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IY Background _ ‘

. A. INTRODUCTION
(3

In May 1977, in response to a request from Congress, the National
”

o

Endowmenc for the Arts concracced for a scudy of the condicion and needs of
the live,professional theatre in America. The study was to be made in two
phases. The first phase report was delivered to the Endowment in March

1978. It included four volumes: (1) the compilation in narrative and

. tabular form of the data collected, plus an analysis of the data; (2) a

collection of statements prepared by varled theatre interest géoups{ (3)

edited transcripts of four roundtable discussions with theatre

professionals from around the country; and (4) an executive summary of
the total Phase I.report. »
. Phase ;E of the scudy cslled for recommendations by an Advisory
Group appointed by the National Endowment for the Arts. These
' Y
recommendations were to be"baséd on: (1) the data collected during.Phése

I, and (2). the personal exoerience, as theatre professionals, of the

Advisory Group members. The naméﬁ%of those serving on the Advisory Group,

_representing a broad range of theatre constituencies follow:

] %ﬂ
Qt. Harold Prince, .Chairman
The Harold Prince Organization

Mr. Oscar G. Brockett o Mr. Thomas M. Messer

University of Texas The Guggenheim Museum
Ms. Hazel Bryant , Mr. Lloyd Richards

¢

Afro—~American Total Theatre National Playwrights Conference’

Mr. Edward Corm Ms. Barbara Robinson
e The Opera Company of Philadelphia Internatiohal Alliance of
Theatrical and Stage Employes

Mr. Robert W. Crawford Mr. Donald Schoenbaum
Consultant Guthrie Theatre




Ms. Jean Burch Falls M. Gerald Schoenfeld
M

writer . Shubert Urganizati
Ms. Qerald;ne Fitzgerald Mr. Stephen Sondheim
Actress ‘ DFamatists Guild @
My. Garv Gisselman . Mr. lLuis Valdez A
Chanhasben Dinner Theatre . El Teatro Campesino \\\
Mr. Donald Grody " wr. Harrison White ‘

. Actors’ Equity Association Rarvard University .

L E .
) ‘ Mr. Peter Zeisler
Theatre Communication Group

-

b

The Advisory Grodp met seven times: (1) three~megtings—dﬁ;ing—the*‘
course of Phase I to review with the contractor’s research staff the
progress of their study and to suggest areas needing stronger fo;;s or more
detajiled information du;ing‘phe short period of time availpblg‘hnder the
terms of the contraét, and (2)  four meetings to formulate recommendations
to the COng:eséign b;half’df the future of Amerlcan“professionaldtheqtre.

o All material émassed by the researé% staff and included in its Pﬁase'I“
réport to the National Endowment fo; the Arts, as éell as the personal .
input of the Advisoryvcroup memﬁers, served as the base for the developmeﬁt

b

" of the recomméndations included in this report (Phase II of the study).

2. The Scope of Our Enquiry . . .
| For purposes of this study, professional theatre ‘was defined by the

National Endowment for the Arts as "the live professional presentation of

plays, with or”withbut nusic, before an ... audience in the United States

and its territorfes." The Endowment further directed that "both
professional not-~for-profit and cdmmercial theatre are included in the |

definition and must be considered in the research project.” o o




Dhring the formulatioﬁ of its recommendations, the Advisory Group
studied in detail the statements prepared by theatre interest organizations

(Exhibit I of Phase I Report) and transcripts of comments made by the 22

theatre professionals who participated in the Los Angeles and New York

Al

roundtable discussions (Exhibit II of Phase I Report). These two sources,

as well as the Group’s collective professional exﬁerienca,_ﬁrovided vital

_additional {nformation to the extensive data included in the body of the

Phase I Report.

As indicated above, ‘the charge from the National Endowment for the
Arts was to 1nvestigate ﬁhe needs of "both professional not-for-profit and
commercial theatre."” The charge did not include a study of the needs of

avocational, community, or educational theatre. Therefore, the focus of

- the study and recommeﬁdatiogs is on the needs of live professional theatre,

for-profit' and not-for-profit.

Professional theatre canhdt, however, bevdivided simply into the
two categories of for-profit and not-for-profit. Edcﬁ has its own
diversity. For example, the for-profit theatre includes not ¢nly Broadway
and its nationai touring companiés, but also la;ge numbers of dinner
thegtres, the bus and truck touring companies, and the Broadway type
activities in other“cities} The not-for-profit sector includés
institutional regionallghe;treg. ethnic and community-oriented professional
theatres, experimental“professiénal theatres working on the development of
new script; and new forms of dramatic presentation, and specialized touring
groups. )The Advisory Group wishes to communicate fully, albeit succinctly, )
that professional theatre is comprigsed of a diverse whole. 1Its very

diversity is its strength. 'No segment of American theatre can thrive

without the creative contribution of the others.

3
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‘Theatre in the United States, in contrast to the live performing

art forms of dance, opera, and symphony, has strong for-profit and
not-for-profit sectors. Because of the existence of the well-known
'S . i

for-prefit sector of theatre (Broadway), because of the existence of the

commercial motion picture and television industries, because the public

knows that substantial amounts of money may sometimes be made within these

<
media, the public generally perceives theatre as a potential money-making

operation which should pay for itself. ' A common belief is that if theatré

is good, it will not loag‘mohey. Thié attitude about theatre abblies to

. the not-forzprofit professional theatre as well as to the for-profit

theatre. Hence, the belief is that .all theatre should be able to at least

pay for itself, i{f not make money.

- In contrast, the general public accepts the premise that symphony,

opera, and dance need contributed support in order to survive. It is

accepted that these art forms cannot pay for themselves through earned

income.

As described in the Phase I Report, the not-for-profit professional
theatre has grbwn significantly in number and range of activitiés'only in
the last 15 to 20 years. 'Thefreport also describes the not¥for-profic
theatre’s develépment of sound management and the high ratio of earned
income to operaiing éxpeﬁsgt For example, the Phase I Report points out
that among str?ngly managed“regional professional theatres, between 60 and
70 percent of‘e;penses pre;ent1§ are covered by earned income -- a high

ratio in the performing arts flelds. It indicates that many not-for-profit

theatres probably have reached the maximum in their efforts to control

costs and tb raise 1eVels of earned income'while at the same time having

increased difficulty in raising contributed income. 1In a large number of
‘ . “

bas
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not-for-profit theatres, attendance is running at over 80 percent of
_capacity. -If these theatres are to maintain their policies of reasonable

ticket prices in order to provide accegss to theatre for all economic
groups, 1if attendance figures continue as high as they are, and if annual
inflation is assumed as part of our economic system, then the only way
not-for-profit theatre can survive is through increased contributed dollar
support. In order to stimulate increased contributed support, the public
perception that theatre can and should pay. its own way must be.changed.

The Advisory Group believes the Federal Government can and “should
take."'a strong lead in helping change this perception. It should take a
iead in provic.iing"additioml su\;gtantial new fiscal support. It should
“talte a, lead through corrective Federal legislation to p‘rovide direct and
indirect increased public sug_port to professional theatre, and it should
encourage appropriate legislative action by non-Federal centers of
governmett.

The information contained in the Phase I Report reveals a need for
corrective legislation,and rewised regulations in the area of taxation.

According to the data included in Phase I, the 1976/77 median
annual income earned by actors from employment in liv‘e professional theatre
_amounted to approximately $5,000. This situation is true not only for
actors, but also for other theatre professionals. These data dtmonstrate.
to the Advisory Group ‘that a majority of theatre p;rofessionals,“ in both the
for-profit and not-for-profit sectors, wqu'c"' for salaries in no way
commensurate with their training, talent, and experience. Many, therefore,

must supplement their professional earnings through other types of

employment.

P
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The Phase 1 study reports that although there is now some kind of
professional theatre in every state, large sectors of the public still have

no access to live professional theatre, either not-for-profit, or
for-profit.

While the for-profit and not-for-profit theatres combine to make

the performing art known as professional theatre, a recognition of the

_ differences between them is vital to the determination of a healthy future

for theatre in this country. Each sector has its valid ‘role. These roles
are not in conflict. Rather, they are complementary. For example, plays
originally produced on Broadway routinely are included in the seasons of

many not-for-orofit theatres; the apparent current fiscal health of

Broadway is at least in part attributable to the development of ’oome plays

by the not-for-profit sector and their subsequent use on Broadway. It must

not be assumed, however, that the move to Broadway of such plays is the

answer to the fiscal needs of the not-for-profit theatre. Rare],y do such

moves provide the originating theatre with substantial new earned income’

due to the risks of Broadway productions. Currently, more relationships
are develo%ng among the"’not-for—profit and the for—profit theatres. The

Advisory Group believes such interrelationships sho;uld be encouraged for

/

,the benefit of theatre as a whole while recognizin the integrity of the

ﬂ
The for-profit professional theatre must strive to make a finsncisl

motivation of each sector.

-~

‘profit for its lnvestors whgle providing the public with entertainment of

high-level artistic and ;roduction quality. These plays are offered at a

price high enough to defray all production costs and to provide the

Ed

prospect of a financial return to the investore.
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. wtlile centered primarily iniﬂgw York, the for-protit protessional
theatye includes full road companies touring the country, bus and truck

touring conpanies frequently playing.less than full weeks and often
one-night siands, as well as a 1arge“number’of dinner theatres. |
Because of the necessity of returning a profit to the investors,
|

there is a natural reluctance on the part of many commercial producers to
- mount material which they believe might not result in good box office
incodoe. Artistic decisions (e.g., the selection of plays, caa& sizes,

sets) are iniloenced strongly by'bon office potential. |
- While the‘return of some level of profit to the investor is, of
necessity, a primary moti§ation,che“for-profit sector of profeaaional
theatre also provides special contributed.aervices to the New York

community; e.g., programs for schools, hospitals, the aged, and the

handicapped. 1In addition, it offers”inﬂernships to theatre trainees.

Further, the for-profit theatre contributes to the strengthening of the

not-for-profit theatre through grants from foundations such as the Shubert
Foundation.

The not-for-profit. professional theatre provides a multiplicity of
theatre activity with ticket pricea"acaledvat levels to assure
accessibility._It includes a wide variety of institutional types: the
regional profesaional theatres; profeasional theatres which developed
‘'within, or for, a specific ethnic community; professional theatres
dedicated to the development. of nevalays or new forms of theatre direction
and‘productfon.

Primary to the existence of the regional theatre is the production

-0of a season of plays chosen specifically for the community in which the

A S,

theatre is located. Most include classics drawn from the world’a oramatic‘

-7-
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_ immediate community and region; e.g., touring; performing in hospitals,

N

literature as well as new works and new forms of theatre wbich comment on

-and reveal the contemporary soclety. In additior to main stage productions
’ +

™

\ _and, in some cases, second-stége(!gperimental or developmental wo:k. the

ﬁtofessiona§ regional theatre provides a variety of services to-the

prisons, and schodls; and the development of programs for the eiderly. the

handicépped. and the ecénomically or socially disadvdﬁtagea.‘
Many ethnically Eased*professiongl theatres are moving from their
original focus of'being of and for a specific ethnic community, into

3

broader based urban theatre institutions. These theatres now are searching
‘for ways to move more fully into the economic mainstream of p;of;bsional
theatre while at the same time,mgingaiuing ticket ptices“at a low levél.
Currgntly. up to two-thirds ofatheir operating bquet§ may be expended for
the Easic cpsts df facilities, ﬁ;st of ;hich are not large enéhgh to
providé an important degree of earned income. ’", | . .

“Urban areas also are the lo;ale of a majority of those professihonal
theatres -- offeh relatively small in budget and in staff =-- dedicated to
work on new plays and new forms of thea;re. Ip most cases, linmited
physiéal facilities preclude earned 1ucomg from bgovidigé a ma jor portion
of total income. . s s ¢

Theatre as an art form is concderned with ideas. It ceélebrates,

criticizes, and comments on our society. Generally, the not-for-profit

‘professiodal theatre provides the'envirénment and opportunity for

-

experimentation for the ultimate benefit of all theatre. This type of

activit)\is equivalent to the research and development programs suppqrted

by‘industry-in this gountry; Risk taking is inherent to creative,

“

dévelopmeni: Because noelfor-profit profess}ongl theatre is dependent for'




fts cnntinued existenpe upon contributions from' the public and private

sectors,'risk taking often is fiscally ‘dangerous. There are bound.to- be

some individuals who will be alienated by what they hear and see. Some may

Lo A
withéraw their support as & result of a particular play or performance.

Coupied with the perception on the part of many that professional thea:,re
" should pay ite own way through the box office, risk taking for the. further

development and strengthening of theatre as an art form can well lead @

&

reduction in contributed income. As:a result, some theatre managements dre

subjected'to increased pressure to select seasons (perticularly in the,

. 2 s "
regional theatre) which will assure maximum potential\ box office income —

a’move toward mass. appeal more appropriate to the for-"profit theatre.
The Advisory Group beiievee the public sector, particularly the
HFederal GOVernment,ishould take the lead in support of profeeeiongl

theatre. While perhaps maintaining its current posture of junior partner

{n terms of total dollafs contributed on a national scale, the Yedere
) v L . 4
Goverme_ng_«s\twﬂd assume a leadership rohﬁn the encouragement of su

supp’brt from other parts of the publit sectnr as well as from t'he private.
sector. N | |

In exercieing its mandate to make rec'ommendatione fo“r‘,action to
meet at leaet aome of‘the perceived needs of live profeuional thentre,;the
Advilory Group etreuel the importance to American society of the
multi-faceted artiltic and economic rolel o? theatre. The diverlity of the
Advisoryv Group memberahip, reprelenting mARY different professional theatre
constituencies, assured ltrong difference of opinion. That there has bean
a high degree of consensus in formuletin;‘the recommendations which follow
demonstrates the ‘ability and deeire of the different segments of A!nerican

R

. '
theatre to work.together fq@{he common good and the ltrengthening'of

¥

-theatre as an art form.
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The Advisory Group detérmined it was appropriate to make both
cge_neral as well as_ specific recommendations. -In addition,. where enough

3
-

5 fﬂomation was available, the Group has made detailed suggesti:ons for the

, . - e

-implenen:aiion of specific recommendations. In other- instances, specific

__Tecommendations are made without _suggestions for implementation. Where the
. ‘ ) v 7 o . . : .
Group.could not reach full consengus on a particular recommendation to
’ A‘ ‘ - i

satisfy a given need, there was consensus that further s‘tndi should be

made. The Advisory Group was unanimous in keeli—ng‘that the Federal

Government shoulci ‘establish sqQme sort of group, similar in composition to

3

the present'Advisory Group, to c_ontinue.’fnvastigatfion and study of the

needs of live professional theatre and to make further recommendations to

l

the Federal Government.




2. PRECOMMENDATIONS . ‘ ’ .

4

e )
Based on the information examined by the Advisory Group, it is

-

believed that substantial new Federél funds are necessary for the future
health oﬁ professional theatre in this country. Recommendations for such
direct support are listed below. 1In addition, the Federal Government 1is

requested to provide indirect support to professional theatre through

B

recommended administrative and legislative action.

: ’

\ B R <
The Adwvwisory Group recommends that the Federal Government should
make clear i‘ts,-conviction‘ that strong professional theatre is an integral

component of this nati%n's cnlﬁ(xrai life. It can do so by ‘implementing the

éollowing recommendations.

| S . Professional Theatre Institutions '\‘ :

[

P
a. -Increased JFederal funds should be proxfided to enable.

fartisticawunstanding not-for-profit professional theatre institutions

and organizations to achieve their artistic goals.
The 'Advisory Group recognizes the vitally important support

accorded professional not-for-profit theatre by the National Endowment for

_the ‘Arts. The Group feels, however, that the amount of money currently

available for such support is too limited. With inflation causing a

substantial annual increase in Basic operating and production cosfs,
. - ) L h ) e

theatres already covering ciose to 70 percent of their'opei'atingwcbsts with

- ‘
earned income will be hard-pressed to maintain this ratio. Ticket prices-

 are co.n‘tinually adjusted in response to changing .economic conditions;

theatre manag’éments look éonstantly for ways to ‘augme'nt earned income.
Even 1f successful in maintaining this ratio, the remaining 30+ percent
(which must come from,mcontribut‘edaincome of all sorts) will represent an

o1
LU ¥




increasing number of dollars. Without {ncreased public sector dollar

suppoft, ﬁarticularly Federal support, it i;‘pyobable that the
not-fg;-profit'theatre could be forced to‘make ar;istic decisions on the
basris ol potential box cffice appeal a?d co%ra%%% t;qke: prices to levels
precluding a bfoadrbased_fudi;nce. Increasedaéuppoft will assure the
figcal sﬁrength of artistically outstanding ﬁtofgssional theatre
{nstitutions and groups. This will eﬁable them to continue producing
experimental or new work ;f artistic merit which may not attract
substantial attendance or box office ;evenue.

_As mentioned repeategly in the roundtable discussions conducted by
the Advi;ory Group and, in statements submitted for deisory Group

considefation,.strong professio&al)theatre, dedicated to high artistic

. . '
standards, spawns and and encourages a wide range of avocational theatre

3 b

activity. Increased Federal sup}ort directed toward artistically

outstabding theatre institutions and organizations —- irrespective of size
or budget =-- will encourage stronger artistic goals on the part of

\ - “ .
non—-professionals, . B , R

b. Federal dollars should be used to establish revolving funds

to provide no-interest loans to theatres to finance cash flow needs.

Not-for-profit sector. Many theatres face serious cash flow

ﬁroblems, particularly befére the new season starts each year as well as

during the early months of the syason. As a result, theatres are forced to

borrow fuhds, normally paying the going interest rate for such loans. So%a
theatres also use advance subscr;ption money. For theatres not~haviné a

suhsoripéion audience (e.g.u‘many of the ethnic and experimental theatres),

this subscription money resource is not available. Thus, they also must

S




borrow, if borrowing is at all possible. The payment of interest on the
loans adds to th financlial problems of the theatres and increases thelr

need to ralse additional contributed Income.

T

The Advisory Group recommends the establisiment of Federally funded

cash f£low, loan funds, repayable without interest. Such funds could

-

preclude many current cash flow fiscal crises and could result in more

realistic fiscal planning arnd fund raising by the'not-for-profit

-

professional theatres.

For-profit sector; ,gbe Advisory Group recommends establishment of
_a gimilar cash flow loan fund (e.g., by the Small Business Administration)
\for the for-proft professional theatre, either on a no-interest or - o
low-interest basis. Such a fund could assist greatly in reducing the cost
to the private investor of pre-opening expenses and could encourage the
- for-profit theatre in the risk production of plays of particular artistic
merit which mignt not otherwise be mounted. |

- Federal funding cycles should reflect the multip;e year
needs of reciplent professional theatre organizations.

At present, Federal funds granted in support of theatre (e.g.,
those from the National Endowment for the Arts) are provided on a one year
basis. Under present legislation, the Egdowment could grant funds for a
multipleﬂyear period. It is, however, obviously reluctant to do so as
Congress appropriates funds to it on an annual basis. ‘Multiple year

'funding of the Endowment by Congress (e.g., on the pattern already

established for the Corporation of Public Broadcasting) would enable the
- ' .
Endowment to provide multiple year grants to theatres. This would enable

theatres to plan more effectively than they now are able to do.




Many professional theatres have.develoned lon¢ range mdltinle vear
plans;, byt are unable to move ahead with themn with assurance betause it is
not known from year to year what level of Federalufunding they will
"teceive. Multiple vear funding would relieve pressure on small
administrative staffs from the time consuming annual grant %pplitation‘
. process. The Advisory Group believes that if the Federal GoveJnment takesy
the lead in multiple year funding, other donors might be encouraged to do
theésame; frgEing time for theatre leaders to devqte themselves more fully.

to their artistic and managerial responsibilities.

2. Professional Theatre Personnel o : ~

a. Increased Federal funds should be provided to assure
theatre professionals salaries at levels commensurate with their training
and experience in their professional fields. °

A constantly recurring theme heard by the Advisory Group from

virtually all professional theatre personnel is that talented trained

" professionals earn relatively 1itt1e in the pursuit of thelr craft. As a

result, many talented professionals leave theatre to pursue more lucrative

"employment in television or film in order to satisfy more fully thelir

personal and family fiscal needs. Theatre thus loses many in whom it has
invested through training and experience. -

A higher level ef basic annual earning for the theatre professional

must be sought. Tﬁe AdGisory Group recommends new increased leveis of

funding for theatre institutions to enable them to achieve'this. Such

funding will provide the talented.theatre professional with the‘opportunity

and the right to work in his chosen profession.




» b. Increased Federal funds should be provided te strehgﬁbén
ana expand .selected training programs for professional theatre.

o

The Advisory Group believes that on a national basis“Fhere is not
enough bppo;tunity for theatf; professionals to receive approtnriate
tralning for thelr c;;ft. On adper-student basis, the pgesent':ost of
profegsional training for theatre is very high in strong traig}ng pfograms.
This high cost of pfofessionalﬂtraining. plus the limited availability of
scholarship money, discriminates against’ entry into such programs by those
.who are not financlally well off. ' The Advisorf Group recommends augmented

Federal funds to provide increased accessibility to existing professional
training programs as well as to strengthen theﬁ; The Advisory Gropp also
recommends Federal encouraggmenc of new programs and more career guldance.
frovision also should be made for the establishment J% on~going
training opportunities éor practicing theatre professionals to enable them
to maintain aqd increase their,efficiency in their profession.
- The Ad;isory Group recommends further that Federal agencies
sponsoring existing or planned manpower training programs should include
the training of theatre préfessionals in their plans, keyed to the speéific
needs of the professional theatre,

C. Federal funds should make Federally subsidized employment
available in professional theatre.

The Phase I Report indicates that theatre employment periods often

are of short duration, resulting in frequent spells of unemployment. The
P

Advisory Group recommends that appropriate Federal manpower policy be

developed to address this problem. The Group also recommends that those

Federal agencies dealing with manpower and .employment problenms as'well as

®
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with the stimu}ation'ofbemplo?ﬁent (e.g., Labor, Commerce, HEW, HUD) should
direct part of their fupding toward the employment of professionals in the

professional theatre. *
3. Increased Accessibility
a. Increased direct and indirect Fedefal support should be

directed toward: 1) greater accessibility to live professional theatre
through touring to those geographic areas not now reached by profesgional
theatre; 2) greater accessibility to live professional theatre by youth
of the country through support of school tours and student ticket subsidy
programs; 3) greater accessibility by all sectors of the population to
professional theatre groups reflecting our pluralistic society.

Despite touring by both not-for-profit professional theatre
companies and for-profit road companies, there scili remain large areas of
the country where significant numbers of fhe American peopleAhave no access
to professional theatre. Th; National Endowment for thehArts'has takén an

important step in providing greater accessibility to live professional

theatre through 1its support‘of touring by some not‘for-profitAprofessionalb

theatres. Starting with a pilot program in fiscal years 1973 and 1974
involving two theatres, the Endowment Theatre Program in fiscél year 1979
1s providing limited support to -enable 26 theatres to tour for a total of

86 weeks in 245 communities in 39 states. 77

J The Advisory Group recommends an increase in the funds aﬁailablev

for this program and the encourgement oprrticipation by professional
theatre grouﬁs reflecting the cultural diversity of our pluralistic
society. Further, the Advisory Group recommends that increased Federal

funds be available to reimburse professional not-for-profit theatres for

the cost of touring programs to schools as well as for the cost of tickets

made available‘at significantly reduced prices to students attending

productions in the theatres.

1y
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Ir recent vears. touring bv natienal companies fror the fcr-profis
professional thea;re has beeq reduced. This 1is due priqarily:ﬁithe Lack
6f appropriate performing facilities ip many areas of the ééuntry. In some
places, an iné&equété substitution has taken place with the One—nighc-sténd
performances by bus and truck touring companies. These performanéesiare

often of lower a;tistic and production levels. than that which can be

provided by the national company tours. At present, among the cities where”

thg‘for—profit professional theatre feels it may be able toAmeé‘ touring
expenses are the followiné§ Boston,’Chicago, Detnog:,.Los Angeleé; ﬁiami.
Philadelphia, San Francisco, and Washington, D.C%;

The Advisory Group recommends that thé Federal Govg;nmén;
investigate ways by which Qddicional facilities might be encouraged 1ﬁ

other sections of the country to provide greater accessibility to a much

larger segment of the population to hiéh level artistic productions of the

professional for-profit tefatre. In addition, Fhe Advisory Group
recomnends that the Federal Government encourage the creation of structures

for tour sponsor development on the local level.

.

be Taxation

a. " Tax policy should be modified to provide encouragement to

the further development of professional theatre.

-

Taxes are a burden to both for-pgofit and not-for-profit theatres
as well as to working theatre prdfessionals. While the theatre community
recognizes its ;esponsibtlity to bear its fair share of the burdens of
public finance, the Advisory Group believes current tax policy

discriminates unfairly against theatre and the people employed by it.




Throughout the country, theatre is a maior positiyi force Iir botb the

cultural and economic life of our communities. It serves as a major factor
in stemming the decline of the central cities by attrac'lng people to

visit, live in, and work in the cities. Since the nature.of the tax

burdens on the for-profit and not-for-profit theatre are rather different,

PN
AT

they are considered separately. b

¢« .

The For-Profit Theatre. The Advisory Group recommends that Federal

income téi Taw be.ch;nged 4in ordér to provide tax incenéiveq w pr&mote the
* financial stability éf the for-p?bfit theatfe. . B .-
‘tThe for-profit theatre pays all of the taxes“no:@hlly assoé&atéq 4
with buéiéesses. Partners are liable for incomé taxeé on qéeraping profits
‘5énd on income realized from regale of rights,:;s well‘asf%or;;pital gaina
taxes on net income realized from resale of sha;e;ﬁig IQQited partnerships.
The detailed financial-data examined in the Phase I keport for Broadway
pfoducfions financed through the public sale of partnership shares shows |
that various tax expenses are incurred B}‘the cdmpaniga an& tﬁeatre»owners
during prpduciion‘ahd operation. .For Broadway productions élone, taxes
amounted to approximately $4.3 million during 1976/77. This repre;enta
almost thirty percent of the estimated tétal'investment in Broadway ) .
productions”dur;ng the same period. According to the Phase I -data, the
resulting after—tﬁx rate of return to Qhe investor amounted to
approximatély 6.5 percent == a low rate of return on a high risk
investment. |
At present, the tax structure d;scourages.investment ;n theafte in
comgarisgn‘with other forms of for-proé’k activity. §ever;1 forms of tax °
inéentiVes'available t; éther sect&rs of industry are unavailable to

for-profit theatre production companies and theatres. For example,




)

investment in theatrical production companies 1s ineligible for the
investment tax credit. Similarly, provisions of the law which treat

appreciation (or depreciation) of capitdl assets differently from ordinary

‘inoome {so-called "capital ga:int" provisions) also are not available om

authorship rights, production rights, or partnership rights. ‘ L
Among actione recommended co the Federel»Governmenc by the Advisory
Greup is legislation to provide: VI)‘ a new subchapter of the Incernal
Revenue Code for theatrical production companies similar to special
subchanters for banking, insurance companies, regulated {investment

companies, and real estate investment trusts; 2) clarification of

" existing law to allow'theacrical produccion companies to capitalize

pre-opening costs, to treat all income up to the amount capitalized as a
recovery of investment, and, after full recovery of investment, to treat
all incomevas ordinary income; 3) for a theatrica; production tax credit
for investmencs by theatrical‘production compeniee in other theatrical
productions; 4} cepitel gains“treatment io the sale o% theatrical
production rights; 5) incentives for reinvestmenc of ordinary income

realized by investora in‘tHeatriCel production companies by providing for a

n

limited excluaion from income for profits from a theatrical production

company; and 6) capital gains treatment for royalties received by authors
from theatrical prpduccion companies solely for first production rights of
tnein work.

By acting positively.onQphe above recommendations, the Federal

* Government woulé provide stimulating incentives for a healthier for-profit

professional. theatre in this country.

The Not-For~Profit Theatre. A number of taxes affecting the

not-for-profit theatre still exist in different parts of the country (e.g.,
fal
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sales taxes on tiékets and real estate taxes). Of the twenty'-féurl states
‘w'ith Istaﬂte adngi?ssion‘taxes, fifteen exeuipt not-fc:r:-;u:ofi.tT theatres. Thel
nine states not granting such exemption are: Flori:ga, 4% Geori'giﬁ, 3%;-
/ idaho, 3% Kénsas, 3%; Minnesota, 4X; Nebraska, “2.52; West Virginia, 3%;
Wisconsin, 4%; and Wyoming, 3{. A recent survey by The Associated Councils
for the Artsﬁndicates that fifteen municipalities also impose admission
taxes. They are: Atlanta, Chicago, Denver, Lincoln, Minngapolls, Norfolk,
Oklahoma‘ City, Omaha, Pho%nii, Pittsburgh, ‘Richmor.nd, Spokane, Tacoma,
Tulsa», and Tuscon. Thus, for example, a not-for-profit theatre in
,Minneapolis pays a total of 7% admission tax on each tii‘.cket sold (4% state
plus 3% ciﬁy). Real estate taxes currently ranging from 3;00 to $15,000
.alsé are ‘levied on noc-fbr-prohfic theatres in many counties and
-mUhicip;lities.
The data iné.l'uded in the Phase I Report indicates that $1.7 million
‘was paid in taxes in 1976/77 by the not-for-profit theatre. This
represents appréximately 2 percent of the total operating expenditures of
those theatres as well as 20 percent“of the direct supporf provided by the
public sector.
| The Advisory Group finds it incongruous that not-for-profit
thela‘t"tfes may well be using Federal and/or state and municipal grants to pay
Federél, state, county, and municipailr taxes. Although the Advisory Group
undel{étands that the Federal Governm.ent cannot force changes in state,
counq;, or 'municipaf legislation, it recognizes the power ‘of the Federal
Govement cc; "eneb}urage" such changes.
' The Advisor”y Group recommends that the Federal Government should
modify its existing statu;es in regard to unrelated business ‘income‘for
not-for-profit theatres. If the Wincome‘gapi widens in the not-for-profit

]
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theatre world, increased pressure will be placed on theatres from both
public and priiﬁte gector .donors té raise their level of earned income.
Many theatres already are at or near their maximum attendance level. One
¢l the remaininglavenues open ~tc the not-fpor-profit theatres is to generate

increased earned income- through the‘develppment of unrelated business

income activities. Exemption of such income from taxation could encourage

its development and‘ help offset the steadily increasing dependence on

5
=~

"eontriﬁgted 1nc6me, . . ‘ jtm;t~

. ‘ . A
Finally, the Advisory Group recommends continued deductibility of
the cost of theatre tickets used as a business expense. This action would

continue to help both the not-for-profit and for-profit theatre. -

5. Federal Leadership

a. The National Endowment for the Arts should be maintained
and strengthened as an 1ndependent Federgl agency responsible for
leadership support to the proféssional arts.

P

The Advisory Group‘recommende strongly against the inclusion of the
National Endowment for the Arts in a new Department of Education.

Professional theatre as a living-art form is not education in the

traditional sense. A Department of Educatfqn hﬂet‘key ite activities

. Primarily toward the nédeds and goals of institutional education: primary,

- secondary, post-secondary, and vocational.  Theatre does have value for,

and a role in, broad educational policies and programs, but itwmust retain

its own validity as an art form. )

Since {ts establishment in 1965 the National Endowment for the
Arts has had an outgtanding record of support for the encouragement of

professional artistic standards in theatre. The Endowment has demonstrated

-21- 24 ‘ , | v




a’ willingness and ability to differentiate between professtonal and
avocational artistic activities and has devoted a substantial part of its

limited resources to support of the professional gector. "
In order to continue and -to increase such sunport, the Advisory
Group believes the Endowment must vemain an independent Federal agency.
The Endowment should serve as the leading element in the Federal
Government’s role in devising means for professional theattes to better aid
themselves. , “ : ﬁ h e

b. The Federal Government should encourage increased
international exchange of live professional theatre.

The Advisory Group re%ommendswsubatantially increased Federal

support toward the cost of performance abroad by American professidnal
. | ,

theatres. While encouraged by the establishment of the International

Communication Agency, the Advisory Group is concerned that eligibilicy for

participation in An expanded professional theatre exchange program be

determined by professibnals.

Because live American professional theatre is such a strong leader

in world theatre today, Federal funds should be made available in amounts

-~

sufficient to cover the travel costs of an increased number of professional

1

N \ ‘ S
theatrea invited to perform abroad. The United States is one of the few

countries in the world which has quality professional theatre and which
does not subsidize travel to foreign countries to any meaningful degree.
The Advisory Group recommends aubstentially increased Federal funds for .

this purpose. &




r -
| C. The Federal Gover*nment ghould nrovide fér /cho cow'inued
existence of an Advisory Group representative of all profess\ional theatre

constituencies. - -

-

; The deliberations of the present Advisory Group defjonatrate Lhe

cadeen interest orn the part of all professional theatre consticuencies in

. working toget.her for ;he ‘ood of theatre as a whole. Due to the time apd™
fi;cal restraints of the present study, it hae{been impossible to deal
effectively witﬁ all problems and perceived needs of‘che live professiénal
theatre in the U;ited‘States; The Advisory Group recommends strongly ;£at
the Federal Government provide for the existence of. an independent Advisory
éroup compriged»bﬁ'ngireuenta;ivquof d!verse theat?e 1aterésta. Such a
cont inuing Advisory Group would beﬂéhargedy f;r ex&mplé,'q;th_nupervgling
on a continuing basis further'stud;es. as well as fofmuiating q?;cific
recommendations to the SOV;rnment.

6. ) Further Studies

;. The Advisory Group recoumends that studies be made of the '
following areas of concern so-that meaningful recommendations, 1f
appropriate, can be formulated.

e

1) ‘Qbestions of the impact of labor/management relations.
For e;ample:; Does the current New YOtk.Showcule Code
inhibit the development anﬁ potential l;ccall of new works?
Is it brqﬁer»foé theatre préfellionals to lub;idizq the

development of new plays? What is the ecofiomic {mpact on

- professional theatre of current regulations of a number of "’
. , ) o
the craft unions? . v




_appfopriately b» 1income. averaging.

country?

\ -

.2) Thé‘area‘of taxation of the individual theatre artist.

For example, the wide fluctuations in.theatre

professionals’ year-co-year earnings arle not dealt with

Is the;e onother
approach which'might better sgrve the needs of both the
individual artist and the Internal Revenue Service? The
reoenc limitation glacedAupon thevdeductibiltyeof expenses
relaé&dg to work spaces io‘the theatre artist’s ;esidence

- L I .
is .another serious problem, as is confusion, for Federal

4

tax purposes, over the definition of the term “employee."

“The Advisory Group feels a’oareful study of current tax

laws should be made insofar as they affect the’ professidnl

. t

theatre person.

3) The adequagy of perfofming spaces thrgughout the

- ! LA

country should be studied in connection with thq;AdviEory

Group’s strong recommendation for greater access to

professional theatre.

¥

4)e Employment poss%hélitioéwfo?fzﬁoggw;?oined to be

professional theatre persons. What has happend to thooe

who have majoted in college‘and university theatre

‘programs?. What is the role of educational theatre in this

' _ ,
What needs does it £i11? 1In existing programs,
what distinction is made between programs osing theatre as

o , ) ) . A
adﬁiQEcotional tool ‘and programs using education as a means

N—

of training for theatre?

Y
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5) The questio;l of "nationa}" theatre. In terms of this
cc;untry's g'eo'g'raphy, needs and resources, shouuld ‘the»reh i:e
an institutionalized national theatre? 1Is a uniquely
An;erican nationzl thg.ai:re alrea_dy in e";:istence, or would a
different type of 1nst1tu€§.onal approach better serve the

art form and the éeople?

6) A study of the role of amateur/avocational theatre

organizations should be made. What, for example, is their

4 1

role in the increased development of professional theatre
and do such groups exist because lpf a demand not met by

existing ‘prdfessional theatres?

-

7) The question of unidon and ethnic membershil; on boards
RS . * . B .

;nd panels dea}{ng v;ich professional theafct"e, bgth ihside
and 'outzs_ide the »goveg.;nment.' .éome members oé the Advisory
Group feel there {.s not encugh union, e':thnic and minority
representation in p{blic and p;‘ivat_e deéision—making or

recqmendation-making groups. A study is recommended of
SO

. the extent to &hich the interests of these groups are

reflected in degisions affecting the professional theatre.

-




