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Preface
In the beginning of this thesis Mr. Handke said that writing a thesis is a process that you have to go through. The front page is covered with a painting my dad painted a few years ago named flying objects and it actually reminds me of the process I went through writing my thesis. Indeed my thesis was a difficult process and writing this thesis has not been easy for me and my family and friends. Luckily they supported me in every single step of this long journey. I want to thank them for that! Also I want to thank Mr. Handke for keeping me motivated and not loosing the faith. 
Chapter 1 Introduction

1.1 Introduction

The industrial revolution was only two centuries ago; however, technological developments today are moving extremely fast. Times are changing, development continues at a rapid pace. This is also the case in the music industry. In the beginning of the 20th century the gramophone record was invented. The music industry was strongly against this, because it could ruin their revenue. In a similar fashion the music industry today has tried to control and legitimize the practice of music copying and distribution with new technologies. This control has existed since the advent of cassette tapes and home recording devices (Dillon, 2006: 290). However, the perception of the music industry changed when they made profits and gained revenue from the sales of gramophone records. Every time there has been a new listening device introduced, the music industry opposed it at first, but in the end earned a lot of revenue with the devices (Wallis, 1999: 7). Today digital developments occur more rapidly than a half century ago, and again the music industry is protesting against these developments. For a few years now the music industry has been calling for help in regards to piracy of digital music via the internet that is decreasing their revenues. According to Hinduja, there are two sides the proponents and the opponents of the new technology. The opponents, like the music industry, thinks that MP3 technology disregards intellectual property in such a way that nothing on the internet will be safe from theft and misappropriation; that it will circulate online without permission of the copyright owner. On the other hand, the proponents think that the development of MP3s allow individuals to easily accumulate music, by providing accessibility to music with the click-of-a-mouse, and it does not require storage place other than on one’s computer. The accessibility also exposes individuals to a wider range of music genres, even before they make the decision to buy a physical album with only a few tracks of a certain artist (Hinduja, 2006: 389).

Collecting copyrights for an individual copyright holder is difficult; because he or she cannot monitor, control or regulate all the uses of his/her work. This is a market failure! The transaction costs of controlling and regulating artists’ copyrights would be higher than the revenue they earn. This is one of the reasons why in the 18th century copyright collecting societies came about. These organizations monitored, controlled and regulated the use of works of copyright holders (Wallis, 1999: 10).

Nowadays in Europe these copyright collecting societies are usually monopolies bounded by territorial restrictions. These copyright collecting societies administer copyrights and collect revenues for the secondary use of the music, which they distribute to the copyright holders. The copyright collecting societies are concerned with the growth in digital copyrighted goods and the danger of piracy (Tang, 1998: 880).In the European Union, the European Commission is also concerned with online music services. The European Commission has been researching the area of collecting societies for many years now and whether they are violating rules of the European Union. Are the copyright collecting societies in Europe violating competition laws and regulations with their bilateral agreements? Especially, the ability of European collecting societies in the market of administering copyrights and especially their role in enhancing a market of free trade without any restrictions for other copyright collecting societies. These are not the only problems with copyright collecting societies in Europe. There are also threats to copyright collecting societies, such as multinational recording companies, because these companies have serious bargaining power. The recording companies could easily withdraw their copyrights from the copyright collective (Wallis, 1999: 20), which could negatively affect copyright holders who produce their music at smaller record companies, because copyright collecting societies loose their bargaining power with music users and this could eventually threaten national culture and minorities (Wallis, 1999: 25).
There are also advantages in the development of technology. For artists and copyright holders, the internet provides opportunities (Marshall, 2004: 202). There are five major recording companies in the world who represent many artists today. While those companies register copyrights with a collecting society, what is/are the benefit(s) for the artists? With the development of technology copyright holders could eventually be able to represent themselves.
The internet provides opportunities for artists to administer, monitor, and regulate their own copyrights through Digital Rights Management [further: ‘DRM’]. This new development could be dangerous for record companies and collecting societies, by making the need for record companies to disappear. New business models could also diminish the need for record companies. The literature shows that much discussion continues regarding this topic. Copyright collecting societies have large (digital) databases of copyrighted works; therefore, collectives could embrace the DRM development and work more with individual artists and copyright holders. 

1.2 Definition of the problem

The introduction showed the complexity of the music industry today with all its technological developments and various problems relating to copyright. I cannot research every single topic; therefore, I will concentrate my research on the problems with copyright collecting societies in Europe, specifically the Dutch copyright Collecting Society Buma Stemra. Most copyright collecting societies are created, because of their economy of scales. Copyright holders save cost, by not having to monitor and regulate the use of their music. Also, users can go to copyright collecting societies to receive licenses for the use of music without violating the copyrights. In The Netherlands Buma received its monopoly in 1932 by the government, which implemented article 30a lid 5 Auteurswet. Control and supervision regimes of these copyright collecting societies differed throughout Europe; therefore, the Dutch government implemented in 2003, a law which provides a uniform supervision on the abuse of monopolists in their position in the market. Any concerned individual can go to court if they suspect abuse of the position by a monopolist or file a complaint at the Dutch competition law organization Nederlandse Mededingings Autoriteit (NMA) (Koelman, 2004: 3). 
In the simulcasting-decision the European Commission had to decide if the reciprocal agreements between collecting societies of neighbouring rights were against prohibition of cartels. The reciprocal agreements violated article 81 EG, because simulcasting is possible to send signals from one territory of a collecting society to another territory of another collecting society. The reciprocal agreements between the neighbouring rights collecting societies needed to be abolished and these organizations needed to add in their agreements that it would possible throughout Europe to get a licence, and it did not matter where the simulator was located in Europe (Koelman, 2004: 6). Koelman thought this decision would be a good indication for the territorial agreements between copyright collecting societies in Europe. He was right; the European Commission started in 2005 a research for the position of copyright collecting societies in Europe. 

In 2005 the European Commission did a study on a community initiative on the cross-border collective management of copyright. The issues in this study were that the European Union suffers from a lack of innovative and dynamic structures for the cross border management of legitimate online music services. This online music service can be accessed across Europe and therefore the demand for multi-territorial licences grew and had an impact on the territorial scope of the services provided and the business models used by copyright collecting societies across Europe. The study of the European Union looked into the policy objective of these copyright collecting societies and the options aimed at adapting cross-border collective management services to provide to the provision of online music services (European Commission, 2005: 7). Over the years a framework of reciprocal representation agreements were created by the copyright collecting societies in Europe for the cross-border management of online music services. The main questions were, if they can maintain their territorial monopoly, what is the consensus about the bilateral agreements with the other collecting societies in Europe, are there restrictions for new comers to enter into the market of copyright collecting and signing bilateral agreements with other already existing copyright collecting societies. Should the territorial restrictions be removed, should there be a change in bilateral agreements between the copyright collecting societies, or should the European Commission do nothing. This study was only the beginning of a lot of changes. In October 2005 the European Commission also came with an impact assessment reforming cross-border collective management of copyright and related rights for legitimate online music services and in line with better regulation principles. According the European Commission the EU mandate alongside existing reciprocal representation agreements required a two-phase approach. The first phase consists in issuing a Commission Recommendation 2005/737/EC, which involved a screening of national rules by all member states. In line with these recommendations the European Commission can propose legislation. I will go deeper into this in the next chapters. The European Commission received from the stakeholders involved in online music services recommendations. Based on these recommendations the competition commissioner Neelie Kroes asked the European Collecting Society on the 16th of June to remove the clause from their contracts with copyright holders that prevent them from choosing another copyright collecting society. The copyright holders will move to copyright collecting societies that are cheaper and more efficiently. European Commission decided that all the territorial restrictions should be removed, so there will be competition between the copyright collecting societies for the online music services. 

1.3 Research Question

In several countries these societies play an important role in distributing, monitoring and regulating copyrights for music artists and music publishers. I want to research what the current role of these copyright collecting societies is in this digital era. Can European corporation be improved by the decision of the European Commission to remove the territorial restrictions of copyright collecting societies in Europe for the online music market? What will be the effect of this decision for the Dutch copyright collecting society Buma Stemra? What will Dutch copyright holders do? Based on these last two questions, are there better possibilities for the European market of collective right management for online music services for copyright collecting societies? My research will be too broad if I am going to answer all these question. That is why I choose the efficiency and what will be the impact on efficiency for the Dutch copyright collecting society Buma Stemra. My research question is going to be as follows: 
“Did copyright collecting societies in Europe, such as Buma Stemra became more efficient after 2005 when the European Commission studied the monopolistic position of copyright collecting societies in Europe and the probability to remove the territorial restrictions between copyright collecting societies on the online music services?”

1.3.1 Population

The population for this research is going to be: Buma Stemra and their performances between 1998-2008, because I received from Buma Stemra their annual reports 1999-2008 which contained data from 1998-2008. The period between 1998-2008 is important for the efficiency of Buma Stemra, because around this time the music industry got affected by downloading behaviour. I actually only need the performances of Buma Stemra from 2005 to measure the affect of the work of the European Commission on the efficiency, but the time period 1998-2008 would give me a better view of their efficiency over the whole period. I choose for the period 1998-2008, to determine when and if there is a change in efficiency.

1.3.2 Hypotheses

· Since the research of the European Commission in 2005 about the future of copyright collecting societies, this study has positively affected the efficiency of Buma Stemra;
· Since 2005 and the research of the European Commission, Buma Stemra has increased their development and implementation of online music services;
· Since 2005 and the research of the European Committee about the future of copyright collecting societies, Buma Stemra has distributed more to cultural and social funds.

1.4 Aims and Objectives

Before I determine the research question any further I need to define a number of objectives more precisely, such as what is copyright, piracy, file sharing, peer-to peer networks, copyright collecting societies, who are the member and users of collecting societies, what are online music services, what is Digital Right Management and alternative business models. These objectives might be broader than the indicated research, but it is important to have some objectives that are important for online music services. The objectives have the following meaning in my research:

Copyright protection, protects the original works of authorship. These works need to be fixed in a tangible form and the copyright protect the unauthorized copying, but also includes rights about the distribution of rights (Landes, 2006: 213). Copyright could entail literature, written music, CDs, theatre play, movies etcetera. When I mention copyright in this thesis, this will mean music copyright and not literature etcetera.

Piracy has many forms, historically when the audiotape was introduced; it became possible to copy music on the tape; however the sound was of an inferior quality (Laing, 2004: 78). Today individuals can download music; films from the internet onto audio devices, such as CDs and MP3s. Currently piracy activities involve the unauthorized reproduction of copyrighted material (Marshall, 2004: 190). Piracy of intellectual property can vary in a broad range from: music, computer software, videogames and film. In this research I shall focus on digital copying of music via the internet. Marshall describes a couple variables to keep in mind: 1) the scale and commerciality of unauthorized copying, because one can copy for personal use or to sell on the street; 2) the similarity of the copied music to the official product, because it can become a substitute for the original (Marshall, 2004:190). Keeping these variables in mind, there are six different types of piracy in the music industry. The first is counterfeiting, this is commercial copying of legitimately released albums including the cover art, intended to substitute the original. The second type of piracy is pirating, which is commercial copying of the sound only, not intended to look similar to the original copy. The third type of piracy is bootlegging, reproduction and distribution of music that never been released by official record labels. Fourth type of piracy is tape trading, swapping tapes/CDs or MP3s. Collectors trade non-commercially on a one on one basis. The fifth type of piracy is CDR burning or home taping, individual non-commercially copying of official albums. The sixth type of piracy is file sharing. File sharing through internet makes it possible for individuals to download music via the internet (Connolly, 2006: 707), especially individual songs shared through peer-to peer networks, such as Kazaa or Napster (Marshall, 2004: 191). 
Peer-to-Peer networks are platforms on the internet, where individuals can download music. The term usually refers to software that enables a computer to locate a content file on another networked device and copy the encoded data to its own hard drive (Einhorn, 2004: 1).

Copyright collectives are organizations that administer copyrights held by a large number of owners (Besen, 1989a: 1). They have an economic function to enable the market to function using copyrights in situations where copyright holders cannot contract directly with their users (Towse, 2007: 12). Members are music authors, who register themselves at the organization. Users are likely to be: individuals, organizations, theatres, cafés, restaurants, and discotheques who consume the music. When music is played in public places, the owner of the venue must have a blank license from Buma Stemra.

Online music services are the exploitation of the music repertoire of rightful owner in a online environment at the copyright collecting society of their choice (Buma Stemra, 2005: 8). According Buma Stemra this has been developed in the last few years.
Copyright holders can also try to get more revenue through the use of alternative business models. What are alternative business models? Alternative business models are methods individual music artists or a record label can use to promote music. In an article, Varian described a few business models that could be important for the music industry to help protect itself against piracy, such as: 1) making the original cheaper than the copy, 2) making a copy more expensive than the original, 3) selling physical complements, 4) selling information complements, 5) selling subscriptions, 6) selling  a personalized version, 7) advertising yourself, 8) advertising other things than music, 9) monitoring, 10) site licensing, 11) media taxes, 12) ransom, 13) pure public provision and prizes, 14) awards and 15) commissions (Varian, 2005: 134).
1.5 Methodology

Methodology is about fundamental assumptions in research, what is the best way to create knowledge. It is a general approach to study a research topic and establish how one will go about studying any phenomenon. There is a choice between quantitative, which uses numbers to test the hypothesis, and qualitative, which try to use first-hand familiarity with different settings to induce the hypothesis. (Seale, 2004: 53) 

Therefore, which methodology would be the best to answer my research question and the hypotheses? Before I begin with the empirical part of my thesis I will start with a literature review, about copyright, the function and position of the Dutch copyright collecting society Buma Stemra and their regulatory rules. Also considering the European market and the territorial restrictions between copyright collecting societies in Europe and explore the recommendations done by the European Commission on cross-border management of online music services in Europe. After the literature review I have a good basis for the empirical part of this thesis. Will the changes of the European Committee affect the efficiency of Buma Stemra? I am going to measure the efficiency of the Dutch Copyright Collecting Society, Buma Stemra. Efficiency can be very broad, what does the efficiency of Buma Stemra entail? To measure the efficiency it is necessary to evaluate the performance of the organisation, for this measurement we need specific methods.
1.6 Methods

Methods are specific research techniques and are about the practice of research, e.g. data collection and data analyses (Seale, 2004: 53). For the empirical part of my thesis , I will use the methods used by Rochelandet to measure the performance necessary to evaluate the performance as an organization (Rochelandet, 2003: 178). In his article Rochelandet also researched the efficiency of copyright collecting societies. He used two methods, one with the common features of copyright collecting societies. The following methods are important; The total revenue a copyright collecting society collected during one year (P), the licensing and administration expenses of a copyright collecting society during a year (C), the number of employees of the copyright collecting society during one year (E), the amount of cultural and social funds a copyright collecting society spend during one year (F) and the amount of members the copyright collecting society has during one year (M) (Rochelandet, 2003:182). With these elements we can measure the performance criteria analyses optimisation criterion (further: OPTIC), the higher the management costs in comparison with collections, the less effective the organisation. To minimize the cost of the copyright collecting society, while maximise the collected sum. Therefore, this criteria measure more to cost optimisation in stead of cost minimization, the last is best for the efficiency of the copyright collecting society (Rochelandet, 2003:181). Secondly, I will measure the gross proportion of distributed revenues [further: GDRAT’] over a given period in comparison with the effective collected sum. After this criteria, I will use the net distribution ratio [further: ‘NDRAT’], this also takes into account the various social and cultural funds the copyright collecting society distribute revenue to. According to the financial reports, Buma Stemra spends ten percent of their distributed revenue to cultural and social funds. After these three ratios, I will measure the average productivity per employee [further: ‘COPE’] and the average distribution per employee (further: DIPE) and I will measure the average cost per employee [further: ACE’], the counter-performance criterion. 

I can also look at the members, which are the following criteria; the collected sums per member [further: ‘COPM’] and the distributions per member [further: ‘DIPM’]. However, I was not able to collect this data during the years 1998-2008 and I was not able to find them on the internet for all these years. 

The problem for the method with the common features of copyright collecting societies, these methods does not have benchmark opportunities and the use of several different copyright collecting societies in Europe. Therefore, he used a second alternative method, data envelopment analyses [further: ‘DEA’]. Due to time limitations I will not be able to use the DEA method. This will be good for future research into the efficiency of the Dutch copyright collecting society.

1.7 Validity, reliability and the quality of research

Before going further, I need to keep the disadvantages of this research in mind, because the research must be reliable and valid. Therefore I will discuss per research section the advantages and disadvantages. A literature review of research that already is done has the disadvantage of being the result of someone else their research. Therefore, I need to keep in mind which methods the researcher used and the effect these methods will have on the outcome of the research. Advantage is that a literature review saves a lot of time, because I do not have to invent everything. (Hart, 2005: 101). 

The research of the annual reports is quite valid and reliable. However the annual reports are made by Buma Stemra, in the Netherlands it is mandatory to let these annual reports be checked by accountancy offices. I found that these annual reports indeed were checked by KPMG. Therefore I presume that the numbers I will calculate are reliable and valid to confirm the expectations of the research question. I could make them more reliable and valid to check them again through an interview with Buma Stemra and an individual who uses the services of Buma Stemra. Due to time constrains I have left the last section out of this research. The numbers I perceive out of this research are not reliable and valid enough to predict a trend, for predicting a trend another method should be used and also due to time constrains I also left this out of the research.
1.8 Data collection

The data collection will consist out of several steps. First I will start with a literature review, about collecting societies in Europe and especially the Dutch copyright colleting society Buma Stemra, file sharing of online music content, the European Commission and their research about the cross-border management of legitimate online music services, alternative business models.

There are many types of copyright collecting societies worldwide. These collecting societies have different functions and practices. I will only focus on the Dutch copyright collecting society Buma Stemra and the impact the research of the European Committee has on the efficiency of Buma Stemra. There is a need for a thorough investigation of already existing research, literature and Annual Reports/Financial Reports. First I will start with reading articles about copyright protection and copyright collecting societies. Hopefully this will snowball in enough information about copyright collecting societies. I will also search the website of the European Commission and their role in the development of copyright collecting societies and study their research done about online music services in Europe. 

I will also Search the website of Buma Stemra, Buma Cultuur to find information about these organisations. On the Buma Stemra website I found the annual reports from 2005-2007. Therefore, I needed to contact Buma Stemra, because the internet only provided Annual Reports of 2005-2007. With these Annual Reports I will not be able to determine if Buma Stemra became more efficient after 2005. I need to know what the revenues etcetera is in the years before 2005 to determine if Buma Stemra became more efficient. After intensive contact, I was able to receive from the Annual Reports/ Financial Reports of Buma Stemra between 1999-2008. The use of already existing information has as advantage that it will save time and is structured. For the Dutch copyright collecting society, Buma Stemra, I used the annual rapports. The European Commission research the territorial restrictions between copyright collecting societies in Europe and their reciprocal agreements in 2005.
After the literature review I will go further with researching the Annual Reports/ Financial Reports of Buma Stemra between 1998-2008 with the method by Rochelandet to measure the efficiency of copyright collecting societies.

1.9 Data analyses

Through data-analyses you want to find generalizations to test your hypotheses. First I will start with a review of the existing literature. Starting from this point, I will progress with exploring already existing data received from Buma Stemra. (Seale, 2004: 356). The annual reports of Buma Stemra contain secondary data. This data is cost saving for this research, because I do not need to accumulate the data myself empirically. There are disadvantages for the use of secondary data. The data, especially the financial numbers of Buma Stemra, are not collected for research. I need to keep this in mind when I use the data and the outcome of the study. Another disadvantage can be, the terminology used. I need to be aware that this can be different for Buma Stemra and this study. 

I will research if the Dutch copyright collecting society Buma Stemra became more efficiently after 2005 and the research of the European Committee. Therefore, I will review the Financial Statements of Buma Stemra, between 1998-2008, because the annual reports of Buma Stemra could indicate if there is efficiency change taken place during these years.

1.10 Limitations of this research
My master thesis has the following limitations which I need to take into account when I make assumptions and write the conclusion. I only research the data from Buma Stemra accumulated in the period 1998-2008, because I was able to receive the Annual Reports of Buma Stemra. The European Commission obtained their research in 2005. Therefore I needed to measure the efficiency before 2005 and after 2005. The period after 2005 is only three years; this period is too short to find an actual trend of efficiency for Buma Stemra. That is why it is only an estimate and I am not able to make assumptions for the future. Another limitation I need to keep in mind is European Commission has researched the cross-border efficiency of collective right management of online music services. Buma Stemra can face a lag, before any improvement may occur due to greater competitive pressure or when regulation fully may transpire through at the efficiency level of Buma Stemra. This could affect my study, because this would mean that I am not able to determine if Buma Stemra as copyright collecting society became more efficient due to rumours to remove territorial restrictions for copyright collecting societies.
1.11 Chapters

The next chapter will be a literature review about copyright protection. The third chapter will be a literature review of Copyright Collecting Societies and their role in the digital era. I will examine literature and research. I will further examine the efficiency of the Dutch copyright collecting society Buma Stemra. In chapter 6 I will make concluding remarks about the outcome of this research.

Chapter 2 Copyright Protection and Enforcement

2.1 Introduction

Before I can go further with copyright collecting societies, there is some need for information about copyright protection. Therefore, in this chapter I will enhance deeper on copyright and the need for copyright protection by law. In this chapter I will give the economic rationale for copyright protection. I will begin this chapter with a short history of copyright protection (paragraph 2.2). After that I will describe the economics of copyright protection (paragraph 2.3). Followed by an explanation of copyright protection in paragraph 2.4. The next paragraph describes copyright protection in Europe and worldwide through treaties. In paragraph 2.6 I explain copyright protection in The Netherlands. Copyright protection has more dimensions, therefore I will explore licensing of copyrights, faire use and thuiskopie regeling in the following paragraph. I will end this chapter with a conclusion in paragraph 2.10. 
2.2 History of copyright protection

Music is made for many centuries and copyright protection is not a new phenomenon, already in the 16th century The Netherlands had privileges for publishing, later in the 17th and 18th century copyright protection for publishers was created. In the Batavian Republic in 1803 the first copyright law was created. In 1817 after a short period of French Law, the author of a literary work received the right to make copies of this literature. The Berne Convention came about in 1886. This convention gave a minimum standard for the protection of works of literature, science and art, without the need to register or depositing. The Netherlands implemented the Berne Convention in 1912 in their new copyright law (Akveld, 2001: 621). Since 1990 the copyright law changed almost every year, these adoptions did not involve changes of the system, but adoption to changes in the European Union. The development came about because of the European Directives and other treaties (Spoor, 2005: 21). The Netherlands entered into several copyright protection treaties, such as the TRIPS Treaty and the UAC created by UNESCO (Akveld, 2001: 621).

2.3 Economics of copyright protection

According Dutch law ownership of private goods is the right that entails the most rights an individual can have of a good. This right of ownership entails that the owner of the private good can individually use the good, if it does not violate rights of others and does not violate legally enforceable rules, law or unwritten obligations based on obligations. The owner of the private good can use the good according Article 5:1 Burgerlijk Wetboek. In economic terms the owner has the ability to use the private good and exclude the use of others and the good therefore is excludable. Secondly, the good of the owner is rival, which means that the owner can use the good, but another individual, who is not the owner, cannot use the good (x). The 
public good has non-excludable and non-rival characteristics and this causes high fixed and low marginal costs. Consequence is underproduction of the information good, this is a latent market failure (Hakfoort, 2002: 63). The problem in the music industry is that music is an information good and therefore has the characteristic of a public good, non-excludable and non-rival and music is subject to free-riding, consumers may benefit from the music, while they have not actually paid for it. Therefore, music producers and artist cannot gather enough revenue; this market failure will not stimulate to produce new music. That is the reason why copyright protection is important in the music industry, to overcome the free-riding problem of the information good/music. With the economic rationale that copyright protection provides an incentive to a more efficient use of the resources and result in greater economic welfare (Towse, 2004: 58). Copyright protects the original works of authorship. These works need to be fixed in a tangible form and the copyright protect the unauthorized copying, but also includes rights about the distribution of rights (Landes, 2006: 213). 
Copyright protection is created to overcome some of the public good aspects, such as non- excludability and non-rivalry, of information goods by preventing free-riding. It therefore gives an incentive for creative work. Nowadays techniques are developed which makes reproducing and copying of creative work cheaper, the scope and degree of copyright protection law has been increased (Towse, 2001: 9).

Reasons why the government created copyright protection are the following; Copyright is supposed to influence the supply of artistic work in a positive way, by providing incentives through statutory protection (Towse, 2006: 567). Although the copyright holder does not suffer direct financial cost when another individual uses piracy to obtain his asset, the copyright holder suffers opportunity cost and indirect cost due to the existence of pirated copies. Copyright law attempts to protect creators form such cost, so that they are willing to exert an efficient amount of their energies in creative activities.
There are many reasons for copyright protection. However, copyright protection could also create negative externalities for copyright users, because copyright protection could raise the costs for the users of intellectual property (Watt, 2000: 11). Too much copyright protection can also reduce the number of works created. The creators who are deterred from building upon prior work are unwilling to pay the price the copyright holder demands (Landes, 2002: 13). Therefore, copyright protection could have a negative effect on the supply of artistic work. The cost to create a new piece of art could rise (Towse, 2006: 567). There exist a trade-off between the incentive to create and final access to the creation by starting. 

Landes and Posner have created an economic model of copyright protection (Landes, 2003). Copyright protection must give the incentive to be creative, and not too much, because then the artist would not be able to cover his cost and other individuals would not be able to be use material and be creative with that. There must be a consideration between the amount of copyright protection for the creator and it users to come about an optimal level. Landes and Posner their model can help to predict the optimal level of copyright protection, which shall maximize social welfare. Optimal copyright protection depends not only on the number of copies, but also on the cost of copies of each original work (Landes, 2003: 77).

Although the model gives a good prediction, Hakfoort mentions a few criteria which Landes and Posner did not take into account; such as for example the relationship between artist and music producer and the relevance for the market. A combination of these criteria could play an important role to determine the amount of copyright protection is needed (Hakfoort, 2001: 73).
2.4 Copyright protection

Nowadays copyright protects original works of authorship that are fixed in a tangible form. Original does not mean novel or creative, only that it originates with the author. But why does there exist such a protection of the author. One of the important issues it the public good aspect of copyright protected work. To create a musical composition, a book or computer software etcetera involves a great deal of time, money and effort. When these goods are created the cost of reproduction is almost negligible or even zero. If there is no copyright protection, unauthorized copying and free- riding would drive the price of the copy down to the cost of making the. The individual who has created the original work would not be able to recover the cost of creating the first piece of work. The income of the artist or author will be reduced, because of unauthorized copying or free- riding. Without copyright protection the incentive to create new works would be undermined. (Landes, 2002: 12)

There are several cost involved with copyright protection. Landes describes two of them. The access cost, and the administrative and enforcement cost. Access costs are related to the public good aspect of copyrighted works (Landes, 2002: 13). These cost fall on consumers who value the work more than the cost of making additional copies but less than the price being charged. And also these cost fall on creators who deter their art work from an already existing work. Secondly, Landes describes administrative and enforcements cost. These costs involve setting up boundaries, a fence between protected and unprotected work. 

There are various reasons for copyright protection. First reason for this protection of the creator of a literary or musical piece is to generate income. The written piece can be easily copied and re-used. Without copyright protection the creator is not stimulated to produce more, because he cannot earn a living with his work (Yoon, 2002: 330). Nowadays another reason is the threat of digital technology. Technologies has changes during the century, first music was recorded on vinyl, later in the seventies this changed to tapes, but the technology to record music also changed. Suddenly it was possible for consumers, although the quality of the music changed, to record music on blank tapes. The development of technology did not stop, in the eighties music could be recorded on CDs, later it became possible for consumers to buy CD burners on their home computer, so they could copy their own CDs without lost of quality. With the development of internet as a manner to distribute music, and the introduction of Napster, it was possible for a broader consumer group to share music files and burn them on CDs. Although the courts forbid Napster, because they infringed the copyright law, the development of technology did not stop. Nowadays, there are many Peer-to-Peer networks and music can be compromised into small mp3 formats, so consumer could easily download or share a lot of music. The new digital technology is a threat for the music industry, because of the lost in revenue for the music producer and the artists. Therefore, government created copyright law to stimulate creativity (Hill, 2007: 12).

Copyrights are a bundle of rights, the owner of the right is permitted to a number of different things, such as copy the work, make adaptations of the work, issue copies of the work to the public, perform the work in public and broadcast or send a cable transmission of the work (Firth, 2004: 7). These rights are exclusive, individuals who are not the holder, should ask permission or authorization when they want to use the work. However, there are more rights connected to the copyrighted work, especially with musical works, such as neighbouring rights. These rights are usually owned by the company that organizes and publishes the recording. The owner of these rights has the exclusive right to cause the recording to be heard in public, to broadcast the recording and to make another recording embodying this recording or any part of it (Firth, 2004: 8).

2.4.1 Digitalization and Copyright protection 

Technologies of sound recording and reproduction have become central to our understanding of music as a creative practice, commodity and central form. The adoption of new digital and electronic technologies has resulted in new ways of composing music, concepts of music and new forms of social understanding, interaction and collaboration (Théberge, 2004: 139). New technologies were also developed for copying music, such as recordable CDs MP3, internet, peer to peer networks, and file sharing opportunities for individuals. The technology increased the amount of copying individuals were able to do (Lee, 2004: 193). This increased the amount of copies made through new copy technology, which resulted in individual not buying CDs anymore. Usually copying take place outside of organized markets by anonymous strangers. These copies are perfect substitutes of the original and the act of copying is almost costless. Copyright protection looses its effect for the protection of intellectual property (Liebowitz, 2006: 514). Therefore, with the digitalization of the music industry copyright protection is becoming fragile, because intellectual property has lagged far behind these developments. Copyright law does not function as in tended, because there is an increase of copyright infringement. However, copyright infringement could be social efficient, and have a positive effect on secondary creations (Liebowitz, 2006: 518). 

2.5 European and Worldwide copyright protection

Digital technologies facilitate almost immediate, costless and perfect reproduction. As well modification of copyrighted work is easier. Therefore, producers of (digital) music emphasize a high risk of unauthorized copying. In almost all European countries it is legal to make digital private copies and for own private use. There are two options with respect to private copying, prohibit copying or authorizing copying (Farchy, 2002: 178).

In Europe we have several agreements which regulate intellectual property rights. One of the first was the Berne Convention in 1886. The administration of the Berne Convention was done by World Intellectual Property Organization [further: ‘WIPO’] and the main purpose of this convention was to secure a certain amount of protection of intellectual property rights, because there was a great difference in protection standards in the different countries. The Berne Convention regulates only certain international minimum rights and does not apply when national copyright protection is in place, with as main component the principle of equity (Spoor, 2005: 689).
However, the Berne Convention was not the only European regulated copyright protection. There also was the law of Copyright under the Universal Convention, which was an initiative of UNESCO and closed at September 6th of 1952 and revised at 1971 in Paris at the same moment as the Berne Convention was revised. The main purpose of the law of Copyright under the Universal Convention was to include the United States of American in a worldwide copyright treaty. The utilized American copyright did not protected personality rights. Also the duration for American creators was shorter. In many other countries writers or inventors were not protected under their copyright law. This void was filled by the law of Copyright under the Universal Convention, although this law provided less protection then the Berne Convention (Spoor, 2005: 699).

The World Trade Organisation [further: ‘WTO’] created in 1994 the agreement on Trade-Related Aspects of Intellectual Property Rights [further: ‘TRIPs’] and came about on 1 January 1996. With the TRIPs the WTO established an agreement that applies for all 147 member states of the WTO. The TRIPs is an agreement which contains a high level of intellectual property protection. When a country becomes a member state of the WTO it needs to correspond their intellectual property protection according to the TRIPs. The basic function of the TRIPS agreement is to establish and enforce minimum international standard protection of intellectual property (Richards, 2004: 5). The main function is not to get general harmonization for the countries which signed the agreement. However, WTO countries must meet the requirements in the agreement. For example copyright protection, there is a period of exclusion of fifty years after the life of the author, this is also the case for media and sound recordings. Computer software is also protected by the TRIPS agreement. The TRIPs contains several supplements to the Berne Convention, such as protection of computer programs, and databases, and the letting rights of computer programs and movies. Also the ‘three step test’ for the limitation of copyright is incorporated in the TRIPs (Spoor, 2005: 704). The economic justification of the TRIPS agreement is ambiguous. On the one hand, the protection should maximize the welfare in a competitive economy. Therefore, the good should be free and completely available for information. On the other hand, the production of knowledge requires incentives, because without incentives the information good would not be produced. 

WIPO Copyright Treaty came into force on 6 March 2002. The main purpose was an addition to the Berne Convention and an extension of TRIPs, because the content of the Berne Convention has not been updated since 1967. The addition was especially needed for the use of computers and internet. Only part of its purpose has been met, because it does not apply substantive law, such as in the Berne Convention and TRIPs. There is an extension of the TRIPs in accordance with databases, distribution law, immaterial publication, and affection of technical protection measurements. The reproduction regulation has been missing in the Copyright Treaty and therefore there still are a few gaps in the WIPO Copyright Treaty (Spoor, 2005: 705).
2.6 Copyright protection in The Netherlands

In The Netherlands we have the Auteurswet. This law offers intellectual property protection. Not every single work is protected by copyright protection, article 1 Auteurswet determines that only the creator of literature, science, art have the right to make this public and reproduce these works. In Dutch jurisprudence is determined that the law only gives protection to works if it has its own, original character and a personal mark from the creator (Visser, 1999: 12).

The Dutch copyright protection has an open character, therefore the legal concepts did not needed (many) adjustments through time and change of technology in the 20th century. The auteurswet is based on two neutral legal exploitation terms, such as the right to make public and the right of reproduction. In other countries the legal terms were much narrower, this caused a lot of changes of law, to make it applicable for new technologies and exploitation forms (Hugenholtz, 2001: 404).

The duration of a copyright is not indefinite. Law provides a certain period of time and this begins from the moment the work has been created. The owner of the copyright is the creator/author of the work. The Berne Convention determined a minimum protection time, the life time of the author plus 50 years. In 1995 The Netherlands implemented as duration the life time of the author plus 70 years. This term is based on a financial-economic aspect, the creator must have the ability to decide in which form the material is made public and the ability to earn money (Spoor, 2005: 548).

In April 2004 the European Union determined a directive 2004/48/EG, which should be implemented in member country before April 2006 at the latest. The directive gives a minimum standard of sanctions and rules for an efficient and effective maintenance of copyright law. In the Netherlands Chapter 2 of the Auteurswet (Copyright law) is dedicated to the enforcement of copyright. The creator or the assignee can enforce copyright protection. The creator also has the ability to mandate an individual to enforce copyright in his name (Spoor, 2005: 480). When the creator passes his right on to a third, he will keep the ability to enforce his copyright, for example what happens at copyright collecting societies. 

Who can be considered as defendant? The one who makes copyrighted work illegally public or reproduce them illegally on basis of article 6:162 Burgelijk Wetboek or other internet protection laws. Also normal process law is applicable, and no special court is assigned to determine the outcome of the process (Spoor, 2005: 489). The copyright holder therefore has many opportunities to fight illegally made public or reproduction of his work. The work of the copyright holder is not only protected by copyrights, there are also neighbouring rights.
2.7 Licensing of copyrights

The copyright holders have individual exploitation rights, It is difficult and impossible for a music artist to negotiate about every single contract with the end user, bar or restaurant who are playing their copyrighted music. The creator does not have the ability to enforce copyright or do something against infringement of every single user, bar and restaurant etcetera. This brings along high transactions cost for administering and enforcing copyrights (Handke, 2007: 938). Therefore, licensing of the copyrights creates a solution. Special monopoly organizations administer the copyrights. The main function of these collecting societies is to overcome the high transaction cost. The economic rationale for copyright collecting societies is that there is a vast economy of scale in the administration of copyrights. Handke and Towse give two reasons for this. First for many users copyrighted work tend to have a small value. Secondly, it can be difficult and expensive to administer copyrights individually, because of the high fixed cost. (Handke, 2007: 17).

In The Netherlands we have the copyright collecting society Buma Stemra. Buma is the foundation that administers and regulates the performance rights of musicians, writers and other artist, when they join Buma. The organization does have special contracts for the use of the repertoire. For example restaurants, background music, brass bands can get into a contract with Buma for the usage of the whole repertoire. The revenue minus the cost gathered by Buma through these contracts is divided between its members (Spoor, 2005: 271).

Stemra is the foundation that administer and regulates exploitation and reproduction rights. Their main purpose is to register music with or without lyrics. Stemra as Buma has standard conditions to consent into exploitation of music, and will only approve according to the composition and text, not a special performance done by an artist (Spoor, 2005: 273). I will be going further with the exploitation of copyright collecting societies in chapter 3.
2.7.1 Neighbouring Rights

Neighbouring Rights find their origin in the Convention of Rome 1961 (International Convention for the Protection of Performers, Producers of Phonograms and Broadcasting Organization), which offers international protection to rights of performers, producers of phonograms, and broadcasting organisations. In the Netherlands we have copyright and neighbouring rights for performing artist. In 1993 the Dutch government implemented neighbouring rights in their copyright law. These neighbouring rights are important for performing artist, such as singers, musicians, dancers, phonograph producers, broadcasting organizations, film producers and other individuals who perform their work of literature or art on stage The performing activity is protected, therefore an individual who performs a play of Shakespeare is protected by neighbouring rights (Spoor, 2005: 650). The performing activity is protected and these rights offer protection for the reproduction of their performance. The neighbouring rights are regulated in ‘De wet op de naburige rechten’ (hereafter: WNR). The aim of copyrights and neighbouring rights is to financially stimulate creative individuals for the exploitation of their work (Visser, 1992: 2). Filmproducers, and broadcasting organisations are protected by the WNR. However, webcasting is not protected by the WNR (Spoor, 2005: 669). This could be of importance with the growing use of internet and piracy.

2.7.2 SENA

When a reproduction of music or art is performed commercially on stage or otherwise made public, without permission of the copyright holders, article 7 WNR determines that a fair compensation must be paid to the right holder. The Dutch government created in article 15 WNR, a legal body ‘Stichting ter Exploitation van Naburige Rechten’ [further: ‘SENA’] to collect the compensation. This compensation only applies for reproduction, which is commercially performed (Visser, 1999: 73). SENA offers licenses to stores, discotheques etc., where music is commercially offered to the audience (www.sena.nl). In this research I will not further discuss the role of the legal body SENA.

2.8 Fair Use

Copyright provides the owner with a bundle of exclusive rights that only he or she can exercise. It can amount in an infringement, when someone tries to use the copyright holders work without permission. However, copyright does not provide a complete monopoly for the use of the work. The work should be available in certain respect to the public (Greenfield, 2004: 90). In economic terms ‘fair use’ implies greater social benefits to the users than the absolute value of any cost that accrue to the copyright holder from such use plus the transactions cost that policing the copyright would require. The transaction cost of requiring copyright enforcement would be high (Watt, 2000: 13).

There are situations in which the right of the copyright holder is limited. In certain circumstances individuals can use copyrighted work without permission of the copyright holder. The term used for this unauthorized taking of copyrighted work is ‘fair use’ or ‘fair dealing’. This term means another individual is permitted to limited use of the copyrighted work, if the use is fair (Greenfield, 2004: 90). For example an individual should be able to review or critique a piece of music, literature work without infringement of the copyright. 

Einhorn describes four factors that are important to determine if the use of copyright work can be called ‘fair use’. First factor is the purpose and the character of the use, how the copyrighted work is used. Secondly, the nature of the copyrighted work needs to be taken into account. The third factor is the amount and substantiality of the portion used in relation to the copyrighted work in a whole, the larger the volume of what is taken, for example copy the whole book instead of a few pages that would not be ‘fair use’ anymore. Fourth factor is the effect of the use upon the potential market or value of the copyrighted work (Einhorn, 2004: 14). These factors must create a balance between a certain amounts of protection for the copyright holder and must not stifle creativity of other individuals. Examples of ‘fair use’ are making a quotation, a review or critique the work of a copyright holder. The name of the author must be mentioned. Another form of ‘fair use’ is use of works by way of illustration for teaching purposes, also works used for the purpose of news reporting are considered to be ‘fair use’.

Some musician wants to use part of the music or lyrics of other song, this is called sampling. Sampling in the music industry is usually bound by the copyright holder of the first song. It is arguable that copyright holders deter creativity, because copyright holder fetters the future use of the original music. This is an example of how copyright can bound the use of a work.

Lee gives another way of interpreting ‘fair use’, that it represents market failure. There is a failure in the market mechanism to maximize social welfare. Economically it is unviable to keep track of the use of every single copy of music. The cost of keeping track of every single copy of music would not be met by small licenses fees charged. Therefore, ‘fair use’ is an economic instrument that excuses an unauthorized use of copyright, when it is too costly to negotiate a license (Lee, 2004: 199). This last interpretation of ‘fair use’, when there is copyright infringement, is important if individuals make copies with the help of P2P networks or are file sharing. This last view can diminish ‘fair use’ provisions in copyright law. Thus this can have effect on music users’ rights. With the new digital technology one may wonder how broad the ‘fair use’ can be applied.
2.9 Thuiskopieregeling

The Dutch government did not want a special ‘fair use’ or ‘fair dealing’ clause. Therefore, Dutch copyright law got in paragraph 6 a section with all limitations of copyright. This section must be interpreted strictly; there are no limitations if it is not mentioned in this section. Although in extraordinary cases one could try to appeal a general rule of law (Spoor, 2005: 219). In The Netherlands we have several options which do look the same as ‘fair use’. For instance Dutch law has exceptions for private usage of copies, not used for commercial purpose. We have the ‘home copying regulation’ (de thuiskopieregeling) in article 16b and 16c Auterswet. Fair compensation for the use of others copyrighted work, this remains the core principle, but there are exceptions for private usage of a few copies, not used for commercial intention. For example copy a student who makes a copy of few pages of a book, while this student would not have bought the whole book. We also know the home copy compensation, which is compensation charged on blank sound mediums (thuiskopieheffing) (Seignette, 2006: 19).

To a certain amount it is allowed in the Netherlands to use music or literature for own use, study or to multiply it, when the author would not be disadvantaged by the use of this one copy. This was implemented when copying of literature or music was an intensive process. Since 1950 the technological development produced a lighter process to multiply copies. Nowadays copying of all kinds of information in a digital format is available for every individual and almost free. The Dutch law allows use and multiplication of copyrighted work for own use. However, the amount of possibilities to copy information goods, such as music grew enormous, why copyright holders can feel disadvantaged. The musician fears decreasing of the sale of their music (Spoor, 2005: 262). According to Spoor Thuiskopieregeling involve private use of audio- and video recorders. In 2004 article 16c of the Dutch Auteurswet was adjusted, it now only provides more traditional methods of own use and multiplying information goods, such as overwriting, copying drawing, copying paintings, copying crafting and not making digital photos or make photocopies. 

In the Netherlands there are some exceptions when individual users can make copies of the music for their own use (Schaud, 2006: 41). This is the right to make home copies on blank information carriers. We know a media tax on blank information carriers this is determined in article 16 Auteurswet. A certain amount for the use of these blank information carriers ,such as blank CDs, DVDs, audiotapes, videotapes , televisions, computer hard drives and so on must be paid when the products are bought. This tax is used to compensate producers for the content put on these blank products (Varian, 2005: 136). The minister has appointed the Foundation Thuiskopie to take care of this. This organisation is responsible to collect the levies on blank CDs or DVDs, which are used to download music, movies and so on, and sold in The Netherlands. After collecting this tax, the Foundation Thuiskopie will distribute the collected revenue to the responsible copyright collecting society, who will distribute it under the copyright holders (www.thuiskopie.nl).

2.10 Conclusion

This chapter gave an overview of copyright and the economic reason for copyright protection. Copyright is designed to protect the creator of a literary work, music, theatre, television, news papers etcetera. Copyright is part of intellectual property and protects information goods. These information goods has special characteristics of public goods, such as non- excludability and non-rivalry, these characteristics causes free-riders. Economics showed us that if there is no copyright protection the cost for reproductions would be almost nothing to zero. Therefore, it becomes quite easy to reproduce, and the creator would not earn money. The incentive to create a work of literature or music would be lost. This causes market failure that is why copyright protection is legally implemented. Too much copyright protection is not good either, because the incentive for other artist to create a piece of music based on an old piece would be lost. That the reason why in several countries ‘fair use’ is created. For example an individual can make a copy of a few pages in a book without infringement of the copyright. The ‘fair use’ has several criteria; the character of the use, the nature of the copyrighted work, the amount and sustainability that has been copied and the effect of the use on the potential market and the value of the good. In The Netherlands we differ from the ‘fair use’ system. Individuals can make copier for their own use, but we also know the ‘Thuiskopieregeling’, a levy on blank CDs or DVDs bound to be used for putting copied music on. Another difficulty with copyright protecting is the collection of revenue for the use of the information good. An artist is able to license his right to a copyright collecting society, who will collect the revenue for the use of the product. I will discuss this process more thoroughly in chapter 3. Nowadays individuals are more able to download illegal music from the internet without paying for this. One of the first who offered music by offering a network where individuals could share was Napster. Even when the justice system did not allow this practice, other illegal music providers arises and offers a network to share music. Concluding this chapter, copyright protection is a broad and difficult. In economic literature there are pros and cons against copyright protection of music.
Chapter 3 Copyright Collecting Societies

3.1 Introduction

As I already mentioned in chapter 2 Copyright Collecting Societies have a special function for the music industry. It is difficult for individual musicians, artist to have individual contracts with every single music user. Therefore collecting societies were developed. In this chapter I will further extend the origin, economics and function of collecting societies in a new digital era. Starting in paragraph 3.2 with a history review of Copyright Collecting Societies, how did collecting societies start to exist? Paragraph 3.3 will be about the Dutch Copyright Collecting Society Buma Stemra. In paragraph 3.4 I will discuss the economic implications of collecting societies, why are most collecting society’s monopolies? Followed in paragraph 3.5 by the diverse collecting societies in Europe. In paragraph 3.6 I will discuss research done after collecting societies, their possible function in the future of digital distribution and internet. I will finish this chapter with a conclusion in paragraph 3.7.
3.2 History review of Copyright Collecting Societies

In England copyright protection was first formally established in 1777 in a court case. One of the youngest sons of J.C. Bach had applied for an injunction against the unauthorized publication of one of his pieces. It was judged that music indeed felt under the copyright act of 1709, which protected ‘books and other writings’. In Paris during 1791 there was already a bureau for collecting performance royalties for writers and composers of dramatic work. However, until the court case in 1847, there was no practice to turn the legal right to public performances into economic benefit. The following happened, Bourget a composer of popular chansons refused to pay his bill at a café in Paris, because they played one of his pieces. He argued, ‘you consume my music, I consume your beverages’. The Tribunal of Commerce de la Seine judged in favour of Bourget. Afterwards Bourget realized that is would be impossible to monitor the general usage of his music. With the help of a publisher, he set up a collective body in 1851. Which became the Société des austeurs, compositeurs et éditeurs de musique (SACEM), the first modern collecting society. The ambition of modern collecting societies nowadays is to enforce the pay-per-play principle, to collect a fee for every use and distribute this to their members (Wallis, 1999: 11). During early 20 century performing right societies were founded in most major music markets and these established links via reciprocal agreements. A copyright collecting society was able to collect royalties for a world wide repertoire, and these royalties were passed through to the respective country of origin, which society distribute the revenues to the original right holder (Kretschmer, 1999: 169). 

3.3 Buma Stemra

The Dutch Collecting Society is Buma Stemra. Buma was founded in 1913; one year after the Dutch Copyright Act was passed. This Copyright Act stated that an author should give permission for the use of his or her work. However, this permission, monitoring, regulation of this provision was almost impossible for every individual author. Therefore, the government founded BUMA as an independent non governmental organization to represent the interest of music authors, when their work is made available for the public. When the gramophone records were made, Buma realized that replication of work was also important. Therefore, they created Stemra in 1936, which has focused on de replication of works of music.

3.3.1 Organizational Structure

Buma Stemra operates as a single company. However, the organization exists out of two separate bodies, the Buma Association and the Stemra foundation. Buma represent interests relating to musical works being made available to the public. Artist, musicians, authors and publisher can by signing an exploitation contract transfer their commercial exploitation of their music copyright to Buma. However, an author or publisher can also become member, when they fulfil certain criteria. Members of Buma have the opportunity to vote for the followed policy, that is why they meet once a year. The board, members who are elected by other members, then implement the policy. Also the Buma board determines the annual subsidies to organisations, such as BUMA Cultuur and Sociaal Fonds BUMA. 

Buma does not only make contracts with music authors, but they also make reciprocal agreements with foreign sister copyright collectives. Consequences of these agreements are that Buma administer almost 90 percent of the registered music worldwide. Buma only distribute blank licences to users (Spoor, 2005:471).

The Stemra Foundation deal with reproduction of works of music that are protected by copyright. Publishers and music authors can, by signing an exploitation contract, hand over the control over their commercial exploitation of the copyrighted work. These publishers and music authors become participants in Stemra, and are known as affiliates. They are chosen by other affiliates to gather in a board, make decisions and vote about it. 

These bodies have separate boards and members. The boards of the two bodies meet jointly for efficiency reasons. The execution of the task is performed by a single company, Buma Stemra has four main departments; General Affairs, Front Office, Back Office and Legal Affairs. The Front Office department enters into contracts for using the music and collecting the copyright remunerations. The Back Office department monitors the use of copyrighted material and distribution of fees to the members. The main difference between Buma and Stemra is, the latter does not have a legal monopoly. Stemra regulates mechanical reproduction of songs, via a tariff on the sales prices of records (www.bumastemra.nl). 

3.3.2 Valuation of music and distribution of revenue by Buma Stemra

Music can be used in different ways, such as background music in a store, as repertoire of a music association, as ring tones of mobile phones, in a radio program or on television. Music users pay for every category a separate tariff. For example when music is used in public, in a theatre play, in stores and bars, or in churches etcetera the users has to pay to Buma according to the amount of surface they use. Buma/Stemra collect information were licensed music is played and the amount of records are made. Buma Stemra only gives blank licences to users, which give them access to the entire repertoire that has been registered at the collective by the copyright holders. Buma Stemra has a database that holds correct details of all the works they represent. They are able to identify usage of the works in different contexts. Also they are able to distribute income according to usage. Finally, the organization needs to be fair, transparent and efficient; otherwise the organization will disadvantage some copyright holders (Wallis, 1999: 30 ). The music that is registered at Buma Stemra is put in different categories, such as for example amusement or television and radio. The value of live music is based on how long the work last. When the work between one and five minutes is valued 36 point and a work between twenty and twenty five minutes are valued 264 points. When music is performed on television or radio, the work is valued according to the amount of time this work is broadcasted. The distribution of revenues to members is based on a calculation with a special valuation system with points of seconds applied by Buma. The available money is shared by the amount of points or amount of seconds. The amount per work is calculated with the following formula (www.bumastemra.nl):

‘Turnover = number of performances X number of working points or seconde X point value’.

STEMRA distribute revenue to manufacturers and music producers per sound bearer. This distribution of revenue is much easier then the distribution of BUMA, because STEMRA does not have a valuation of the work. In the price of sound bearers, such as CDs and DVDs, there is a fast amount for music authors and music publishers. The manufacturers of sound bearers or record companies pay this compensation to STEMRA. STEMRA checks the quantity of records or sound bearers sold and multiply this with the fast amount, after deduction of STEMRAs cost the revenue is shared amongst their members (www.bumastemra.nl). 

3.3.3 Buma Cultuur

Buma Cultuur started as Conamus in 1962 to stimulate Dutch copyright in the Netherlands and in foreign countries, where they were specialized in light music. However, during several years Conamus developed more to stimulate and organize events and initiatives. Conamus is organiser of Noorderslag in Groningen, Dance Event, the Annie M.G. Schmidt price, the Conamus price for the best theatre song. Also Conamus stimulates Dutch music abroad by handing out scholarships, such as Midem and Popkomm. In 1999 Conamus took a lot of effort to support Dutch music with international exploitation (Buma Stemra, 1999:22). The international role of Conamus increased in 2000 (Buma Stemra, 2000: 20). Conamus created a new informative internet website, with a special focus on interested foreigners (Buma Stemra, 2001: 22).

In March 2006 Conamus changed into Buma Cultuur, to broaden the scope of work. Conamus only stimulated initiatives for the Dutch pop music sector, while Buma Cultuur wants to stimulate and promote the all Dutch Music. Buma Cultuur is active to promote and stimulate Dutch music and lyric writers; they do that through stimulating Dutch projects and rewarding Dutch music and lyric writers, for example de Gouden and Zilveren Harpen (www.bumacultuur.nl).

Every year the management board of Buma decides if there is revenue available for cultural distribution, this is determined in Article 29, paragraph 3. In accordance with article 29, paragraph 3 of the Articles of Association Buma should reserve a percentage for the benefit of the fund for cultural and social purpose. The management board will each year determine the percentage, with a maximum of ten percent that will be deducted from the Dutch royalties for distribution. These payments are reserved by the management board for institutions or organisations whose purpose is to represent the idealistic or material interests of composers, lyricists and publishers, or who otherwise promote Dutch music (Financial Statement, 2006: 23).

3.3.4 Efficiency changes for Buma Stemra and the development of online music services
For years Buma Stemra is trying to optimise their company processes, process of enlargement and basis broadening. Invest in automation to increase the productivity and increase the efficiency. In 1999 Buma Stemra created a new administration system, which finished in 2000. According to Buma Stemra, they want to play a leading role nationally and internationally in the development of protecting copyright holders, and they will lobby in the politics for that protection. There were plans to create a more positive organisation structure, a clearer difference between front-office and back-office. The front-office would be used for music users and the back-office would focus on the relationship with the copyright holders. The relation management and complaint office also moved to the back-office to create more efficiency within the organisation. Other services which were not the main task of the back-office moved to a separate service-office (Buma Stemra, 1999: 20). These changes are caused by technical and or digital development. In 1999 Buma Stemra took part in lots of projects for creating more efficiency between other copyright collecting societies. Buma Stemra and other copyright collecting societies, such as ASCAP and MCPS/PRS started with International Joint Venture [further: ‘MJV’]. These organisations wanted to create a back-office in The Netherlands, which should have been started in 2001, to increase the efficiency between these copyright collecting organisations (Buma Stemra, 1999: 11). Buma Stemra also took part at the Bureau Européen de Licences [further: ‘BEL’]. BEL focused on the exploitation of Central Licensing Contracts, between European Copyright Collecting Societies. 

In October 1999 Buma Stemra started with the use of a new financial administration system, Oracle Financials, this is to become more efficient with the customers database. In 2000 the quality of the organisation of Buma Stemra got the focus, especially with the online era. The aim is to make Buma Stemra more vital and create more independency in the market. Buma Stemra tried to increase employability and flexibility of the employees to create more efficiency of the organisation (Buma Stemra, 2000: 17). Buma Stemra also wants to increase the services level, and that happened in 2001 by a new website. The website is split in an internet section, information for everyone and an extranet section, for members. 
The organisations who were developing IMJV decided to terminate the cooperation at the end of 2001, because they were not agreeing on certain issues and the international economy decreased (Buma Stemra, 2002: 6). On the 18th of November 2002 a new Cannes Agreement was signed, this Cannes Extension Agreement would be applicable till 31 December 2005 and afterward it will be silently renewed every single year. Advantage for Stemra is that the commission percentage may be increased from 6 % to 7,325%. Still there is not a new agreement for the BIEM/IFPI agreement which was terminated in 2000, because there were still differences between the organisations about online exploitation. In 2002 the Simulcast agreement was created, which took care of bilateral agreement for the distribution of neighbouring rights on internet, radio- and television by copyright collecting societies organisations (Buma Stemra, 2002: 9). Music Licensor was created in 2002, this is a central place of individuals who want to offer and distribute music online. 

In 2003 Buma Stemra joined FastTrack, an international initiative of copyright collecting societies. The organisations that joined FastTrack make their information available online. Other sister organisations will be able to search for information online and this could improve Buma Stemra’s efficiency. In line with the improvement of the efficiency, the direction of Buma Stemra decided to replace their information systems, this replacement  finished in 2005 and became operational in 2006 (Buma Stemra, 2003: 8). There were not mentioned any particular development for the efficiency in 2004. The board of Buma Stemra decided in 2005 to watch the development of the European Commission on the abuse of the monopolies that copyright collecting societies cause in Europe. Buma Stemra assigned in their Annual Report of 2005 that they will follow this development and adjust their position to become more efficient (Buma Stemra, 2005: 8). In line with the development of the European Commission, Buma Stemra wanted to stay an attractive partner for copyright holders. They needed to keep the cost as low as possible (Buma Stemra, 2006: 8). Buma Stemra wanted to keep up with development and increase their efficiency, while providing the best services. According to Buma Stemra they have the lowest cost in Europe and the highest technical development and are all the income and distribution systems standardized (www.bumastemra.nl). 

3.4 Economics of Copyright Collecting Societies

There are tow markets for the use of copyright material; the primary market, which is the market of sales of sheet music and sound recordings, and the secondary market, in which recorded works are used in broadcast and in public performances in shops, discos bars, pubs etcetera. (Towse, 2004: 63). From an economic point of view copyright collectives are complex organizations. The economic function of copyright collectives are membership collectives that administer and licence the use of copyrighted work, by licensing the use of music to  users and distribute their revenues or royalties to their members and to monitor the use of the copyrighted work. Sharing cost of licensing and monitoring the users of the works in the care of a copyright collective can reduce the cost per member. When copyright collectives issue blank licences for the use of the music, the costs to users will be reduced and this make them more willing to get a licence (Towse, 2007: 53). Collecting Societies remedy a market failure, which arises from the high transaction cost involved in individual contracting (Kretschmer, 1999: 170). The economic function of these societies can also be referred to as collective right management. They pursue economic activities, by offering and trading intellectual property, such as music, and posses the exclusive right of a copyright holder to reproduce a work or permit others to do so (Tang, 1998: 876).

Wallis describes two counter effects of collecting societies. Firstly, as described above, collecting societies save transaction costs and therefore society is better of when copyright holders are joined together then working in the market individually. Secondly, monopolies are inefficient, because in principle they will not price competitively. Membership of a collective could be discouraged. The collective, as a monopoly, could set stringent admission standards and could distribute royalties in such a way that junior members are discriminated. However, Hollander has found no evidence in his research of this kind of practice (Hollander, 1984: 291). Hence, collective administration of copyrights can only be justified if the positive effect on social welfare outweighs the negative effect (Wallis, 2000: 166).

3.4.1 Negative economic effects of copyright collecting societies
The transaction cost argument has come under scrutiny, because copyrights are quite easy to identify and administer with modern monitor technologies. Multinationals threaten collecting societies to withdrawal their repertoire in order to obtain better conditions with the collecting societies (Kretschmer, 1999: 170). Independent record labels are not in such a bargaining position, therefore they will contribute much more while they obtain less revenue due to the fact that they do not have so many records which should be administered. 

Another disadvantage of collecting societies is they are also fragile organizations, because they unite conflicting interests, there is no harmony between authors and publishers, and they have to represent the interest of their members against users (Kretschmer, 1999: 173).

Copyright collecting societies have to determine the price; this involves three elements; the choice of the entity to be licensed, the degree of price discrimination to be practiced, and the establishment of the actual royalty rates (Hollander, 1984: 292). Most copyright collecting societies choose for the first element blanket licensing, also the Dutch organization Buma Stemra, because blanket licensing offers the most advantages with transaction cost. The organization only has to monitor infringement of non-licensees. With blanket licensing, copyright collective societies charge a flat fee for every type of user for the use of the whole repertoire works. These works are assigned by the author of the work to the collective society to administer those rights (Towse, 2001: 145). The second and third element also encourages blanket licensing. Although offering only blanket licensing might cause a problem with the position of anti-trust enforcement. The third element may retrain a copyright collective to encourage blanket licensing; copyright collecting societies could offer their choices between the several forms of licensing (Hollander, 1984: 293).

3.4.1 Why are most Copyright Collecting Societies monopolies?

In general perfect competition is created through five characteristics; 1.) Numerous producers in the market, 2.) All producers make the same product and they are identical in all regards, 3.) The cost of entry or exit the existing market is zero, 4.) Information cost is also zero for producers and consumers, this implies that everyone is perfectly informed, 5.) No cost and benefits can be externalized to parties involved in the market transactions, these market features result that the marginal value of the last unit sold to consumer equals the marginal cost of its production to producers, which equals market price (McKenzie, 2008: 26). While a monopoly is served for a single producer whose market position is protected by barriers to enter. Most European copyright collectives operate in an exclusive national territory. When there are different collectives in a territory, they tend to specialise in a special area and do not compete with each other (Towse, 2007: 19). The administration and marketing of intellectual property has many aspects of a natural monopoly, this has to do with the transaction cost of actively trading copyrights. If copyright holders join together in a collective, the transaction cost to collect copyright will be lower than if they do not join together in a collective (Watt, 2000: 163). Most copyright collecting societies in Europe are monopolies. Collective administration of intellectual property is a powerful concept, especially in the monopolistic form; because of this form there also arise question regarding internal governance of these societies and their control over certain market (Kretschmer, 1999: 175). Monopolistic collectives are able to exclude members, because some artist exact more surplus per member, while the supply of works will be lower than is economically efficient (Towse, 2007: 33). Due to the monopoly characteristics, some members are excluded from the collecting society because the collecting society has the power to do so. These authors deserve as much protection as others. This monopolistic position of collecting societies is discussed in the European Union, because it causes trouble with competition law.

3.5 Discussion about Copyright Collecting Societies in Europe

Each European member state has its own copyright protection; there is copyright protection on international and national level. Users will have to acquire a separate licence in each country where the works will be performed. Most Copyright Collecting Societies are based on the principles of reciprocity and solidarity. Via reciprocal agreements cooperation cross-border trading with the multi-licence model occurs between the different collecting societies. A response to this multi-licence model was the one stop shopping, which became possible through the Santiago Agreement. Users could not acquire a licence from any collecting society, but had to seek permission from the collecting society in their country of their economic residence (Gilliéron, 2006: 944). The European commission changed their view in a report in October 2005. They retained the option for all collecting societies to compete for members irrespective of their nationality and domicile, for the creation of efficiency. 

3.5.1 Threats for Copyright Collecting Societies

There are several threats to collecting societies, emanating form multinational companies. The first threat is Central European Licensing [further: ‘CEL’]. In accordance with the principle of the Single European Market, a record company can pay his dues anywhere in the European Union. Polygram did this in 1987, when it negotiated a special deal with the Dutch mechanical copyright society Stemra. This deal was favourable for both, because before the deal Polygram had to pay dues in every single European country and now Stemra was assured of guaranteed revenue. However, other copyright societies suffered, because they had to distribute revenue to its members, while they did not have money anymore from Polygram (Wallis, 1999:20). Another threat for the stability of the collecting societies would be if the majors, multinationals, extensively withdrawal their recording and publishing rights (Wallis, 1999: 21). 
Europe anti-trust regulation can also be a threat for copyright collecting societies. There are several lawsuits against copyright collecting societies alleging breaking anti-trust regulation. It could be that legislation going to use a similar approach as in Asia. There where major players are allowed to collect royalties themselves without the support of a collecting society (Wallis, 1999:24).

Global artists are the real money makers, especially with the CEL system, because they are major all over Europe and are likely to earn more than a little local musician. This could threaten artist who only have a national following, because they will not bring in enough and would not earn a high fee. Eventually national culture would be diminished. However, there is an advantage for local interest groups, such as local radio and television, because they never relied heavily on collecting societies (Wallis, 1999: 25). 

Wallis gives several possible responses to the threat the collecting societies suffer. The first response should be for outsiders to ignore the crisis which threatens the societies. Competition does not result in disappearing of a service, such as the liberalization of the electricity market. The collecting societies have a function as intermediaries, and they can survive if society sees them as performing a useful and necessary task. Therefore, the collecting societies must maintain their credibility capital, which involves constant monitoring of the overall fairness of operations, both on the revenue generating and distribution side (Wallis, 1999:27). Secondly, technology can play an important role, especially digital tagging, so that the international labour intensive databases are substituted with an electronic system. 

Third solution could be regulation, a European statutory provision for uniform access to a system of royalty collection, Wallis gives as example that the major companies who do not use the system to contribute in the cost through tax (Wallis, 1999: 29).

3.6 Function of Dutch Copyright Collecting Societies

The Netherlands does not have an extensive statutory regulation of mediation in the music industry. Only Buma has a legal permit to mediate and look after the interest of music authors and music publishers (Spoor, 2005: 470). Different copyright collecting societies have different functions. In the literature there are three main functions described. First collecting societies can grant licenses for the use of works in their repertoire (Hollander, 1984: 200). In the Netherlands, Buma Stemra only give blank licenses to their users, there are no other possibilities. A second function of copyright collecting societies is to negotiate and collect royalties and distribute them (Hollander, 1984: 200). Every collecting society has a different way of collecting and distributing royalties amongst members, in paragraph 3.3.3 I explained how Buma Stemra collect and distribute the royalties amongst their members. Third function of a collecting society is to take legal actions against those who infringe copyrights (Hollander, 1984: 200). The main reason for these functions is that the costs of monitoring, negotiating and enforcing rights by individuals exceed what they can reasonably hope to collect. For welfare analyses, optimal would be the revenue of creators equals the marginal gain in terms of the royalties collected in the market where copyrights are individually enforced.

3.6.1 Research done about Copyright Collecting Societies

There is not a lot of research done about Copyright Collecting Societies. In this paragraph I will discuss the research that has been done. Kretschmer expected in 1999 that the new digital technologies, such as music-on-demand will be one more way to use music. The music industry, especially the intellectual property protection, will look the same after four years (Kretschmer, 1999). 

Towse and Handke researched the economics of collective management of copyright (Towse, 2007).Without copyright collecting societies, copyright law would be ineffective for the majority of authors and users, because they cannot obtain necessary permission for the use of the music. Collecting societies act on behalf of the copyright holders, so they can license the use of their copyright. Towse and Handke researched the economics and future of collective management. They conclude that online licensing would be much easier, because it reduces cost and users are more willing to acquire them. Collective right management can be more efficient, because of new technology a one-stop-shop can be created in stead of millions of copyright holders worldwide (Towse, 2007: 52). Collecting societies are likely to be natural monopolies; therefore it is highly unlikely that new competition would enter the market without regulatory intervention. Natural monopolies can have dangerous effects, but usually these effects are at a minimum because the collecting society has to deal with other monopolies, such as a trade association. In their research they also looked at Digital Rights Management, and they found it interesting to see if top stars will eventually manage their own rights. They conclude that a lot economic study of copyright collecting societies can still be done (Towse, 2007: 58).

Dietz also did a research, about how to deal with collecting societies in a European perspective (Dietz, 2004). His research was about Regulation, the existence and activities of collecting societies in Europe. The copyright collecting societies in Europe have a lot of common ground. The Commission could create legislation for collecting societies, which includes the establishment and status of collecting societies, the relationship of collecting societies to users, the relationship of collecting societies to right-holders and the external control of collecting societies (Dietz, 2004: 818). However, most copyright collecting societies are regulated through national copyright law and will be influenced by territorial principal, because there is no European copyright law. It is doubtful if the European Commission will create such regulation, also in the view of subsidiary.

Rochelandet researched the efficiency of copyright collecting societies and amongst the factors to explain these results are ownership concentration and the complexity of copyright administration. Which organizations are characterized by the best performance? What relationship was there to be found between ownership structure, legal control and performances in case of copyright collecting societies? Under what legal system will we find better results for copyright collecting societies (Rochelandet, 2003: 177)? Key factors to explain the performance of copyright collecting societies are the concentration of ownership and the intensity of institutional control. The outcome of the study showed strong internal control is sufficient to overcome potential failure and when there is failure of internal governance mechanism, strengthening of legal supervision should be recommended (Rochelandet, 2003: 192).

Watt researched the social worth of collective copyright administration and how copyright regulator should intervene in running these collective copyright administrations (Watt, 2000). He concluded that the socially beneficial aspect of collective administration does not fully compensate the social cost implied by the creation of market power. Copyright collectives do not operate at a social efficiently level, because they are subject to regulation. However, it is difficult to find regulation that is directly affecting social efficiency (Watt, 2000: 197).

3.6.2 How do the digital changes affect Copyright Collecting Societies?

Digital technology makes it difficult to identify copyright infringement, because there is rapid access of information. The internet makes it easy for consumers to download music, but difficult for copyright holders to keep track of their product and the copyright infringement. The growth of digital goods and digital piracy also causes problems for copyright collecting societies (Tang, 1998: 880). Would the role of the collecting societies diminish, because of the growth of digital goods and digital piracy? History of technological development, such as the introduction of the CD and DVD, has shown that the role of collecting societies would adapt and remain the same administrative practice for royalty collection.

Technological change can shift the bargaining relationship between an industry and its suppliers. It can eliminate the need to purchase a good, such as music from a powerful supplier. Downloading offers individuals the opportunity to get or purchase their music over the internet, without supporting the music industry. Downloading music (illegally), when the quality of the music is the same as the original good, can be seen as a substitute for purchasing music in a music store. This technological change can widen the boundaries the copyright collecting societies have, because they are in the possession of a database with music over which they have the ability to hand out blank licenses against a fee. When single artist apply Digital Right Management to collect their royalties, they do not have this ability and therefore a consumer should request licences at several artist and that might create a hazard for the consumers (Wallis, 1999: 20) copyright collecting societies should have a competitive advantage, because of this database with most of the songs registered and they should use this strategy (Porter, 1985: 176).

Digital copyright finally arrived in Europe after the implementation of the Directive on the Harmonisation of certain aspects of copyright and related rights in the information society (2001/29/EC). Growing access to decentralized digital production facilities, because of technological development, and the rise of the internet as a global communication medium have opened new possibilities for the independent players within the music industry (Kretschmer, 1999: 176). 

The main question that arises is; can collective societies be an intermediary in a digital environment? Kretschmer describes in his article that transformation of collecting societies into regulatory bodies are a possibility. However investors want exclusive and transferable property rights to extract maximum return. For them it would be more useful if works become more expensive, works become available for creative engagement (Kretschmer, 2003: 335).
With the digital change individual right holders can control the exploitation of their works directly by Digital Right Management. The copyright holder would be able to receive a better compensation then they would if a collecting society controls the exploitation rights, but if that is the case then the role of collecting societies must be clarified (Kretschmer: 2001: 433). Hugenholtz does not agree that DRM would be a better substitute for collective management, because individual management is extremely costly especially for individual copyright holders, monitoring the exploitation of the works requires an expertise which the individual copyright holder does not have and third the European collective societies play an important social role (Gilliéron, 2006: 953). Other problems are that different entities need to acquire several licenses, because the artist can only exploit their own copyright, this might hazard the entities. Only collecting societies are the only one who could provide blank licenses to the entities. Also all collecting societies agree that there is no uniform standard for DRM and it is not likely that companies will reach an agreement (Gilliéron, 2006: 954).

3.6.3 Piracy and Copyright Collecting Societies

Collecting societies could prevent websites with illegal music by monitoring the internet. Once they discover a website that allows unauthorized performances of music, the collecting society can contact the owner and invite him to request a license. If the owner of the website refuses to request a license, the collecting society will request an intervention of internet service providers. If the internet provider does not cooperate, this might cause an infringement of article 12-14 of the E-Commerce Directive and the internet provider has the change that he has to shutdown his services (Gilliéron, 2006: 963). Only the power of a copyright collecting society is not strong, when the internet provider is offering his service from abroad. This might cause problems for the position of copyright collecting in the music industry. 

3.6.4 Possibilities to broaden the Copyright Collecting Societies

In the next few years digital markets, digital technology will evolve gradually. There are several opportunities to protect copyright holders against infringement. One of these options could be to broaden the rights and work copyright collecting societies. For example the societies could create contracts with internet service providers. The internet provider could shut the website of a music distributor if there are no licences (Gillieron, 2006: 956). Einhorn provided another instrument site licensing. Site licensors will offer unlimited access of their site, without pay-per-use, at any designated computer for a periodic fee (Einhorn, 2004: 56).

Example of site licensing is university libraries who are subscribed to the Lexis Nexis database. The university library has to pay a per student fee. This could also be an opportunity for music distribution websites.

3.7 Conclusion

Copyright collectives are a solution for market failure, because individuals cannot regulate, enforce, administer and make contracts with every individual who uses or buy the music. This would involve high transaction costs. Therefore, copyright collecting societies came about. However, because of digital technological development there was pressure created for these collecting societies. First of all the position of the major music producers. They are large and have a bargaining power to receive more revenue for their copyrights for lower cost, and if the collecting society would not cooperate, they would leave the collecting society and monitor, regulate and collect their own revenue from used copyrights. This brought them in a better bargaining position than the independent record labels. Another problem is cross-border licensing, artist have the ability to reach an agreement with other collecting societies e.g. in Europe. This could mean a loss for territorial collecting societies and the organisation could even go up in a European collecting society. In the literature that I reviewed, they spoke about the lost of territorial collecting societies, but I have not found evidence for this yet. The development of Digital Right Management could endanger the position of collecting societies. Although, most collecting societies have a technological competitive advantage, because they have a database with registered song and can offer blank licenses. The difficulty for individual artist to monitor and administer and their copyright and collect their royalties still are the expertise, time and money that is required to pursue this and entities do not want to have several licenses combined with the change they cannot play every single song in their entity. There are a lot of difficulties that collecting societies come across, but this probably will not mean that they cannot survive in this digital era.
Chapter 4 Recommendations of the European Commission on collective management of copyright and related rights for legitimate online music services

4.1 Introduction

In the first chapter I already started with the point of view of the European Commission to pursue the research question. In this chapter will further explore the involvement of the European Commission in the cross-border collective management of copyright. First I will start with a short overview why the European Commission started research the cross-border management of copyright. Secondly, I will explore the researches done by the European Commission on collective management of copyrights during the last four years (paragraph 4.4). In paragraph 4.5 I will mention the conclusion of the research and the actions taken by the European Commission. In paragraph 4.6 I will give the reaction of copyright collecting societies in Europe I will finish this chapter with the conclusion (paragraph 4.7).

4.2 European Union

European Integration has been a political product pursued by economic means. This can be found in the objectives of the Treaty of Rome, also known as the EEC Treaty, which objectives are stated in articles 2 and 3 EEC Treaty. The task of these objectives are to establish a common market divided between the customs Union and the fundamental Community Freedoms, which are free movement of goods, free movement of workers, free movement of services and free movement of capital. This harmonization program was spelt out in the White Paper
. Three main objectives the White Paper; i.) the elimination of physical barriers through the abolition of checks on goods and persons at internal frontiers; ii.) the elimination of technical barriers through harmonization or mutual recognition and iii.) the removal of fiscal barriers and tax frontiers through harmonization or approximation of value added tax rates and excise duties (Konstadinides, 2009: 22). However, European member states have not lost their own identity during this harmonization process. This is also the case for European Copyright Collecting Societies, who are mostly organized as monopolies in European member states. 

In the European Union there are several institutions, the Council, the Commission, the Parliament and the Court of Justice. These institutions have been generating a remarkable vast and complex body of secondary law (Folson, 2008: 45). The Council of the European Union consists of representatives of the governments of the member states, which is bit of a moving target, because the Council change in accordance with the topic at hand. For example, the national minister of foreign affaires is sent to Brussels to confer and vote on matters of their competence with their colleagues of other member states, the EU Council is assisted by a Committee of Permanent Representatives.

Directives are addressed to member states, instructing them to implement certain policies within a fixed timetable. Directives do not have binding force, the policy mentioned in the directives will not become law until the member states implement them (Lewis, 2007: 163). These directives can have direct effect, if member states do not implement these policies and the European Court Rules has ruled that the directive will have direct effect. Only those directives which establish clear and unconditional legal norms will have direct effect, because most framework directives will not meet these criteria (Folson, 2008: 96). 

The free movement of goods within Europe is based on the creation of a custom union. The member states have eliminated customs duties amongst themselves and created common customs amongst the member states in Europe (Folson, 2008: 144). Owners of Intellectual Property rights, such as music, within Europe are free under most traditional law to block the unauthorized importation of goods into national markets. This can cause trade restrictions for Intellectual Property rights. Difficulties arises when copyright collecting societies have to set boundaries for internet services, because these copyright collecting societies usually are monopolies in a specific (bounded) territory within the European Union (Folson, 2008: 153).

4.3 European Commission

The European Commission [further: ‘EC’] has a wide range and multiple functions within European Union. First of all the EC has a role to play in mediating between the Parliament and Council and amongst national government and non-stat actors involved European policy making and therefore it is involved in European policy making from the start to finish. The EC works independently from the national governments and tries to protect the European Union. Usually they are responsible for initiating and formulation of policy in the form of legislative, budgetary or programme proposals. Accordingly, policies falling under the fist or EC pillar of the EC, such as the single market, to remove barriers of trade and to foster market integration. This is noticeable in their recommendation on collective cross-border management of copyright and related rights for legitimate online music services. The EC performs an exclusive agenda-setting role (Egeberg, 2007: 140). Another role the EC has, is to implementation of European policies, which means that they are responsible for monitoring the implementation of these policies in the member states. The EC has more functions; they are an external representative for the member states and a negotiator on their behalf. The European Commission is a mediator between member states, the European institutions and other sectional interests. According to Cini, the EC could be framed as the conscience and the voice of the European Union as a whole (Cini, 1996: 14). For this thesis there is no place to go deeper into the EC or European Union, because this would give a too broad overview. 

4.4 Study by European Commission

In article 251 Treaty, provides the establishment of an internal market and the institution of a system that ensures competition in the internal market. Therefore, already in 1992 there was discussion if there should be harmonisation of the laws of the European member states on copyright and related rights. However, the EC did not start to explore copyright collecting societies in Europe until 2005. 18 October 2005 the EC presented the results of monitoring collective management of copyright and related rights for legitimate online music services (Commission Recommendations 2005/737/EC). Why did the EC feel the need to research copyright collecting societies in Europe now? The European Union suffered from a lack of innovative and dynamic structures cross-border collective management of online music services (European Commission, 2005:6), because particular online music services could be accessed everywhere in the European Union. This access could cause infringement of copyrights much easier. The technological development has been affecting both the territorial scope and current business models of collective copyright management. Nowadays an individual does not have to be in a certain country to buy music. By using internet one could rapidly download music in one country, while copyrights are registered in another country. Consumers are not restricted anymore to one territory. Across Europe copyright collecting societies, who are bound by their national territory, are starting cooperating with other copyright collecting societies in other countries, to fight the current position of the accessibility of music by individuals all over Europe. Before the study and recommendations of the EC, copyright collecting societies across Europe were exploiting non-domestic repertoire through reciprocal representation agreements (European Commission, 2005: 8). The objects of the study by the EC were aimed at adapting cross-border collective management of online music services and to make much it easier for both users and copyright holders, who increasingly needed pan-European rather than territorial licences, to operate in the digital market place (Lewinski, 2007: 1). The recommendations put forward measurements for improving the EU-wide licensing of copyright for online music services.

The study of the EC also involved cultural and social dimension of collective management and the EC came up with three solutions; do nothing, secondly eliminate territorial restrictions and thirdly give copyright holders a choice to choose a copyright collecting society. Doing nothing, while copyright collecting societies would increase the services for non-domestic members, the cultural and social funding services will be accrued to domestic members and would remain an exclusively national (Commission Recommendations, 2005: 38). Option two and three would have the potential to increase the overall amount of revenues created by copyright licensing in the online environment and would make a larger variety of cross-border programming available for various language and cultural communities across Europe. This might have a consequence for the diversified sponsorship policies, finding new audiences for various sectors of creation, cultural events featuring domestic content with an international platform and last a financial rapport for musical and audiovisual productions on a national and international level. Overall these options might cause an increase of royalties for copyright holders and awareness for cultural activities (Commission Recommendation, 2005: 38).
4.5 Conclusion and actions taken by the European Commission

In the study on a community initiative on the cross-border collective management of copyright the EC has been researching three policy options to improve cross-border management of copyrights; first option doing nothing and expects the market will achieve a limited form of multi-territorial licensing. Doing nothing could be an undue hindrance to the provision of a cross-border commercial right management service to users resident in other territories (European Commission Staff working document, 2005: 34); second option to eliminate territorial restrictions and discriminatory provisions in the reciprocal representation agreements concluded between copyright collecting societies in Europe. This would introduce a single entry point and choice for commercial end users. Option two would also improve the way reciprocal agreements function and improve the way affiliate collecting society’s monitors, collects royalties and transfer them back to the managing collecting society. However, according to the EC option two would not remove limitations contained in several reciprocal representation agreements and the copyright collecting societies will not improve their services or differentiate their repertoires by active competition (European Commission Staff working document, 2005: 34); third option gives right-holders the choice to authorise a collecting society of their choice to manage their work across the entire EU. This option would cut out the intermediary function of the affiliate copyright collecting society in favour of direct membership. This option might create competition amongst copyright collecting societies in Europe, which could increase speed and efficiency (European Commission Staff working document, 2005: 35). The EC decided that option three was more preferable long-term rights management model for cross-border copyright exploitation, because the right holders have the freedom to choose the copyright collecting society of their choice, this option would increase the competition on a level of and in favour of the right-holders, give collective right managers more opportunity for negotiating and be more efficient to balance a strong market position (European Commission Staff working document, 2005: 56).

4.6 Reaction by the European Copyright Collecting Societies

The EC intended to keep up with developments of Europe’s online music sector in light of the recommendations (2005/737/EC). In the call for comments the EC has invited member states and copyright collecting societies to report to the commission on measures they have taken in relations to the recommendations 2005/737EC and on the management by answering particular questions (European Commission, 2007). In the response the EC has received, copyright collecting societies have not been anonymous on the issue. A number of collecting societies are in favour of legislation in the areas of transparency and governance. Collecting societies that adhere the recommendations, in general oppose to the legislation. Some collecting societies state that the recommendation appears to be the most appropriate instrument to shape the future of collective management online (European Commission, 2008: 4). Publishers are unanimous in their position that legislation is not desirable at this stage. Most users are in favour of legislation and most member states appear concerned that non-legislative approach circumvents the democratic process. The monitoring of the EC reveals there is a nascent market for EU-wide licensing of music for online services. The recommendations have produced an impact on the licensing marketplace and the EC will keep monitoring future developments, if a clear need does arise.

Buma Stemra did not agree with the recommendations of the EC, because this creates competition between collecting societies in Europe and this could harm the copyright holders. In the end only major copyright collecting societies would survive the competition battle. These collecting societies would decide and manage the popular music in Europe, because major music producers will go to the larger organisations who can be more efficient (Willemsen, 2008: 16).

July 2008 the EC decided competition between copyright collecting societies is important than the tension between exclusivity, membership restrictions and territorial restrictions, which European copyright collecting societies agreed upon. These reciprocal presentation agreements amongst collecting societies might harm anti-trust regulation, therefore, the European competition authority decided that these agreements are prohibited and subscribe the recommendations of the EC made earlier. However, the decision of the European Competition law authority was no problem for Buma Stemra, because since the EC recommendation they have been working on their efficiency (Willemsen, 2008: 15).
4.7 Conclusion

In these last several years the EC has been monitoring on collective management of copyright and related rights for legitimate online music services. The amount of online music services grew significantly over the last few years. However, copyright collecting societies in Europe were remaining monopolies. The conclusion of the study of the EC was, remove territorial restrictions amongst Europe and competition will flourish and might cause a more efficient position for copyright holders and users. Even the European competition authority got involved and decided that reciprocal representations agreements were against anti-trust regulation. The territorial rules that caused this infringement should be removed by the copyright collecting societies. Buma Stemra did not agree with the EC recommendations, however, they agreed with the decision of the European competition authority. Buma Stemra did not expected troubles, because since the introduction of the recommendations they have been working on their efficiency. 

Chapter 5 Results

5.1 Introduction

This is an important chapter, because it will help to answer the research question and hypothesis through a qualitative manner. I will give answers with the methods used by Rochelandet article on the efficiency of copyright collecting societies. First I will give the research question and the hypothesis again. Then step by step I will give the optimization criterion, Gross proportion of distribution ratio, Net distribution ratio, Average productivity per Employee, Distribution per Employee and Average Cost per Employee to measure the efficiency of Buma Stemra during the last ten years from 1998-2008. Per ratio I will give what this measures and how this affect the efficiency. Then I will look at the average of revenues distributed over the last ten years from 1998-2008. I will end this chapter with the conclusion.

5.2 Research Question

“Did copyright collecting societies in Europe, such as Buma Stemra became more efficient after 2005 when the European Commission studied the monopolistic position of copyright collecting societies in Europe and the probability to remove the territorial restrictions between copyright collecting societies on the online music services?”

5. 2.1 Hypotheses

· Since the research of the European Commission in 2005 about the future of copyright collecting societies, this study has positively affected the efficiency of Buma Stemra.
· Since 2005 and the research of the European Commission, Buma Stemra has increased their development and implementation of online music services.
· Since 2005 and the research of the European Committee about the future of copyright collecting societies, Buma Stemra has distributed more to cultural and social funds.
This study determines if there is an impact of competition amongst European Copyright Collecting Societies on the efficiency of the Dutch copyright collecting society Buma Stemra.

The main purpose of this study is to evaluate the efficiency change of Buma Stemra after the research of the European Commission to introduce a competitive market system amongst copyright collecting societies in Europe and researched the option to abandon the monopolistic system, because this system could affect the cross-border collective rights management in the music industry in Europe. Therefore, this study will become a comparative analysis that contrast the before-2005-efficiency and the after-2005-efficiency. Would the Dutch collecting society Buma Stemra be forced towards higher performances and work more efficiently, if they would be affected by effective market pressure such as product market competition and potential hostile takeovers (Rochelandet, 2003: 178)?

5.3 Data

This study is limited to the Dutch copyright collecting society Buma Stemra. Most of the data I have obtained from the 1999-2008 annual reports of Buma Stemra. In the annual reports I could find data starting from 1998. Therefore, I choose the period 1998-2008. In the calculation of the ratio I incorporated the inflation rates of The Netherlands during the years 1998-2008. In the table 1 there are the data I collected from Buma Stemra, this is without inflation correction. However, in paragraph 5.4-5.12 I applied the inflation correction (www.cbs.nl) during these years.
	 YEAR
	2008
	2007
	2006
	2005
	2004
	2003
	2002
	2001
	2000
	1999
	1998

	 
	Total Revenue P in Euros (x 1000)

	BUMA
	140,004
	129,432
	119,972
	113,575
	112,770
	106,002
	111,577
	94,750
	87,322
	84,271
	74,990

	STEMRA
	45,041
	51,576
	48,421
	53,455
	60,757
	61,972
	70,432
	67,936
	69,317
	66,485
	64,398

	
	Licensing & Administration Expense C Euros (x1000)

	BUMA
	15,659
	14,659
	14,772
	14,129
	13,790
	12,706
	12,696
	11,949
	11,236
	11,087
	11,199

	STEMRA
	9,726
	9,446
	9,652
	9,296
	8,930
	9,964
	9,663
	9,365
	8,776
	8,949
	8,747

	
	Number of Employees E

	BUMA
	157
	180
	197
	198
	198
	207
	244
	243
	263
	264
	257

	STEMRA
	25
	37
	39
	44
	41
	50
	60
	57
	51
	51
	61

	
	Amount to Cultural & Social Funds F Euros (x 1000)

	BUMA
	12,132
	11,618
	10,596
	10,233
	10,124
	9,983
	9,468
	8,714
	7,997
	7,649
	6,708

	STEMRA
	-
	 -
	 -
	 -
	 -
	-
	 -
	 -
	 -
	 -
	 -

	
	Distribution copyright R in Euros (x 1000)

	BUMA
	153,816
	151,991
	136,798
	128,614
	126,012
	116,484
	1.121,680
	109,599
	105,731
	220,093
	192,678

	STEMRA
	45,438
	49,175
	51,332
	56,513
	51,774
	47,303
	50,278
	46,276
	45,490
	91,597
	86,008


Table 1 (Based on own calculations)
5.4 Optimization criterion 

I will use the optimization criterion [further: ‘OPTIC’] which Rochelandet also used (Rochelandet, 2003: 183), because it proves to be a good approximation of the ability of a copyright collecting society to manage its members’ rights at the lowest cost. This criterion assesses the ability of a copyright collecting society to maximise its collected sums at the lowest cost. This is based on the elaboration and comparison of specific efficiency criteria. The higher the managing cost in comparison with the total copyright royalties they collect, the less effective the organization and the OPTIC ratio will be less high. This criterion relates more to cost optimization than cost minimization.

	OPTIC = 
	P

	
	C


Buma Stemra OPTIC Ratio 1998-2008
	Year
	Buma
	Stemra
	Total

	1998
	6,6961
	7,3623
	6,9883

	1999
	7,6009
	7,4293
	7,5243

	2000
	7,7716
	7,8985
	7,8273

	2001
	7,9295
	7,2542
	7,6328

	2002
	8,7884
	7,2888
	8,1403

	2003
	8,3427
	6,2196
	7,4095

	2004
	8,1777
	6,8037
	7,6376

	2005
	8,0384
	5,7503
	7,1304

	2006
	8,1216
	5,0167
	6,8946

	2007
	8,8295
	5,4601
	7,5091

	2008
	8,941
	4,631
	7,2895


Table 1 Based on own calculations
5.4.1 Buma OPTIC Ratio

According to the calculations during the period 1998-2008 the following stand out for Buma. That the OPTIC ratio from Buma shows an overall grow from 6,7 in 1998 till 8,94 in 2008, which is an increase of 33,53 percent that means that the OPTIC ratio increased and Buma as an organisation became more efficient. Buma was able to optimize the cost, because the total copyright royalties they collect from 1998-2008 increased. Therefore, they were able to distribute more to their members, during these years the licensing and administration exspense also increased. However, there was a decrease of the OPTIC ratio in 2002-2004. Buma had an OPTIC ratio of 8,788 in 2002 and the following years the OPTIC decreased even further to 8,038 in 2006. From 2007 it seems Buma became more efficient again, the OPTIC ratio increased to 8,941 in 2008. This increase after 2005 could mean that Buma is attempting to become more efficient after the news of the European Commission. They had less cost for their business or more copyrights to distribute to their members. The mean during 1998-2008 is 8,11. 

5.4.2 Stemra OPTIC Ratio

The OPTIC for Stemra during the period 1998- 2008 shows an overall decreased from 7,36 in 1998 to 4,63 in 2008 which is a decrease of 37,10 percent. Which indicates that Stemra became less efficient over this period. This is not a staight decrease, in 2003 the OPTIC ratio increased to 6,22 and in 2004 it increase to 6,8. The following year decreased again to 5,75 in 2005. The OPTIC ratio in 2006 decreased to 5,02. In the following year 2007 the OPTC ratio increased to 5,46 and in 2008 there is an increase of the OPTIC ratio again to 4,631. The mean during 1998-2008 for Stemra is 6,21. According to the actual total copyright royalties they collect and the total licensing and administration expense which Stemra makes, these actual numbers both grew in the period 1997 to 2007. It does not seem that the decision and the research of the European Commission to remove territorial restriction between European Copyright Collecting Society affected the OPTIC ratio of Stemra. According to the OPTIC ratio Stemra did not became more efficient from 2005-2008.
5.4.3 Buma Stemra OPTIC Ratio

Buma Stemra together also seems to have an increase in OPTIC ratio between 1998-2001 from 6, 99 in 1998 to 8, 14 in 2002. There was a decrease of the OPTIC ratio of 7, 41 in 2003 till 6, 89 in 2006, which is a decrease of 0, 51. In 2007 there is an increase of 7, 51 OPTIC ratio. During 2008 the OPTIC ratio decreased again to 7, 29. Overall there is a decrease of the OPTIC ratio, which means that Buma Stemra has performed less efficiently over the years 1998-2008, there is a small decrease for Buma Stemra of 4,31 percent and an average OPTIC ratio of 7,45. The decrease of the OPTIC ratio could be caused by the increase of use of internet. However, the decrease could be caused by the change in the organizations of Buma Stemra, because they outsourced their back office. There is no evidence that the study of the European Commission affect the OPTIC ratio and the efficiency of Buma Stemra.
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Graph 1 (Base on own calculations)
5.4.4 Disadvantage of OPTIC Ratio

The disadvantage of the optimization criterion is that the administration expenses include costs incurred in the collection of rights, such as contract concluding, licensed users’ supervision etcetera. The optimization criterion also includes costs relation to their distribution among members (Rochelandet, 2003: 183).
5.5 Growth rate of Collections and Growth rate of Distributions

The growth rates of collections and the growth rate of distribution, these methods allows the variation of collected and distributed sums from one year to another. The disadvantages of these ratios are they depend too heavily upon the specific growth of cultural markets where copyrights are collectively managed and exchanged. Therefore, it is difficult to presume that copyright collecting societies became more efficient due to their own effort or due to fluctuations in market content. That is the reason why I have not used these two ratios, because the market content can fluctuate even more due to the announcements of the European Commission (Rochelandet, 2003:184).

5.6 Gross Proportion of Distribution

Gross proportion of distributed revenue [further: ‘GDRAT’] is another ratio, which makes a comparison between a given period and the effective collected sums. It evaluates the efficiency of the distribution activity of a given copyright collecting society. The ability to distribute the maximum of the collected rights. It is based on the preferences of its members, the greater the proportion of collected sums they get, the greater their satisfaction. This ratio compares the final result (the actual distribution) to the initially available sums (the collected sums from the users).

	GDRAT=
	R

	
	P


Buma Stemra GDRAT Ratio 1998-2008
	Year
	Buma
	Stemra
	Total

	1998
	1,1659
	0,6061
	0,9073

	1999
	1,1852
	0,6222
	0,9369

	2000
	1,2108
	0,6563
	0,9654

	2001
	1,1567
	0,6812
	0,9581

	2002
	1,0905
	0,7139
	0,9448

	2003
	1,0989
	0,7633
	0,9751

	2004
	1,1174
	0,8521
	1,0245

	2005
	1,1324
	1,0572
	1,1083

	2006
	1,1402
	1,0601
	1,1172

	2007
	1,1743
	0,9534
	1,1114

	2008
	1,0987
	1,0088
	1,0768


Table 2 (Based on own calculations)

5.6.1 Buma GDRAT Ratio

The actual distribution to the members of Buma has been higher, than the available sum collected revenue from the use of copyrighted work during 1998-2008, due to this the GDRAT ratio is higher than 1. The actual distribution is higher, probably because the actual distribution number is based on the end of the year and Buma would have reserved some distribution for next year. However, during the period 1998-2008 the amount reserved for the following year decreased. The GDRAT ratio decreased from 1, 17 in 1998 to 1, and 10 in 2008. This is a decrease of 5, 76 percent during this period. From 1998-2003, the GDRAT ratio decreased from 1, 17 to 1, 10, which is 7, 75 percent. From 2004-2007 there is a light increase of GDRAT ratio from 1,12 in 2004 to 1,17 in 2007, an increase of 5,1 percent. The GDRAT ratio decreased again the following year to 1, 10 GDRAT ratios, a decrease of 6, 4 percent. During 1998-2008 the distributed copyright of Buma increased with 75 percent and total revenue with 85 percent. The total increase might because by the higher increase of the total revenue. There is no significant evidence that the study of the European Commission affected the GDRAT ratio of Buma.

When the actual distribution increases of Buma during 1998-2008, this could entail a greater satisfaction of their members, which could mean that Buma became more efficient. This might help them when the territorial restrictions are actually removed by the European Commission, but this need further research, this is only guessing.

5.6.2 Stemra GDRAT Ratio

The actual amount distributed by Stemra to their members is less, than the available sum of collected revenue for the use of copyrighted work; therefore, the GDRAT ratio is lower than one. In 2004 and 2005 the GDRAT ratio was higher than one, because the amount of collected revenue increased and the actual distribution amount decreased. This could mean that after Stemra heard the news of the European Commission to remove territorial restrictions between copyright collecting societies, Stemra became more efficient. Overall Stemra had an increase of 66, 50 percent during 1998-2008, with a decrease in 2007 to 0, 95. The average GDRAT ratio of Stemra is 0, 75.

5.6.3 Buma Stemra GDRAT Ratio
In total Buma Stemra GDRAT ratio increased from 0,907 in 1998 to 1,077 in 2008, this is an increase of 18, 74 percent in ten years, which means that Buma Stemra became more efficient during these years. However, from 2005 there is a little decrease of GDRAT ratio from 1,108 in 2005 to 1,077 in 2008. This could mean that Buma Stemra became less efficient during these years and that the commotion of the European Commission did not impact the efficiency.
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Graph 2 (Based on own calculations)

5.6.4 Disadvantages of GDRAT

This ratio raises two problems, first it implicitly incorporates the dynamic factor et which relates to the distributable sums for one period to another. It can therefore be greater than 100%, in which case collected sums from the previous years are distributed only the year this ratio is calculated. The calculation of average ratio over the tested period reduces this problem (Rochelandet, 2003: 184).

5.7 Net Distribution Ratio

The other problem is with the distribution, before being distributed, some proportion of the collected sum is allocated in professional, social and cultural actions or funds. This problem is being solved by the Net Distribution ratio [further: ‘NDRAT’], which takes into account this various funds, whether or not, they are legally imposed on the copyright collecting society. The greater the NDRAT is, the more efficient the copyright collecting society is regarding to their distribution activities.

	NDRAT = 
	R+F

	
	P


Buma Stemra NDRAT Ratio 1998-2008
	Year
	Buma
	Stemra
	Total

	1998
	1,255
	0,606
	0,955

	1999
	1,276
	0,622
	0,988

	2000
	1,302
	0,656
	1,016

	2001
	1,249
	0,681
	1,012

	2002
	1,175
	0,735
	1,005

	2003
	1,193
	0,763
	1,035

	2004
	1,207
	0,852
	1,083

	2005
	1,223
	1,057
	1,170

	2006
	1,229
	1,060
	1,180

	2007
	1,268
	0,953
	1,178

	2008
	1,266
	0,873
	1,154


Table 3 (Based on own calculations)

5.7.1 Buma NDRAT Ratio

During 1998-2008 the NDRAT ratio increased 0, 89 percent, from 1, 26 in 1998 to 1, and 27 in 2008. Accordingly this means that Buma became a little bit more efficient over these years. Looking at the graphs, the NDRAT ratio increased from 1998- 2000 and decreased from 2000-2002. In the following years Buma slowly recovered. What happened in 1997, Buma probably got affected by the use of the internet, but I was not able to actual find evidence for that in this study. In 2002 the recovery is started, which ends in a little increase in 2008. The average NDRAT ratio1, 24 during 1998-2008

5.7.2 Stemra NDRAT Ratio

In 1998 Stemra had a NDRAT ratio of 0, 61 and in 2008 a NDRAT ratio of 0, 87. There is a difference between Buma and Stemra, because Stemra had a slow increase during the years 1997-2003, after 2003 this increase became higher and higher and in 2005 it stopped. In 2006-2008 the NDRAT ratio decreased and Stemra became less efficient. Stemra had an overall increase of 44 percent during the years 1998-2008. However, there did happen something in 2005, this could indeed be that the European Commission was studying to remove the territorial restriction, but if that was the case, the NDRAT ratio should become more efficient after 2005, while the actual numbers show a decrease of the NDRAT ratio from 2005-2008. Therefore, Stemra did not become more efficient during this period and was not able to efficiently take care of its distribution activity.

5.7.3 Buma Stemra NDRAT Ratio

Buma Stemra had a NDRAT of 0, 96 in 1998, which increased to 1, 16 in 2008. This is an increase of 20, 84 percent. The NDRAT ratio of Buma Stemra is fluctuating during 1998-2008, it increase and decrease almost every year. Buma Stemra became more efficient regarding their distributing activities from 1998-2008. However, for this study the period 2005-2008 is important. During these years there is even a small decrease, which would mean that the distribution activities are not affected by the study done by the European Commission.
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Graph 3(Based on own calculations)
5.7.4 Disadvantage NDRAT Ratio

The NDRAT Ratio also, incorporate cultural and social funds distributed from the amount of copyright collected. However, there are many more factors that could influence the amount collected, the amount spend on cultural social funds. This could be a disadvantage of the NDRAT Ratio. However, I was not able to study this extensively; this could be a point for further research. Especially, the effect on the distribution to cultural and social funds caused by the study of the European Commission. 

5.8 Average Productivity per Employee
Employees are important in an organization; they could be more or less efficient. Therefore, I also choose to measure the average productivity per employee [further: ‘COPE’]. The COPE ratio measures the collected sums per employee. The higher the COPE ratio, the more productive the employees are (Rochelandet, 2003: 185).

	COPE = 
	P

	
	E


Buma Stemra COPE Ratio 1998-2008
	Year
	Buma
	Stemra
	Total

	1998
	€ 285,95 
	€ 1.034,59 
	€ 429,56 

	1999
	€ 312,19 
	€ 1.274,95 
	€ 468,06 

	2000
	€ 323,39 
	€ 1.323,82 
	€ 485,88 

	2001
	€ 372,37 
	€ 1.138,23 
	€ 517,88 

	2002
	€ 441,74 
	€ 1.133,96 
	€ 578,36 

	2003
	€ 501,33 
	€ 1.213,41 
	€ 639,87 

	2004
	€ 562,71 
	€ 1.482,17 
	€ 718,85 

	2005
	€ 563,86 
	€ 1.194,23 
	€ 678,47 

	2006
	€ 602,30 
	€ 1.227,91 
	€ 705,68 

	2007
	€ 707,56 
	€ 1.371,64 
	€ 820,79 

	2008
	€ 869,45 
	€ 1.756,60 
	€ 991,31 


Table 5 (Based on own calculations)
5.8.1 Buma COPE Ratio
In 1998 Buma had 257 employees, this decreased to 180 employees in 2007. The COPE ratio of Buma grew from 285, 95 Euro per employee in 1998 to 869,45 Euro per employee in 2008, a 204,06 percent increase. This means that the employers of Buma became more productive over these last nine years and Buma collected more copyright royalties during 1998-2007. Probably these 157 employees performed the same amount of work or even more than the 257 employees in 1998, because of technological developments.The decrease of employees is also caused by changes in the organization. From 2005-2008 the increase became even more skew (according to the graph), this could mean that the study of the European Commission could have had an affect on the efficiency of the employees of Buma. In the Annual Reports they indeed mentioned moving their back office. Therefore, therefore the work could be done by less employees. However, keep in mind that other factors could also influence the productivity of the employees, such as internal organisation etc.

5.8.2 Stemra COPE Ratio

According to the my data, the employees of Stemra were more productive than the employees of Buma in the period 1998-2008. The number of employees fluctuates strongly during this period, in 1998 there were 61 employees and in 2007 there were 41 left. The data shows an increase between from 1034,59 Euro per employee in 1998 to 1482,17 Euro per employee in 2004 and a decrease to 1194,23 Euro per employee in 2005. From 2005-2008 there is an increase again in the productivity of the employees, during 1998-2008 there is an overall 69,78 percent increase. It does not seem that the productivity of the employees is affected by the fluctuating numbers of employees. There remains a grow of collecting sum per employee, especially after 2005. Which could indicate that the study of the European Commission could have had an impact on the productivity of the employees of Stemra.

5.8.3 Buma Stemra COPE Ratio

During the period 1998-2007 the employees of Buma Stemra together became more productive from 429,56 Euro per employee in 1998 to 991,31 Euro per employee in 2008, this a 130,77 percent increase in these last ten years and an average productivity of 639,52 Euro per employee. The amount of employees decreased and the amount of copyright royalties Buma Stemra collected increased. Therefore, the productivity of the employees grew. It does not seem there is a decrease or increase round the period of 2005. Therefore, the study of the European Commission did not have affect on the productivity of the organisation in total. 
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Graph 4 (Based on own calculations)
5.8.4 Disadvantage COPE Ratio

There are two problems with measuring the COPE. First it is difficult to infer systematically a greater efficiency from an increase of this ratio and vice versa. The collected sums could decrease more slowly than the number of employees that means a lesser quality of the services from one time to another (Rochelandet, 2003: 185).

5.9 Distribution per Employee
The Distribution per Employee ratio [further: ‘DIPE’] measures the distributions per employee. The higher this DIPE ratio the more productive the employees are and the more efficient the employees are (Rochelandet, 2003: 185).

	DIPE = 
	R

	
	E


Buma Stemra DIPE Ratio 1998-2008

	Year
	Buma
	Stemra
	Total

	1998
	€ 333,40 
	€ 627,02 
	€ 389,73 

	1999
	€ 369,99 
	€ 793,23 
	€ 438,51 

	2000
	€ 391,57 
	€ 868,77 
	€ 469,07 

	2001
	€ 430,73 
	€ 775,33 
	€ 496,20 

	2002
	€ 481,73 
	€ 809,48 
	€ 546,42 

	2003
	€ 550,91 
	€ 926,19 
	€ 623,92 

	2004
	€ 628,79 
	€ 1.263,03 
	€ 736,49 

	2005
	€ 638,52 
	€ 1.262,55 
	€ 751,98 

	2006
	€ 686,77 
	€ 1.301,73 
	€ 788,39 

	2007
	€ 830,88 
	€ 1.307,79 
	€ 912,20 

	2008
	€ 955,23 
	€ 1.772,08 
	€ 1.067,43 


Table 6 (Based on own calculations)
5.9.1 Buma DIPE Ratio

According to the Annual reports from 1998-2007 both the employees of Buma became more productive, because the amount of revenue they distribute amongst their members increased and the amount of employees decreased. The DIPE ratio of Buma increase from 333, 40 Euro per employee in 1998 to 955, 23 Euro per employee in 2008. Buma had an increase of 186, 51 percent during 1998-2008. The amount of employees decreased, while the distributed revenue increased during these years. According to graph 5, the distribution per employee became more skew since 2005. This could mean that the study of the European Commission could have affected the amount Buma distributed per employee to their members.
5.9.2 Stemra DIPE Ratio
According to the Annual reports from 1998-2008 the employees of Stemra became more productive, because the amount of revenue they distribute amongst their members increased and the amount of employees decreased. Stemra had an increase, they started with a DIPE ratio of 627, 02 Euro per employee in 1998 to 1772, 08 Euro per employee in 2008. Stemra had an increase of 182, 62 percent during the years 1998-2008. Looking at the DIPE ratio from 2004-2007 is stable. From 2007-2008 it increases explosively, probably because there happened something in the organisation structure of Stemra. I was not able to see an impact of the study of the European Commission since 2005.

5.9.3 Buma Stemra DIPE Ratio

Buma Stemra also had an increase of DIPE Ratio from 389, 73 Euro per employee in 1998 to 1067, 43 Euro per employee in 2008, an overall increase of 167, 71 percent. From 2005 the increase of the DIPE ratio of Buma Stemra became more skew, this could be caused by the study of the European Commission, but there is no significant evidence, because other influences could have caused that increase to become more skew.
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Graph 5 (Based on own calculations)
5.9.4 Disadvantage DIPE Ratio 

There are the same two problems with measuring the DIPE ratio as measuring the COPE ratio. First it is difficult to infer systematically a greater efficiency from an increase of this ratio and vice versa. The collected sums could decrease more slowly than the number of employees that means a lesser quality of the services from one time to another (Rochelandet, 2003: 185).

5.10 Average Cost per Employee
The average cost per employee [further: ‘ACE’] is a counter-performance criterion, the higher the cost of an employee, the higher the ACE ratio is. The increase of this ACE ratio could mean a twofold; a higher quality of the service of the copyright collecting society or the need for more qualified lawyers, because the contracts are not efficient enough.

	ACE=
	C

	
	E

	Buma Stemra ACE Ratio 1998-2008 
	

	YEAR
	Buma
	Stemra
	Total

	1998
	 €    42,70 
	 €  140,53 
	 €    61,47 

	1999
	 €    41,07 
	 €  171,61 
	 €    62,21 

	2000
	 €    41,61 
	 €  167,60 
	 €    62,08 

	2001
	 €    46,96 
	 €  156,90 
	 €    67,85 

	2002
	 €    50,26 
	 €  155,57 
	 €    71,05 

	2003
	 €    60,09 
	 €  195,10 
	 €    86,36 

	2004
	 €    68,81 
	 €  217,85 
	 €    94,12 

	2005
	 €    70,15 
	 €  207,68 
	 €    95,15 

	2006
	 €    74,16 
	 €  244,76 
	 €  102,35 

	2007
	 €    80,14 
	 €  251,21 
	 €  109,31 

	2008
	 €    97,25 
	 €  379,31 
	 €  135,99 


Table 6 (Based on own calculations)
5.10.1 Buma ACE Ratio

During 1998-2007 the ACE ratio of Buma increased from 42,70 Euro per employee in 1998 to 97, 25 Euro per employee in 2008, this is an average increase of 127,75 percent. The average cost per employee for Buma during these last ten years has been 61,20 Euro per employee. The increase in ACE ratio could mean that the cost of an employee became higher during this period. The amount of cost per employee increased and the number of employees decreased between 1998-2008. From 2005-2008 the increase of the cost became slightly more. This could be a negative affect on the efficiency of Buma. However, these costs could also involve investments. Through investments Buma could eventually be more efficient, but there is no prove of this efficiency yet.

5.10.2 Stemra ACE Ratio 

The ACE ratio of Stemra was already higher than Buma in 1998, but this also increased from 140,53 Euro per employee in 1998 to 379,31 Euro per employee in 2008, this is an increase of 169,91 percent on average the ACE ratio has been 208,01 Euro per employee during 1998-2008. The cost of an employee became higher in the period 1998-2008, the amount of cost per employee increase and the number of employees decreased between 1998-2008. Note that during 2007-2008 the increase of the ACE ratio became extensively, because the amount of employees decreased. The employees decreased due to changes in the organization of Stemra which could be caused by the study of the European Commission.

5.10.3 Buma Stemra ACE Ratio

The increase of both Buma and Stemra could mean two things, a higher quality of their service or the need for more lawyers. If we look at the developments during these years, probably there is a higher quality of their services, because both organizations have an increase in the copyright they collect and a down-fall of the employees. The ACE ratio of Buma Stemra grew from 61, 47 Euro per employee in 1998 to 135, 99 Euro in 2008, an increase of 121, 23 percent. An average increase of 86, 11 Euro per employee. There is no significantly change from 2005-2007. However, the increase grew more skew than before.
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Graph 6 (Based on own calculations)
5.10.4 Disadvantage of the ACE Ratio 

The ACE ratio could be problematic when comparing it to other copyright collecting societies, because the technical changes within these copyright collecting societies are not the same. The increase of this ratio could mean a higher quality of their services or a need for more lawyers, this is twofold and makes this ratio disadvantages. For comparing copyright collecting societies with the same repertoire the ACE ratio is more relevant (Rochelandet, 2003: 186). In this study we are not comparing several copyright collecting societies, therefore, the disadvantage of the ACE ratio is neglect able.

5.11 Collected sum per member, distribution per member and DEA method

Then there are also the following ratios, the collected sums per member [further: ‘COPM’] and the distribution per member [further: ‘DIPM’]. The higher these indicators, the more efficient the copyright collecting society is. I will not apply these ratios in my study, because I was not able to collect the data at Buma Stemra. That is why I only mention the ratio, but I will not use it.

It is difficult to explain this ratio between various copyright collecting societies. However, we are only looking the copyright collecting society Buma Stemra. There are basic problems with expressing all the above mentioned economic performance in separate single indicators, because it is impossible to aggregate and compare the single performance indicators with one single performance measurement. Secondly, it is difficult to establish a benchmark for comparing the performances of copyright collecting societies. To resolve these problems there is an alternative, the Data Envelopment Analysis [further: ‘DEA’]. Due to time limits and the use of one copyright collecting society, Buma Stemra, I will only use the first method and leave the DEA out of this study.

5.12 Distribution to cultural and social funds

In this paragraph I will go further with the distribution to cultural and social funds of the Dutch copyright collecting society Buma Stemra, it is mainly Buma who is distributing to these funds. There is even a special organizations initiated by Buma Stemra, Buma Cultuur. 

Buma distribution to Cultural and Social funds 1998-2008

	Year

	Buma
in Euros
	Buma inflation correction

in Euros

	1998
	6708,23
	6574,07

	1999
	7648,92
	7480,64

	2000
	7997,00
	7789,08

	2001
	8714,00
	8321,87

	2002
	9468,00
	9146,09

	2003
	9983,00
	9773,36

	2004
	10124,00
	10002,51

	2005
	10233,00
	10059,04

	2006
	10596,00
	10479,44

	2007
	11618,00
	11937,89

	2008
	12132,00
	11327,55


Table 7 (Based on own calculations)
There is an increase of revenue distributed to cultural and social funds. In 1998 Buma spend 6708, 23 Euros, while they spend 12123, 00 Euros in 2008. This is an increase of 75 percent, with the inflation correction this is an increase of 72 percent. It is important to compare this revenue to the collect sum of royalties, because in the Statutes of Buma it is stated that only ten percent of collected royalties can be spend to cultural and social funds. There is a light increase of funds distributed to cultural and social funds from 2005-2008. This can be affected by the study of the European Commission. However, this can also be cause by the increase of collected revenues for their members. According to the Statutes Buma is allowed to distribute ten percent of the collected revenues.

5.13 Conclusion
During the last past ten years, Buma Stemra increased most of the ratio mentioned in this chapter. Overall during 1998-2008 Buma Stemra became more efficient. In the graphs of GDRAT ratio, NDRAT ratio, COPE ratio, DIPE ratio and ACE ratio all show a change around 2004-2005. There are a few ratios which give a significant increase, such as COPE ratio, DIPE ratio and ACE ratio. This could mean that the copyright collecting society is affected by the research of the European Commission. However, the increase of the ACE ratio is not positive for the efficiency, because there is more cost per employee. Other ratios, such as OPTIC ratio and GDRAT ratio remained stable from 2005-2008 for both Buma and Stemra and did not seemed affected by the study of the European Commission. 

Therefore, the efficiency of Buma Stemra is affected, and we can see a change around 2005. All the ratios are not showing an increase in the efficiency after 2005, therefore we cannot conclude that the this is caused by the study of the European Commission, because then all the ratios must have shown an increase from 2005-2008. The study of the European Commission in 2005 has not positively affected the efficiency of Buma Stemra. 

However, since 2005 there is a small increase for the distribution of social and cultural funds by Buma. Therefore, we might conclude that the study of the European Commission about the future of the copyright collecting societies has affected Buma Stemra, because they distributed more to cultural and social funds. Note that there are other influences that might have caused that as well, because the amount of collected copyright increased as well and in their statutes it is stated that they have to distribute 10 percent of their total revenue to cultural funds.

Chapter 6 Conclusion
6.1 Introduction

Nowadays technical developments with internet are going rapidly in the last few years. Copyright collecting societies in Europe are also affected by this development; even the European Commission picked up on the technical development and wants to implement the principle of free market in the European Union. The European Commission came with recommendations on collective cross-border management of copyright and related rights for legitimate online music services (2005/737/EC). The last few chapters I explained the role of copyrights, copyrights collecting societies and the European Union. Here I will come to the conclusion of my study and make recommendations for future studies with copyright collecting societies.

6.2 Research question

In several countries copyright collecting societies are important for distributing, monitoring and regulating copyrights for music artists and music publishers. In this new digital era, with internet, music piracy, peer to peer networks and file sharing, the role of copyright collecting societies is changing. The focus of my study was being on copyright collecting societies in Europe and especially in the Netherlands, Buma Stemra. Nowadays even the European Commission got involved with their recommendations on online music services and the policy on cross-border management of these online music services in the European market. Therefore, I came up with several questions about copyright collecting societies. I was wondering if European corporation between copyright collecting societies could be improved by the decision of the European Commission to remove the territorial restrictions of copyright collecting societies in Europe for the online music market. I decided to research the impact of the recommendations of EC on the efficiency of Buma Stemra;

“Did copyright collecting societies in Europe, such as Buma Stemra became more efficient after 2005 when the European Commission studied the monopolistic position of copyright collecting societies in Europe and the probability to remove the territorial restrictions between copyright collecting societies on the online music services?”
6.3 Hypotheses

There is more to this study, than only the research question. To determine the research question further I came up with three hypotheses. These questions were important and were helping to determine and answer the research questions:

· Since the research of the European Commission in 2005 about the future of copyright collecting societies, this study has positively affected the efficiency of Buma Stemra;
· Since 2005 and the research of the European Commission, Buma Stemra has increased their development and implementation of online music services;
· Since 2005 and the research of the European Committee about the future of copyright collecting societies, Buma Stemra has distributed more to cultural and social funds.

6.4 Limitations
There are some limitations to this study that need to be considered while presenting the results. I only research the data from Buma Stemra accumulated in the period 1998-2008. The European Commission obtained their research in 2005. Therefore, I measured the efficiency before 2005 and after 2005. The period after 2005 is only three years; this period is too short to find an actual trend of efficiency for Buma Stemra. That is why it is only an estimate and I am not able to make assumptions for the future. Another limitation I need to keep in mind is European Commission has researched the cross-border efficiency of collective right management of online music services. Buma Stemra can face a lag, before any improvement may occur due to greater competitive pressure or when regulation fully may transpire through at the efficiency level of Buma Stemra. This could affect my study, because this would mean that I am not able to determine if Buma Stemra as copyright collecting society became more efficient due to rumours to remove territorial restrictions for copyright collecting societies.

6.5 Results and Conclusion 
In chapter 5 I discussed several ratios to test if Buma Stemra became more efficient during 2005-2008. Starting with the OPTIC ratio. Buma had an increase from 2005-2008 which could mean that Buma is attempting to become more efficient after the news of the European Commission. They had less cost for their business or more copyrights to distribute to their members. The OPTIC ratio for Stemra does not seem to be affected by the decision and the study of the European Commission to remove territorial restriction between European Copyright Collecting Society affected. In total the OPTIC ratio showed no evidence that the study of the European Commission affect the OPTIC ratio and the efficiency of Buma Stemra.

Secondly I researched the GDRAT ratio. For Buma the GDRAT showed no significant evidence that the study of the European Commission affected the GDRAT ratio of Buma. Stemra had an increase of 66, 50 percent during 1998-2008, with a decrease in 2007 to 0, and 95. Buma Stemra together became less efficient during 2005-2008 and therefore, there is no evidence that the study of the European Commission had impact on their GDRAT and their efficiency.
Thirdly, I researched the NDRAT. For Buma this ratio slightly increased from 2005-2008, but there was not a significantly increase. Therefore, the study of the European Commission did not have an impact on the NDRAT of Buma. Also Stemra did not become more efficient during this period and was not able to efficiently take care of its distribution activity. Buma Stemra in total became more efficient regarding their distributing activities from 1998-2008. However, for this study the period 2005-2008 is important. During these years there is even a small decrease, which would mean that the distribution activities are not affected by the study done by the European Commission.

Fourthly I researched the COPE ratio. There is an overall increase of COPE ratio for Buma. From 2005-2008 the increase became even more skew (according to the graph 5), this could mean that the study of the European Commission could have had an affect on the efficiency of the employees of Buma. In the Annual Reports they indeed mentioned moving their back office. Therefore, the work could be done by less employees. However, keep in mind that other factors could also influence the productivity of the employees, such as internal organisation. For Stemra it does not seem that the productivity of the employees is affected by the fluctuating numbers of employees. There remains a grow of collecting sum per employee, especially after 2005. This could indicate that the study of the European Commission could have had an impact on the productivity of the employees of Stemra. For Buma Stemra in total the productivity of the employees increased, but not from 2005-2008. Therefore, the study of the European Commission did not have affect on the productivity of the organisation in total.

The DIPE BUMA The amount of employees decreased, while the distributed revenue increased during these years. According to graph 5, the distribution per employee became more skew since 2005. This could mean that the study of the European Commission could have affected the amount Buma distributed per employee to their members.
The DIPE ratio is the fifth. The DIPE ratio of Buma increased a bit more from 2005-2008, but there is no significant evidence that this is caused by the study of the European Commission. The DIPE ratio of Stemra was stable from 2005-2007 and increased much by 2008. 
Concluding that the study of the European Commission does not have had an affect on Stemra. From 2005 the increase of the DIPE ratio of Buma Stemra became more skew, this could be caused by the study of the European Commission, but there is no significant evidence, because other influences could have caused that increase to become more skew.

The last ratio I measured was the ACE ratio. From 2005-2008 the increase of the cost for Buma became slightly more. This could be a negative affect on the efficiency of Buma. Therefore, the ACE ratio did not become more efficient since the study of the European Commission. The cost of an employee of Stemra became higher in the period 1998-2008, the amount of cost per employee increase and the number of employees decreased between 1998-2008. Note that during 2007-2008 the increase of the ACE ratio became extensively, because the amount of employees decreased. The employees decreased due to changes in the organization of Stemra which could be caused by the study of the European Commission. However, the cost increased therefore Stemra did not became more efficient. The ACE ratio for Buma Stemra did not change significantly from 2005-2008. However, the increase grew more skew than before, not enough to conclude that this would affect the efficiency.

There is an increase of revenue distributed to cultural and social funds from 1998-2008. There is a light increase of funds distributed to cultural and social funds from 2005-2008. This can be affected by the study of the European Commission. However, this can also be cause by the increase of collected revenues for their members. According to the Statutes Buma is allowed to distribute ten percent of the collected revenues.

Overall during1998-2008 Buma Stemra became more efficient. However, if we look at the ratios from 2005-2008 only few give a significantly increase, such as COPE ratio, DIPE ratio and ACE ratio. However, the increase of the ACE ratio is not positive for the efficiency, because there is more cost per employee. The OPTIC ratio and GDRAT ratio remained stable from 2005-2008 for both Buma and Stemra and did not seemed affected by the study of the European Commission. 

To answer the first hypothesis; since the research of the European Commission in 2005 about the cross-border management of online music services of copyright collecting societies, this study has positively affected the efficiency of Buma Stemra. The efficiency of Buma Stemra is affected, because we can see a change around 2004-2005 of the efficiency. However, not all ratios show an increase of efficiency. Also taking in account the limitations, that it would probably take a longer time to view an efficiency change affected by the recommendations of the European Commission. There is a need for future research to explore if there is a trend in becoming more efficient.. 

The second hypothesis; since 2005 and the research of the European Commission, Buma Stemra has increased their development and implementation of online music services. Buma Stemra is improving the implementation of online music services to keep up to date with the changes which are also caused by the European Commission.

The third hypothesis; Since 2005 and the research of the European Committee about the future of copyright collecting societies, Buma Stemra has distributed more to cultural and social funds? Since 2005 there is a small increase for the distribution of social and cultural funds by Buma. Therefore, we might conclude that the study of the European Commission affected Buma Stemra, because they distributed more to cultural and social funds. Note that there are other influences that might have caused that as well, because the amount of collected copyright increased as well and in their statutes it is stated that they have to distribute 10 percent of their total revenue to cultural funds. 

An overall conclusion is that Buma Stemra became more efficient during the period 1998-2008, even though not all the ratio show an increase after 2005.
6.6 Recommendations for future research

There are many possibilities to study copyright collecting societies. I only research the proposed impact of the study by the European Commission on the efficiency of the Dutch copyright collecting society, Buma Stemra. However, this impact study could be much broader for several copyright collecting societies in Europe. Then it would be possible to make a comparison between the differences and the compliances between these countries. Which areas did one organisation became more efficient than the other. The study can even be broader and could even be looked into the future by. This was too difficult for this study. 

Another recommendation for future research is to investigate the distribution to cultural and social funds, does this remain in one territory or do copyright collecting societies also support other European social or cultural funds?
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� HR 5 january 1991, NJ 1991,608, Van Dale/Romme. 


� European commission, ‘completing the Internal Market: White Paper from the Commission to the European Council. Milan 28-29 June 1985. COM(85). This spelled out a legislative program for the completion of the internal market and harmonizing measurements across Europe.
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