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The privatization of the theater led to the entry of a large
number of new theater houses from 2009 to 2017 into the
Tehran art theater market, and the supply of plays increased
significantly. Thus, the number of firms increased and this
led to increased competition in the theater market. With
the transformation of the market, the income of many halls
also changed. This descriptive-analytical article, based on
Baumol's productivity gap theory, investigates the reasons
for the changes of revenue for Tehran theaters, especially
the Theatre Shahr (City Theatre) complex. According to
the productivity gap theory, theaters face the increasing
problem of the reduction of revenue over cost. This article
deals with the question of how the capacity of halls, in a
competitive market, affects the changes in their revenue. To
this end, we first introduced the theory of the productivity
gap and its importance in the economics of art. Then, while
examining the number of theater seats in Tehran each year,
we have shown that the supply for theater has increased by
50% between 1390 and 1396 after 40 years of stagnation.
After that, we collected the number of tickets sold in each of
the halls of the City Theater complex in the 2009-2017. We
have compared the number of spectators in five different
halls of the City Theater complex, these halls are the same
in all features except capacity, so this comparison can bold
the effect of capacity and show us the effect of capacity on
the revenue-generating power of the halls. To analyze them,
we obtained the slope of the best line crossing the ticket
number chart. It is predicted that a significant increase in
supply, the elimination of the government budget and the
productivity gap will reduce the theater's revenue. But the
slope of the charts shows us that the revenue of the largest
hall has been rising frequently in those years. Their strategy
to increase the number of audiences, was using movie stars
and select the works preferred by the audience instead of
works with more artistic quality, which reduced the artistic
quality of the works. T smaller halls were unable to do the
same things, and their revenues have been substantially and

significantly declining. To better understand the relationship
between the capacity of the halls and the changes in their
income, we considered a parameter called the relative
slope of the dampers. This chart has a completely upward
trend and shows the economic power of the larger halls.
In conclusion, the article emphasizes that according to
statistics, the change in the number of spectators in the
halls has been exactly proportional to their capacity, and
capacity can be considered a key parameter in the revenue
generation of similar halls. Due to the lack of increase
in theater productivity in Tehran, the theaters of the City
Theater complex, except for the largest ones and have not
been able to compensate for the decrease in revenue and
increase costs.
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