
THE ECONOMICS
OF THE
PERFORMING ARTS

C D Throsby
Macquarie University, Australia

G A Withers
Economic Planning Advisory Council and
La Trobe University, Australia



Table of Contents

Preface

1. Introduction

PARTI General and Theoretical Issues in the Economics
of the Performing Arts.

2. The Economic Structure of Performing Arts Firms 9
3. The Nature of Consumer Demand for the Performing Arts 26
•4. Structure, Conduct and Performance in the Performing

Arts Industry 40
5. The Positive Theory of Assistance 53

PART II Empirical Characteristics of the Performing Arts

6. Characteristics of Companies 69
7. Characteristics of Audiences 95
8. Characteristics of Performing Arts Industries 119
9. The Pattern of Assistance 145

PART III Public Policy and the Performing A rts

10. Arguments for Public Assistance: Market Efficiency
Considerations 169

11. Arguments for Public Assistance: Equity and Merit
Good Considerations 187



12. Objectives of Performing Arts Policy 203
13. Forms of Assistance 229
14. Levels of Assistance 254
15. Allocation of Assistance 265

PARTIV Conclusion

16. Some Policy Issues in Perspective 287

Appendices, Notes and References
Appendix I: Major Professional Not-for-profit

Performing Arts Companies: Australia,
Canada, New Zealand, U.K. and U.S.A.:
1976-77 305

Appendix II: Data Sources for Econometric Analyses 311
Appendix III: International Exchange Rates: 1964-1976 317
Notes 318
List of References. 323



List of Tables

Table 6. 1. Output of Performing Arts Firms: Australia,
1972-76 70

Table 6. 2 Attendances ('000) of Performing Arts Firms:
Australia, 1964-1976 72

Table 6 . 3 Number of Artists Employed by Performing Arts
Firms, and Wage Rates: Australia, 1974 74

Table 6. 4 Occupational Characteristics of Performing
Artists: United States, 1970 76

Table 6. 5 Capacities of Principal Venues of Performing
Arts Firms: Australia, 1974 77

Table 6. 6 Total Costs ($'000) of Performing Arts Firms:
Australia, 1972-76 78

Table 6. 7 Percentage Composition of Costs of Performing
Arts Firms: Australia, 1974 79

Table 6. 8 Comparisons of Percentage Compositions of
Expenditures of Performing Arts Firms: Canada,
United Kingdom, United States, various years 80

Table 6. 9 Total Revenues ($'000) of Performing Arts Firms:
Australia, 1972-76 82

Table 6.10 Earned Revenue as a Proportion (%) of Total
Revenue for Performing Arts Firms: Australia,
1972-76 83

Table 6.11 Percentage Composition of Revenues of Performing
Arts Firms: Australia, 1974 84

Table 6.12 Comparisons of Percentage Composition of
Revenues of Performing Arts Firms: Canada,
United Kingdom, United States, various years 85

Table 6.13 Costs and Revenues ($) per Performance:
Australia, 1972-76 88-89



Table 6.14 Costs and Revenues ($) per Paid Attendance:
Australia, 1972-76 90-91

Table 6.15 Estimates of Long-run Production Functions
Australia (1971-74) and England (1968-69) 92

Table 6.16 Estimates of Long-run Cost Functions:
Australia (1971-74) and England (1968-69) 93

Table 7. 1 Performing Arts Exposure of the Population (%):
Australia, 1976 97

Table 7 . 2 Performing Arts Exposure of the Population (%):
United States, 1973 98

Table 7. 3 Average Frequency of Performing Arts Attendance
by Theatre-goers by Art Form: Australia,' United
States, United Kingdom and Canada, various years 99

Table 7. 4 Performing Arts Audience Characteristics:
Australia, United Kingdom and the United States,
various years 100

Table 7 . 5 Avenues of Exposure to the Various Art Forms:
United States, 1973 102

Table 7. 6 Weekly Household Expenditure on Entertainment
and Recreation, by Income: Australia, 1974-75 104

Table 7. 7 Demand for Performing Arts Services: United
States, 1929-73 113

Table 7. 8 Demand for Performing Arts Services, Econometric
Analysis using Time Allocation and Conventional
Models: Australia, 1964-74 116

Table 7. 9 Capacity Utilisation in Selected Performance
Companies: Australia, 1972-74 117

Table 8. 1 Comparison of Labour Share of Turnover:
Performing Arts and Some Manufacturing
Industries: Australia, 1973-74 121

Table 8 . 2 Number of Performing Artists: Australia, 1961,
1966, 1971 122

Table 8. 3 Estimated Annual Attendances at Subsidized
Performing Arts Activities: Australia, Canada
and the United States, various years ° 123

Table 8 . 4 Geographical Differentiation of Subsidized
Performing Arts Output: Australia, 1973-74 124

Table 8. 5 Estimated Approximate Size Distribution of
Performing Arts Firms: Australia, 1973-74 125

Table 8. 6 Importance of Major Employer in Each Art Form:
Australia, 1973-74 126

Table 8. 7 Estimated Market Shares of Largest Performing
Arts Firms in Four Australian Capital Cities,
1973-74 126



Table 8. 8 Subsidized Theatre Administrators'Attitudes:
Australia, 1975 128

Table 8 . 9 Administrative Expenses of Some Subsidized
Performing Arts Companies: Australia, 1972-74 132

Table 8.10 Long-run Productivity Changes: Australia and the
United States, 1964-^6 to 1974-76 133

Table 8.11 Illustrative Trends in Nominal and Real Costs per
Performance: Australia, Canada, United Kingdom
and the United States, various years 134

Table 8.12 Trends in Earned Revenue and Expenditure:
Australia, 1964-76 137

Table 9. 1 Patronage Sources Compared: Australia, Canada,
United Kingdom, United States and New Zealand,
various years 146

Table 9. 2 Performing Arts Assistance ($'000) by Source, Art
Form and Purpose of Grant: Australia, 1973-74 147

Table 9 . 3 Total and Earned Income of Subsidized Performing
Arts: Australia, Canada, United Kingdom, United
States and New Zealand, various years 148

Table 9 . 4 Comparisons of Growth in Levels of Central
Government Assistance: Australia, New Zealand,
United Kingdom, Canada and the United States,
1963-64 to 1975-76 151

Table 9 . 5 Allocation of Financial Assistance to Performing
Arts by State: Australia, 1974-75 and 1975-76 152-153

Table 9 . 6 Allocation of Performing Arts Financial
Assistance by Region: Canada, 1970-71 154

Table 9. 7 Allocation of Arts Council Expenditure by Region
and Purpose: United Kingdom, Selected Years,
1956-57 to 1976-77 155

Table 9 . 8 Allocation of Performing Arts Assistance: Australia,
United Kingdom, Canada, New Zealand and the
United States, 1974-76 158

Table 9. 9 Administration Expenditures by Arts Councils:
Australia, Canada, United Kingdom and New
Zealand, 1975-76 159

Table 9.10 Demand for Performing Arts Assistance:
Australian State and Local Governments,
1962-75 163

Table 10. 1 Indicators of Leisure Activity Option Demand:
Australia, 1975 174

Table 10. 2 Attitudes to Performing Arts Assistance:'Adelaide,
1972 183

Table 10. 3 Attitudes to Support of Live Orchestras: Australia,
1973 183



Table 10. 4 Approval of Public Support for Particular Art
Forms: Australia, 1975 184

Table 10. 5 Survey of Areas of Government Spending to be
Reduced: Australia, 1975 185

Table 11.1 Estimated Distributional Effects of Performing Arts
Subsidies: Australia, 1974-75 and United Kingdom,
1976 188

Table 14. 1 Application of Exogenous Adjustment Rules to
Government Performing Arts Assistance:
Australia, Canada, New Zealand, United
Kingdom and the United States, 1969-76 263-264

Table 15. 1 Average Support Requirements by Art Form:
Australia and Canada, 1973-74 268



List of Figures

Figure 2.1 Effects of lump-sum subsidy on non-profit firm
behaviour 22

Figure 2.2 Effects of per-unit subsidy on non-profit firm
behaviour 23

Figure 2.3 Effects of consumer subsidy on non-profit firm
behaviour 24

Figure 5.1 The arts performance market 61
Figure 5.2 Arts firm patronage strategy 62
Figure 7.1 Economic influences upon demand for the

performing arts: United States, 1929-75 106
Figure 7.2 Economic influences upon demand for the

performing arts: Australia, 1964-74 107
Figure 7.3 Economic influences upon demand for the

-~-j performing arts: Canada, 1967-72 108
Figure 8.1 Total income gap: selected Australian

performance companies, 1964-76 138-139
Figure 8.2 Income gap per attendance: selected Australian

performance companies, 1964-76 140-141
Figure 8.3 Subsidies as a proportion of expenditure: selected

Australian performance companies, 1964-76 142
Figure 8.4 Actual and projected income gap: all Australian .

performing companies, 1964-86 143
Figure 13.1 Charitable giving and relative income endowments 249


