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Introduction

China has seen a major transformation in recent years, in its promotion and support of cultural and creative industries.

In sectors such as film and music, China has pursued policies to support international cooperation and a thriving creative economy.
This has been helped by the creation of a vast licensed digital entertainment sector, combined with stronger government action on
copyright and enforcement.

These developments have already led to more investment, a growing cultural and entertainment sector and more revenues for
creators and their commercial partners. There is enormous potential for further growth.

One vital key to unlocking this potential is for China to continue resolutely along the path on which it is progressing: strengthening
copyright laws and developing systems for creators to be fairly remunerated. The creative industries play an important role
in China’s economy and the continued growth of this sector will be achieved through the protection of 2 elements on which these
industries are based: human creativity and intellectual property rights.

/ China has an essential role
to play in the global collections
landscape

Gadi Oron,
Director General, CISAC /
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CISAC and China:
developing partnerships

CISAC represents the world’s largest global network of
creators. ltis the voice of over 4 million authors of music,
TV series and films, literature, drama and visual art.

The Confederation, based in Paris, brings together 239
authors’ societies in 121 countries/territories. These societies
manage rights and collect royalties for the use of creative
works in public, online or via broadcast, as well as their
reproduction, reuse, lending or resale.

The effectiveness of this collective management system,
and the amount collected for authors, critically depends on
copyright legislation and its implementation and enfor-
cement.

In 2014 CISAC opened its regional office for Asia-Pacific
in Beijing, and with that landmark decision the Confederation
committed to partnering with China, signalling to the
international community the importance CISAC places on
the Chinese market.

The Confederation counts the Music Copyright Society
of China (MCSC) as one of its members. It also works closely
with the National Copyright Administration of China (NCAC)
and the China Federation of Literary and Art Circles (CFLAC),
to promote the interests of creators and the creative eco-
nomy.

CISAC'’s mission is to work with its member societies across
the world to help them monitor use of creative works, issue
licenses, collect royalties and distribute income.

CISAC’s 2018 Global Collections Report:
a €9.6 billion global sector dependent on copyright

CISAC is the exclusive data authority on the royalties
collected for creators globally. In November 2018, CISAC
has published its annual Global Collections Report, a
comprehensive source of data on the creative sector.
The report highlights key data and trends worldwide,
including in China.

Global collections in numbers
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rose 6.2% to €9.6 billion. Royalties’ collections for creators
have seen steady growth over the last five years. The
largest repertoire in terms of collections is music, followed
by audiovisual (TV & film), visual art, literature and drama
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The largest source of licensed use is TV and Radio,
representing 40% of all royalty collections globally. The
fastest growing and most important source of royalties
is the digital market.

Collections from digital services increased 24% in 2017
and for the first time exceeded €1bn. In the last 5 years,
the royalties collected by CISAC members from digital
services nearly tripled (up 166%).
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A growing authors rights
sector in China

Five year growth in Chinese Collections (CNY million)

+92.4%

2013 2014 2015 2016 2017

Collections in China by use (CNY million)

5 year
Collections Growth  Growth
Type of Use
TV & Radio 45  +16.2%  +30.8%
Digital 78  +21.9% +433%
Live & Background 72 +286%  +35.8%
Synchronisation 43 +63.6% +115%
CD & Video 37 +9.2% +103%
Other 1.9 -6.1% +166%
Type of Right
Performing Rights 141 +233%  +53.0%
Mechanical Rights 61  +19.9% +371%
Other Rights 43  +63.6% +115%
Total 206 +22.9% +92.4%

CISAC’s exclusive data shows China developing a small but rapidly growing system for remunerating creators
for their work.

Key highlights of the data on China include:
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Chinese society MCSC has doubled collections in only 5 years. In 2017, it collected CNY206m (€27
million) to become the fourth largest contributor to collections in the Asia-Pacific region, which is led
by Japan. 2017 was the 9th consecutive year of growth in collections reported by MCSC.

China has an exceptionally high share of collections from digital sources, reflecting the rapid
growth of its digital entertainment sector. Digital collections have grown over fivefold since 2013 and
are the largest source of creators’ income, representing 38.1% of MCSC'’s collections. This is nearly
three times the global digital share of collections (13%).

International music creators can benefit. Over a third (36%) of music collections in 2017 were
distributed to foreign societies, according to MCSC.

It is expected that China’s digital collections in 2018 will be more than double the level of the
previous year. This is as a result of licensing agreements signed between MCSC and the major
Chinese digital platform Tencent. It is hoped that other major digital platforms will follow this
precedent to obtain a licence at the similar fee level.

There is huge potential for further growth. Today, China ranks 29th among countries according to
the 2018 CISAC Global Collections Report. Given its population and the rapid development of the
Chinese entertainment sector, China has the potential to enter the list of top 10 markets (for royalty
collections) in upcoming years.

In the music sector, subscription streaming has created a vast new licensed sector in China.
UK-based research analytics firm Futuresource estimates the total number of Chinese online music
service subscribers reached 30 million in 2017. This number doubled since 2016 and grew nearly
tenfold since 2014. Improved broadband and smartphone penetration as well as thriving
subscription-based streaming services are driving this growth. Futuresource forecasts music
streaming subscribers will double within the next 2-3 years.

China has the largest Pay-TV market in the world in terms of subscribers, at over 360 million in
2017, according to Futuresource. It now also has the largest subscription video on demand
customer based in the world approximately 180 million in 2017", over four-fold growth on 2015, with
this set to double again in the next 4 years.

The broadcast sector is undervaluing Chinese and international music. Royalty rates paid by
broadcasters are low compared to international standards and could generate substantially higher
returns for creators.

1 Streaming Music Service Overview & Music Market Update, Futuresource, September 2018.
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Building
for the future

China has recognised the value of rights-based industries as well as the enormous cultural and
economic opportunity of its internet-connected population. There is, however, enormous potential
for further growth in the digital income paid to creators. Considering China’s vast digital usage,
with an estimated 802 million internet users (CNNIC), collections are a fraction of what they could be.

CISAC, with its international perspective and knowledge of the sector across the world, sees certain
priorities for the future:

« The creation of a licensed digital music sector is encouraging but unlicensed use remains
a key concern for the Chinese market, particularly online piracy. The Chinese government
has helped this development by stepping up the fight against online music infringement
and piracy, especially via the Jianwang Campaign (&l X {7 5f). CISAC strongly supports
proposed Copyright Act amendments that would include a liability provision for internet
service providers (ISPs) to reinforce internet regulation and promote more responsibility
online.

« For visual arts, an essential revenue source for creators is the resale right. The right
already exists in more than 80 countries/territories and allows visual artists to obtain a share
from the sale price when their artwork is sold in an auction house. The right does not exist
at present in China but, if enacted, will greatly benefit Chinese artists locally and around
the world. In the UK, the local society representing visual artists DACS has already collected
and paid over £65 million (EUR74m) in resale right royalties to nearly 5,000 artists and
estates since its introduction in 2006.

« For audiovisual creators (TV and Film directors and screenwriters), adopting stronger
rights will generate significant growth in the sector. Under the current copyright law, authors
of audiovisual works are not entitled to meaningful protection and cannot benefit financially
from secondary uses of their work, leaving only digital service providers, producers and
distributors to make money from the commercial success of the TV series or films. The
pending Copyright Act would recognise screenwriters and directors as authors of audiovisual
works, correcting this imbalance.
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Conclusion

China has recognised the value of
rights-based commerce as well as
the enormous cultural and economic
opportunity of its internet-connected
population.

With a strong local market, growing
domestic and international investment
in the cultural and digital industries
and increased awareness of the value
of licensing, China has an essential
role to play in the global collections
landscape.

Adopting a modern Copyright Act
would solidify China’s place in the
global creative and cultural industries’
landscape.

Representing 239 societies around the

globe, CISAC hopes that the pending
amendments to China’s copyright law
will be passed as soon as possible,
to help achieve China’s true potential
for local and international creators.
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