Contemporary Music Working Group 

Submission to the Mortimer Review for Export: 
Increased Exports 

Maximise the industry’s export potential and income

BACKGROUND
This submission is on behalf of the Contemporary Music Working Group (CMWG) on behalf of the Australian Contemporary Music Industry (ACMI) which comprises a broad range of organisations including songwriters, performing artists, record companies, music publishers, multinational major record companies, record producers, manufacturers, distributors and retailers.

It is understood that the Mortimer Review is looking to assess Australia’s export and investment performance and as such will make recommendations on future policies and programs to promote exports and investment flows, develop export capacity and enhance Australia’s international competitiveness.
The issues to be considered are as follows:
· structural and supply-side factors affecting exports

· trade negotiations and market access issues

· issues associated with international business development

· export development programs and services

· financing exports

· investment promotion and facilitation, and

· the effectiveness of government resources deployed to advance the trade agenda.

These areas are addressed below.
Structural and Supply-Side Factors Affecting Exports
From 1995-96 until 2000-01 there was steady growth in export royalty earnings, but since this time there has been significant fluctuation and a sharp decline. The industry attributes this fluctuation to the impact of particular bands, managements and labels; a single band such as Savage Garden, for example, can have a disproportionate impact on earnings. Australia is building from a very small global export base, but such internationally successful bands highlight the potential of export earnings growth where necessary support is given. In 2005-06, overseas countries paid $41m in music royalties to Australia, while Australia paid almost 5 times this amount to overseas countries.

Those who are principally responsible for the marketing, including export marketing, of recorded music are record companies who range from the four local affiliates of the multinational ‘majors’ through to ‘independent’ Australian labels of varying sizes. Independent recording labels range from small niche-market labels to large organisations with a turnover of $50 million per year.

Trade Negotiations and Market Access Issues
All record companies, regardless of size, face immense challenges in exporting their product to other markets. In the case of the majors, this involves ‘internal marketing’ of their Australian acts to offshore affiliates, and, in some cases, to non-affiliated companies. Smaller Australian independent labels without an international company network through which to distribute their product rely on establishing international licensing relationships on a business-to-business basis, something that occurs particularly in niche genres such as Australian jazz, electronic and dance music. Similar challenges are faced by managers and publishers of Australian contemporary music.

Issues Associated with International Business Development
The global sound recording industry is dominated by the US, Japan and the UK, which account for around half of the global retail sales market and generated over US$12 billion in retail sales in 2005 [Source: IFPI 2006, The Recording Industry in Numbers, International Federation of Phonographic Industry Secretariat, London, p. 3]. Australia had the 7th largest music industry market in the world in 2007, being valued at USD$400 million and was noted by the IFPI to be buoyed by a “strong local repertoire”.

Australia’s small market size exacerbates the impact of other market problems. Music can generally be sold profitably at a lower average price if the audience is large – because the major costs are in development, production and marketing, not reproduction and distribution. In Australia, this is often a problem, because producers can only sell to a relatively small market before facing the hurdles of exporting. Our geographic isolation from the major international markets also increases the expense of breaking into the export market. 
Export Development Programs and Services
The ACMI uses existing Australian Government programs when appropriate and when aware of their availability. Austrade’s Export Market Development Scheme (EMDG), for instance, provides some marketing support for enterprises embarking on international tours, while the  Australia Council’s ‘International Pathways’ program provides valued opportunities for Australian musicians to pursue international artistic and market development activities.
The ACMI aims to maximise export potential and income in the following areas:

· Licensing – including through licensing sound recordings overseas;

· Performance royalties for Australian music being performed overseas, both live and recorded;

· Merchandising fees; and

· Live Performance/Appearance fees.

It should also be clearly stated that there is a need to develop strategies that address the creation of demand as well as meeting supply side factors.  Reaching the consumer in foreign export markets is an area that is seldom attended to in the development of export market strategies.  

Financing Exports
The issue of export investment is critical to the effectiveness of music exports as the market is by and large determined by a company’s capacity to demonstrate longevity and continuity in both their own market and also the international market place.  It is therefore critical for the export focused companies to ensure stable pathways to finance.  
There are a number of international examples of targeted government intervention with respect to tax incentives for smaller domestic companies that enable consistent re-investment into the development of export initiatives.

Investment Promotion and Facilitation
Key global trade events provide an opportunity for the Australian industry to come together under a single banner to represent the diversity of the local industry to delegates from almost 100 countries in the recording, publishing, live, sync, digital and mobile sectors.

However there is an opportunity for focused international showcases of Australian product and business, in terms of the recordings and the performance, to specific overseas markets.

Historically, the UK, Europe and the USA have been the focus export markets. In addition to these markets, there is an enormous opportunity for a coordinated Australian music trade missions and showcases in China and other key Asian markets.

The industry could benefit significantly from a coordinated approach to these global events.

Media presence is a critical vehicle for audience development in international territories. Currently there are no coordinated programs to support and develop opportunities for Australian artists to gain radio airplay exposure internationally. By comparison, New Zealand artists are well supported in this area through the ‘NZ On Air’ initiative and some support for French artists in gaining broadcast exposure is coordinated through the work of the French Music Export Office.

There is particular potential for Australian artists in developing coordinated relationships between the

Australian community broadcasting sector and its sister sectors particularly in the USA, Canada and

England. As with the Australian community broadcasting sector such broadcasters in these territories reach audiences that are naturally interested in new music and will therefore provide an important early audience development opportunity for Australian artists who are new to these areas.

The Australian Music Radio Airplay Project (AMRAP) was particularly successful in its first three years (2000-2003) in significantly increasing the amount of community radio airplay gained by new Australian music (from 20% to 35%). The AMRAP model could form the basis of useful international collaboration to improve export and overseas airplay for Australian music.
The Effectiveness of Government Resources Deployed to Advance the Trade Agenda.

It is worth noting that while the physical market has been contracting for some time now and that live music revenues are on the increase as a global trend, the recording industry has identified there will be a turning point and that licensing of product, be it physical or digital or in other forms is going to form the basis of that new growth. 

The ACMI’s aspiration is to grow its total annual export income to a level equivalent to domestic income around $500m. .The aim is to achieve export income of $150m, an achievable goal with the necessary industry and government support.

The achievability of this goal is apparent in comparison with foreign export markets. The UK, for instance, with a population of 60 million, now has a music industry export value of GBP$1.3 billion (AUD$3.1bn). UK Trade and Investment has invested significantly in strategies and initiatives to drive the industry’s continued export development, with priority markets of the USA, China, India and Japan.

Sweden, meanwhile, with only 9 million people, has more than doubled music export income in the 6 years from 1997 to 2003, rising from the equivalent of AUD$592m to AUD$1,225m. Key contributors to export revenue have been bands such as ABBA but also songwriters providing material for international stars. Other major factors include Swedish government and music industry policies and activities such as:

· Extensive music education programs;

· Subsidised rehearsal and performance venues for popular music groups;

· Easy access to affordable, high quality technology and expertise;

· Entrepreneurial activity between recording studios, record production and music publishing firms;

· Support for an extensive, growing and highly networked recording and publishing industry; and

· High level, visible support for the industry from government leaders, nationally and internationally.

New Zealand, with a population of 4 million people, aims to grow its music industry export earnings significantly. In 2004, the NZ government launched a strategy to grow the economic and cultural potential of its music industry. In 2004, it aimed to grow export earnings from NZ$5 million per annum to $10m in 3 years, to $20m in 5 years and $50m in 10 years. In 2005, the government committed $5.4 million to support export growth of the New Zealand music industry.

Achieving success in the major overseas markets is the key to achieving equal domestic and export income. Opportunities to achieve these goals already exist, with current international successes such as Jet and Wolfmother demonstrating that it is possible for an Australian act to make an impact.

In order to increase Australia’s music exports, a coordinated approach to the marketing of Australian music overseas is required
A number of industry organisations (commercial and industry representative bodies) are currently involved in activities to promote Australian music into export markets, including trade conventions. Branding and key representative personnel, however, are inconsistent, which is in stark contrast to the approach by many other countries including the UK, New Zealand, Canada, Ireland, Estonia, Finland and Brazil. Austrade, the Australia Council and State Governments support different activities in a range of territories and have differing roles, making coordination challenging.

An audit of industry activities, existing government support and initiatives for the export of music is required and a strategy for better implementation developed. Possible solutions include:

· encouraging regular trade missions to attend key music events within Australia;

· assigning the task of coordinating Australian music representation at trade conventions and other music export initiatives;

· combining our export strategy with those of crossover industries such as tourism and fashion
Additionally a focus on the following areas is also required:

· leveraging the expertise of Australian industries already exporting successfully into specific Asian territories (e.g. visual special effects, legal and financial professional services).

· The following components should be included as part of an holistic strategy:

· International music trade fairs;

· Networking events (B2B specific);

· Showcase and tour support;

· Trade missions;

· On-the-ground marketing;

· Brokered opportunities (tours, deals and radio in international markets);

· Buyers visit program (digital licensing development in the domestic market); and

· Direct business support for market access.

The establishment of the abovementioned strategies will have an enduring positive economic effect.

Anticipated outcomes are as follows:

· Creation, maintenance and growth of a coordinated Australian presence at international music industry trade fairs;

· Increased networking opportunities for Australian music industry representatives;

· Effective showcases of Australian contemporary musical product;

· Commercial agreements under which overseas companies invest in the distribution and marketing of Australian talent;

· Formulation of business relationships that may lead to short and long-term opportunities for

· Australian companies and artists; and

· Opportunities for international business-focused travel that would otherwise be prohibitively costly for the industry to realise the outcomes above.

