
GUGGENHEIM MUSEUM BILBAO (A):
THE GESTATION OF THE PROJECT

“Museums of art are, literally and figuratively, points of intersection in all the
world’s large cities. The site of this project –just on the bend of the Estuary– offers
us an opportunity to create one of these intersections in Bilbao. For any architect it
is a privilege to have an opportunity like this, and to be part of the process of
invigorating and renewing the urban fabric.”

Frank O. Gehry, the architect chosen for the Guggenheim Museum Bilbao project.

A Government’s concerns

In the Ajuria Enea Palace in Vitoria Gasteiz, Basque President José Antonio
Ardanza, Vice-President Jon Azua, and the Councillor for Culture and Tourism of the Basque
Government, Joseba Arregui, were examining the situation in the light of the upcoming
plenary session of the Basque Parliament. The session would be taken up with a debate about
an exciting project that the Basque administrations (the Provincial Council of Vizcaya, the
Basque Government and Bilbao City Hall) had been promoting and negotiating, regarding
the construction of a Guggenheim Museum in Bilbao within the framework of a
“Guggenheim Museum Bilbao Development Agreement” with the Solomon R. Guggenheim
Foundation, headquartered in New York.

From the moment the Basque initiative and the negotiations with the North
American foundation became known, public opinion –as reflected in the media– was
tremendously hostile, dismissive and negative (see Exhibit 3). On top of this, there was fierce

IESE
International Graduate School of Management
University of Navarra
Barcelona-Madrid

0-499-017
FH-644-E

Case of the Research Department at IESE.
Prepared by Professor José Ramón Pin, Esperanza Suárez, Research Asistant, and Jon Azua, MBA-78. January
1999.
It is intended to be used as a basis for class discussion rather than to illustrate either effective or ineffective
handling of an administrative situation.

Copyright © 1999, IESE.
No part of this publication may be reproduced without the written permission of IESE.

Last edition: 4/13/99

A
bs

tr
ac

t f
or

 p
ro

m
ot

io
na

l u
se

 o
nl

y.
 F

ul
l v

er
si

on
 a

va
ila

bl
e 

at
 w

w
w

.ie
se

pu
bl

is
hi

ng
.c

om



criticism from representatives of the Central Government, fearing competition with other
initiatives, especially in Madrid, and hoping to promote an agreement with cities other than
Bilbao.

As if this were not enough, the project was backed by only one of the political
parties, the PNV (1) (both in the Basque Government and in the Provincial Council), without
the support of its coalition partners. What was more, the parliamentary debate was due to
take place only days before the deadline for signing the Agreement with the Solomon R.
Guggenheim Foundation expired.

A preliminary pact had been reached between the parliamentary parties of the PNV
and the PSE (2) (see Exhibit 2), which would require changing the initial agreement with the
Solomon R. Guggenheim Foundation. This parliamentary pact had been achieved with great
difficulty and would entail a significant reduction in the floor area of the proposed museum,
as well as a number of modifications to the acquisitions policy, and even to cultural policy.

The members of the Basque Government valued the pact, realising that, although it
would mean having to renegotiate the agreement with the Solomon R. Guggenheim
Foundation, it was a compromise solution that could be understood and accepted. They felt
that the most important thing was to keep the project moving. It was difficult to understand
how anything as exciting as this could fail to arouse general enthusiasm.

The idea of establishing a branch of the Guggenheim Museum in Bilbao: more than just
a cultural aspiration

The Bilbao Guggenheim project is best understood when seen in the context of the
economic revitalization of the Basque Country. In 1990, the Basque authorities were debating
the need to prepare an economic regeneration plan for the Basque Country with an overall
cost of 180,000 million pesetas (3). One of the ideas underlying the plan was to turn Bilbao
into a financial and cultural centre on an international scale. The Basque administrations
believed that this goal could only be achieved through projects that gave Bilbao a competitive
advantage over the other cities in its environment. Besides attracting investment, projects of
this nature would free Bilbao of its image as an industrial city, and turn it into a major point
of reference in the euroregion that has come to be known as the Atlantic Axis.

To develop economically, every city needs cultural goods (as well as other
infrastructures). It was this confluence of economic and cultural interests that stimulated in
the Basque Government and the Provincial Council of Vizcaya the idea of establishing a
world-class museum of modern and contemporary art.

The idea would be to create a Bilbao Guggenheim Foundation, made up of the
Basque administrations (Basque Government, Provincial Council of Vizcaya, and Bilbao City
Hall) and the Solomon R. Guggenheim Foundation, which would have ultimate responsibility
for operating and managing the museum (see Exhibit 1: The Solomon R. Guggenheim
Foundation). Thus, the construction of a Guggenheim branch in Bilbao would be the result of
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(1) Basque Nationalist Party.
(2) Basque Socialist Party.
(3) 1 euro = 166.383 pesetas.
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international collaboration between public initiative and a private foundation. The Basque
adminstrations would finance the costs of building and operating the museum, and the
Solomon R. Guggenheim Foundation would contribute its collections, its programme of
special exhibitions, and its administrative and international expertise, for which it would
receive a commission.

Conceived in these terms, the Bilbao Guggenheim project clearly looked beyond the
sphere of culture, and was part of an ambitious plan to regenerate the city of Bilbao. Besides
the Guggenheim, the plan included projects such as the investment of 60,000 million pesetas
in expanding the capacity of the port, the Euskalduna Palace of Congress, Norman Foster’s
subway, and the enlargement of the airport designed by Santiago Calatrava.

All these projects demonstrated the importance that was given to changing the image
of the Basque Country in order to attract investment and generate a sense of hope and
enthusiasm in Basque society, shedding the image of a country plagued by acts of terrorism
and whose industry was in crisis or undergoing restructuring.

Situation of the Guggenheim Foundation in New York: towards a new opening

As the twentieth century entered its last decade, the Solomon R. Guggenheim
Foundation was going through difficult times. While the Basque authorities gave exceptional
importance to creating a museum that could become a symbol of the revitalization of Bilbao,
Thomas Krens, director of the Solomon R. Guggenheim Foundation in New York, was
looking for ways to overcome the financial crisis they were facing. He was considering
opening a new exhibition centre in Europe. Krens had at his disposal a collection of modern
and contemporary art valued at 45,000 million pesetas, of which he could show only 3% in
the New York and Venice museums. His interest in opening new exhibition centres and
rotating the collection around the world went beyond cultural concerns; his aim was to obtain
the highest possible return from the collection by exploiting economies of scale. If the
Guggenheim had a number of centres around the world, it could spread the costs and boost
revenues. Also, by rotating the collection through the different museums, it could keep its
sponsors satisfied, as they would see their logos displayed in a number of different countries.
In fact, if there was one thing that characterized the director of the Solomon R. Guggenheim
Foundation it was his vision of culture in relation to economics.

With this dual objective, both economic (a worldwide Guggenheim network would
make travelling exhibitions more profitable) and sociocultural, Krens was studying the
feasibility of a proposal made in 1988 by the Austrian Chancellor and the municipal
authorities to open a new museum in the Austrian city of Salzburg. The new site in Salzburg
would have the disadvantage of being too close to Venice (where the Guggenheim
Foundation already had a museum), but it had a special appeal for Krens: the space that
would house the new museum would be a work of art in its own right. The Austrian architect
Hans Hollein had presented the Americans with a proposal to hollow out a 60-metre high
rock (the Mönchsberg) in the heart of Salzburg and build the museum inside it. Krens was
fascinated by this original idea and in 1989, having seen the model, decided to travel to
Salzburg.

In 1990, the feasibility study for establishing a Guggenheim museum in Salzburg
was presented to the Austrian Federal Government. That was when the political problems
started. Relations between the federal, regional and municipal administrations were not ideal
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