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ABSTRACT
Small cultural museums play an important role in sustaining local heritage, community identity and inclusive cultural partic-
ipation, yet they face persistent financial and organisational constraints. This study examines how financial sustainability is 
achieved and maintained in three small cultural museums through a qualitative-led mixed-methods design. The quantitative 
component draws on audited financial data from three museums over a 6-year period, while the qualitative component is based 
on semistructured interviews with trustees and senior managers. The descriptive quantitative analysis indicates that donations, 
return on assets (ROA) and grants are associated with short-term financial viability, while financial outcomes remain volatile 
across time and organisations, highlighting fragile rather than stable financial conditions. The qualitative findings show that fi-
nancial sustainability is enacted through continuous adaptation, legitimacy-seeking practices and responses to chronic capacity 
constraints, rather than through balanced budgets alone. Drawing on institutional theory and resource dependence theory, the 
study develops a triadic framework linking short-term financial viability, organisational resilience and long-term sustainability. 
The findings demonstrate that accounting and governance practices function both as technical tools and symbolic performances, 
enabling resource access while masking underlying fragility. Sustainability is therefore conceptualised as a negotiated and pro-
cessual outcome, not a fixed financial metric. The study highlights implications for funders and regulators, particularly the need 
for flexible funding and capacity-sensitive accountability frameworks, within the context of small, resource-constrained cultural 
non-profits. By foregrounding the organisational work through which sustainability is enacted, this research contributes to non-
profit accounting and sustainability scholarship and offers a more context-sensitive understanding of financial sustainability in 
small cultural museums.

1   |   Introduction

Small cultural institutions including museums, heritage cen-
tres and arts organisations play an essential role in advancing 
sustainable development through the preservation of cultural 
heritage, inclusive participation and the strengthening of local 
identity and governance (Mairesse 2016; Cadelano et al. 2019; 
Klamer  2017). In this study, ‘small’ cultural organisations are 
understood as non-profit institutions characterised by limited 
permanent staff, modest and unstable annual budgets, high 
dependence on public grants and donations and the absence of 

fully professionalised financial and managerial infrastructures 
(Toepler 2006; Anheier 2014; Loach et al. 2017; Belfiore 2020). 
Although some museums may hold multimillion-value cul-
tural assets, these assets are typically nonliquid, restricted 
and unavailable for day-to-day operational financing; ac-
cordingly, institutional ‘smallness’ is conceptualised here in 
terms of operational and financial capacity rather than asset 
valuation, consistent with non-profit and cultural manage-
ment literature (Toepler  2006; Belfiore and Bennett  2008; 
Mairesse 2016; Anheier 2014). Collectively, these organisations 
intersect with broader sustainability agendas, including those 
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reflected in selected United Nations Sustainable Development 
Goals related to communities, work and institutions (Biswas 
et  al.  2021; Raissa et  al.  2021). Yet, despite their social value 
and long-term developmental significance, these organisa-
tions face intensifying challenges to their financial survival 
amid economic volatility, donor fatigue and retrenchment in 
public cultural funding (Toepler  2006; Belfiore  2020; Belfiore 
and Bennett  2008). Occupying a paradoxical space, they are 
mission-driven but structurally undercapitalised, expected to 
maintain transparency and accountability while lacking the 
operational and financial infrastructure to professionalise their 
systems (DiMaggio and Powell 1983; DiMaggio and Powell 2000; 
Carman 2010; Anheier 2014).

In this precarious landscape, the financial fragility of small cul-
tural museums constitutes not merely an organisational risk but 
a systemic threat to the achievement of broader sustainable de-
velopment goals (Tron et al. 2025; Liao et al. 2024; Gobbato 2024; 
Mar et al. 2025). As stewards of intangible cultural heritage and 
vital anchors of community cohesion, their erosion undermines 
society's collective capacity to sustain cultural continuity, foster 
inclusive civic participation and uphold principles of intergener-
ational equity all of which are foundational to the sustainability 
agenda (Mairesse 2016; Cadelano et al. 2019; Raissa et al. 2021; 
Biswas et al. 2021). The potential attrition of these institutions 
jeopardises the social infrastructure necessary for resilient, 
participatory and culturally rich communities. Although ac-
counting research has long addressed non-profit financial per-
formance, much of this literature remains centred on large, 
professionally managed organisations or macro-level sector 
analyses (Tuckman and Chang 1991; Prentice 2016; Greer 2021). 
These studies often rely on organisation financial metrics in-
cluding surplus ratios, liquidity scores or revenue concentration 
to evaluate organisational health. While analytically efficient, 
such measures abstract from the complex social, interpretive 
and relational work required to sustain operations in small, 
under-resourced institutions.

Emerging insights from the ESG and sustainability literature 
further expose the limitations of technical financial indicators 
in capturing the realities of organisational resilience and social 
value (Tron et al. 2025; Khan and Gupta 2023; Chen et al. 2025; 
Uyar et  al.  2023; Cuadrado-Ballesteros and Bisogno  2023). 
Building on this literature, the present study conceptualises fi-
nancial sustainability not as a static condition of solvency but 
as a dynamic process through which organisations maintain 
financial viability while developing resilience to persistent en-
vironmental and resource constraints. In this sense, sustain-
ability denotes the long-term capacity to continue delivering 
public cultural value, resilience refers to the ability to absorb, 
adapt to and recover from financial and institutional shocks, 
and financial viability captures the short-term sufficiency of 
resources required to sustain operations. These dimensions are 
analytically distinct yet mutually reinforcing, particularly in 
small non-profit settings, where financial fragility, adaptive ca-
pacity and long-term mission fulfilment are tightly interwoven 
(Ceptureanu et al. 2017; Plaisance 2024). Across both corporate 
and non-profit contexts, research shows that metrics such as cost 
of capital or default risk often fail to reveal how sustainability 
is performed and perceived (Postiglione et al. 2025; Koutoupis 
et al. 2025; Tron et al. 2025). Indeed, recent findings suggest that 

sustainability is not merely an accounting outcome but a nego-
tiated state shaped by stakeholder trust (Khan and Gupta 2023; 
Chen et al. 2025), institutional signalling (Uyar et al. 2023) and 
organisational responsiveness during crisis (Liao et  al.  2024). 
This highlights a critical gap in understanding how financial 
sustainability is enacted under persistent constraint, particu-
larly within institutions tasked with delivering public cultural 
value. Therefore, considering the above gap in the literature, this 
study seeks to answer the following question: How is financial 
sustainability achieved and maintained under persistent con-
straints in small cultural non-profit institutions, where such 
constraints consist of chronic funding instability, reliance on 
short-term and project-based grants, limited managerial and 
accounting capacity, sustained dependence on external stake-
holders and ongoing compliance and reporting pressures that 
collectively shape organisational decision-making over time?

To address this, the present study draws on institutional theory 
and resource dependence theory (RDT). While these theoreti-
cal perspectives stem from different logics institutional theory 
emphasising intrinsic pressures arising from norms, legiti-
macy expectations and taken-for-granted practices (Meyer and 
Rowan 1977; DiMaggio and Powell 1983), and RDT foreground-
ing extrinsic, contingent influences stemming from resource de-
pendencies and environmental uncertainty (Pfeffer and Salancik 
2015), their combination is analytically productive rather than 
contradictory, particularly for understanding organisational be-
haviour under persistent constraint (Oliver 1991). Institutional 
theory provides a lens to explore how organisations conform to 
prevailing norms including funder demands, audit expectations 
and reporting standards to maintain legitimacy in the eyes of ex-
ternal stakeholders (DiMaggio and Powell 1983; DiMaggio and 
Powell 2000; Meyer and Rowan 1977). For small cultural insti-
tutions, such symbolic compliance often substitutes for substan-
tive financial control, highlighting the performative dimensions 
of accounting in settings where capacity is limited (Ebrahim 
et al. 2014; Meyer and Rowan 1977; Power 1997; Lempert 2002; 
Mahmood and Uddin 2021; Kim et al. 2024). Complementarily, 
RDT accounts for how these organisations respond strategically 
to extrinsic pressures by actively managing dependence on un-
stable funding sources, negotiating relationships with donors 
and public authorities and adapting financial practices to shift-
ing resource environments. In this light, financial sustainability 
is not a stable or objective state but a fluid process of adaptation, 
improvisation and resilience-building, all crucial components of 
institutional sustainability and long-term developmental viabil-
ity (Ahrens and Khalifa 2015; Skelcher and Smith 2015; Hadida 
et  al.  2015; Ebrahim et  al.  2014). Together, these frameworks 
enable a deeper theorisation of sustainability as an enacted, con-
tingent and context-bound practice.

This study contributes to accounting and sustainability research 
in three keyways. First, it centres the lived realities of small 
cultural museums, an under-represented but essential domain 
in the pursuit of sustainable development. Second, while the 
study is situated within global sustainability debates, it deliber-
ately focuses on small cultural museums in London, a context 
characterised by high operational costs, intense competition for 
public and philanthropic funding and strong institutional and 
accountability pressures. London was selected because it rep-
resents a critical and information-rich setting in which global 
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sustainability challenges are acutely concentrated, allowing for 
in-depth examination of how small cultural institutions navi-
gate financial sustainability under persistent constraints. Third, 
it introduces a dual-theoretical framework that reconceptualises 
financial sustainability as a socially and institutionally embed-
ded practice, rather than a metric. By combining financial anal-
ysis with qualitative evidence, the study reveals how financial 
governance in resource-poor cultural organisations shapes—
and is shaped by—broader sustainability dynamics. These in-
sights offer important implications for funders, policymakers 
and civil society actors seeking to foster inclusive, resilient and 
culturally sustainable futures.

2   |   Theoretical Background

2.1   |   Conceptualising Financial Sustainability in 
Small Cultural Museums

Small cultural museums operate in organisational environments 
characterised by fragmented income streams, intermittent pub-
lic and philanthropic funding and escalating accountability and 
reporting demands (Toepler 2006; Belfiore 2020; DCMS 2021). 
These conditions generate persistent tension between the need 
to secure financial resources and the need to conform to exter-
nal norms of professionalism, transparency and performance. 
As a result, financial sustainability cannot be understood solely 
through aggregate financial outcomes but must be examined 
as an organisational process shaped by how financial prac-
tices, governance routines and external expectations interact 
over time.

In this context, accounting and reporting practices assume a 
dual role. On the one hand, they function as technical mecha-
nisms for monitoring short-term financial viability, including li-
quidity management and income sufficiency (Prentice 2016). On 
the other hand, they operate as symbolic devices through which 
organisations signal legitimacy to funders, regulators and over-
sight bodies, often under conditions of limited internal capacity 
(Meyer and Rowan 1977; DiMaggio and Powell 1983). The in-
creasing formalisation of grant regimes and performance-based 
funding has intensified these pressures, frequently requiring 
small organisations to adopt governance and reporting struc-
tures modelled on larger institutions (Belfiore and Bennett 2008; 
Toepler 2006).

These dynamics foreground the analytical distinction between 
financial viability, organisational resilience and financial sus-
tainability. While viability concerns short-term adequacy of 
resources (Tuckman and Chang  1991; Prentice  2016), and re-
silience captures adaptive responses to episodic financial and 
institutional shocks (Ahrens and Khalifa  2015; Skelcher and 
Smith 2015), sustainability refers to the longer term capacity to 
maintain mission-critical operations under persistent constraint 
(Ceptureanu et al. 2017; Plaisance 2024). Importantly, these di-
mensions are interdependent rather than sequential: Efforts to 
signal viability may draw on limited organisational capacity, 
while adaptive strategies aimed at resilience may simultane-
ously reinforce or undermine perceptions of legitimacy (Meyer 
and Rowan 1977; Oliver 1991; Ebrahim et al. 2014). Financial 
sustainability thus emerges not as a stable condition, but as a 

negotiated and contingent outcome, continually reproduced 
through organisational practice.

2.2   |   Institutional Theory

Institutional theory provides a foundational lens to explore how 
organisations adopt certain structures and practices in order 
to conform to the legitimating norms of their environment 
(Meyer and Rowan 1977; DiMaggio and Powell 1983; DiMaggio 
and Powell 2000; Greenwood et al. 2014). Rooted in the work 
of Meyer and Rowan  (1977), the theory posits that organisa-
tional forms are not merely efficiency-driven but often reflect 
pressures for institutional conformity. Particularly in the non-
profit and cultural sectors, where success is rarely defined by 
profit maximisation, legitimacy becomes a critical resource, one 
that can be accessed through the adoption of recognisable, stan-
dardised and sanctioned financial practices.

This theoretical perspective is especially relevant to the research 
question of how financial sustainability is achieved and main-
tained under persistent constraints in small cultural non-profit 
museums. These organisations often operate with limited re-
sources yet face growing pressure to demonstrate accountability 
and professionalism to funders, regulators and their communi-
ties. From an institutional perspective, financial sustainability 
is shaped not only by resource availability but by the organisa-
tion's ability to conform to and perform legitimacy through ac-
cepted accounting, governance and reporting practices (Meyer 
and Rowan  1977; DiMaggio and Powell  1983). Institutional 
theory helps explain why museums adopt practices such as pol-
ished financial reports, reserves policies or strategic plans even 
when these are only loosely coupled with operational realities. 
By doing so, they symbolically align themselves with sector-
wide norms of legitimacy, thereby maintaining access to fund-
ing streams and reputational credibility (Power 1997; Ebrahim 
et al. 2014).

DiMaggio and Powell's  (1983) concept of institutional isomor-
phism is particularly salient: under-resourced museums imitate 
the structures and reporting practices of larger, better resourced 
institutions to enhance their credibility and secure contin-
ued support. As seen in recent ESG literature (e.g., Khan and 
Gupta 2023; Uyar et al. 2023), such practices are not unique to 
the non-profit realm but reflect a broader pattern where sustain-
ability is as much about image management and trust-building 
as it is about operational capability. Accordingly, institutional 
theory clarifies one central mechanism of the research question: 
how legitimacy-seeking through accounting and governance 
practices enables organisations to sustain themselves finan-
cially despite structural weakness.

2.3   |   RDT

While institutional theory accounts for conformity and le-
gitimacy, RDT offers a complementary perspective that fore-
grounds organisational agency under constraint. Developed 
by Pfeffer and Salancik (2015), RDT asserts that organisational 
survival depends on the ability to manage dependencies on ex-
ternal resource holders. It places analytical emphasis on power 
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dynamics, strategic manoeuvring and environmental respon-
siveness—all of which are critical for understanding how small 
institutions navigate volatile funding ecologies.

Unlike large entities that may absorb shocks through reserves 
or diversification, small cultural museums face dispropor-
tionate exposure to funding disruptions (Belfiore  2020; Loach 
et  al.  2017; Brown  2019; Cerquetti et  al.  2024; Gobbato  2024; 
DCMS  2021). RDT directly addresses the research question 
by explaining how financial sustainability is pursued through 
active strategies to manage dependence on unstable and frag-
mented funding sources. RDT helps explain how these organisa-
tions respond: by forming tactical alliances, reconfiguring their 
missions or reframing outputs in funder-friendly language. As 
shown in recent ESG-related studies (Ahmed et al. 2024; Rjoub 
et al. 2024), these behaviours are not mere acts of compliance, 
but strategic acts of survival aimed at retaining autonomy while 
appearing funder aligned.

Moreover, RDT highlights the intentional adaptation of organi-
sational identity and operations in order to mitigate risk (Pfeffer 
and Salancik 2015; Hillman et al. 2009; Froelich 1999). For ex-
ample, institutions may recruit board members with financial 
credentials, expand programming to appeal to broader donor 
bases or seek ESG-style validation through certifications and 
third-party endorsements. These practices illuminate how fi-
nancial sustainability is negotiated through ongoing trade-offs 
between resource acquisition, organisational autonomy and 
mission integrity.

2.4   |   Integrating Institutional Theory and RDT

Institutional theory and RDT are treated here as complemen-
tary rather than competing perspectives. Institutional confor-
mity often conditions access to critical external resources, while 
resource dependence intensifies pressure to conform visibly to 
recognised norms. More specifically, legitimacy-seeking prac-
tices can be understood as mechanisms through which organ-
isations secure and stabilise access to external resources, while 
patterns of resource dependence shape both the intensity and 
form of such legitimacy-seeking behaviours. In this sense, insti-
tutional conformity is not only a response to normative pressure 
but also a strategic adaptation conditioned by resource vulner-
ability, creating a relationship in which legitimacy enables re-
source access, and resource dependence reinforces the need for 
continued legitimacy performance. Accounting and governance 
practices therefore operate simultaneously as legitimating sig-
nals and strategic survival tools, even as they absorb scarce or-
ganisational capacity.

This interaction provides the theoretical foundation for the 
study's triadic framework, in which short-term financial via-
bility, organisational resilience and long-term sustainability are 
understood as dynamically interrelated. Institutional theory 
explains how legitimacy-seeking practices shape perceptions 
of viability, RDT explains how organisations strategically adapt 
to resource dependence and their interaction explains how sus-
tainability emerges over time as a provisional and negotiated 
equilibrium.

Building on this synthesis, the study develops empirically 
grounded expectations rather than formal hypotheses. 
Specifically, heightened legitimacy pressures are expected to 
increase emphasis on formal accounting and governance prac-
tices, while greater funding volatility is expected to intensify 
adaptive strategies aimed at enhancing resilience. Crucially, 
these dynamics are expected to coevolve, such that conformity 
both enables and constrains strategic responses to resource de-
pendence. These expectations guide the empirical analysis that 
follows.

3   |   Methodology and Research Design

This study adopts a qualitative-led mixed-methods design, 
in which a descriptive quantitative analysis is followed by an 
in-depth qualitative inquiry. The quantitative component pro-
vides a structured overview of financial patterns across small 
cultural museums, while the qualitative interviews are used to 
interpret and theorise these patterns through institutional the-
ory and RDT. The two components are analytically connected, 
with the qualitative phase designed to contextualise and ex-
plain the quantitative patterns rather than to independently 
generate or statistically test a formal model. Figure  1 shows 
qualitative-led mixed-methods design illustrating how descrip-
tive quantitative analysis informs qualitative inquiry and inte-
grated theoretical interpretation through institutional theory 
and RDT.

The research unfolds across three phases.

FIGURE 1    |    Qualitative-led mixed-methods research design.
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3.1   |   Phase 1 (Descriptive Quantitative Analysis)

The first phase documents key financial patterns related to 
short-term financial viability using longitudinal financial data 
from the participating museums. Given the small number of or-
ganisations and observations, the quantitative analysis is explic-
itly descriptive rather than inferential. Its purpose is to identify 
salient financial configurations and trajectories that motivate 
and inform the qualitative inquiry. While exploratory regres-
sion models were estimated to examine potential associations 
between key financial variables, these models are not used for 
hypothesis testing or causal inference due to data limitations. 
Instead, they serve a supplementary, illustrative role and are re-
ported separately in Appendix S1 to enhance transparency re-
garding the analytical approach.

3.2   |   Phase 2 (Qualitative Inquiry)

In the second phase, trustees and senior managers from the 
same museums were engaged through purposive sampling. 
Qualitative data were collected through semistructured inter-
views guided by an interview protocol focusing on financial 
decision-making, funding relationships, governance practices 
and responses to resource uncertainty. Interviews lasted ap-
proximately 45–60 min and were conducted either in person or 
online. All participants provided informed consent, were as-
sured anonymity and were informed of their right to withdraw 
at any stage. The study adhered to standard ethical guidelines 
for social science research. Interview questions explored how 
donation strategies are developed, how assets are utilised (shap-
ing operational performance) and how organisational size in-
fluences capacity, risk appetite and reserve practices. Thematic 
coding was used to surface organisational mechanisms such as 
donor cultivation practices, governance routines and scaling 
constraints and to construct narratives that help explain the 
quantitative patterns.

3.3   |   Phase 3 (Integration)

In the final phase, quantitative and qualitative findings were 
integrated at the interpretation stage using joint displays and 
meta-inferences. Descriptive financial patterns identified in 
Phase 1 were contextualised through trustees' and managers' 
narratives, allowing financial indicators to be linked to organi-
sational practices and decision-making processes. Triangulation 
across data sources, attention to negative cases and validation of 
key themes enhanced analytical credibility.

3.4   |   Phase 1: Descriptive Quantitative Analysis

To document financial patterns relevant to financial viability 
in small cultural institutions, a longitudinal dataset was con-
structed using audited financial statements from three char-
itable museums covering the period 2019–2024. Data were 
compiled from publicly available annual reports and analysed 
using EViews 13 (Brooks  2014). Given the limited number 
of observations, the analysis is not intended to support statis-
tical inference or causal interpretation. Instead, it provides a 

descriptive account of financial structures and trends within a 
rarely observed organisational population.

3.4.1   |   Variables and Measurement

Variables were selected based on established non-profit financial 
literature and adapted to the specific context of cultural organ-
isations. Following Prentice (2016), the financial sustainability 
score (FSS) used in this study does not capture sustainability in 
a substantive or long-term sense. Rather, it is interpreted as an 
indicator of short-term financial viability, reflecting an organi-
sation's immediate financial health and capacity to meet oper-
ational obligations. Sustainability itself is treated as a broader, 
processual outcome interpreted through the combined quantita-
tive and qualitative analyses.

Donations (DOR) were measured as total donations divided 
by total income, capturing reliance on voluntary contributions 
(Greer  2021). Return on assets (ROA) was calculated as net 
income divided by total assets and is commonly used in non-
profit finance to assess how efficiently resources are deployed 
(Williams 2023). Legacies (LER) were operationalised as legacy 
income as a proportion of total income, reflecting the irregular 
but potentially significant role of bequests in non-profit finances 
(Chen et al. 2025). Grants (GTR) were measured as grant income 
divided by total income, indicating dependence on public or in-
stitutional funders (Ahmed et al. 2024). Leverage (LV) was cal-
culated as total liabilities over total assets, capturing exposure 
to financial risk (Liao et al. 2024). Size (ln_TA) was measured 
as the natural logarithm of total assets. While some museums 
report relatively high asset values due to heritage buildings 
and collections, these assets are largely illiquid; organisational 
‘smallness’ is therefore understood in terms of staffing levels, 
operating budgets and financial flexibility rather than asset val-
uation alone (Tron et al. 2025). Table 1 clarifies the operationali-
sation, calculation and interpretation of all variables used in the 
quantitative analysis. It specifies how each financial indicator 
is constructed from audited financial statements, the scale on 
which it is reported and its analytical role within the study.

3.4.2   |   Patterns and Financial Context

Rather than emphasising coefficient magnitudes or statistical 
significance, the quantitative analysis focuses on descriptive 
patterns evident in Table 2 across organisations and over time. 
The descriptive statistics reveal substantial volatility and asym-
metry in key financial variables. FSS varies widely (min = 0.48; 
max = 1.58), indicating pronounced fluctuations in short-term fi-
nancial health across museum-years. Revenue composition vari-
ables display particularly high dispersion and non-normality: 
DOR, LER and GTR exhibit strong positive skewness and ele-
vated kurtosis, reflecting episodic and irregular income streams 
characteristic of small cultural charities.

Operational performance, measured by ROA, spans from sub-
stantial losses to moderate surpluses (−0.81 to 0.44) and shows 
pronounced left skewness and kurtosis, highlighting periods of 
financial stress alongside short-term recovery. Although asset 
size is relatively stable in logged terms, the presence of negative 
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kurtosis suggests uneven scaling effects rather than smooth 
growth. Overall, the descriptive evidence points to structurally 
fragile and uneven financial conditions, marked by volatility, 
income concentration and short-term shocks. These patterns 
do not constitute evidence of causal relationships; instead, they 
identify financially salient dynamics such as dependence on vol-
atile income sources and fluctuating operational performance 

that motivate and warrant deeper qualitative exploration. To 
ensure transparency, exploratory regression models and cor-
relation matrices are reported in Appendix  S1 as illustrative 
material. The quantitative analysis functions as an empirical 
anchor for the qualitative inquiry. Institutional theory and RDT 
are not embedded in the statistical specification itself but are 
mobilised in the qualitative phase to explain how the observed 

TABLE 1    |    Variable definitions and measurement.

Variable Definition
Measurement/

calculation Unit/scale Interpretation

FSS Financial sustainability score Composite index based 
on surplus margin 

and reserve months

Index (dimensionless) Proxy for short-term 
financial viability, 

not long-term 
sustainability 

(Prentice 2016)

DOR Donor revenue ratio Total donations ÷ total 
income

Proportion (0–1) Degree of 
dependence 
on voluntary 
contributions

ROA Return on assets Net income ÷ total 
assets

Ratio Efficiency of asset 
use in generating 
operating results

LER Legacy income ratio Legacy/bequest 
income ÷ total income

Proportion (0–1) Exposure to 
irregular, one-off 
income streams

GTR Grant revenue ratio Grant income ÷ total 
income

Proportion (0–1) Dependence 
on public or 

institutional funding

LV Leverage Total liabilities ÷ total 
assets

Ratio Financial risk 
exposure and 
debt reliance

Size (ln_TA) Organisational size Natural logarithm 
of total assets

Log units (assets in millions) Scale proxy; 
assets largely 

illiquid (buildings/
collections), not 

operational capacity

Note: Asset values reported for museums primarily reflect heritage buildings and collections, which are largely illiquid. Accordingly, organisational ‘smallness’ in this 
study is defined by staffing levels, operating budgets and financial flexibility rather than asset valuation alone.

TABLE 2    |    Descriptive statistics.

Var Min Max Mean Std. deviation

Skewness Kurtosis

Stat Std. error Stat Std. error

FSS 0.48 1.58 0.989 0.358 0.281 0.637 −0.776 1.232

DOR 0.02 0.64 0.183 0.209 1.645 0.637 1.643 1.232

ROA −0.81 0.44 −0.03 0.296 −1.441 0.637 4.654 1.232

Size 12.32 14.32 13.341 0.752 0.28 0.637 −1.55 1.232

LER 0 0.47 0.053 0.132 3.35 0.637 11.407 1.232

GTR 0 0.82 0.151 0.256 2.013 0.637 3.79 1.232

LV 0.01 0.29 0.116 0.102 0.612 0.637 −0.919 1.232

Note: Panel dataset constructed from audited financial statements of three charitable museums, 2019–2024 (six fiscal years).
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7Business Strategy and the Environment, 2026

financial patterns are produced, sustained and negotiated in or-
ganisational practice.

3.5   |   Phase 2 (Qualitative Approach): Exploring 
Embedded Experiences of Financial Sustainability

To explore how financial sustainability is constructed, expe-
rienced and enacted within small cultural institutions, this 
study employed a qualitative inquiry using semistructured 
interviews with trustees, financial officers and senior oper-
ational leads. This qualitative component was designed to 
complement and contextualise the quantitative analysis by 
illuminating the organisational narratives, behavioural ad-
aptations and structural tensions underpinning financial 
performance metrics (Silverman and Marvasti 2008). In line 
with calls to move beyond positivist accounts of accounting 
in the non-profit sector (Ebrahim 2003; Jacobs 2005), this ap-
proach enabled an interpretive understanding of how actors 
within financially constrained settings navigate and perform 
sustainability.

The study focused on three formally registered charitable 
cultural museums in the United Kingdom, selected through 
purposive sampling to capture variation in scale, income 
structure and governance maturity (Patton  2014; Fossey 
et al. 2002). Museums were selected based on three criteria: 
(1) classification as small cultural non-profit institutions in 
terms of staffing levels and operating budgets; (2) availability of 
consistent multi-year financial data to support the quantitative 
analysis; and (3) exposure to persistent funding constraints, 
including reliance on public grants and donations. Practical 
accessibility facilitated access to interviewees, but it was not 
the sole basis for case selection. All three organisations oper-
ated under conditions of chronic resource constraint, relied 
heavily on volunteer engagement and maintained mission-
centred programming in heritage preservation, music educa-
tion or community arts. Access to participants was facilitated 
through institutional gatekeepers, a necessary step given the 
sensitivity of financial disclosure and the reputational vul-
nerability of small museums (Holloway and Galvin  2023). 
Securing interviews proved challenging, as potential partic-
ipants expressed hesitation about sharing candid reflections 
on institutional finances and governance under uncertainty. 
This reinforces prior observations that qualitative access in 
the third sector often hinges on trust, institutional openness 
and the researcher's ability to navigate informal networks 
(Macmillan 2011; Bryman 2016). Ultimately, interviews were 
conducted with four senior figures across three institutions 
specifically the chair of the board of trustees and the treasurer 
at both the Musical Museum and the Landmark Arts Centre 
(Table 3). Participants were selected for their direct involve-
ment in financial strategy, governance oversight and external 
engagement, reflecting the embedded expertise necessary to 
interrogate institutional responses to funding pressures and 
accountability demands. Given the qualitative sample size, 
the interviews are not intended to generate a generalisable 
model but to offer analytical depth and theoretical insight into 
the mechanisms underlying financial sustainability in prac-
tice (Patton  2014; Robert  2013). In line with qualitative re-
search conventions, a small number of information-rich cases T
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8 Business Strategy and the Environment, 2026

is appropriate for exploratory analysis where the objective is 
to theorise mechanisms and processes rather than estimate 
population parameters. The interviews provide sufficient em-
pirical depth to interpret the quantitative patterns through in-
stitutional and resource dependence lenses (Eisenhardt 1989; 
Ahrens and Chapman 2006; Creswell and Clark 2017).

Qualitative data were analysed using a multistage, abductively 
informed coding process (Timmermans and Tavory 2012), com-
bining open, axial and thematic techniques rooted in qualita-
tive content analysis (Graneheim et al. 2017). In the first phase, 
open coding generated first-order categories directly from 
participant language, capturing lived experiences of funding 
precarity, grant conditionality, legacy unpredictability, sym-
bolic governance practices and the hidden labour involved in 
sustaining community engagement. In the second stage, these 
first-order codes were clustered into second-order themes, such 
as entrepreneurial improvisation, professionalisation of finan-
cial control and negotiated autonomy. Through axial coding and 
theoretical integration, three aggregate dimensions emerged: 
strategic adaptation to resource constraints, institutional legit-
imacy and professionalisation and structural and capacity lim-
itations (Figure 2). To enhance analytical reliability and validity, 
coding decisions were iteratively reviewed and refined, with 
emerging themes cross-checked against the data to ensure con-
sistency and interpretive coherence. In addition, triangulation 
with financial documents and interview narratives was used to 
validate key themes and reduce potential researcher bias. These 
dimensions reflect the entangled pressures that small cultural 
museums must navigate symbolic compliance with institutional 
norms and strategic manoeuvring within volatile funding ecol-
ogies. Institutional theory (Meyer and Rowan 1977; DiMaggio 
and Powell  1983; DiMaggio and Powell  2000) informed the 

interpretation of legitimacy-seeking behaviours, particularly 
in the performative adoption of financial planning tools, ESG-
style disclosures and governance policies. RDT (Pfeffer and 
Salancik  2015) offered a complementary lens, framing the re-
lational and strategic work involved in income diversification, 
donor cultivation and grant acquisition in environments marked 
by asymmetrical power and conditional support (Froelich 1999; 
Mahmood and Uddin 2021; Kim et al. 2024).

To enhance validity, triangulation was employed through cross-
referencing interview themes with financial statements, bud-
gets and governance documents analysed in the quantitative 
component. This integrated design enabled the identification 
of consistencies and contradictions between narrative accounts 
and formal financial data, offering a more nuanced and criti-
cal perspective on how financial sustainability is both discur-
sively constructed and materially negotiated. This dual-method 
approach deepens our understanding of accounting not merely 
as a technical artefact but as a situated, contested and adaptive 
practice within non-profit institutional life.

3.5.1   |   Findings

The interview data revealed a layered and often paradoxical 
understanding of financial sustainability within small cultural 
institutions. Participants oscillated between narratives of re-
silience and fragility, adaptability and compliance, creativity 
and constraint. Three interrelated dimensions emerged from 
the coding process. These dimensions do not stand alone; they 
intersect and reinforce one another, forming what several re-
spondents described as a ‘tightrope walk’ between survival and 
self-presentation.

FIGURE 2    |    Data structure.
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9Business Strategy and the Environment, 2026

3.5.2   |   Strategic Adaptation to Resource Constraints

Across all three institutions, participants articulated a shared 
imperative to ‘get creative with funding’. This involved a pro-
liferation of activities outside their core cultural mission: silent 
cinemas, craft fairs, beer festivals and renting out gallery space 
for private events driven not by mission expansion but by neces-
sity. Respondents consistently framed these activities as reactive 
responses to short-term financial pressure rather than as delib-
erate strategic diversification.

This qualitative emphasis on opportunistic income generation 
aligns with the descriptive quantitative patterns reported in 
Table 2, which show high dispersion and skewness in donation, 
legacy and grant income, indicating episodic and unpredictable 
revenue streams. Rather than smoothing financial risk, these 
revenue sources appeared to amplify volatility, reinforcing a 
cycle of continual adjustment.

We've had to think like entrepreneurs not by choice, 
but to keep the lights on. Ticketed events, cinema 
nights, even weddings. It's not why we exist, but it's 
why we continue to exist. 

(R1)

These adaptations were rarely framed as part of long-term 
strategy. Rather, they reflected a short-term, opportunity-
driven approach what R4 called ‘patchwork financing’. There 
was a tacit awareness that these efforts stretched organisa-
tional capacity thin and occasionally diluted cultural identity. 
Participants expressed ambivalence towards these practices, 
recognising them as necessary but potentially corrosive to in-
stitutional purpose.

Such short-termism helps contextualise the volatility observed 
in short-term FSS, which fluctuate markedly across museum-
years rather than displaying sustained stability (Table  2). 
Financial viability was thus described as something to be con-
tinually ‘patched together’ rather than planned for.

Sometimes I worry we're becoming more venue than 
museum. But if a wedding pays our insurance bill, it's 
a decision we have to live with. 

(R2)

Simultaneously, participants described efforts to reduce de-
pendence on major funders by cultivating alternative revenue 
relationships local businesses, supermarkets and individual do-
nors. Yet these sources were also unstable, described variously 
as ‘transactional’, ‘unpredictable’ or ‘PR-driven’. Such relation-
ships were often perceived as symbolic gestures of community 
engagement rather than reliable financial anchors.

This mirrors the descriptive evidence of concentrated and irreg-
ular income composition, reinforcing the interpretation of fi-
nancial viability as contingent rather than structurally secured. 
Interviewees' accounts provide insight into how these quantita-
tive patterns are produced through continual experimentation 
with uncertain revenue channels.

We got a grant from a supermarket's community 
scheme great photo-op, but it barely covered our 
volunteer expenses for the month. 

(R3)

This illustrates an organisational field in which resource pur-
suit is relentless but rarely transformative, echoing broader cri-
tiques of non-profit financial precarity and strategic exhaustion. 
Adaptation, while inventive, functioned more as a survival tac-
tic than a pathway to long-term sustainability.

3.5.3   |   Institutional Legitimacy Through 
Professionalisation

Even as organisations stretched to remain viable, they were 
equally engaged in efforts to appear viable, a distinction not 
lost on interviewees. A recurring theme was the performance 
of professionalism to funders, regulators and even to their own 
boards. Participants described legitimacy as something actively 
constructed and maintained through visible compliance rather 
than derived from underlying financial strength.

This performative emphasis on polished reporting and for-
mal governance practices provides a qualitative explanation 
for why conventional financial indicators alone offer a limited 
picture of sustainability, despite their prominence in external 
assessments (Table  2). Accounting practices were frequently 
discussed as symbolic artefacts aimed at reassuring external 
audiences.

It's a bit of a show, to be honest. The reports look 
polished, the numbers look tidy but that's evenings 
and weekends from unpaid volunteers trying to guess 
what the Charity Commission wants to see. 

(R4)

Other respondents emphasised the symbolic value of account-
ing practices such as reserves policies, impact metrics and stra-
tegic plans, which were produced primarily to satisfy external 
expectations rather than to guide internal decisions. These 
documents often existed independently of day-to-day financial 
management.

These practices help explain why financial viability may appear 
stable in certain periods despite underlying capacity constraints, 
as reflected in the uneven distribution of liquidity-related indi-
cators in the descriptive data. Stability on paper thus coexisted 
with operational fragility in practice.

We maintain a reserves policy that reads very well on 
paper. In practice, our reserves are what's left after 
paying the electricity. 

(R2)

This form of symbolic compliance was deeply entangled with anx-
iety about legitimacy. Interviewees described funders as ‘bench-
marking’ governance maturity against norms designed for much 
larger institutions. In response, they borrowed language and 
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10 Business Strategy and the Environment, 2026

formats from sector exemplars to ‘look like we belong’. Imitation 
was framed as a defensive strategy rather than an aspirational one.

The funder wanted a theory of change. We didn't have 
one. So we looked up what the Tate used, swapped in 
our mission, and submitted that. 

(R3)

Digital communication was also adopted strategically to signal 
modernity and responsiveness, though often without supporting 
internal capacity. Online presence functioned as a reputational 
signal rather than a reflection of organisational capability.

We launched an Instagram strategy. By ‘strategy’ I 
mean we got a volunteer who knows Canva to post 
flyers with hashtags. It looks slick, but it's not capacity 
it's cosmetics. 

(R1)

This tension between appearance and operational reality high-
lights how financial and governance practices function simul-
taneously as survival mechanisms and symbolic performances. 
Legitimacy, in this sense, was continually negotiated under 
constraint.

3.5.4   |   Embedded Structural and Capacity Limitations

Beneath adaptive efforts and performative routines lie chronic 
capacity constraints that limit the extent to which either can be 
sustained. All three institutions were structurally reliant on vol-
unteers, with professional staff either absent or stretched across 
multiple roles. Capacity constraints were described not as tem-
porary challenges but as enduring structural conditions.

These structural limitations offer qualitative insight into the un-
even relationship between organisational scale and short-term 
financial viability observed in the descriptive analysis, where 
greater asset size does not consistently translate into stronger 
financial outcomes (Table  2). Interviewees repeatedly empha-
sised that asset holdings offered little protection against opera-
tional vulnerability.

Our finance function is three trustees with Excel. 
There's no one to run scenario planning or sensitivity 
analysis. 

(R3)

While this reliance enabled low-cost delivery, it introduced in-
stability and risk. Volunteers lacked continuity, specialist skills 
and time. Institutions often masked these weaknesses through 
polished reporting, but internally, the gaps were widely ac-
knowledged. This masking reinforced the disjunction between 
external perceptions and internal realities.

We had a grant and no finance officer to manage it. 
It was held by a volunteer who used to be a teacher. 

(R2)

Respondents consistently noted that increasing reporting de-
mands were not accompanied by capacity-building support. 
Compliance expectations thus intensified pressure without 
strengthening organisational infrastructure.

This helps explain why financial resilience remains fragile de-
spite formal compliance with governance norms, reinforcing the 
interpretation of sustainability as a negotiated and contingent 
process rather than a stable financial condition.

We're expected to meet the same reporting standards 
as the National Gallery but on zero salaried staff. 

(R4)

These embedded constraints limit both strategic adaptation and 
legitimacy performance. What appears externally as resilience 
often masks a fragile equilibrium sustained by informal labour 
and institutional reputation. Survival, in this context, is contin-
uously earned rather than secured.

While each of these dimensions is analytically distinct, they 
are functionally intertwined. The need to project legitimacy 
intensifies pressure to adopt symbolic governance practices, 
which in turn drain limited resources and exacerbate struc-
tural vulnerabilities. Adaptive strategies, though inventive, 
are constrained by volunteer capacity and the managerial 
bandwidth needed to orchestrate them. Participants reflected 
on this cyclical dynamic with ambivalence, proud of their in-
stitution's survival but sceptical about the cost. This tension 
between the need to survive and the need to appear strate-
gically composed frames much of the financial behaviour 
observed in these institutions. Their practices are simultane-
ously pragmatic, performative and precarious, shaped by both 
structural necessity and institutional expectation.

3.5.5   |   Synthesis and Integrative Framework

Taken together, the findings of this study indicate that fi-
nancial sustainability in small cultural museums cannot be 
meaningfully understood as a single, static metric or tech-
nical achievement. Instead, it is best conceptualised as a ne-
gotiated, multidimensional process, shaped by the constant 
interplay of strategic adaptation, legitimacy-seeking and 
embedded capacity constraints, each of which is grounded 
in broader theoretical perspectives and directly reflected in 
Figure  3. First, strategic adaptation to resource constraints 
is most closely aligned with RDT. Institutions continually 
engage in patchwork financing, opportunistic diversification 
and short-term improvisational tactics to buffer themselves 
against unpredictable funding flows. These strategies, such 
as cross-subsidising core activities with commercial ventures 
or leveraging physical assets for rental income (as shown in 
Figure 2), reflect a dynamic form of resilience that is always 
provisional and reactive. Yet, as Figure 3 shows, such adapta-
tion is not sufficient on its own: without legitimacy in the eyes 
of external stakeholders, resource access is curtailed. Second, 
the imperative of institutional legitimacy and professionalisa-
tion is rooted in institutional theory. Small cultural museums 
must symbolically comply with governance norms, produce 
polished financial reports and perform their adherence to 
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11Business Strategy and the Environment, 2026

sector standards, often regardless of underlying capacity. 
This process, illustrated in both figures, is not merely about 
technical accuracy but about signalling trustworthiness and 
competence to funders, regulators and the public. This ‘per-
formance’ is essential for unlocking critical resources but can 
mask internal strain or paper over operational vulnerabilities.

Third, structural and capacity limitations remain a funda-
mental backdrop for both adaptation and legitimacy-seeking. 
Chronic understaffing, volunteer reliance and a lack of finan-
cial expertise create persistent operational fragilities that con-
strain the effectiveness of both strategic and symbolic actions. 
These limitations are not anomalies but are endemic to the small 
cultural non-profit sector, as highlighted in the ‘Embedded 
Structural and Capacity Limitations’ box in Figure 3. The inter-
play among these three themes results in what this study con-
ceptualises as negotiated financial sustainability: a process that 
is inherently performative, context-dependent and continually 
constructed through organisational sense-making and adapta-
tion. As Figure 3 illustrates, it is precisely at the intersection of 
these pressures—resource dependency, institutional conformity 
and structural fragility—that financial sustainability is enacted. 

Furthermore, the framework emphasises that the outcomes of 
these organisational negotiations are not purely financial. By 
theorising financial sustainability as a negotiated equilibrium 
between viability, resilience and legitimacy, the framework 
advances sustainability scholarship beyond ratio-based assess-
ment towards a practice-oriented understanding of organisa-
tional endurance under constraint.

3.6   |   Phase 3 (Integration and Interpretation): 
Discussion

The findings of this study demonstrate that financial sustain-
ability in small cultural museums is best understood as a ne-
gotiated and processual outcome, rather than as a condition 
revealed by conventional financial indicators alone. While the 
descriptive quantitative analysis documents pronounced vol-
atility in income composition, operational performance and 
short-term financial viability, the qualitative evidence explains 
how and why these patterns emerge in practice. Rather than re-
iterating empirical results, this section interprets those patterns 
through institutional theory and RDT. Together, the two strands 

FIGURE 3    |    Negotiated framework for strategic financial sustainability in small cultural institutions.
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12 Business Strategy and the Environment, 2026

show that financial sustainability is enacted at the intersection 
of resource dependence, legitimacy-seeking and structural ca-
pacity constraints (Pfeffer and Salancik  2015; DiMaggio and 
Powell 1983; Meyer and Rowan 1977).

From the RDT perspective, the descriptive financial patterns 
reveal heavy reliance on unstable and episodic income sources, 
including donations, legacies and project-based grants. Such de-
pendence is a defining feature of small non-profit organisations 
operating in competitive and uncertain funding environments 
(Pfeffer and Salancik 2015; Froelich 1999; Ahmed et al. 2024). 
The interview accounts of continual improvisation, ‘patchwork 
financing’ and opportunistic revenue generation illustrate how 
organisations actively manage these dependencies in practice. 
Rather than representing strategic diversification in a classical 
sense, these practices function as short-term buffering mech-
anisms against resource volatility (Hillman et  al.  2009). This 
interpretation extends earlier non-profit research that associ-
ates diversification with stability (Tuckman and Chang  1991) 
by showing that, in small cultural museums, diversification 
often reproduces volatility rather than mitigating it. In this con-
text, what appears quantitatively as financial viability reflects 
temporary alignment between income inflows and immedi-
ate obligations, not durable financial security (Prentice  2016; 
Plaisance 2024).

At the same time, institutional theory provides insight into 
how small cultural museums respond to growing account-
ability, reporting and governance expectations. Interviewees 
consistently described the production of financial reports, re-
serves policies, strategic plans and impact narratives as sym-
bolic artefacts, designed primarily to signal professionalism 
and legitimacy rather than to guide internal decision-making. 
This aligns with classic institutional arguments that organi-
sational practices often decouple formal structures from op-
erational realities in order to secure legitimacy (Meyer and 
Rowan  1977; DiMaggio and Powell  1983). Consistent with 
prior non-profit accounting studies (Power  1997; Ebrahim 
et  al.  2014), the findings suggest that sustainability is fre-
quently enacted through representation rather than embedded 
capacity. Similar dynamics have been documented in ESG-
related research, where sustainability is performed through 
reporting and signalling rather than operational transforma-
tion (Khan and Gupta 2023; Uyar et al. 2023).

Crucially, the findings show that resource dependence and 
institutional conformity are mutually reinforcing rather 
than competing logics. This relationship operates through 
a reinforcing mechanism in which legitimacy-seeking prac-
tices function as strategic tools for securing and stabilising 
access to external resources, while ongoing dependence on 
those resources intensifies the need to maintain visible con-
formity to institutional expectations (Oliver 1991; Pfeffer and 
Salancik  2015). In this sense, institutional conformity is not 
only a response to normative pressure but also a strategic ad-
aptation conditioned by resource vulnerability. This dynamic 
helps explain why organisations invest heavily in symbolic 
accounting and governance practices: Such practices are not 
merely ceremonial but are instrumental in maintaining re-
source flows, even when they absorb scarce organisational 
capacity. This interaction helps explain why conventional 

financial metrics struggle to capture sustainability in small 
cultural non-profits: They register outcomes without revealing 
the organisational work required to produce them (Ebrahim 
et al. 2014; Prentice 2016).

The third theme embedded structural and capacity limita-
tions provides the connective tissue between these theoretical 
perspectives. While descriptive financial data show that asset 
size does not consistently translate into stronger financial 
viability, the qualitative evidence explains this disconnect. 
Heritage assets are largely illiquid and cannot be mobilised 
to meet operational needs, while staffing, financial expertise 
and administrative capacity remain chronically constrained 
(Belfiore  2020; Loach et  al.  2017; DCMS  2021). This find-
ing echoes earlier cultural policy research on organisational 
fragility (Toepler  2006) while extending it by showing how 
capacity constraints actively shape both adaptation and legit-
imacy performance. As a result, organisational growth often 
increases compliance and reporting burdens without gener-
ating proportional operational flexibility, reinforcing what 
Toepler  (2006) describes as a ‘structural squeeze’. What ap-
pears quantitatively as a scaling effect is, in practice, the man-
ifestation of persistent infrastructural fragility.

Taken together, these findings support a reconceptualisation 
of financial sustainability as a negotiated equilibrium, contin-
uously assembled through strategic adaptation, symbolic com-
pliance and informal labour. In contrast to models that treat 
sustainability as an outcome measurable through ratios or 
thresholds, this study aligns with and extends process-oriented 
accounts of non-profit sustainability (Skelcher and Smith 2015; 
Ahrens and Khalifa 2015). Financial sustainability in small cul-
tural museums is not achieved by stabilising ratios or meeting 
abstract benchmarks but by navigating ongoing tensions be-
tween mission integrity, external legitimacy and resource inse-
curity. The triadic framework developed in this study captures 
this dynamic process and explains why sustainability remains 
provisional, context-dependent and deeply embedded in organ-
isational practice.

4   |   Contributions to Research and Theoretical 
Implications

This study's most significant contribution lies in its qualitative 
insight that financial sustainability in small cultural museums 
extends far beyond balanced budgets or favourable financial 
indicators. While prior non-profit accounting research often 
equates sustainability with financial equilibrium or ratio-based 
performance (e.g., Tuckman and Chang  1991; Prentice  2016), 
the findings here demonstrate that what is labelled ‘financial 
sustainability’ is in practice sustained through continuous im-
provisation, legitimacy work and coping with chronic capacity 
constraints.

Rather than positioning quantitative financial measures as 
evidence of sustainability outcomes, this study deliberately 
scales back their interpretive weight and repositions them 
as descriptive signals that prompt qualitative explanation. 
The quantitative patterns highlight volatility and short-term 
viability, but it is the qualitative evidence that reveals how 
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organisations actively construct the appearance and expe-
rience of sustainability through informal labour, symbolic 
compliance and adaptive resource practices. This shift in em-
phasis represents a key theoretical advance, moving sustain-
ability analysis away from measurement towards process and 
practice.

By foregrounding the lived, organisational work through which 
sustainability is enacted, the study contributes a grounded and 
context-sensitive understanding of sustainability that com-
plements and challenges dominant quantitative models. This 
qualitative emphasis represents the manuscript's strongest con-
tribution, offering a richer and more realistic account of how 
sustainability is continuously negotiated in small, resource-
constrained cultural non-profits.

This study makes a set of distinct and original contributions to 
research on non-profit accounting, financial sustainability and 
cultural organisations by moving beyond summary accounts of 
financial fragility to offer a theoretically integrated, empirically 
grounded explanation of how sustainability is enacted under 
persistent constraint. Rather than reiterating findings, this 
section foregrounds novelty, clarifies policy relevance and dis-
tinguishes three interrelated contributions: theoretical, method-
ological and contextual.

4.1   |   Theoretical Contribution

The central theoretical contribution of this study lies in its inte-
grated application of institutional theory and RDT to reconcep-
tualise financial sustainability as a negotiated, processual and 
practice-based outcome (Meyer and Rowan 1977; DiMaggio and 
Powell 1983; Pfeffer and Salancik 2015). In doing so, the study 
builds on and synthesises existing conceptualisations of non-
profit sustainability by bringing these theoretical perspectives 
into closer alignment. Existing non-profit accounting models 
typically conceptualise sustainability through financial ratios, 
reserve thresholds or vulnerability indices (e.g., Tuckman and 
Chang  1991; Prentice  2016). While useful for benchmarking, 
these approaches treat sustainability as a measurable state and 
largely abstract from the organisational work required to sus-
tain legitimacy and resources over time.

By combining institutional theory and RDT, this study ex-
tends existing non-profit accounting scholarship in two im-
portant ways. First, it demonstrates that legitimacy-seeking 
practices (such as reporting, reserves policies and strategic 
planning) and resource-management strategies are not sepa-
rate or competing responses, but mutually reinforcing mech-
anisms through which small cultural museums navigate 
financial uncertainty (DiMaggio and Powell 2000; Pfeffer and 
Salancik  2015). Second, it shows that accounting practices 
function simultaneously as technical devices and symbolic 
performances, enabling organisations to secure resources 
while masking underlying capacity constraints (Power 1997; 
Ebrahim et al. 2014). Within this framing, the triadic frame-
work provides an integrative lens that extends existing ap-
proaches by highlighting how sustainability emerges through 
the interaction between legitimacy pressures and resource de-
pendence over time.

4.2   |   Methodological Contribution

Methodologically, the study contributes by demonstrating the 
value of a qualitative-led mixed-methods design for research-
ing sustainability in small non-profit organisations (Creswell 
and Clark 2017; Ahrens and Khalifa 2015). Rather than relying 
on regression-based inference from limited samples, the study 
deliberately repositions quantitative financial indicators as de-
scriptive and contextual tools, used to surface financially salient 
patterns that are subsequently interpreted through qualitative 
evidence and theory.

This methodological stance responds directly to critiques of 
overquantification in non-profit and sustainability research, 
where financial indicators are often treated as definitive proxies 
for sustainability despite limited contextual validity (Ebrahim 
et al. 2014; Prentice 2016; Plaisance 2024). By integrating descrip-
tive financial analysis with interview-based explanation, the study 
illustrates how mixed-methods can be analytically productive in 
data-constrained settings, offering a transparent and theoretically 
aligned alternative to inference-driven designs. The contribution 
lies not in introducing new techniques but in demonstrating how 
methodological positioning can better reflect organisational reali-
ties in small non-profits (Skelcher and Smith 2015).

4.3   |   Contextual and Policy Contribution

The study also makes a clear contextual and policy-relevant con-
tribution by illuminating the unintended consequences of con-
temporary funding and accountability regimes for small cultural 
non-profits (Toepler 2006; Belfiore 2020; DCMS 2021). The findings 
show that funder-imposed expectations around reporting, bench-
marking and governance, often modelled on large, professionally 
staffed organisations, can intensify structural fragility by divert-
ing scarce volunteer time and organisational capacity towards 
symbolic compliance rather than substantive resilience-building.

For funders and policymakers, this research highlights the 
need to reconsider how financial sustainability is defined, as-
sessed and supported in small cultural institutions. Consistent 
with calls for more context-sensitive non-profit governance 
(Froelich 1999; Skelcher and Smith 2015), the findings suggest 
that funding frameworks should move beyond narrow indica-
tors of professionalism or short-term financial viability and 
place greater emphasis on capacity-building, flexible funding 
arrangements and proportionate accountability. These insights 
should be interpreted as analytically generalisable rather than 
statistically representative, reflecting the specific context of 
small, resource-constrained cultural non-profits. In this way, 
the study explicitly bridges theory and practice, demonstrating 
how insights from institutional theory and RDT can inform 
more equitable and sustainable funding approaches.

4.4   |   Practical and Strategic Implications

The findings suggest that prevailing approaches to assessing 
financial sustainability in small cultural institutions may un-
derestimate the importance of capacity constraints and overem-
phasise formal indicators of professionalism.

 10990836, 0, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/bse.71044 by N

IC
E

, N
ational Institute for H

ealth and C
are E

xcellence, W
iley O

nline L
ibrary on [01/06/2026]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense



14 Business Strategy and the Environment, 2026

From a strategic perspective, funders and policymakers could 
consider more flexible funding models that explicitly support 
organisational capacity-building, rather than solely project-
based or performance-driven grants. For example, multi-year 
core funding, shared finance or governance support services 
and proportionate reporting requirements could help reduce the 
burden of symbolic compliance identified in this study.

Similarly, capacity-building programmes including shared finan-
cial management resources, trustee training initiatives or pooled 
administrative support across small institutions offer practical 
illustrations of how resilience might be strengthened without 
compromising mission integrity. These examples highlight how 
insights from the study can inform more sustainable and context-
sensitive approaches to supporting small cultural organisations.

4.5   |   Limitations and Future Research Direction

This study is subject to several limitations that should be acknowl-
edged when interpreting the findings. First, the empirical scope is 
necessarily limited by the small number of case organisations and 
interviews, which constrains the generalisability of the results be-
yond similar small, community-based cultural institutions. While 
this focus allows for rich, theory-informed insight, it does not 
permit broad sectoral claims. Rather, the findings are intended to 
support analytical generalisation to comparable contexts, particu-
larly small, resource-constrained cultural non-profits.

Second, the financial analysis relies on short-term and largely 
cross-sectional descriptive data, which cannot fully capture lon-
ger term dynamics of organisational recovery and adaptation in 
the post-COVID period. The financial patterns observed may 
therefore reflect transitional conditions rather than stable trajec-
tories of sustainability. Future research drawing on longer time 
horizons and postpandemic data could provide deeper insight 
into how small cultural organisations rebuild financial capacity 
and legitimacy over time.

Third, the qualitative findings reflect perceptions and practices 
at a specific point in time and are shaped by the institutional and 
funding context in which the organisations operate. While this 
context sensitivity is a strength of the study, it also highlights the 
need for comparative research across different national, regula-
tory and funding environments.

Looking forward, future studies could explicitly test, refine or 
extend the triadic framework developed in this study by ex-
amining how financial viability, organisational resilience and 
long-term sustainability interact across larger samples, different 
cultural subsectors or over extended time periods. Comparative 
and longitudinal research designs could further assess whether 
the negotiated equilibrium identified here holds under condi-
tions of relative stability or structural change.

5   |   Conclusion

This study set out to examine how financial sustainability is 
achieved and maintained in small cultural museums operating 
under persistent resource constraints. Drawing on a qualitative-led 

mixed-methods design, the findings demonstrate that financial 
sustainability in these organisations cannot be adequately un-
derstood through conventional financial indicators alone. Rather 
than reiterating empirical results, this conclusion synthesises the 
study's central conceptual insights and contributions.

The analysis shows that financial sustainability is enacted 
through a triadic interaction between short-term financial vi-
ability, organisational resilience and long-term sustainability. 
Descriptive financial indicators capture only momentary align-
ments between income and expenditure, while qualitative evi-
dence reveals the organisational work required to sustain these 
alignments over time. Small cultural museums rely on contin-
uous adaptation, legitimacy-seeking practices and informal la-
bour to navigate unstable funding environments and escalating 
accountability demands.

The study's core conceptual contribution lies in the development 
of the triadic framework, which integrates institutional theory and 
RDT to explain sustainability as a negotiated and processual out-
come. Institutional theory illuminates how accounting, reporting 
and governance practices function as legitimacy signals, while 
RDT explains how these practices are strategically mobilised to 
manage reliance on volatile external resources. Together, these 
perspectives show that sustainability is not a fixed organisational 
state but a fragile equilibrium continuously assembled in practice.

This research advances understanding of sustainability by re-
framing it as a negotiated organisational process rather than 
a fixed financial metric. By foregrounding the lived practices 
through which sustainability is performed under constraint, the 
study challenges ratio-based models of non-profit sustainability 
and offers a more context-sensitive account of how small cul-
tural institutions endure. This perspective has implications for 
future research, funding practices and policy debates concerned 
with sustaining culturally and socially vital organisations in 
resource-scarce environments.
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