
	EI sections
	EI activities
	OT
	TM
	Embeddedness

	
	Categories
	Sub Categories
	As per core activity
	 

	Public
	Performances domestically and abroad
	Performances sold at market price
	Same
	Same
	Embedded

	
	Use of intellectual property rights
	 
	Same
	Different
	Integrated

	
	Rental and sale of tangibles
	Wardrobe services
	Different
	Same
	Integrated

	
	
	Publication items sold in connection with the performance’s audience
	Different
	Same
	Integrated

	
	
	Catering offered in connection with the performance’s audience
	Different
	Same
	Integrated

	
	Administrative operations
	Passed-on costs
	Same
	Same
	Embedded

	
	
	Charged costs
	Same
	Different
	Integrated

	Coproduction
	Fees from co-producers
	 
	Same
	Different
	Integrated

	Other
	Use of intellectual property rights
	 
	Same
	Different
	Integrated

	
	Art commissions
	 
	Same
	Different
	Integrated

	
	Other\unspecified
	 
	Different
	Different
	External

	
	Workshops, educational activities, and presentations
	In connection with the performances' audience using core activity OT
	Same
	Same
	Embedded

	
	
	Targeting a different market than the core activity using core activity OT
	Same
	Different
	Integrated

	
	
	In connection with the performances' audience non using core activity OT
	Different
	Same
	Integrated

	
	
	Targeting a different market than the core activity non using core activity OT
	Different
	Different
	External

	
	Administrative operations
	Charged costs
	Same
	Different
	Integrated

	
	Rental and sale of tangibles
	Catering non in connection with the performances' audience
	Same
	Different
	External

	
	
	Publications and items sold non in connection with the performances' audience
	Different
	Different
	External

	
	
	Rental of space
	Different
	Different
	External

	
	
	Rental and or sale of material
	Different
	Different
	External

	Indirect
	Use of intellectual property rights
	 
	Same
	Different
	Integrated

	 
	Art commissions
	 
	Same
	Different
	Integrated

	 
	Lending of staff
	 
	Same
	Different
	Integrated

	 
	Other\unspecified
	 
	Different
	Different
	External

	 
	Workshops, educational activities, and presentations
	In connection with the performances' audience using core activity OT
	Same
	Same
	Embedded

	
	
	Activities offered to specific TMs
	Same
	Different
	Integrated

	 
	Administrative operations
	Passed-on costs
	Same
	Same
	Embedded

	
	
	Charged costs
	Same
	Different
	Integrated

	
	
	Accrued costs
	Same
	Different
	Integrated

	 
	Rental and sale of tangibles
	Catering non in connection with the performances' audience
	Different
	Different
	External

	
	
	Publications and items sold non in connection with the performances' audience
	Different
	Different
	External

	
	
	Rental of space
	Different
	Different
	External

	
	
	Rental and or sale of material
	Different
	Different
	External

	Sponsor
	In kind and financial sponsorship
	 
	Different
	Different
	External
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Abstract 
[bookmark: _heading=h.gdsyrk4nbf7z]Governments are increasingly reducing funding for (arts) nonprofits or attaching conditions to access public support. Consequently, arts nonprofits seek to advance their artistic and social missions while increasing financial independence. The literature is divided on whether these objectives complement or substitute for each other. We analyse this relationship using an earned revenue embeddedness framework that assesses earned income activities based on their connection to an organisation’s core mission. Using data from 100 financial statements of 24 Dutch dance nonprofits, we examine the relationship between earned revenue embeddedness and financial independence from government grants. We find that the level of earned revenue embeddedness matters: higher levels of embeddedness have a positive impact on financial independence, implying that mission and money are mutually reinforcing. Commercial activities embedded within the mission strengthen both organisations’ missions and financial independence. We introduce three real-world indicators of financial independence that capture subtle distinctions of commonly used measures.
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Introduction
Arts nonprofits have a long-standing tradition of receiving lump-sum grants to cover the shortfall between revenues and operating costs (Throsby & Withers, 1979), but the level of government support has been shrinking. This shift in government funding coincided with increasing challenges in obtaining private donations (McKeever & Pettijohn, 2014). Earned income (EI: exclusively generated through market-based activities) is one source of funding that could make up shortfalls. However, simply increasing EI activities does not guarantee more financial sustainability, particularly in challenging funding environments (McClish & Reeve, 2018). Consequently, arts nonprofits have increasingly tried to combine their artistic and social missions with the financial objective of becoming more financially independent from public contributions through EI activities (Alter, 2007; Doherty et al., 2014).
Some scholars argue that nonprofits should align revenue activities with the organisation’s core mission (Foster & Bradach, 2005; Mas-Machuca et al., 2023). Others argue that commercial operations are extraneous to the core mission, emphasizing the incompatibility between organisations’ missions and financial goals (Pache & Santos, 2013; Eikenberry & Kluver, 2004), and warning that an over-reliance on commercial revenue can threaten organisations’ mere survival because of market risks and legitimacy losses (Gras & Mendoza-Abarca, 2014). Furthermore, some arts practitioners feel that satisfying their financial objective can lead to mission drift (Ko & Liu, 2020). 
The earned revenue embeddedness framework (Levine Daniel & Kim, 2018; Levine Daniel, 2021) disaggregates earned revenue activities according to the varying extent of their connection to the core mission, rather than treating them as a single aggregate category (e.g., Boyle, 2007; Van der Heijden, 2013) and shows how this variation shapes both mission-driven and financial outcomes. Through the implementation of this framework, we address the question: what is the relationship between the level of earned revenue embeddedness and financial independence for arts nonprofits? To answer this question, we analyse 100 financial statements of 24 Dutch dance nonprofits using mixed-effects regression models. Our study shows that money and mission are intertwined and can be mutually reinforcing. Specifically, the level of EI’s embeddedness within the mission, i.e. mission-embeddedness, matters, as different levels of embeddedness have different impacts on financial independence. Furthermore, higher levels of embeddedness correspond to greater financial independence. We demonstrate a theoretical relationship between earned revenue embeddedness and financial independence that can be empirically tested and applied to other nonprofit (arts) contexts.  
Literature review 
Nonprofits and revenue diversification
Nonprofit arts organisations appear to be highly sensitive to changes in the overall economy (Clubb, 1987). Revenue diversification may help organisations weather these changes. Revenue diversification refers to having multiple revenue sources in a financial portfolio. Tuckman and Chang (1994, p.288) suggest that “nonprofits with multiple revenue sources are more likely to have a strong financial position than are those with concentrated revenue sources.” In their meta-analysis of 40 studies exploring 296 statistical effects, Hung and Hager (2018) find revenue diversification can contribute to an organisation’s financial health. 
However, diversifying revenues can come with its own costs (Hughes, 2024) and higher operational inefficiencies that turn off potential donors (Sacristán López de los Mozos et al., 2016). In addition, new income activities may not grow at a rate fast enough to make up for losses from other sources (Hughes, 2024). An over-reliance on commercial revenue can expose organisations to market risks, legitimacy losses, and survival threats (Gras & Mendoza-Abarca, 2014). Also, many arts nonprofits fail to produce sufficient internal resources to meet their expenses, even with high ticket sales (Smith, 2003). They are labour-intensive with nearly static productivity, causing labour costs per unit to rise over time and creating a persistent revenue gap that governments have historically subsidized (Baumol & Bowen, 1966; Felton, 1994; Fernández-Blanco et al., 2018). 

Organisations’ financial independence and mission
Organisations that can demonstrate financial independence through earned income (EI) may be more resilient to the volatility and gradual reduction of government funding. Some research shows that nonprofit practitioners often feel compelled to actively manage the tension between their core mission and financial goals (Eikenberry & Kluver, 2004; Pache & Santos, 2013), sometimes even engaging in mission-drifting activities to meet financial objectives (Ko & Liu, 2020). Alternatively, some studies argue that mission and financial sustainability are not inherently incompatible; in fact, prioritizing mission-driven activities can enhance financial stability by more effectively balancing revenues and costs (Foster & Bradach, 2005; Mas-Machuca et al., 2023). Hence, the literature presents conflicting evidence regarding the relationship between earned revenue and mission-related activities.
One reason for this conflicting picture is that studies attempting to discern the relationship between mission and financial goals often treat EI as an aggregate variable, lumping all EI activities together (Young & Salamon, 2002). Some scholars argue that these activities should be disaggregated because not all are disassociated from an organisation’s stated mission (Hung & Berrett 2023; Levine Daniel, 2021; Levine Daniel & Kim, 2018; Suykens et al., 2023). Rather, organisations’ activities differ depending on the extent to which they are connected to or embedded within their organisations’ core missions.
Earned revenue embeddedness
In essence, EI activities offer a service or a product to beneficiaries for a fee or charge (Alter, 2007). These activities require financial, human, and technological resources and processes (Damanpour and Evan, 1984). The earned revenue embeddedness framework argues that EI can be embedded in the organisation’s mission activities on two dimensions: target market (TM) and organisational technology (OT). Each organisation’s EI activity can be designed for the same clients or consumers as its core mission activities or can be targeted to different audiences. Similarly, each organisation’s EI activity can use the same resources for core mission activities, or different resources.
Using these two dimensions (TM and OT), EI activities can be classified as one of three types: embedded, integrated, and external (Levine Daniel, 2021; Levine Daniel & Kim, 2018). An earned revenue activity is embedded when it is the core activity or aligns with the core activity on both TM and OT indicators. In this way it is serving two client groups: financiers and customers/clients (Hersberger-Langloh, 2025). A dance company selling tickets to a performance is engaging in an embedded activity. An integrated earned revenue activity matches core activity on just one of the two indicators. A dance company selling media related to its performances (for example, videos or magazines) may be using different OT to offer new products or services to its existing TM. An activity is external if it fails to match core activity on both dimensions. Fees from a publicly accessible parking lot can be considered external, as the OT required differs from that of a dance program and serves a distinct TM that may never engage with a company’s performances.
Activities using a different OT than the one employed in core activities (both external activities and activities integrated along the TM) may be more costly for organisations than activities that use the same OT. Organisations may then need to outsource or acquire new knowledge, skills, and other resources (Hughes, 2024). Conversely, activities using regular OT may be easily internalized, and resources already used for core service activities can be easily tapped into. Furthermore, reaching consumers and generating revenues may be more challenging for organisations who stray from their core TM (external activities and activities integrated along the OT), as nonprofits know significantly less about indirect customers compared to primary beneficiaries (Foster & Bradach, 2014). In the case of integrated EI activities, this may result in either decreased revenues or increased costs. In the case of external EI activities, it may result in both decreased revenues and increased costs. These considerations suggest that higher levels of embeddedness in EI activities may coincide with fewer drawbacks and instead enhance revenue generation capacities and reduce costs. In turn, higher levels of embeddedness may positively affect the ability of organisations to enhance their financial independence.
 Therefore, this study hypothesizes that: 
Hypothesis Higher levels of EI embeddedness are associated with higher levels of financial independence from public funding
Methodology 
Sample and data collection
We study Dutch dance nonprofits for multiple reasons. First, dance nonprofits operate under fragile financial conditions, with evidence suggesting a heavy reliance on grants and donations to sustain activities (Smith, 2003). However, public grants were found to have a catalytic effect, potentially crowding in private contributions (Smith, 2003b). Despite this reported multiplier effect, dance organisations may have limited capacity to generate market-based revenues, partly due to fixed seasonal pricing and the risk of losing audiences over time (Smith, 2003, as cited in del Barrio-Tellado et al., 2020). This aligns with observations that contemporary dance audiences sometimes exhibit lower willingness to pay compared with other arts sectors (Owen & Shibli, 1998). Consequently, even when ticket sales are strong, dance nonprofits may struggle to generate sufficient internal resources to cover operating expenses (Smith, 2003).
Second, studies indicate that dance nonprofits are often underfunded relative to other live performing arts (e.g., Arts Council England, 2022; Canada Council for the Arts, 2024; Feder & Katz-Gerro, 2015; Ministero della Cultura, 2021; National Endowment for the Arts, 2023), highlighting their need for alternative income sources. Compared with music ensembles, dance organisations face more limited opportunities for commercialization. While music can generate revenue through recordings, streaming, and licensing, dance largely remains dependent on live performance, and even experiments with digital delivery have proven constrained and less lucrative (Dance/USA, 2021; European Dancehouse Network, 2021).
Finally, dance nonprofits exemplify the type of live performing arts organisations analysed by Baumol and Bowen (1966), who identified a cost disease. According to their observations, labour-intensive sectors with low productivity growth face rising costs as wages must keep pace with more productive sectors despite stagnant output per worker, leaving dance nonprofits heavily dependent on public support. Dance thus provides a critical test for theories of subsidy dependence and the trade-off between artistic mission and financial sustainability: if dance companies, arguably the most cost-disease-prone and least commercializable of the arts, are becoming less dependent on subsidies, how is this being are they doing so without compromising their core mission? Our study addresses this paradox directly.
The Netherlands represent a Western European setting with a long-standing tradition of public intervention to fill the income gaps of arts nonprofits. In recent years, however, there has been a shift toward a more market-oriented approach. Until 2020, the government implemented specific parameters to measure different aspects of performing arts organisations’ financial independence from public funding (Loots, 2015; van der Horst et al., 2017). By introducing these parameters, the Dutch government began limiting subsidies and requiring organisations to become incrementally more self-sufficient by raising their own income (EI plus private contributions) (OCW, 2015; van der Horst et al., 2017). Organisations were not merely subject to matching grants, where own income simply complements public funding (Schuster, 1988); rather, they were expected to generate an increasingly larger proportion of their own income over time.
In the Netherlands, various subsidizers fund performing arts organisations. Only a minority of “high-level” organisations receive structural funding, either directly from the Ministry of Education, Culture and Science (OCW) or through the Fund for Performing Arts (FPA) (OCW, 2015; van der Veen et al., 2018). In addition, many arts organisations receive structural and/or incidental funding, for example from provinces and municipalities (e.g., AFK, n.d., n.d.-a). Yearly listings of organisations applying to OCW and FPA are publicly available. We consulted the Raad voor Cultuur (Council for Culture [CfC]) and FPA lists corresponding to subsidy periods 2013-2016, 2017-2020, and 2021-2024 to compile a comprehensive dataset of organisations’ financial statements. Additionally, based on the geographical division by FPA (noord, oost, midden, west, zuid, Amsterdam, Rotterdam, Den Haag, Utrecht) we sampled organisations not listed by CfC or FPA on the websites of local and regional funders and considered them for analysis. That led us to identify a population of approximately 55 Dutch dance organisations. We then searched the financial statements on their websites, external websites such as Federatiecultuur.nl (Federatie Cultuur, n.d.) or Issuu (Issuu Publisher Publications, n.d.). Our final sample comprises 100 statements between 2011-2019 from 24 organisations (Table 1).

· insert Table 1 about here   -

Earned revenue embeddedness variable through clustering
According to governmental publications (e.g. FPA, 2014, n.d.-b; OCW, n.d., 2015, 2017, 2022) Dutch dance nonprofits report EI under five sections: audience, co-production, other, and sponsor (all categorized as direct, i.e., income generated from activities responding to organisations’ core mission), and indirect (from activities not directly related to core mission). We recategorized EI according to the embeddedness framework. Table 2 presents a list of EI activities (355 in total) identified in each of the five EI sections, grouped in categories (second column), in sub-categories (third column), and the decision rules (based on the OT and TM indicators as explained above) (fourth and fifth column) used to categorize them into embeddedness types: embedded, integrated, and external (sixth column). Two raters independently coded for categorization. The robustness of their categorizations was verified using Cohen’s Kappa inter-rater agreement test (Cohen, 1960) which confirmed a high level of consistency. 
To construct a variable that quantifies the level of EI activities’ embeddedness, we grouped the five EI sections into clusters that closely mirrored different embeddedness levels through hierarchical clustering analysis. This method is frequently used to refine complex constructs into measurable variables by identifying differing degrees or aspects (Huseynov & Yildirim, 2019). 
In the clustering process, we assembled a dataset comprising three nominal variables representing a revenue's category, sub-category, and the corresponding EI section. An ordinal variable assessed the revenue activities embeddedness level as external (1), integrated (2), or embedded (3). A fifth identifier variable tagged each revenue to a specific financial statement. This analysis computed the mean embeddedness score for each EI section, grouping sections by similarity in their scores. The resulting two clusters, Cluster 1 being EI with higher embeddedness and Cluster 2 being EI with lower embeddedness, delineate significantly distinct levels of embeddedness, providing a nuanced framework for quantifying EI embeddedness.

· insert Table 2 about here   -

Dependent variables
Organisations’ financial independence is operationalized through three variables, OIR₁, OIR₂, and OIR₃, reflecting actual Dutch policy “income standards” that capture different forms of independence from public funding, as defined by OCW and the Fund for Performing Arts (Loots, 2015; van der Horst et al., 2017). Irrespective of the specific metric that each subsidizer applied, we calculated three income standards for each organisation, because they provide distinct insights into various facets of an organisation’s financial independence. 
	The first standard is called “own-income ratio” (OIR₁) and is expressed as the percentage of own income (EI plus private contributions) relative to total income (FPA, 2014):[image: ]

It specifies the degree of an organisation’s reliance on its own income relative to total income. In other words, the metric expresses the percentage of income that organisations should make themselves, and how much public funding bodies would maximum contribute (Loots, 2015). 
The second standard is another “own-income ratio” (OIR₂), or the ratio of an organisation’s own income to its structural subsidies (FPA, 2014):[image: ]


The ratio indicates the degree of an organisation’s reliance on its own income relative to structural subsidies. 
The third standard is the “other income ratio” (OIR₃). It is calculated by subtracting the main structural subsidy (granted by FPA) from total income, divided by total income, times 100 for obtaining a percentage (FPA, 2014):[image: ]
 	

The metric represents the portion of an organisation’s income that comes from its own revenue-generating activities and other subsidies, excluding the main structural subsidy provided by FPA. In other words, it represents the maximum contribution that FPA would make. Because FPA organisations typically receive the largest share of their structural subsidies from FPA compared with other sources (van der Veen et al., 2018), the OIR₃ indicates the extent to which these organisations rely on this leading subsidy source. The formulation allows the OIR₃ to be calculated for any organisation, not only those structurally subsidized by FPA.

Independent Variables
Our independent variables reflect each earned income (EI) activity’s level of earned revenue embeddedness”. We operationalized three variables representing different measures of embeddedness. By assessing the portions of monetary amount with higher (Cluster 1) and lower embeddedness (Cluster 2), i.e. the variables Higher embeddedness EI amount and Lower embeddedness EI amount, we assess the impact of an absolute amount of money on an organisation’s financial independence, assuming the embeddedness level directly impacts financial independence. 
Moreover, as an addition to the original framework (Levine Daniel & Kim, 2018; Levine Daniel, 2021), we determine whether the relative importance of each EI portion impacts financial independence. We can do so by assessing the proportion of the portion with higher embeddedness, i.e. (Higher embeddedness EI amount / total EI) x 100%. We call this variable Higher embeddedness EI proportion. The higher embeddedness EI amount represents only a part of total EI, therefore its impact on financial independence might be more significant when it constitutes a larger proportion of total EI, even if its absolute value is small. To avoid multicollinearity issues, we did not consider a measure for lower embeddedness EI.  

Control variables
To account for potential confounding factors, we control for variables that may influence financial independence. 
Revenue concentration (RC), Equity ratio (ER), Management expense ratio (MER), and Operating margin (OM) (all ratio variables) are financial characteristics that can predict nonprofits’ financial vulnerability and, in turn, help nonprofits cope with financial distress (Despard et al., 2017; Trussel & Greenlee, 2004; Tuckman & Chang, 1991). According to the widely used model by Tuckman & Chang (1991), diversified revenue sources, adequate equity balances, sufficient management allocations, and positive operating margins contribute to an organisation’s financial stability by providing flexibility in the face of financial distress. Those controls also reflect nonprofits’ capacity of income deployment, which enhances financial independence. We follow Chikoto et al. (2015) and Trussel & Greenlee (2004) in measuring RC through the Herfindahl-Hirschman Index (HHI), with the formula: “sum of the total squared proportions of total revenue” (Chikoto et al., 2015, p.4), namely Σ (revenue activity / total income)² (Trussel & Greenlee, 2004). Measuring RC with the HHI index makes it possible to account for the number of income activities and thus reflects how homogeneously income is distributed across those various activities (Chikoto et al., 2015). We follow Trussel & Greenlee (2004) who calculate ER, MER, and OM as, respectively: equity / total revenues, management expenses / total expenses, and (revenues – expenses) / total revenues. 
Private contributions are included as a ratio of donations an organisation receives. 
In line with the metrics adopted by Dutch public authorities to assess quality (e.g., FPA, n.d.-b; AFK, 2016), Artistic quality is operationalized as an ordinal variable comprising six categories: “insufficient,” “weak,” “sufficient,” “more than sufficient,” “good,” and “very good”. Funding bodies have consistently used artistic quality as a “condition sine qua non” for subsidies (CfC, 2012, 2015, 2020; FPA, 2012, n.d.-a, n.d.-b, n.d.-c), with judging panels prioritizing it over other criteria (Loots, 2019). 
 We control for size, since larger organisations may have more capacity and resources to devote to multiple income streams. Relatedly, newer organisations may also lack the resources necessary to support diversified income streams (Chikoto-Schultz and Neely, 2016), so we control for age. Size is measured by total income, and age by years since foundation. 
Professionalization is assumed to help nonprofits generate revenues from a commercial origin and included as a ratio variable measured through the number of full-time employees (FTEs), similarly to Eikenberry & Kluver (2004) and Hwang & Powell (2009). 
We control for the differences between the subsidizing authorities with subsidizer as an ordinal variable with three categories: “OCW” (organisations subsidized by the national ministry of culture), “FPA” (organisations granted by the Funds for performing arts), and “other” (organisations that are subsidized, but not by OCW or FPA). We operationalized the variable relying on the logic that OCW grants the biggest amount, followed by FPA, and others. 
Organisation is an identifier nominal variable comprising each organisation's pseudonyms. Tables 3 and 4 present the variables’ summary statistics.


Model
The objective of this study is to model financial independence on the level of earned revenues mission-embeddedness. However, the distribution of the observations across the variables Organisation and Subsidizer was heterogeneous. Specifically, the number of financial statements per organisation varied, and these financial statements were drawn from different fiscal years and collected from three types of organisations: OCW, FPA, and others. To address this heterogeneity, we employed a mixed-effects model (Galecki & Burzykowsky, 2013), treating Organisation, and Subsidizer as random effects. The remaining independent variables (IVs) were treated as fixed effects due to their consistency across observations. 
We conducted the analysis in two stages. In the first stage, we performed univariable linear mixed-effects model to examine the relationship between each IV and each dependent variable (DV) OIR₁, OIR₂, and OIR₃ to identify potential IVs for the final multivariable models. Following Dahiru (2011), to minimize false negatives, IVs were included in multivariable regressions if they predicted DVs with a p-value less than 0.1. In the second stage, we applied multivariable linear mixed-effects models to the selected IVs for each DV (OIR₁, OIR₂, and OIR₃). We estimated three separate multivariable models, each with a single DV, corresponding to one of the three variables representing a specific facet of financial independence. The objective was to identify the most effective predictive model for each DV. The models were estimated using Maximum Likelihood Estimation, accounting for the heterogeneity by including the random-effects in the model (Verbeke & Molenberghs, 1997). Model selection was performed through a Stepwise selection process, using a p-value threshold of 0.05 The final model was selected based on the Akaike information criterion (AIC) values of different options. To assess model performance, we used marginal R squared (R²m) and conditional R squared (R²c) to quantify the explained variance. The Variance Inflation Factor (VIF) was employed to detect multicollinearity, and the intra-class correlation coefficient (ICC) was calculated to assess the heterogeneity's magnitude among the categories of Organisation and Subsidizer. Prior to conducting the regressions, we performed multiple imputation using the Classification and Regression Trees (CART) algorithm, which handles multicollinearity and supports all measurement scales (Van Buuren, 2018). All analyses were conducted using statistical program R language version 4.3.1. (R Core Team, 2023).
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Results 
Clustering 
To create the variable measuring the level of earned revenue embeddedness, we performed a hierarchical clustering analysis as described above. It led to the formation of two main clusters based on similarities in embeddedness levels. Cluster 1 (higher embeddedness EI) comprises audience, co-production, and other EI sections. It includes embedded and integrated earned revenues. Cluster 2 (lower embeddedness EI) comprises sponsor and indirect income sections. It encompasses embedded, integrated, and external earned revenues. As shown in Table 5, an independent sample t-test revealed that Cluster 1 had a significantly higher embeddedness (M = 2.47) compared to Cluster 2 (M = 1.43), t (257.84) = 16.766, p < 0.001, 95% CI [0.92 – 1.16] confirming that EI can be effectively divided into two distinct clusters according to their levels of embeddedness. 

· insert Table 5 about here   -

Multivariable linear mixed-effects regressions
To assess the impact of the level of earned revenue embeddedness on financial independence in Dutch dance organisations, we conducted multivariable mixed-effects linear regression analyses. Table 6 shows the results of the most predictive models for OIR₁, OIR₂, and OIR₃. Both the R2m and R2c and the ICC statistics justified using a mixed-effects model with Organisation and Subsidizer random intercepts. The R2m values were 0.16, 0.28, and 0.26 for the models predicting OIR₁, OIR₂, and OIR₃, respectively. The R2c values were 0.95, 0.93, and 0.85 for the models predicting OIR₁, OIR₂, and OIR₃, respectively. The considerable difference between R2c and R2m values highlights the importance of random intercepts in our model. The random intercepts, which account for most of the variance, demonstrate the significant impact of group-level variability in our data. The mixed-effects model captures the complexities that a simple fixed-effects model would overlook. Further, the ICC estimate for the random intercept Organisation was 0.86, 0.68, and 0.79, respectively, in the models predicting OIR₁, OIR₂, and OIR₃. The first model revealed high heterogeneity among organisations, while the last two models showed substantial heterogeneity. The ICC estimate for the random intercept Subsidizer was found to be 0.92, 0.87, and 0.59, respectively, in the models predicting OIR₁, OIR₂, and OIR₃. The first two models displayed high heterogeneity, while the last model displayed moderate heterogeneity. The moderate to high heterogeneity across all models supports our decision to adopt mixed-effects models with the Organisation and Subsidizer intercepts, which adequately capture the underlying variability. The VIF ranged between 1.03 and 1.95, i.e., not high enough to raise red flags concerning multicollinearity.
Higher embedded EI amount showed a positive association with OIR₁, b* = 0.05, SE = 0.01, t(97.69) = 3.57, p < 0.001, 95% CI [0.02, 0.08]. To provide an example, consider an organisation with an Higher embedded EI amount of €10,000 (the minimum Higher embedded EI amount in the dataset). If this company were to increase this amount by €50,000—a realistic and practical increment given that the median Higher embedded EI amount in our sample is €37,000—the OIR₁ would increase by 2.5%. This is a meaningful increase in the Dutch case, where percentages of OIR₁ between 12.5% and 25% were required. Hence, compared to organisations having higher EI with lower embeddedness, those generating higher EI with higher embeddedness do rely more on own-income and less on subsidies. Ultimately, a higher level of embeddedness has a beneficial significant impact; conversely, a lower level has no significant impact. 
Higher embeddedness EI proportion positively associated with OIR₂, b* = 1.04, SE = 0.42, t(80.13) = 2.45, p = 0.017, 95% CI [0.19, 1.88]. With every 1% increase in Higher embeddedness EI proportion, OIR₂ increases by 1.04 %. To provide an example, if an organisation increases its Higher embeddedness EI proportion from 62% (the minimum Higher embedded EI proportion in the dataset) to the median value of 95%, the OIR₂ would increase by approximately 34.32%. Therefore, compared to organisations with a higher proportion of EI with lower embeddedness, organisations with a higher EI proportion with higher embeddedness do rely more on self-generated income and less on structural subsidies.
RC associated negatively with all financial independence ratios: OIR₁, b* = -0.54, SE = 0.11, t(89.92) = -5.10, p < 0.001, 95% CI  [-0.75, -0.32]; OIR₂, b* = -1.03, SE = 0.46, t(75.40) = -2.23, p = 0.029, 95% CI [-1.95, -0.11]; OIR₃, b* = -0.70, SE = 0.11, t(84.88) = -6.33, p < 0.001, 95% CI [-0.92, -0.48]. Hence, revenue diversification predicts the three ratios favourably. 
MER associated negatively with all financial independence measures: OIR₁, b* = -0.30, SE= 0.14, t(72.62) = -2.07, p = 0.042, 95% CI [-0.58, -0.01]; OIR₂, b* = -3.73, SE = 0.71, t(86.86) = -5.25, p < 0.001, 95% CI [-5.15, -2.32]; OIR₃, b* = -0.81, SE = 0.17, t(86.35) = -4.68, p < 0.001, 95% CI [-1.16, -0.46]. 
ER associated negatively with OIR₂, b* = -0.78, SE = 0.34, t(89.02) = -2.26, p = 0.026, 95% CI [-1.45, -.09]. The results suggest that the higher the equity over total revenues, the higher the reliance on structural subsidies versus own-income.
OM associated negatively with OIR₁, b* = -0.22, p < 0.001, SE = 0.05, t(79.66) = -4.53, 95% CI [-0.32, -0.12]. 
Summarized, the results largely support the main hypothesis, which is confirmed in two models: Higher embedded EI amount and Higher embeddedness EI proportion positively and significantly associate respectively with OIR₁ and  OIR₂.

· insert Table 6 about here -


Discussion
In line with our aim to test the relationship between mission and money, the key takeaway of this paper is that the level of dance nonprofits’ revenue embeddedness is positively and significantly correlated with their financial independence from public funds. Previous studies provide mixed empirical evidence on the impact of nonprofit earned revenue activities; they can increase financial health but can also weaken the emphasis on organisations’ missions (Froelich, 1999; Hughes & Luksetich, 2004). With our paper, we subvert this idea. Like Mas-Machuca et al. (2023) and Foster & Bradach (2005), we demonstrate that dance organisations can achieve both their financial goals and artistic and social missions through EI activities. Specifically, our study indicates that dance nonprofits can lessen their reliance on state funding while achieving their core mission by organizing EI activities with higher embeddedness. 
Our results lead to four more observations. First, consistent with prior research on the benefits of diversified revenue structures (e.g., Tuckman & Chang, 1994), we find that revenue diversification is positively associated with all indicators of financial independence from public funding. Building on the framework developed by Tuckman & Chang (1991), which links diversification to financial stability and flexibility, our findings show that diversification is also associated with greater financial independence from public funding. We find that diversification allows Dutch dance nonprofits to rely less on subsidies in general, rely more on their own income versus structural subsidies, and depend less on their major structural subsidizer. This result suggests that dance nonprofits should explore multiple higher-embedded EI activities. 
Second, the management expense ratio is significantly and negatively associated with two of the income ratios. Therefore, our results plausibly suggest that higher proportions of management costs versus program costs signal dance nonprofits’ limited engagement in program revenue activities. Prioritizing management spending over spending for artistic and ancillary activities likely leads to low program-related income, fewer resources for new EI activities, and a greater dependence on subsidies. 
Third, the equity ratio is significantly and negatively associated with one own-income ratio (OIR₂). This may indicate that dance nonprofits receiving substantial structural subsidies may prioritize accumulating assets for long-term financial stability. However, such strategies may crowd-out the investment in new or existing EI activities, which limit revenue generation and reinforce their dependence on structural subsidies in the long run. As such, our study indicates that dance nonprofits must balance long-term financial stability on one side and invest in EI activities on the other. Thus, while an adequate equity ratio benefits financial health (Tuckman & Chang, 1991), it can hamper financial independence levels.     
Fourth, we find a significant negative association of operating margins with one own-income ratio (OIR₁). Positive operating margins suggest that nonprofits effectively manage their costs while producing revenues from their primary activities (Trussel & Greenlee, 2004), resulting in a lower likelihood of debt and a higher likelihood of functioning at break-even or profitable levels. 
However, despite their financial efficiency, Dutch dance nonprofits with relatively higher operating margins possess lower own-income ratios than organisations with lower operating margins. In other words, while a sizable operational margin can indicate financial health and efficiency, it does not always imply a higher proportion of self-generated income. Several organisations with higher operating margins may have prioritized cost reduction and fund-seeking activities over revenue generation. Whereas Tuckman & Chang (1991) suggest that nonprofits need positive operating margins to be financially stable and flexible in the face of financial distress, our results demonstrate that Dutch dance nonprofits with lower (including negative) operating margins are more financially independent from public funds. As such, our research indicates that even if operating margins positively correlate with financial stability and flexibility, they do not correlate with financial independence. Dance nonprofits must balance cost reduction and reliance on public funds on one side with investment and reliance on EI activities on the other. 

Implications
The present research has implications for practice and policy. First, Dutch dance nonprofits may be engaging in earned income (EI) activities that they believe are tied to their core mission but are not. Engaging in such EI activities may harm dance nonprofits’ financial independence, demonstrated by the correlation between the EI activities’ level of embeddedness and financial independence. By reinterpreting EI activities based on the earned revenue embeddedness framework, Dutch dance nonprofits can make more informed decisions about allocating resources for activities with higher embeddedness, with the promise of a beneficial and significant impact on their financial independence. Strategically prioritizing activities according to the framework, may lead organisations to phasing out or decreasing less promising activities, allocating resources efficiently and effectively, and increasing their financial self-sufficiency and impact. Such a recommendation is in line with the argument about nonprofits’ sustainability advanced by Foster & Bradach (2005). 
Second, EI with higher embeddedness is significantly and positively correlated with the two own-income ratios. If public funders wish organisations to be more financially independent from public funding (cf. Loots, 2015), they should reconsider how they instruct organisations to categorize EI. Sponsorship and other EI sections should not be regarded as direct income, to avoid organisations engaging in EI activities thinking that they are connected to their core mission while they are not. In addition, to make nonprofits more financially independent from state funding, those nonprofits with higher embeddedness could be incentivized or rewarded.
The subsidy allocation system for nonprofits can be paradoxical. Dutch funders prioritize financial self-sufficiency through income standards (Loots, 2015), while proposing an inaccurate EI categorization (Levine Daniel, 2021) that prevents more financial independence. Efficient allocation may lead to larger numbers of organisations benefiting from funding, and thus a more diverse cultural offering, particularly in a context of constrained public support for dance nonprofits.
Engagement in EI activities can be either reactive, due to subsidy cuts and policy constraints, or proactive, reflecting a deliberate strategy providing organisations with flexibility and control of their finances. Dutch dance nonprofits represent a mainly reactive scenario, but the insights are applicable also in proactive scenarios. However, organisations must avoid over-reliance on commercial revenue, as it can expose the organisation to market risk and legitimacy loss, thereby jeopardizing their survival (Gras & Mendoza-A barca, 2014, while revenue diversification may also entail higher accountability and administrative costs due to heterogeneous funder requirements (Froelich, 1999; Frumkin & Keating, 2011). 

Limitations
Like any study, ours has limitations. The population of Dutch dance nonprofits is limited, and in terms of data availability, less than half shared their financial statements publicly or privately. Financial statements from before 2011 were not available, those from the COVID-19 pandemic years were excluded because they would distort the analyses, and those from the 2021-2024 subsidy period were excluded due to temporary rules and exemptions that reduced comparability with regular funding periods (such as the suspension of standard own-income requirements).
Another limitation was the lack of information within the available data. We were only able to categorize the EI activities based on embeddedness for the statements in which specific EI activities were identifiable.  Further, while the monetary amounts corresponding to each EI section were known, the amounts for specific activities were not always specified, preventing the creation of three separate and discrete variables (embedded, integrated, and external activities) as proposed by the original framework. Therefore, we developed an alternative but equally robust approach to measure earned revenue embeddedness, detailed in the methodology section. 
Furthermore, all financial statements of organisations funded by OCW and FPA are audited according to national government regulation (FPA, 2014, 2015; OCW, n.d., 2017). However, we cannot be certain that the statements from organisations other than those structurally subsidized by either OCW or FPA (18% of our observations) are audited. Our findings should therefore be interpreted with this caveat in mind.
In addition to sample size and composition, the direction of causality may be wrongly assumed. Here we set up EI as the independent variable affecting greater financial independence from government funding. It could be that more EI leads to the government funding drop. However, though our study is cross-sectional, previous panel data supports the directionality of our hypothesis (Young et al., 2010).
A further challenge was that while the theory behind embeddedness is relatively precise, implementing the organisational technology (OT) and target market (TM) dimensions necessitated a categorization that could suffer from some subjectivity. One organisation’s external activity, like a cafe, may be integrated at another organisation if it is only available to the target market (e.g. located in a museum and only accessible by museum visitors). See Levine Daniel (2021) and Levine Daniel & Galasso (2019) for more detailed discussion on how to add organisation-specific precision when possible. More generally, the classification of EI activities may not be entirely consistent across organisations, as entities may interpret and allocate the same kinds of EI activities (e.g. rental of space) differently within the standardized EI sections; our coding accounted for this variation by assigning each EI activity kind across all sections where it appeared.
Lastly, we note that applying these findings may be easier for some organisations than others. For instance, organisations whose main programs or products are not ‘fan-favourites’ and difficult to monetize may be unable to adopt an embedded revenue logic in pursuit of financial sustainability.

Conclusion
We empirically demonstrate that the level of earned revenue embeddedness positively predicts the level of financial independence in dance nonprofits, hence contending that their social mission and financial objective can be compatible. Our study emphasizes the importance of distinguishing between different earned revenues in terms of their embeddedness. As a result, to achieve greater financial self-sufficiency, dance nonprofits should diversify their earned income (EI) activities by prioritizing higher embeddedness. Moreover, they must balance between fund-raising, administration tasks, building reserves, and cost limitations on one side and investing in EI activities on the other side, focusing sufficiently on the latter. Adopting the earned revenue embeddedness framework can aid dance organisations and public authorities to increase nonprofits’ financial independence while achieving their core mission. 
Our study underscores the predictive capacity of the earned revenue embeddedness framework. Particularly, we demonstrate that, next to proportions of EI with higher and lower embeddedness in monetary amounts, also proportions of EI with higher and lower embeddedness have predictive capacity. By adding a proportion variable we were able to find a significant impact on the OIR₂ measure of financial independence, explaining the relation between embeddedness and financial independence from structural subsidies.
This research contributes to the earned revenue embeddedness framework in other ways. Looking at the influence of the level of embeddedness on financial independence enriches prior studies that examine the separate effects of types of revenue embeddedness. Our method conceptualizes embeddedness as a continuum, as opposed to earlier research that used the embeddedness framework by operationalizing it through three separate and discrete variables (embedded, integrated, and external activities). We evaluate embeddedness on a gradient that goes from the least embedded (external) to the most embedded (embedded) activities.  Moreover, our work examines the influence of earned revenue embeddedness on financial independence, in comparison to earlier studies that examine its effect on donations (e.g. Levine Daniel, 2021) and attendance (e.g. Levine Daniel & Kim, 2018). We develop a method to overcome data limitations when applying the revenue embeddedness framework, and we bring it to a European context.
Second, we contribute to the nonprofit literature by introducing three indicators of financial independence based on Dutch income standards and demonstrating how they differently depend on EI embeddedness (with significant relationships between amount and OIR₁, and proportions and OIR₂). While OIR₁ serves as an alternative to the Dependency Ratio (Governmental Subsidies / Total Income), OIR₂ and OIR₃ can be applied alongside it, as well as in comparison with other common indicators of financial independence, such as the Self-Sufficiency Ratio (EI / Total Income) (Kingma, 1993; Zietlow et al., 2007).
Third, our study advances insights in dance nonprofits by refuting the assumed dichotomy between a mission-focus and a focus on money or markets. Focusing on artistic and social missions does not stand in the way of making money. Our study suggests how these organisations can become more financially independent from public funding by engaging in EI activities that are close to their core mission of creating and disseminating live performances, strengthening both mission and financial goal. The study advances theories of subsidy dependence and the mission–money dichotomy. Although context-specific, the findings suggest a broader empirical logic: if greater financial independence is achieved when earned-income activities are more embedded in the core mission, even in the most cost-disease-prone and least commercialisable art form, similar dynamics may also operate across other nonprofit arts sectors and national contexts, though with varying intensity. Our approach provides a conceptual, methodological, and analytical framework applicable to these contexts, thereby enabling analytical generalization of the relationship between earned-revenue embeddedness and financial independence.
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