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Introduction

Copyright law establishes property rights, which enable markets to develop in the cultura sector of the
economy. Aswith al laws, copyright law is nationd; however, the necessity for that law to be
effective with internationd trade of cultura products (books, sound recordings, TV progranmes, films
etc.) hasled to harmonisation of copyright across countries as well as to a congderable edifice of
international cooperative adminidrative arrangements. While the law and its adminigtration differ
somewnhat between countries, the generd principles are smilar in most countries that are Sgnatories to
the Berne and Rome Conventions. The andydisin this paper deds mainly with copyright in the UK
music business; nevertheess, much of the content is relevant to other countries and other parts of the
cultural sector.

The research that is reported hereis part of my programme of research that amsto assessthe
economic benefits and cogts of copyright in the cultural industries. It does so by placing an empirica
vaue on one of the many rights that comprise copyright, the rights of performers to remuneration for
the public performance of sound recordings. Evidenceis provided for the UK, Sweden and Denmark.
These are compared with the earnings from performance rights of composersin the UK and Italy.
While these figures cannot tdl us what these artists earn overal from copyright, they are indicative of
the low median earnings thet is the norm for artists. Of course, asis well-known, afew supersars
receive very high earnings but they are far from typical. Aggregate copyright earningsin the UK, asin
other countries gppear to be high and the cultura industries, or the crestive industries as they are now
caled, make significant contributions to Gross Domestic Product and to export earnings. Those facts
make it al the more important to research the distribution of copyright earnings to the creative workers
(atigs and others). At atimein which there isincreasing pressure to extend and strengthen copyright

law, it is necessary to ask what the benefits are and who enjoys them.

In the paper, | first look at the economic arguments for copyright in generd and then turn to

performers rights. Next evidence on the economic vaue of copyright and performersrightsin generd



is presented and then the administration of copyright by the collecting societiesisanadysed. The
empirica findings of my research on digtribution of roydtiesto individuad musiciansis reported in
Section 7. After that, thereis a short discussion of the associated transaction costs and findly some

concluding remarks congder the implications for culturd policy.

Copyright asan Incentive

The acknowledged economic role of copyright law isto provide incentives to create and disseminate
the expression of ideas. Unlike patents, which have the same economic purpose, copyright law does
not protect ideas, only their expresson of the work in fixed form (the fixation); in the UK, copyright is
automatic and belongs initialy to the author, the creator of the firgt fixation; the law covers awide
range of literary, dramatic, musical and artistic works in various me @, such as broadcasts, films,
recordings, computer software and the like. Whereas patent law requires proof of novelty, copyright
law does not require any proof of artistic merit, and accepts authorship on the basis of creetive effort;
thus arrangements, compilations, listings, databases, etc. are protected by copyright separately from
the origind materid they comprise of.

Copyright isin fact abundle of different rightsin awork. A work inthelega senseisdidinct from a
product in the economic sense, which may be made up of different works owned in the first instance

by different economic agents. These points have important economic implications:

that transactions must take place between the different rights ownersto

produce and market a product comprised of the work or works,

that different rights may well have different economic vaues. A smple example of thisisthe
film rights of abook; an author whose book is made into a film can expect to earn far more
from sdling the film rights than from royaties on book sdes,

that the same rights often command different vauesin different territories, i.e. geographica

markets.



The basic right conferred on the author of awork of controlling or redtricting the acts of copying gives
her atemporary monopoly (and note that rights apply work by work, so that the author of severa
worksisa"multiple-monopolist” ); this monopoly power of the author iswesk in the case of copyright
because she has to contract with publishers (not only literary and music publishers but also firmsin al
the cultura industries that are content providers) to gain economic benefits from her cregtion. The
author may license, assgn or sdll these rights outright or in part or transfer them to an agent. Only the
author's mora right in the work may not be sold or transferred (see below).

Putting al thisin the context of the music industry, composers (of music) and lyricists (of words set to
music) have exclusive author's rights in their workswhich are licensed, usualy by the music publisher
(who has publication rights) to the record company (phonogram producer) wanting to record them.
The record company then has the recording right in its recording. In order to make that recording, the
record company hires performers who aso have rights that must be transferred to the record company.
These performers may be distinguished as contracted artists, e.g. asinger, a pop group or an
orchestra, who by the terms of their contract are paid aroyaty on saes of the record, and the
"backing musicians’ who provide the background music on the occasion of the recording session - the
so-caled "sessons musicians.” Inthe UK, as elsewhere, this latter group does not get roydties on
sdes but they sl their rights for asingle fee in a"buy-out” arrangement. We come back to
performers rights soon. Therecord - the fina product - that is now in existence has attached to it a
bundle of rights - sound recording, copying, broadcasting, public performance, et d. Theserights
relate to a pecific territory.

Protection of these rights by copyright law enables the publisher (the record company in the case of
sound recordings) to appropriate revenues from saes and public performance licencesin full. The
production of a sound recording (CD or cassette) requires an initia outlay, the fixed cog, for acquiring
the necessary rights, advances to contracted artists, payments to sessions musicians and sound
engineers, hire of recording studios for the production of the master tape, payments to graphic artists
for the design of the packaging and promoting and marketing the record. The popular music side of

the record industry (by far the greater part) isinherently risky as consumers tastes are fickle and, in



the case of new performers, unformed, necessitating considerable investment in A&R (Artist and
Repertoire) and the production and marketing of a high ratio of "failures’ to "successes'. Without
copyright protection, making this outlay could be avoided by afree-rider in the absence. Thisisthe
standard market failure argument advanced by economists in support of copyright. Note thet it relates
to fixed costs, sSince it may be assumed that margina costs of reproducing records are low and more

or lessthe same for the record company asfor lega and illega copiers.

Figures published by the UK Monopolies and Mergers Commission (MMC) on the outlay of releasing
an dbum by atypical mgor record company show that it isin the region of £0.25m to £1.75m, of
which £125,000 to £1.4m are recoupable from artists royatiesif they are great enough (MMC, 1994,
pp. 101). In aggregate, the five mgor record companiesin the UK (BMG, EMI, PolyGram, Sony
and Warner) recouped approximately 50 per cent of their A& R expenditurein 1993. A&R
expenditure written off was 15.4 per cent of gross saes; marketing accounted for 15.9 per cent
(MMC, 1994, pp.171 and 173). A free-rider could avoid these fixed costs and avoid risk since he
would know he was backing a successful recording. He would incur only margind costs and possibly
some marketing costs of his own and thus could undercut the initiad producer. His only disadvantage is
arriving later in the market, i.e. not having the headstart of the first entrepreneur.! Preventing this
competition is the incentive that copyright law offers - it enables the publisher to gppropriate dl market
revenues from outlays on the cregtion of the work, the sound recording in this case. That is the benefit

sde.

On the cost Side, however, is the contracting process, which raises costs the more complex are the
negotiation and partiesinvolved. In the example of the process of making a sound recording of even
just one work (and most recordings comprise many works) many transactions must be made.
Moreover, roydties and other remuneration must be collected from ahost of individud rights; each

one can vary in pecuniary worth in the different markets, including those in foreign territories, in which

! Plant (1934) regarded this headgtart as o great an advantage that the protection of copyright law
was unnecessary. This view to some extent gtill persists among economists dedling with intellectua

property law.



they are exploited by sales and by public performance in broadcadts, incluson in films, etc. These are

what economidts call transaction codts.

Performers Rights

Performers are not accorded copyright proper as are authors and publishers but rights "neighbouring
on" copyright; in some countries called neighbouring rights, these are called performers property rights
and non-property rightsin the UK. Following the adoption of EC Council Directives No.
92/100/EEC and 93183/EEC, commonly called respectively the Rental Directive and the Cable and
Satellite Directive, performersin the UK acquired individua reproduction, distribution, rental and
lending rights and the right to equitable remuneration for exploitation of sound recording. Itisthislast
right that will figure largely in subsequent parts of this pgper. Thisright may not be assgned by the
performer except to a collecting society for enforcing the right, i.e. it isunwaivable. Unlike copyright,
which lagts 70 years, in the EEC, performers property rights and the recording right last for 50 years.

Again, | concentrate here on performers rights in the music industry in order to illustrate my argument.

The right to equitable remuneration for exploitation of sound recordings relates to the public
performance of records, the right to which is licensed to users - broadcasters and a huge range of
other enterprises, such as shops, pubs, hotels and restaurants, agroplane and shipping companies,
discotheques, sports halls and the like - who play records in public for their customers. This
secondary useis distinct from saes of records, which enable buyers to play records for their own use
in private as often as they wish. Paymentsto performers for sales take the form of roydties (and
advances on royadties) to the contracted performer and aflat rate fee to the sessons musicians which,
inthe UK a least, buys-out their rights except that of public performance. Once the record is made it
becomes a quasi-public good when performed in public and rights owners (the record company and
the performers) can only earn income from fees from licenses sold to users, the price of which is based
crudely on the number of people who may be deemed to have access to the public performance.
Thereisacomplex set of tariffs for various types of users. For many uses, and particularly for
broadcasting, which has mass audiences, detailed logging of recordings is required so that performers
may be paid accordingly to the use that is made of their work. Thisisdiscussed in detall later on. A



further point to note is that performers cannot prevent the record company from exploiting the
recording for sales or secondary use. In the case of secondary use, performersin the UK have no

influence over the extent to which exploitation takes place nor over whet is charged for licences.

Secondary use of works, whether sound recordings or other copyrighted works, necessitate
collaborative collection of roydties. Thisisdone by collecting societies. Those in the music industry

are discussed later.

Economic Value of Copyright

Since the avowed economic purpose of copyright law isto provide an incentive to creste and
disseminate works, it is gppropriate to enquire what the pecuniary vaue of theserightsis. Itis
sometimes said that copyright has a symbolic vaue to artists and that it confers recognition of their
datus; in addition, mord rights, which have no monetary vaue, are a timulus to crestive activity. | do
not dismiss these arguments, however, cultural economists studying artists |abour markets have shown
that artists respond to financia rewards by spending more time on artistic work, thet is, supply is not
totaly indastic (Throsby, 1997). Surveys of artists labour markets have aso shown how relaively
underpaid artists are and that they are unable for financia reasons to spend as much time on their
chosen occupation as they would like to because they do not earn enough from it and must do other
work to make aliving (Towse, 1996). It istherefore vaid to ask how much artists earn from
copyright - in this case how much do musicians earn from royaties and other income related to

copyright/performers rights in the music industry?

Starting with the aggregate picture, | quote figures for 1995 from an important sudy The Value of
Music in the UK by Dane, Feist and Laing (1996).

Table 1 here



The total figure for the music industry, as defined in Table 1, of £2.5bn represented 0.3 per cent of
UK GDP for 1995; in addition, the industry is a mgor exporter, with exports of £1.2bn being twice
the figure for music imports. Dane, Feist and Laing (1996) <o cite officid Satisticsfor 1995 on
consumer spending on music of £3.1bn and their own estimated expenditures by private corporations
of £145m. In addition, the British Broadcasting Corporation (BBC), a public corporation, is estimated
to have spent £87m (including £46m on copyright payments) on music in 1994195 (p.83). Totd
expenditure, excluding subsidy and private sponsorship (which are transfer payments) was £3.3bn.

These figures demongtrate the economic importance of the UK music industry and hint a the role of
performersinit. What is much more difficult isto estimate the earnings of musicians, i.e. composers
and performers, from copyright and performers rights. Musicians earnings derive from royaties from
the sde of published music, from live performance, from recording (records, film and video,
commissioned music for radio and TV, including advertisements, jingles and sgnature tunes, etc.) and
from secondary use of records. Composers are often also performers. Thisis especidly true of pop
groups but also 'classical’ composers conduct and perform their own and others music. In addition to
royaties, musicians also earn income from fees for live and recorded performance. No rdiable data

exis for totd earnings of musicians, though partid surveys have been conducted (see Towse, 1996).

The point being made here is not what are musicians incomesin genera but what are their earnings
from specific items of the bundle of copyrights. That iswhat will tell usthe vaue of theserights and
the incentive that they offer to creaste and perform music. The merit of this gpproach isthat it dlows us
to andyse the incentive value of changes to copyright, such as the recent extensions of performers
rightsin the UK due to the EEC's harmonisation of copyright, in particular the new regulations due to
the Rentd Directive. Indeed, the government department responsible for implementing the Directive
sought information from the music industry and music users on both the benefits and costs of the new
regulations but no systematic research had been done on these questions. The main source of data on
musicians earnings from copyright and performers rights (i.e. the economic benefits of the new rights)

comes from the collecting societies in the music industry.

The Collecting Societiesin the Music Industry



Before proceeding with the data on music royadities, it is worthwhile to describe the activities of
collecting societies because their role both demondtrates the problems of administering copyright and

explains the sources of earnings from copyright.

Collecting societies are non-profit membership organisations. They have four main functions:

1. To license the works in which they hold the copyright or for which they act as agent on behdf of
their members for pecific uses,

2. To monitor use and collect revenues,

3. To digtribute revenues as roydties to members, and

4. To enter into reciproca arrangements with foreign collecting societies to collect and ditribute
roydties earned in the UK to foreign rightsholders and to receive and distribute roydties
earned abroad to UK rights-holders.

Throughout Europe, there are somewhat different practices concerning collecting societies. 1n the UK
there are twenty collecting societies for variousrights. These are: the Performing Right Society (PRS),
equivaent to KOMKA in Koreg, to which are assgned performing and broadcasting rights by
composers and music publishers, whenever apiece of music is performed or broadcast aroydlty is
paid to the composer and/or publisher of the work; the Mechanical Copyright Protection Society
(MCPS) licenses the mechanicd right (the right to record) as the agent of the composers, lyricists and
music publishers; anyone recording a piece of music must obtain alicense from the MCPS and pay
roydties on the sde of recordings; snce 1998, the MCPS/PRS Alliance has jointly administered
performance and mechanicd rights (an example of greeter efficiency of collection). Phonographic
Performance Ltd (PPL) is the collecting society for the record companies; it licenses public
performance and broadcasting rights of the recording companies, who are the owners of the copyright
in sound recordings; and Video Performance Ltd (VPL) which performs the same task as PPL but for
music videos. In Itay, by contrast, SIAE (Societa Italiana per Autori eEditori) isthe sole organisation
administering copyright and it islicensed to do so by the state. That is also the case with Jasrac (for



composers and publishers) and Geidankyo (for performers) in Japan. Table 2 presentstota income

figuresfor performance and mechanica rightsin a sdection of countries.

Table 2 here

Collective adminigtration, particularly of secondary use such as broadcasting and other public
performance, has developed with the proliferation of rights and uses. Collective adminigration first of
al enablesindividud artigts to collect royaties from and monitor uses of their works, something that
would otherwise be prohibitively expensve for dl but the highest earners, the cost of the extensive
adminigrative networks needed to do so are thus spread over al members of the collecting society.
By means of blanket licensing, collecting societies o reduce the cost to users of playing copyrighted
works; by paying asingle fee, users have access to the whole of the society's repertoire. In the
absence of such blanket licenses, users would have very high transaction costs of clearing rights with
each individua composer, lyricist, music publisher, performer and record company. The licence
gpplies not only to asngle territory, but dso through reciproca agreements with foreign collecting

societies, to the territories in which they operate.

Inthe UK (asin many other countries), each collecting society has amonopoly over the administration
of the right(s) which it administers. This monopoly has been a matter of concern to competition
authoritiesin several countries? In the UK at least, the natural monopoly (due to network costs) of the
societies over these rightsis accepted by the government's anti-trust body, the Monopolies and
Mergers Commisson (MMC), as beneficid. However, it did leve criticiams at the rdatively high
adminigrative costs (26 per cent for PRS domestic licensing and 17 per cent overal in 1994; 13 per
cent for PPL). In 1999, the MCPS/PRS Alliance had only 10.7% adminigtration costs (less than half
of those of KOMCA a 22.4%). The MMC dso investigated the system of distribution of royaties

between members; different types of music, such as contemporary classica, used to be paid different

> The anti-trust body in Germany ruled that GEMA, the German performing rights collecting society,
was an unacceptable monopoly. In the USA, ASCAP again administering performing rights was
forced to accept competition from BMI.
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royalty rates. Different types of musc inevitably give rise to differing collecting costs, another item that

digtorts payment to individuas in some countries is cultural deductions.

Before turning to a discussion of performers rights, it is worth looking at the breakdown of aggregate
figures of roydties and licence fee incomein the UK music industry within one society. The PRS
distributionsin 1994 for the previous year's UK performances were 27 per cent to Writers
(composers and lyricists) and 47 percent to Publishers, with 32 per cent going to Overseas affiliated
societies. The PRS figure may be broken down into income from broadcasting rights, from public
performance rights and from overseas roydlties; in 1994 each category contributed roughly one-third
(MMC, 1996). MCPS royalties derived mainly (75 per cent) from record saes etc. with licensing for
broadcasting (8 per cent) and other licensing contributing the remainder. Half of the PPL income

derived from broadcasting and 42 per cent was from public performance of sound recordings.

The divison of PPL didributionsin 1994 between the different groups of members was 67.5 per cent
to the record companies, 20 per cent to named (contracted) artists and 12.5 per cent to the sessions

musicians. As we see below, those shares were changed to 50 per cent to the record companies and

50 per cent to dl performers by changesto copyright law from the Rental Right Directive; it is,

however, open to question whether this improves the share of performers®

These figures show the extent to which publishers benefit in relation to composers and performers.

New Extended Performers Rightsin the UK

The following case higtory illugtrates the effect that changesin copyright law can have on the
way markets work. The PPL distribution described above was until 1996 a voluntary agreement
between the record companies, named performers (i.e. those with a contract for roydties on saes

with the record company which recorded their performance) and the Musicians Union representing

® This has been the subject of research by Millie Taylor and mysdif.
See Taylor and Towse (1997), Towse (1997a) and Towse (1997b).
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the sessons mudicians. Backing sngers were not part of this arrangement and recelved no
remuneration for public performance of sound recordings to which they contributed; they smply
received a session fee that bought out their rights and , presumably, reflected the vaue of their
contribution to the recording.. The introduction of the Renta Directive (EC/92/100) in 1996 changed
this arrangement, making remuneration for the public performance of sound recordings an unwaivable
gatutory right of performers. Thisright isan individua one and payment is now based on the
individua performer's contribution to a recording, measured (in the UK) by time minutage).* This
requires every performer's playing time to be logged for each track on arecord (track by track for an
abum or compilation disc). It has made necessary the collection of much more detalled information
and will dso require a points system for the digtribution of royaties. A new collection society for
performers has been set-up to administer these rights, PAMRA (Performing Artists Media Rights
Asociation). This has, however, predictably, had serious problems in starting out because such
detailed data are required, not only for currently produced works but even more for back catalogue.
In addition to distributing the performers share of the PPL distribution, PAMRA can now enter into
reciproca agreements with foreign collecting societies deding with performers rights, for example,
Geidankyo in Japan, which have collected performers roydyties for sometime.

Another change is the divison of income from public performance between the record companies and
performers. In line with other countries, in many of which an equa share is a Satutory obligation, the
divison in the UK will now be 50:50 due to a voluntary decison by PPL. To an economigt, the issue
is the degree to which changesin copyright law can influence the earnings of performers and authors.
That is the underlying question of my research.As can be readily understood, the answer isfar from

smple.

The Renta Directive dso introduced a new concept into copyright law in the UK, by making this non-
property right unwaivable. Previoudy, only the mora right was unwaivable (and that only since 1988).
This gtricture, however, does not gpply to the fixation of the performance for salesi.e. for primary use,

only to secondary use when the record is played in public or broadcast (public performance). UK

*In German-speeking countries the basis is the performer's earning from her origina contribution.



performers will therefore continue to sdll that right in a buy-out. Research by Taylor and Towse
(1997) anticipates that the fee for the recording session, £90 in 1996, could be adjusted (or not raised
inred terms) in view of the unwaivable future income to which the record company is now datutorily
liable. Timewill tell. Our ongoing research isto monitor the effects of this change to copyright law. It
offers a unique opportunity to observe the interface of law and economics as the economic effects of
the indtitutiona change take place.

The clear intention of the drafters of the EEC Rentd Directive was to prevent performers, who
generdly have aweak bargaining postion vis-a-vis record companies, from being forced to agreeto a
buy-out of their rights (Reinbothe and von Lewinski, 1993). Thus the purpose is to regulate market
outcomes. Buit it is not dways the case that such a policy aways leads to the anticipated benefits:

markets work around the law in many ways.

An anadogy may be drawn with employment law; for example, regulaing the maximum hours thet may
be worked in aweek alows an employee to withstand demands by an employer to work more than
the statutory hours without fear of being sacked. The employee may agree to work overtime a an
enhanced rate of pay but she hasthe right to refuse to do so. Such regulations protect workers rights
and improve their bargaining power; however, they also raise the cost of labour to the employer and, if
excessvely strong, could put him out of business, and causing the worker to lose her job. Aswith
employment regulations, the Rental Directive seeksto ater the balance of power between the
individua performer and the "employer” - the record company - who uses her labour, now
transformed by recording into a property over which she has aright. If that right were sold she would
have no further clam on the income accruing to it. The idea behind the Renta Directive isto prevent
exploitation of performers. What it impliesisthat there cannot be afair price for the outright sale of
rights - the so-called buyout. It aso implies abelief thet the lega system can manipulate amore

favourable outcome than the market. Such a proposition must be tested by empirical data.

Distribution of Royaltiesto Individual Musicians

In order to assess the extent to which copyright law provides an incentive to creetive activity
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and, ultimately, whether changing the law can improve that, it is necessary to know how much
individua musicians earn from their rights. Collection society data provide abasis for this informeation
as digributions are done on an individua basis. Moreover, in the UK, each collection society
adminigters only arestricted range of rights, and sometimes, asin the case of PPL, only oneright. As
part of our research, Taylor and | obtained data on distributions to individua musicians for the six
years 1989 -1995 which was adminigtered (in alump) by the Musicians Union prior to the formation
of PAMRA. Table 3 shows the distribution by bands of income.

Table 3 here

The money was digtributed on a points sysem (by type of music, number of sessons ec.); the
minimum payment per point was £30. The top earner received £44,630. With the distribution so
obvioudy skewed, the median is obvioudy the best measure of what the typicad performer earned.

The median individual payment was £450 for the Six years, an average of £75 per year.
These figures do not suggest that the performers right can provide a significant incentive to supply. In

1990, a musician working in West End musicd in London (these musicians often do sessons work in
the daytime) typicaly earned £22,000. Clearly they could earn more from even one three-hour
session fee (£90) than from the typicad annua payment to performers for secondary use, i.e. that to
which performers rights now entitle them.

It might be argued that these are, unrepresentative because of the ad hoc way they were distributed.
To counter thisclaim, | have collected data from other sources, which confirm the same pattern.
Composers, who have long enjoyed a performing right, fared similarly asis seen from Table 4° In
1994, writer members of the PRS received a median net royaty payment of between £75 and £99 for

® It should be noted, however, that averaging the figures over the six-year period disguises the fact that
PPL revenues are growing; they rose by 34 per cent from 1992/93-1993/94 and 11 per cent the next
year. Also, these distributions were for the 12.5 per cent share of PPL income alocated to (backing)
musicians.

® Interestingly, the pattern of these resultsis the same as those in the 1960s and 70s (Peacock and
Weir, 1975).
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domedtic licensing (about two thirds of PRS totd income). Table 4 shows that median earnings of
writers from domestic revenues was in the band £75-99; 31% earned less than £25; 66% earned less

than £250. Including overseas earnings, 66% earned less than £250 and 4% earned over £10,000.

Table 4 here

Daafrom SIAE in Itay for al copyright earnings (Table 5) portray an even more skewed income
digtribution.” The total number of authorsin SIAE is 40,999 and the net distributed income in 1996
was nearly 143,402 million Italian lire. As can be seen from Table 4, 81.4 per cent of authors
received less than 50,000 Lit. (about US $10) with an extraordinarily low median of 80 lirewhich is
barely comprehensable, since the annual membership feeis 150,000 Lit. Adminigtrative charges were
aso high at over 50 per cent.

Table 5 here

Recent data from Geidankyo for performers  remuneration for Rental and secondary use (Table 6)
demondrate the same uneven didtribution; a very few superstars earn alot but the middle-of —the-road
(median) performer does not.

Table 6 here

All these figures do not tdl us what individuds earn in total from different rights. A survey of artists
would be necessary to establish what they earn from different sources. What data from one collecting
society show is the vaue to individud artists of a specific right. However, they show a consgtent
pattern and suggest that the amounts are smdl and can make only a marginad impact on artiss
earnings even over a 50 year period (assuming the recording was in use for so long). The incentive

vaue for the mgority of artists mugt, therefore, be doubted.

"1 am grateful to Giovanni Ramello for obtaining and andysing these data for
incluson here.
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Transaction Costs of Copyright

It is wdl-known that collecting societies adminigrative costs (born by the membership) vary a lot
country to country and from society to society; according to figures for societies collecting for musicd
performance for the top 50 revenue earners in 1999 published by Music Business International,
these were mostly in the region of 15-20 per cent. But there are aso costs of complying with the law

and changes to copyright law have transaction costs to users.

The new performer's right to equitable remuneration from sound recording necessitates distribution on
the basis of the individua's contribution track-by-track and necessitates changing the basis of
collection; in 1996, PPL estimated this would add 2 per cent to its existing 13 per cent charge.
GRAMEX in Denmark reported costs £80-£100 smply to register one CD. PAMRA inthe UK, set
up to distribute the backing performers PPL share has encountered problems which seem likely to
add to the cogts of adminigtering the performers right. Of course, some of these areinitid teething-
trouble cogts and dectronic tracking may well be expected to reduce them significantly eventudly.
Some of the systems that have been proposed would shift the burden of cost to the record producer

or the user. Who bears the transaction costs is therefore an issue that needs investigating.

Conclusion
The empirica datain this paper, however limited, are the firgt attempt to estimate the individua vaue
of specificrights. They do not tell us how much totd musicians earn. What they do show is that
despite high aggregate earnings from copyright, the vast mgority of musicians earn rddively little from
their copyright and performers rights. The large sums of royaty income that copyright law enablesto
be collected goes mainly to the publishers (music publishers and record companies) and to asmal
minority of high earning performers and writers. These are persons who can defend their own
interests in the market place by virtue of their bargaining power and ability to hire advisers (managers,
lawyers and accountants) to control their own affairs by contractua arrangements. This does not
imply that thereis no case for copyright. Property rights must clearly be defined and enforcesble. But

copyright law merely provides the framework for transactions. How much is earned is a market
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outcome. In recent years, artists of dl kinds have come to believe in copyright and related rightsas a
symbol of their professiona recognition and as guarantee of their right to earnings from their work.
These data show that that faith, for the typica artist, ismisplaced. Even taking into account that

copyrights and performers rights last for 50 years, their present value can only be amargina incentive

to supply.

Thisanalyss naturdly leads to the question of policy implications. Would strengthening or extending
copyright law result in higher earningsto artists? Can the bargaining position of artists be improved by
regulation? Even if such measures were gpplied, how would they affect the costs of collection and
monitoring use? The gpproach of economigtsisto ask if the margind improvement in benefits would
outweigh the extracods. At present we do not have sufficient data to answer these questions
properly. But the tentative conclusion is that the economic power of firmsin the cultura indudries,
which are for the mogt part verticaly integrated oligopalies, strengthened as they are by copyright law,
is such that conceivable changes to that law could not vastly improve the earnings of artists. At atime
in which the future of copyright law is being considered in the light of technologica upheava, we must
aso ask if it has anyway served the public interest well.
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