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The Effects of State Funding Freeze on NJ Arts Groups

The Art Pride NJ Foundation surveyed recipients of FY10 grants from the NJ State Council on the Arts to determine the immediate effects of not receiving their first grant payment by the end of the 2009 calendar year.  162 organizations were surveyed and 111 responses were received.

Six organizations are seriously threatened by the delay of contracted funds caused by the funding freeze.  These organizations will be compelled to cease operations until funding is received.  Another 38% were not certain if a frozen first grant payment would result in ceasing operations.

Of those not closing, 58% felt they would be forced to eliminate programs, 39% would face staff furloughs or layoffs and 34% would reduce hours of operation.  Several examples were cited including delayed payments to creditors, breaking contracts with professional service providers and lease agreements, cancelling tours to schools, reducing number of productions, eliminating an entire summer youth program and not being able to honor regrants made to local arts groups by county arts agencies that receive support from the NJ State Council on the Arts.

Of those responding, 48% feel they can continue to operate without closing for 1-6 months while 37% believe a delay in receiving their first grant payment will not force closure within the next year. 7% can survive less than one month and 8% can stay open up to a year. See attached graph for a more complete breakdown.

The groups expressed cash needs varying from $1,200 - $200,000 over the next 2-4 months .  The most often mentioned cash needs were for rent, utilities, and payroll.  

Nearly 44% of the groups responding have alternative financial resources to rely on if contract payments are significantly delayed.  Nearly 30% do not have alternative resources, another 26% were not certain.  The sources are cash reserve (56%), a line of credit with a financial institution (53%) and endowment funds (22%).  It is clear that many groups have both a cash reserve and a line of credit.  Other sources mentioned were loans from board members and emergency funding requests from private donors and foundations.  Some groups noted that they have already dipped into cash reserves and exhausted their line of credit.  Of groups responding 67% felt they could exist on alternative resources for 1-6 months, 18% felt that funding would last from 6-12 months.  6% would last less than 1 month and 9% would survive more than one year.  See attached graph for a more complete breakdown.

Of groups responding. 41% had budgets between $100,000 - $500,000, 19% from $1 – 5 mil, 15% under $100,000 and 15% from $500,000- $1 mil.  Only 9% had budgets over $5 mil.

