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Ruth Towse, Copyright Policy, Cultural Policy and Support for Artists in The Economics of 1
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21



"Artists are typically at a disadvantage in relation to
firms in the cultural industries for several reasons: as
individuals, artists have poor access to the capital,
market and therefore need to contract with a firm to
distribute their work, whereas the firm, often a
multinational giant corporation in an oligopolised
industry has a very easy access.

With little capital reserves, artists have to sell their work
within a short time of its creation; thus their time
preference rate is much shorter than a firm's; and
artists have a relatively small portfolio of work and
cannot poll risks, while a large firm with a huge
portfolio of copyrighted work which it can exploit when
market conditions are favorable.

Another source of asymmetry is in relation to market
information; artists have considerably less experience of
market conditions than do firms. Moreover, individual
artists cannot afford the legal costs of defending their
rights in court, whereas firms can"

N9 NP MMNN2 NYoYon Apn — Cultural Economics 1 0INN2 ROySpRn Mo
SDOYPNAYNT DIV PAT DIINDT P PYIDINM POMISPN PIYY OIMIND NN IPY 19N
DYAND ,DINNNEYI DITIY DY LYND : DMIXPY DAMYN DNP 190N DY ON DIPHNDN
MPIANDT DN HY NDVINND MAPNN L IYSINON 13 NN RPIDYN APININIINMD
AN TPYINR NHNLD MINY YHNKT 1IN 10 1993 ADIDN ,NPIDYN NNVIN XOD "DNOPN
DM AN NIRND T 7ANPPII NININD DOIPYIY MR 00 2NN TIPam) 01N DV

Y. Towse 'm79n , M2

"Cultural economists by and large had to undertake
their own surveys, which are inevitabely less reliable
than a census. Nevertheless, surveys of artists in a
number of developed countries reveal remarkably
consistent results, namely that artists are mostly self-
employed, work long hours on short term contracts, and
experience higher than average unemployment; they are
multiple job-holders in both the cultural sector and in
other sectors of the economy, in which they receive
below national average earnings that fluctuate from year
to year despite the fact that they are typically highly
qualified.”

DINT 290 12 ,1795550 HY NMONMNND RYIN D) NIPN NNNADIT IN1N 1P IVDO-NN
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Ruth Towse, Copyright Policy, Cultural Policy and Support for Artists in The Economics of 5

.68-69 n"va ,Copyright in Research and Analysis, 2003, Edgar Elgar
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.y "Efficient distribution of Copyright Income»

"We have also pointed out that, if we must assume that
one of the creator or distributor is more risk averse,
then it is surely most logical that the most risk averse of
the two is the creator"1?

— 79200 NI MIXTIN ON Y2 220

"There is uncertainty as to the final value of sales
revenue that will be available to be shared, but the
contract that stipulates how the revenue will be shared
must be decided before the true state of nature has
been revealed."

N PO OVDNA NP DY YN MM DYLN X Watt 919 aon Tunna
S PIPOTI VY9N NN NT WPNL . MINTIN

"In particular, it is certainly true that the distributor will
generally already hold a portfolio of existing contracts
with other creators, to which it is considering adding
the current contract. It is also true that there are likely
to be significant covariance effects that may actually
reduce the risk that the distributor faces."18

987 : DXON NN NI PINN ONP 280 NIV J5Y G0N — 7ANNN PHYNNY 2P0M
MNTYN YTIANRN DY /ININD NOT DY YN DD NNYY 29N NI 2D YTV ONNDIN INDVMIONN)
TAN MNPAYY INVMIDNY I NTYN ITIARN VN NXRY MIKIN PPN [ N1ID TRy
M2 DNY NN TO ,0MV IX TNXR NDY PINNY P9 NNY NN DT 5100 N7 NI 2 wXIN
9150 Ny 9521 ,0oNN2) DINVMIDN 29IX DN NTYN THND DI AN NOWD ANy Dy Mow
NOT INNYT NS 21N TTIAN INDIN INVIONT ,TOVN .DNN TAN DY 1NN NTPYN TINRD
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Alonso, J. and Watt, R. (2003) Efficient Distribution of Copyright Income. In W.J. Gordon and R. 17
Watt (Ed.), The Economics of Copyright: Developments in Research and Analysis: Northampton,
.93 1my ,MA: Edward Elgar Publishing Ltd
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"Ample evidence of the disadvantaged bargaining
position of artists when dealing with firms in the
cultural industries is to be found in Caves' (2000) study
of industrial organization in the cultural industries. In
this book, he applies contract theory to the bargain
between artists and firms, showing that the specific
features in cultural production — artists' concern about
their reputation and quality of their product, differential
talent between artists, radical uncertainty about the
reception of novel work, that many products require the
co-operation and coordination of many different skilled
workers, the need to meet deadlines and costs of failure
to do so — conspire to cause some serious contracting
problems that firms deal with by incentive and option
contracts to protect their investment. In the standard
royalty contract, the artist receives around 10-15
percent of sales revenue and this yields low earnings
from copyright to the 'typical’ artist".
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"Naturally when the creator does not take care of the
entire production-distribution chain, the matter of how
she is reimbursed from the income that is generated
becomes important. Clearly, there are a great many
alternatives from which the formula that determines
royalty payments may be selected. However, in spite of
the size of the alternative set, one particular format is
very much prevalent in real-world situations - the
royalty is a fixed proportion of total sales revenue (see
for example Baumol and Heim (1967) and Towse (2001),

where a wealth of real-world information is given

concerning royalty agreements". *
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