Rights of way: PRS For Music
and PPL represent a huge range
of artists and songwriters,
including (L-R) Harry Styles,
Celeste, Rita Ora and Emeli Sandé
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With efficiency and transparency at the top of every artist, label, publisher and manager’s agenda, competition in

the royalty collection business is fiercer than ever. In this special report, Music Weekprofiles the major players,
looks at key recent developments, and analyses the future of this increasingly vital sector...

— BY JAMES HANLEY —

uly 15 was a bombshell day for the music business, as
the release of the DCMS Committee’s explosive report
into the economics of streaming raised more questions
around royalties than ever before. Several weeks on, the
industry s still seeking answers from the government,
but the fallout threatens to run and run.

“In the coming years the DCMS Committee inquiry will
undoubtedly be seen as an important moment in time, when all our
attention was singularly focused on how streaming has changed our
industry,” says PRS For Music CEO Andrea Czapary Martin, who was

composers and publishers is properly recognised and that their rights
are fully protected.”

Over at neighbouring rights organisation PPL, which operates a public
performance licensing JV with PRS in the UK, one fact in particular stood
out to CEO Peter Leathem.

“The overall value of the industry [$20.2bn in 2019] is still less than it
was back at the peak in 2001 [$23.4bn], so that is a bit of an issue in terms
of who can sustain a living,” he says. “It’s just a challenging backdrop,
with so much more competition because of streaming, which is where we
really do need help from the government in terms of the value gap and
licensing of YouTube and things like that. Other than that, it is clearly a

among those to be grilled by MPs on the subject. 1% 9 . : . .

Calling for a “complete reset” on streaming, the committee The music verybmad—rajndirslg?r,t,andltmﬂbeverymteresnngm see what
concluc-letdthat P ers, songwriters and composers receive LG Leathem was ql‘;"’lzze:;by MPs during the inquiry on whether PPL could
only “Pmﬁﬂ s” asa i “p<'x')r royalty rates and the works best oversee a new system proposed for “equitable remuneration” (ER) —a
valuation of songwriting and composition, compared to the value of when dll " 1o performers whx T e R

ing”. The verdict came as no great surprise to Martin. payment € SHeve ngola
asong’s recording” great surp performance is played in, or broadcast to, the public (see panel, p72)

“The voices of many PRS members were loud and clear - the parts of the “fthere’s a iP X 'onlzat FRis to be paval 11:3)11 pan fo rp7z :

yalties they receive ﬁo}f,l g don’treflect the value of their value chain performers in any particular way, then we’d be very happy to step forward
works, ?r thelr creanv1ty,- she says. “Thisisnot a r(?velauon, itis ; and provide sexvices to help do that” Leathem tells ic Week.

50 g which song FELS, Comp and [T lo.ng are properdy PPL collected £225.7 million for performers and recording rightsholders

understo.od, but the DCMS inquiry has provided a forum for a wide respected and e N e e ey e

m‘,},ﬁ;ﬁ’i‘;gﬁ]ﬁ that can, and indeed must, be done if we are to rewarded” represented a decrease of 17% on 2019 as the impact of Covid began to bite.
that our firture. which will for the foreseeable be dominated Andrea Czapary “Clearly, the pandemic has had a massive impact because we license

8 . 4 " . Martin public premises like nightclubs, bars and shops, and all of these places

by streaming, works for all parts of the industry. The rusic ecosystern have been closed. We’ve had a massive hit to our collections in the

has always been one of dependency, which works best when all parts PRS FOR MUSIC

of the value chain are properly respected and rewarded. PRS For
Music will play its part in ensuring that the value of songwriters,

musicweek.com

UK,” acknowledges Leathem. “Generally speaking, the whole public
performance area has been very much affected in the UK, and will be
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for some time. A lot of those will come back,
particularly in hospitality, but there are going
to be challenges for retail in terms of the High
Street and what’s going to happen there.”

PPL administers international neighbouring
rights for artists such as Rita Ora, George
Ezra, Bjorn Ulvaeus, Sigala and Blossoms. The
company currently has over 100 agreements
with international collective management
organisations (CMOs) around the globe.
International collections remained strong with
£85.9m, just 0.9% down on 2019, although that is
subject to lags that will likely result in a further
downturn in 2021. Leathem plays down the
forecast as an “understandable blip” given the
unique circumstances.

“The direction of travel for neighbouring
rights is still very positive,” he insists. “Only
around a third of the countries in the world
have got rights, so there is an opportunity for
more to be getting them over time. And for the third of the countries
that do have them, there are lots of opportunities in terms of market
penetration and tariff values that have driven the growth we’ve seen over
recent years. So I think the position of the sector is strong, subject to the
fact that, understandably, the pandemic is causing a bit of an issue for a
year or two on overall collections.”

PRS, meanwhile, distributed a record £699.4m to its members in
2020, a year-on-year increase of 2% (£13.4m). However, many of the
royalties paid out last year were collected before the first lockdown and
distributions are expected to fall by at least 10% this year. Following
years of record growth, revenues collected in 2020 fell 19.7%
year-on-year to £650.5m.

“The revenues we collected from live fell by 80% in 2020, and
overall income from public performance declined by 61.2%,” notes
Martin. “There is, however, a real sense of optimism in the air that
the restrictions which have so limited customers’ businesses are now
behind us. We will be working closely with PPL in the coming weeks and
months to support those customers as they reopen and rebuild.

“The whole music industry has recently experienced one of the most
turbulent periods in our history,” she continues. “It has challenged
companies and individuals in ways that were previously unimaginable.
Changes to how we live, work and spend time with friends and family
over the last 18 months has accelerated the evolution of how we use and
enjoy music. This has, of course, presented challenges, but in the long
term it will mean greater opportunities for our industry to grow.”

The UK collection society represents 155,000 SONgWriters, composers
and music publishers including the likes of Harry Styles, Lewis Capaldi,
MNEK, Celeste, Idles, Mabel, Stormzy, Moses Boyd and Mysie. And
Martin believes that the pandemic and the resulting national restrictions
have reasserted the importance of royalties for creators.

“Collective management can provide significant efficiencies and
economies of scale for members, collecting and distributing royalties
from multiple sources with greater efficiency, while using the collective
strength of members’ rights to maximise the value of their works,” she
says. “For our customers, we offer the opportunity for them to use tens
of millions of musical works from around the world, often through just
one licence. We heard time and time again, not least from those applying
for the PRS Emergency Relief Fund, that for some members, PRS For
Music royalties were their only real source of income in 2020. This is
why it was so important that we were able to pay out a record £699.4m
to members last year, something we are immensely proud of.”

Meeting PPL
Is easy: PPL
client Sigale~

5

ith offices in London, New York, Los Angeles and
Nashville, business management firm Gelfand,
Rennert & Feldman offers a full royalty service in
one place, offering day-to-day administration, audits,
valuations and royalty processing/accounting, The company works with
avast array of clients, from new artists to international superstars.
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Royalty division manager Tracey Myall says
collective management organisations have a
crucial role to play in an artist’s career.

“Not just to the artists themselves, but also all
the other performers/producers that are involved
in the recording,” she stresses. “Due to the lack
of touring, the pandemic has made artists and
songwriters focus on their bread and butter
income of records and publishing. We are able
to maximise members’ income by working
closely with artists and their team, record
companies, publishers, PROs and CMOs, to
ensure everything is registered correctly and
being properly accounted.”

Last October, the International Music
Publishers Forum (IMPF) issued a report
showing the value of music publishing
alone in 2019 was estimated at €5 billion
(£4.29bn) globally.

“We are delighted that copyrights are finally
being recognised for the value of their worth,” says Myall, who advises
creators to “make sure you get the team around you and keep pushing
the boundaries”.

Challenging a common misconception, Myall points out that
royalty collection is a far more complicated area than it first appears.

“It’s a complex business with an ever-changing marketplace that we
have to make sure our knowledge keeps pace with,” she says.

'With an eye on the future, Myall says there is a need for
“increasingly sophisticated” technology to be developed in order to
keep pace with the modern world.

“The volume of the data now being received has grown at an
exponential rate, but software capabilities are not growing at the same
rate,” she adds.

Continuing on the technology theme, Martin details how PRS has

bolstered its data processing to pay out royalties as quickly as possible.

“Last year we processed in excess of 22 trillion lines of music use,
an increase of 19% on the year before,” says Martin. “This exponential

A royalty affair:
PRS songwriter
client Mysie
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m 2019”
Peter Leathem
PPL
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“Copyrights
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“If equitable
remuneration

is applied, the
change occurs
between label
and recording
artist, with no
change to the
songwriter”
Colin Young
CC YOUNG & CO
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Yes to PRS:
PRS songwriter
client Mabel

(Inter)national treasure:
PPL administers international
neighbouring rights for
George Ezra
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CC Young & Co's Colin Young
guides you through the company's
equitable remuneration projections

Among the DCMS Committee’s recommendations for
streaming was a call for the government to introduce a
right to equitable digital music remuneration (ER).

“Though performers have a right to [ER] where a
commercially published sound recording is rented —
broadcast via the radio, or played in public - streaming
exploits the ‘making available’ right for recordings under
UK copyright law,” it said. “The report says the right to
equitable remuneration should be applied to the ‘making
available’ right, drawing on the precedent of how the
right to equitable remuneration applies to rental. [It
would be] a simple yet effective solution to the problems
caused by poor remuneration, as it is a right already
established within UK law and applied to streaming
elsewhere in the world.”

Colin Young, director of Music Week
Awnard-winning accountancy firm CC Young & Co,
explains that publishing categorises a stream as part
physical record sale (mechanical) and part radio play
(public performance), whereas the record industry
categorises a stream as a wholly physical record sale, and
no public performance.

‘Young was invited to present a paper on ER to
Berklee College Of Music, Valencia, back in January
2020, which was subsequently submitted to the DCMS
streaming inquiry.

“The lecture considered the current streaming
arrangement and how the money is divided between the
participators, recording artist, record label, songwriter
and publisher,” explains Young. “The paper examined
equitable remuneration and whether the EU legislation
should have been applied to streaming and the financial
consequences had equitable remuneration been applied.”

Young’s London-based company represents 250 artists
and undertakes royalty audits, specialising in streaming
audits. The director was cross-examined as an expert
witness in the first session of the DCMS hearing last year.
His study (see graphs) - comparing the current allocation
of revenues from music streaming with what would
happen if ER was applied (based on “a generous” 30%
artist royalty rate) - formed part of the report’s findings.

“If equitable remuneration were applied, the
consequential change occurs between record label and
recording artist, with no change to the songwriter,”
concludes Young.
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