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I've been asked to talk about the relationship between business and art as a way of framing
the next day and a half of discussion. I'm honored to be in that position and hope that my

remarks serve to provoke discussion as much as to frame it.

Key words, phrases, quesitons

« “Bi-directionality”
* “Excitement meets innovation over the
potential for the arts to positively impact

business practices”
* What are the positive impacts of business
practices on the arts?

The title of the event includes the word “Bi-directionality” and
promotes the excitement over the potential for the positive impact the arts can have on
business and business on the arts. Much attention is paid to the positive, instrumental
effects of the arts on business -- not just here at this conference, of course. Americans for
the Arts, for example, recently published its fourth edition of Arts and Economic Prosperity.
The “Creative Placemaking” concept has arts and culture activities shaping the nature of
neighborhoods, towns, cities, and regions. But to be truly bi-directional, we need to
expand, or perhaps even initiate, the conversation about the instrumental benefits of
business on the arts. 1 see the relationship between arts practices and business practices
not to be linearly bi-directional, but rather to be -- borrowing a visual metaphor from the

great entrepreneurship theorist Joseph Schumpeter, a circular flow.
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Schumpeter’s
“Circular

Flow”

Schumpeter viewed that as a flow between households and
businesses through the markets of resources and products. [ use a more visual metaphor -
- that of the Ouroboros, the serpent or dragon eating its own tail, to illustrate the circular
flow of arts and business as they feed off one another.:

The Ouroboros

- and we can view that relationship as devouring... or nurturing, or both, in an endless
cycle of renewal, a cycle that Schumpeter described as “Creative Destruction” followed by

“equilibriation.”

That business practices can support the arts is at the foundation of arts entrepreneurship
as a practice, as a field of inquiry, and even as a subject to teach at universities. So I'm
going to talk for the next twenty minutes or so about what arts entrepreneurship IS, why
arts organizations form, and what I observe to be the landscape of arts entrepreneurship in

research, practice, and pedagogy.

What IS arts entrepreneurship anyway? I posit in the introductory article to Artivate, the
only research journal in the field, published out of the Pave Program in Arts
Entrepreneurship at ASU, that Arts Entrepreneurship exists on a continuum [slide] from
Individual artist adopting entrepreneurial habits of mind in their practice at one end to -----

--------------- - New venture creation in the creative industries at the other. [slide]
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An arts entrepreneurship
continuum

Entrepreneurial New Venture
Habits of Mind Creation

The former is the “Self Employment in the Arts” model employed, primarily in educational
settings or conferences (like the self employment in the arts conference that comes out of
Amy Rogers program at North Central Illinois) the goal of which is to teach individual
artists to manage their own careers. It's also the concept behind some artist-serving arts
incubators. The other end of the continuum is the creative industries entrepreneurship
model where artists and arts organizations form firms in order to......well, to do what
exactly?

In the literature of entrepreneurship, there are several complementary or even
contradictory theories about the relationship between the means to and ends of
entrepreneurial action, understood in this context to be new venture creation. Shane and

Ventkataram would argue that entrepreneurial opportunity involves the discovery of new

Means? or Ends?

means and end relationships. That is probably true in the arts.
That concept, however, is an expansion of one developed by Austrian School economist Ira
Kirzner who, along with his neoclassical brethren believe that profit maximization is the
only reason to undertake entrepreneurial activity. For Kirzner and his buddies, the only
viable reason - the only viable end - to entrepreneurial activity is the discovery of a new

way to profit.

But, let’s be honest, does anyone undertake a new venture in the arts to maximize their

financial gain? My colleague Stephen Preece points out that “In the absence of profits,
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entrepreneurs in the not-for-profit performing arts are necessarily motivated by self-
fulfillment within the execution of an artistic organizational mission.” While I don’t

disagree with Preece, I offer a slightly different perspective.

Why do [arts] firms form?

« Transaction costs (Coase, Williamson)

+ Behavior and decision making (Cyert &
March)

» Knowledge sharing (Grant)

e can look at several “theories of the firm” to see why arts
ventures form. Coase’s theory of the firm focuses on firm formation as a way to decrease
transaction costs - especially the cost of bringing a product to the market. Cyert and March
took a behavioral approach and asserted that firms form as decision-making structures.
Grant asserts that firms form to share tacit knowledge. There are examples throughout the
arts and culture domain of firms that form to minimize transaction costs, make effective
decisions, and share knowledge. For example, Key Brand Entertainment, and its subsidiary
Broadway Across America was formed to minimize the transaction costs that would be
incurred by an individual producer touring independently; an arts services organization or
even an arts incubator forms in order to reduce the transaction costs incurred by its
individual members; a municipal arts agency forms in order to more efficiently and
effectively make decisions about who and what to support; any dance, theatre, or opera
company forms in order to share tacit knowledge between artist specialists like

choreographers, dancers, designers and so on.

Ultimately, however, firm formation itself is only a means to a greater end, and as I've
already stated, in the arts and culture sector, that end is NOT profit maximization. People -
artists and those who support artists - undertake entrepreneurial activity in the arts and
culture sector, both for profit and nonprofit in order to MAKE ART and to make art

available to its audience in new and innovative ways.

Essig 4



“Entrepreneurship” or “entrepreneurial behavior” is itself the means and ART is the end.

The entrepreneurial behavior generates money that in turn feeds back to the art. Lets

return to our Ouroboros [slide]:

Art that is innovative must find its market - to be an innovation, according to Mihaly
“Chick-sent-me-high” the creative product must influence its domain - it must have an
impact. Entrepreneurship then - in the form of new venture creation - is the tool, the
means, by which the art and the audience connect. That new venture generates money

that, like the Ouroboros’s tail, feeds the creation of more art.

So, in order to connect the innovation - the creative artistic product -- to the money that
will feed it, requires knowledge and understanding of entrepreneurial action. What does it
take for, at one end, an artist to manage her own career effectively and at the other, start a
venture that will generate enough money to keep the circular flow going? I often tell my
students that the “discipline” of entrepreneurship is opportunity recognition and, in the
arts, opportunity creation. When artists and those interested in advancing the arts
recognize the opportunities to generate revenue, to create new businesses that support the

arts, then we have arts entrepreneurship.

My students begin their entrepreneurial journey by looking for opportunities in their own
communities; by assessing the needs and wants there — where they live. The arts venture
that results from that assessment can meet the needs of both the community and artist in a

different kind of bi-directional relationship [slide]
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Individual Needs and Wants

[

v

Arts Venture ‘

I

System/community Needs and Wants

THIS is how business helps the arts: by the creation of ventures that meet both the needs of
artists and the needs of communities and by good business practices employed by both
individual artists and organizations that connect artistic innovation with money so that

money can feed the artistic process, connecting art to audience.

There’s a long history of thought around the idea that money will taint art. Kant said that
the aesthetic is an end in itself. Adorno said that art as commercial entertainment is
suppressive and Hans Haake made a bit of a fuss when he said that when artists participate
in gallery and museum exhibitions, they trade their symbolic capital for financial capital.
But when we see money as nourishing art, as the product of arts entrepreneurship feeding
the making of art itself, which is an end unto itself as Kant said, then that taint is diminished
if not done away with all together -- money is not the ends, it is the means. In arts

entrepreneurship, It is not about the Benjamins.

In that introductory Artivate article I mentioned earlier, I posit a summary of arts
entrepreneurship as a field of inquiry and practice that I add to a bit now, 18 months later.

And, being trained in social science as well as artistic practice, create a 2X2 grid [slide]
The “practice” column encompasses both practice in the field and what might be taught,

while the “inquiry” column refers to research and to pedagogy (how practice is taught). It

is not all-inclusive, but illustrative of what could happen.
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Arts entrepreneurship as a field

Practice Inquiry

Tools for artist self-efficacy and Research into the behaviors that
self-actualization; provision of support entrepreneurial activity;
environments for artistic pedagogy that supports those
exploration and innovation. behaviors.

Business skills that support artistic

production.
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Artists creating businesses, both Research on new venture creation,
for-profit and nonprofit; teaching success rates, evaluation, etc;

the mechanics of new venture pedagogy related to audience/
creation in the arts. market reception.

Venture Creation

Herberger Institute
:sér(l;ostl gginlm Dance and Theatre FOR nr»’.ugj AND THE ARTS

ZONA STATE UNI VERSITY

But what IS happening? In Research, Teaching, and Practice? [slide] Through the Pave
Program in Arts Entrepreneurship, we’ve been working across all three of these areas since
2006 so I'll be using examples from the work we’ve done there as well as bringing in

examples nationally to start to see what this landscape looks like.

The arts entrepreneurship landscape

» Research
* Practice
 Education

Research [slide]

Research on arts entrepreneurship - arts AS business and arts AND business happens in

several domains. I'll discuss four of those domains, but it is not an all-inclusive list.
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Arts Entrepreneurship
Research Domains

» Economics

* Public Policy / Community Development
» Nonprofit studies

» Pedagogy

First is the realm of economics in which folks like Michael
Rushton are theorizing on the price mechanism in the arts and Roland Kushner is tracking
the longevity of start-up arts organizations. I would like to see more economics-oriented
research in the for-profit arts sector, but that data is harder to come by and funding for

primary data collection is scarce

Community resources and development (or community economic development) is another
area of research that looks at art and business, often, as alluded to earlier, on the effects of
arts-based businesses on community development. We can also understand this domain to
be at the intersection of arts entrepreneurship and public policy. Spurred by the NEA “Our
Town” program and its partner ArtPlace initiative, there is a lot of interest on the ways in
which arts and culture businesses can enhance what is called “community vibrancy.”
Rhonda Phillips and my ASU colleague Gordon Shockley work in this area, primarily from a
theoretical perspective, and often drawing examples from Europe and the Commonwealth
countries where the concept of “creative industries” is more fully developed. Working at
the intersection of art, economics, and policy, research on arts enterprise and community
development also includes the work of Ann Markusen, consultant Anne Gadwa Nicodemus,
and others. My own research on arts venture incubators could perhaps be considered

under this umbrella domain as well.

Related to both the economics and community development domains is the nonprofit
studies realm. I've already referenced Stephen Preece and his work on nonprofit arts
venture creation. Mark Hager, another ASU colleague, also works in this area, often on the
relationship between nonprofit arts organizations and tourism. Andrew Taylor (who I
believe is here today), is following the money - specifically capital - in nonprofit arts

organizations.
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Finally, there is research about arts entrepreneurship in higher ed, both the content and
the pedagogy of arts entrepreneurship. My own work in this area involves developing a
framework for teaching students to develop those entrepreneurial habits of mind that

support both creative and financial success using three different pedagogies of
ogies for Habits of Mind

“r [ Mentorshap

Colleborative
rojects

s

collaborative projects, mentorship, and experiential learning.
My Artivate co-editor has been working on disseminating information about learning
outcomes for arts entrepreneurship educators within individual artistic disciplines. A
recent article in Artivate from Australia advances the field, extending the “habits of mind
concept” to develop teachable means for developing an “arts entrepreneurial mindset”

» u

[slide] including “Creative, Strategic, Analytical and Reflective Thinking,” “Confidence” (or

what I would call self-efficacy), “Collaborative Abilities, “Communication Skills,” and

Teaching to the
“Arts Entrepreneurial Mindset”

« Creative, strategic, analytical and
reflective thinking

« Confidence (aka “self-efficacy”)

« Collaborative abilities

« Communication skills

+ Understanding artistic context
(source: Pollard and Wilson 2014)

“Understanding of Artistic Context.”
[ would like to see more research on how to teach to the other end of the arts

entrepreneurship spectrum - new venture creation -- and I will be presenting later this
year with my Drexel colleague Neville Vakharia on arts venture incubation as a tool for

such pedagogy.

Practice

« Socially engaged / community arts

« Business associations (BVA)

« Artists services and fiscal sponsorship
« Arts incubation

« Crowdfunding

« E-commerce

« Asset building

Practice. [slide] Where does the actual work of arts/business

interaction happen? Once we accept that the end result of such relationships is art rather
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than money, we see these interactions happening in new and interesting ways in the

domain of socially engaged practice. I'm delighted to see Sonya Manjon on the program

here, because | want to hear about her work as an artist/researcher who both undertakes

community collaborations and studies them.

There’s a long history of arts/business associations like “Business Volunteers for the Arts.”
[ don’t know if where you are is anywhere like Phoenix, but our local chapter dissolved
three years ago during the height of the recession. Its signature “business on board”
program is being administered by a state-wide arts advocacy organization, but [ wonder if

that particular incarnation of arts/business relationship is waning elsewhere.

An important aspect of arts business practice is the infrastructure afforded for undertaking
and launching an arts-based venture. Fiscal sponsorship and arts services organizations
that provide other kinds of shared business services are a critical part of that
infrastructure. Fractured Atlas is well-known for providing that kind of support for
individual artists and fledgling arts organizations. I'm delighted that Noah Keesecker is
here from Springboard for the Arts, an organization that provides arts business
infrastructure support for artists in Minneapolis and elsewhere in Minnesota, making, to

paraphrase their executive director Laura Zabel, “a living and a life” possible for artists.

My own research touches on the infrastructure for arts venturing. There are over forty arts
venture incubators in the US, some focusing more on the incubation of art and others
focusing more on the incubation of creative industry businesses, but all of them are part of

the landscape of arts business activity.

And then there’s crowdfunding, and its cousin e-commerce. It's been a widely tauted
statistic that kickstarter distributed more funds to arts projects than did the NEA over the
last two years. I view kickstarter and the other crowdfunding platforms (indiegogo, etc) as
another - and very useful -- tool for artists and arts orgs to feed the Qurobos - to get more

money to generate more art. But we may be starting to see a saturation point there as well
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- with so many projects to fund, will the dollars for funding continue to grow? Time (and

maybe a PhD dissertation in cultural economics) will tell that story.
Related to this area of support services for artists and small arts organizations is the area of
asset building. Art Home, for example, helps artists build their asset base through savings

and even homeownership so that they can sustain their lives as artists.

Where is this stuff being taught? And by “this stuff” I mean arts business, and specifically

arts entrepreneurship. There is robust interest within arts disciplines [slide] -

Education: within disciplines

music schools have been particularly active in this area.
Eastman School of Music sponsors a business plan competition, for example, and Julliard’s
music entrepreneurship program has been widely publicized. But there are also programs
and courses housed in arts management, arts administration, and arts leadership programs

that have been around even longer, and they are teaching arts entrepreneurship across

Education: across disciplines

disciplines. [slide]
Individual courses in arts entrepreneurship or arts business are at well over 100 colleges
and universities across the country. I thank Jonathan Gangi, now a graduate student at
North Carolina State, for putting together a pretty long list of where arts business
education is happening. As one might expect, courses and programs within disciplinary
departments or conservatories seem to focus on the “entrepreneurial artist” model while

those in business schools tend to focus on the “new venture creation” model. Arts
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management/entrepreneurship in arts schools seem, and this is only my anecdotal

observation, to be more broadly construed.

One program I've studied, housed in a business school, however, focuses almost exclusively
on business ownership - the content of the art is unimportant — while another, housed in
an arts conservatory, focuses instead on “new ways of thinking” about artistic production.
The program I lead has a transdisciplinary undergraduate certificate in arts

entrepreneurship and then an MFA concentration in Arts Entrepreneurship and

Management. There is a broad range or, as I like to put it, a big tent.
As arts entrepreneurship develops as an academic field, care needs to be taken to avoid
dividing the field into programs that are nurtured within individual arts disciplines versus
programs that cross disciplines. I conceive of arts entrepreneurship and arts business

education as a transdiscipline.

While arts entrepreneurship and arts business education may be relatively new to
academia, it is not new “in the world.” There is A LOT of arts business education that
happens outside of the university or academy setting that has been happening for a long
time. New York Foundation for the Arts has been offering arts business training since the
early 1970s and Creative Capital has done so since its inception in the 1990s. Other
organizations like Springboard for the Arts and Art Home mentioned earlier, or the for-
profit Inst for Arts Entreprenuership Education in Chicago also deliver arts business

education directly to artists.
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What is needed as these educational initiatives move forward - especially within academia

Research: Building Knowledge

-- is a connection between the research and the education.
[slide] I had a conversation with a colleague about this recently. He is concentrating his
research and research dissemination efforts on arts entrepreneurship in higher education. I
reminded him that when he trained for his PhD in musicology, he didn’t study how to teach
musicology, but rather he studied musicology. Similarly, if arts entrepreneurship is to
move forward in the academy as a discipline of “practice and inquiry” we will need to build
up our knowledge of arts entrepreneurship itself so that we are teaching arts
entrepreneurship to our students and not merely teaching pedagogy, or teaching people to

teach.

There are a lot of areas where more research is needed. Here are just a few questions on

my mind: [slide]

Research: Building Knowledge

* What are the factors that support entrepreneurial
success in the arts in the for- profit sector?

« How effective are arts infrastructure tools like
fiscal sponsorship, training, and incubation, in
helping individual artists sustain careers?

+ What entrepreneurial behaviors support
success?

« How is arts entrepreneurial success measured?

1. sl \V hat are the factors that support entrepreneurial (that is
new venture) success in the arts in the for-profit as well as nonprofit sectors?

2. How effective are arts infrastructure tools like fiscal sponsorship, training, and
incubation, in helping individual artists sustain careers? (if somebody could do a
longitudinal study to tell us that, it would be terrific)

3. What entrepreneurial behaviors support success?

4. And how is arts entrepreneurial success measured - financially? Artistically?
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Before [ wrap up, I want to take a little sidebar to go back to something I mentioned at the

beginning - see: the Ouroboros metaphor is even manifest in the structure of this talk - the

Good business practices

* Individual
* Organizational

Planning tools, accuracy, transparency

idea that good business practices support the arts. [slide]
This is true at both the organizational and individual artist level. That is why, to support
good business practices at the individual level, we at Pave are producing something we’re
calling “The Arizona Arts Entrepreneur Toolkit.” Too often, artists don’t have access to the
business planning tools they need, or if they do, they are scattered across the Internet and
in multiple textbooks, rather than right there in front of them, thus creating a barrier to
entry for artists. Some of the organizations [ mentioned earlier, and I think specifically of
Springboard for the Arts, provide similar services to their local or regional constituencies;
thus our current project is new to Arizona, but, I freely admit, not new in concept. One of
the things we all can continue to do, and this symposium and the ones we hold biennially at
ASU strive to do, is demystify business practices so that individual artists can use them and,

yes, exploit them, in the creation of art.

At the organizational level, the arts sector - especially the nonprofit arts sector -- needs to
be realistic, transparent, and accurate in its reporting. Arts organizations need to disclose
to their boards - and the public - what it really costs to produce and present art. A few
companies are starting to do that. However, I became incensed recently when American
Theatre Magazine published an article titled “ZACH Theatre reveals all in its budget for
August: Osage County.” The budget that was published was deceptively simple and
deceptively low. In a letter to the editor, I pointed out that the first step toward solvency
for an individual theatre or for the sector as a whole is really understanding what it costs to
make art happen. The article may have costed out most of what was visible in the photo
that accompanied the article, but like the iceberg that sank the Titanic, the real costs are
below the surface. Good, accurate, transparent accounting sounds boring and tedious, but it

is a necessary business practice that supports the health of all of the arts.
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Means or Ends?

[RSY| Herberger Institute

So, to return to arts venturing and our Ouroboros [slide]: is the creation of a business a
means? Or an end? [ remind you of the distinguishing feature of arts business and our
Ouroboros. What distinguishes the arts business from tech businesses or manufacturing?
When it comes to arts-based businesses, it's not about the Benjamins, it’s about the art.

With that provocation, I would like to open the session up for discussion. [slide]

Questions and Comments?

Linda Essig
Pave Program in Arts Entrepreneurship

Arizona State University
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