember Maxwell, Robert Maxwell? He was actually buying shares in clubs and the Premier thought and rightly so that it was a conflict of interest and if Manchester United played Manchester City and you had a foot in each camp could you somehow corrupt that fixture and they felt it was not healthy to have any individual to have more than one shareholding in a club so Scottish and Newcastle had a share hold in Newcastle as well and had a decision to make that they either got out of Newcastle or got out of Middlesbrough. Well the brewery is in Newcastle and here we are in Middlesbrough so they wanted out and ICI wanted out and the individual Moszkowicz we’d long since fallen out and Middlesbrough Council ended up not having any shares in the club so they came to me. It was about 11, 12 years ago and said will you and I said yes I will, these are the terms and we parted in an amicable way.

Is the perception of Middlesbrough as a town a hindrance? 

I think the town is what it is. It is bloody awful. The centre of the town is…Middlesbrough is an industrial town built on steel, mining, chemicals and because the town grew so quickly in the late Victorian times and early part of the last century it sucked in labours and it sucked in very poor social housing and very poor social conditions. Even my father used to tell me about his father that because the water of Teesside was so bad, then men who worked on steel, in steel areas where the temperatures were quite often over 30 degrees, over 100 degrees getting to 40 degrees, they dehydrated really quickly and they couldn’t trust the water so part of the way to keep them was to give them beer. So they’d get a gallon of beer a day in pints. It was the norm to work in. And that was kind of the social thing around Teesside. But it wasn’t enough they used to work down there not to have a lifestyle that we can imagine but just to survive they had to work 60 hours a week. 

So Teesside was built on cheap labour, so it had cheap housing, there was no concern for the environment in those days and what we have is quite an ugly town as a result. You drive 20 minutes from Middlesbrough and it is beautiful. York as you know is an hour away and we have some fantastic coastline so we do have some terrific natural assets but we have this, the remains of an industrial age and if you are brought up in Middlesbrough and you do well, you get out because your options on Teesside, the chemicals, what’s left of the chemical industry, what’s left of the steel industry, there’s nothing else. We have no culture. We don’t have a theatre. Can you imagine? And the town really should not have a premier league football team. Our population’s about somewhere between 120 and 130,000 and the income per head is amongst the lowest in the UK. So we have this enormous task of regenerating Teesside and it is beginning to happen. The last 5 years have been terrific for the town. We have a mayor who is non-political Ray Mallon, who I think has done a very good job and we have some industries coming through. We never used to have - if you went into Newcastle you’d have 100 family businesses that had a turnover of 50 million quid that made a couple of million pounds a year. You never had that on Teesside. Now we’ve got a company two minutes from here called Cleveland Cable, which is one of the leading companies of cable makers in the world and two guys about my age. They’ve done fantastically well. So we do have these entrepreneurs now coming through on Teesside perhaps for the first time. 

I want to ask you about the academies – you have two, one for players and one for local children?

Yes we have two. The academy for players is exactly that. You don’t find football players at Eaton. You find them at council estates, so what we try to do within a radius of about 30 miles from Middlesbrough - we know every player. Every player that kicks a ball on a Sunday or a Saturday we know about it. And we take the best of them at about 8 or 9 and we usually know, have an idea about the time…at 8 or 9 there might be 200 by the time they are 12 we are probably down to about 30 by the time we get to 16 if we get one out of that bunch we’ll be happy. Imagine how much, it costs a fortune because we’ve got to have all of the back up there as well. But that’s the football side and that’s our profession, that’s our business. 

But when Bryan Robson joined us we were at the old stadium Ayresome Park ,it was 1994. I can’t believe it was that long ago and Bryan was playing for Manchester United. Manchester United that season were in the FA cup final, they’d won the premier league and they were in a European final and Bryan was coming to the end of his playing career and he was offered an extension of one year to stay at Manchester United, but he wanted to go into management and I’d already said to him come to us, have a year as a player-manager, get us out of this division, we were in the second division. I had known Bryan for quite some time. He agreed to do it but what he said to me was, I can’t let Ferguson know. If he knows he’ll go iffy with me and I won’t play in a game. So we were trying to keep it quiet but in football life’s a goldfish bowl and it leaked. Ferguson dropped Bryan from the FA cup final. He was devastated and we decided to go public. So we arranged a press conference at Ayresome Park. But the press already had an idea it was Bryan and the rumours started to spread. 

Bryan was almost a Beckham at that stage. He’d played 90 caps for England, 85 of them as captain. My phone started to ring. The headmaster of the local school rang and said look, I understand it’s Bryan Robson. All my kids are just going to play truant and they’ll turn up at Ayresome Park. And the next call was the same and the next call was the same. So we said, hang on let’s think this through. Look why don’t we do this gracefully? You allow the kids…we’ll arrange for the buses, let’s organise it, let’s get the kids to school because you’ll get them into school at 10 o’clock and then tell them that we’re bussing them to Ayresome Park. 

We had over 6000 kids in the stadium and Bryan walked in. Silence. All the kids went quiet. When he spoke they all listened. And this headmaster said to me, bloody hell I’ve never…I wish I could get their attention span that long. And the Deputy Chief Constable said the same. And what we realised, or I realised, there was an awakening that football has this power. Now, if I go and speak to 60 kids they listen to me for a minute. If it’s their father they’ll listen to him for 10 seconds. If it’s a schoolteacher they will listen for 10 seconds. If it’s a bobby they won’t listen at all. But if it is Paul Gascoigne or Gareth Southgate or Bryan Robson, they listen. So there’s a power there, how do you get hold of that? 

So what we did was we set up this committee to look at it and we said on the outskirts of Middlesbrough there is places where if you are male, even today, born today your life expectancy is 50 years. Third world. Third world. And some estates where three generations of families never worked. They have no expectancy in life. All they want to do is have enough money to pay for the tobacco, enough money for the booze and to eat. That is their life. That is what they want. How do you change that? Well forget about the parents, they’re beyond saving. Our interest was the kids. How can we change that culture in the kids? Its not for us to teach geography because we don’t…that’s for the schools, that’s for the education system, nor maths. But if we can get these kids to find the button in them that awakens them, the senses to another world outside that which they exist in. And some of these areas were police no go areas. Drugs, alcohol, abuse. 

I drove down their one day and every third house was either boarded up or burnt out. And I met this girl, she came over to me and she said, Steve do you remember we were in the same class together? And I looked at her and she looked 20 years older than me and she had three kids. One was black, one was white, one was in between. She didn’t know who the father was of any three. And I remember thinking, them kids now have got no chance. No chance. They’ll still be on this estate in 25 years time. They are one-parent families. And on the boundaries of that area was William Hague, Leader of the Conservatives, Tony Blair who was then leader of the Labour party, Mandleson, Milburn, Mo Mowlam. It was virtually the most powerful politicians in the land were here on the back doorstep. We had this awful third world lifestyle. 

I spoke to Mo Mowlam about it first and she said well what are your ideas. I said, we set up an academy, we’re building a new stadium, we dedicate one quarter of the new stadium to classrooms, we turn it into a school, we bring the kids in. We teach them how to eat properly, we teach them in a cute way, in a discreet way, the risks of drugs, of smoking, of alcohol, thieving, we try to promote in them comradeship, all the things that you’d wish for kids and I said that’s my gift but I need some help because I can only bring so many kids in. 

We set up a system, we created a team of about 8 people and what they eventually came up with was a scheme…we brought kids to the stadium, give them a breakfast and they stayed there for about a week and graduated to a place where two hours a week we would give them, we would just reinforce the message. Two hours would be due in school time; two hours would be outside of school time. And Mo Mowlam fixed it up for me to – I’d already met Tony Blair but he was doing something at Newcastle University, but his train was coming into Darlington so Mo Mowlam picked me up from here, took me to Darlington station and I got in the back of the car with Tony Blair. And I told him about it and he liked it and he said how can I help and I told him. He said I will fix you up with a meeting with Lord Rothschild who was then head of the lottery and I said, when? And he said, within a month. And that month passed. And then the next month passed and I got hold of Mo Mowlam and he delivered absolutely sod all. He became Prime Minster. And he had a problem and he rang me. Downing Street rang me. And I was invited down to the Commons and he asked for something from me - which will remain confidential - and he didn’t get it. And I said the reason you haven’t got it is because the promise you made me you never kept. And he said look, I’m so sorry but I will make things happen. And time passed and it didn’t. And I was asked to go to another meeting and I went down. As I came out of the meeting Bryan Mawhinney who was then Chairman of the Conservative Party was there and I bumped into him and I had a conversation with him and he said, why are you here? I said well I’ve come down for a reason but I had a hidden agenda and the hidden agenda was this. He said tell me about it. And within 14 days he’d arranged - by now Lord Rothschild had gone and Sir Rodney Walker had taken over - and he fixed me up with a meeting and we applied for £9 million of capital grant to build a site right in the middle of this underprivileged area. What happened was we actually took over an existing building, which was Eston Recreational Centre – do you know Eston at all – Eston and Redcar? And we managed to convert this area putting £9million – we pay for the running costs which is about £1.2million a year and we now have 6000 kids on the scheme. 

So they come to the Riverside at 8 and they’re greeted by - we have about 12 qualified teachers and they’ll all be in Middlesbrough Football Club kit in a tracksuit and then the kids…I mean the first day we did this, I watched these kids come in, they were about 8-9 year old and they were in awe. And there they were, the flagship of the town, the football club, all of their egos were there and I said to someone, who’s that? And this guy was there and he open toed sandals, a ripped pair of jeans, he hadn’t had a shave, his hair was, it hadn’t been washed for a month it was only short. They said, oh that’s a teacher. Okay? That was the standard of the teacher. On Teesside, we do not get the best bank managers. Unless they are a vocational teacher, that is they have a passion for the area and they’re good, they move out. We get all the worst teachers. We do. We get…we have some lovely people and some good teachers but they are invariably those that have come from the ranks here and have a commitment to the area. But we also get an influx of people who aren’t wanted anywhere else to fill the vacancies. And I just went up to him and I said will you do something for me? Will you go home, have a shave, put on a pair of trousers and a shirt and a tie and wash your hair. And he was outraged. He said how dare you speak to me like that? I said well, you’re in…this is my discipline now, not yours, you either do as your told…he said we haven’t got enough supervision for the children. Yes we have I’ve got 12 teachers and I sent him packing and we kept that standard up and the kids came in and we started…we’ve evolved it so much because we’ve got better at it. 

We weren’t so good at the beginning but the guy who was fantastic for us was Paul Gascoigne. And Gazza is a fantastic character, he’s got a wild side that you can’t get hold of and he doesn’t even know what he’s going to do next, but if you ask him to do something he does an immense amount of work for you. And this day I said to him look Gazza I want you to come over, have some breakfast with these kids. So we started with about 20 kids and came in and took them around, showed them where they were going to be and we said to them this is the discipline, this is what we expect back from you, this is how you behave, there is no bad language, you address the teachers as Sir or Miss, there’s no first name terms, if you are going to ask a question you raise your hand. So we give the rules and the boundaries that they could occupy. And we said, right, are you all hungry? Some of these kids had never had breakfast in their lives. And you might think I’m exaggerating, I’m telling you they have…some of them have never had breakfast in their lives. We said, right the first thing we are going to do before we feed you – it was 8 o’clock in the morning so some of them were still a bit bleary eyed – the first thing we are going to do is provide you all with shirts. So we got them all into a Middlesbrough Football Club kind of T-shirt and shorts and we did the same with the girls and got them all settled and we said right, we all want you to be quiet because we’ve got somebody to come in and tell you what they have for breakfast and why. And in walked Gazza. Well, we totally lost control for ten minutes. Settled them down and Gazza was terrific. He gave them a speech on why he ate that way - he never did, he was probably eating eggs and bacon and sausage – but we told them why we have fruit, the importance of fruit to a professional athlete. We had breakfast with them. That took an hour and we tried to reinforce that message of 5 fruit and veg in a day and how cheap it was and where you could get it from. Where we failed initially was because we didn’t involve the parents. So now we’ve got the parents involved as well, we’ve actually got the parents coming along. And with the kids we then went on to smoking and we got them to design a poster. Some of the posters were horrific, tombs and people dying and of course all the kids had a story to tell about a relative that had died of cancer because of smoking and it worked. But what we also did is we then would break it up on the afternoon and actually get them on the pitch and play a bit of football and two of the guys that were taking the football ‘oh he’s lovely, he’s smashing, he’s this and that’ and then the next day he’d come in in a copper’s uniform, one of the local bobbies. So the kids who kind of, oh we hate coppers, suddenly these guys were human and some of the relationships with them bobbies have lasted a long, long time. 

How do you measure it? Has is been successful? People tell us it has. We’ve now got the Prince’s Trust involved, we’ve had Prince Charles up, we’ve had the Duke of Edinburgh up, so we now have outward bound, so we try to give them a programme in our own way from 8 through to 16. And then we feed them into the Duke of Edinburgh and the Prince’s Trust. And the reports are that it is working. But we don’t scream and shout about it. We want to do it because we think it’s the right thing to do, not because we can get 20 minutes of good PR on the TV.

If there is one theme, perhaps it is that you’ve succeeded despite the people in power, who should have taken more responsibility 

There could be much more done here in this town and there should be but politics gets everywhere. Politics is not clever in this area. We have leaders who sometimes have been failed bus drivers. Who can’t succeed in their – who are ambitious but who can’t succeed and progress in their chosen profession or what ever they do in life - but politics is a way to give you a forum and you don’t have to be clever, you just have to be bold and mouthy. Some of the people we have at Middlesbrough – shocking. But then there is apathy by people like myself who have no motivation to go and… I don’t sit on quangos. I sat on one quango called Tees Valley Regeneration and I think I was there 8 months and then I’d had enough. But Teesside is moving on; it’s not all doom and gloom. If you drive past the stadium there’s a huge amount of building work going on there so I think Middlesbrough’s got a good chance, I really do. 

A lot of that is down to you

It’s not down to me, I think we have Ray Mallon, I think he’s good for the town, there’s some good businesses coming from the town from local people and we’ve got to change people’s thinking to I can do. You know I was brought up – the school I went to, I loved it, it was fantastic, it was a great school, it doesn’t exist anymore, it had great facilities, you could play football all day long and academically you were never challenged. You were never challenged because you were going to be a bricklayer, or a labourer, or a welder and the ultimate was to be a schoolteacher. And they were the targets for the school. The working class areas supplied working class trade. The perception has got to change. People have got to wish for more. There is nothing wrong with being a plumber or a bricklayer but you need more than that if your town is going to succeed. 
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� In the non-profit sector these have triggered a focus on the need for better leadership and an increased focus on governance. See for example recent and current work by the Clore Leadership Programme www.cloreleadership.org and the Mission, Models, Money programme www.missionmodelsmoney.org.uk


� Models taken from Palmer and Hardy 2000, 169-195


� ICOM’s Global Vision includes an Environmental Scan with a set of both internal and external environmental factors that provide the context for their 2008-10 Strategic Plan. See: www.icom.museum 





� See Hayes 2007, 159
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