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Mr Derek Wyatt MP

Chairman

All Party Internet Group

APIG Secretariat
23 Palace Street
London  SW1E 5HW

19th December 2005

Dear Mr Wyatt,

Re: Inquiry into Digital Rights Management
As Chairman and CEO of AIM, which you would know is the trade body established by and for the UK independent record labels to represent the independent record sector, I am writing to you to welcome and support the APIG Inquiry into Digital Rights Management. 

I note that you are asking for submissions before December 21st, and I am therefore setting out the overall AIM view of DRM very succinctly in this letter. Although our input is intentionally very short, I must stress that the Board and Members of AIM feel strongly about this issue and are keen that this view should be taken into account in the Inquiry.

In the digital age a wide range of intellectual property is consumed via an ever growing number of digital distribution channels. This is the result of unstoppable market pressures and will inevitably continue at an increasing rate. This is especially so with reference to those cultural productions which are already largely consumed digitally and inevitably will soon be primarily consumed digitally. The recorded music sector is one area of IP creation in which the digital consumption of cultural products is already a significant aspect of the cultural marketplace.

Such a change will inevitably have an impact on the general economy of copyright. And the means of recorded music consumption will force a change away from the traditional business model of asset ownership and retail sale initiated by the rights owner (“top down” model), and towards a user-led and consumption-based (“bottom up”) business model: a new transaction where the music user should pay for the use of copyright as part of the act of consumption.

In this context it should be noted that the nature of the independent music sector engenders a different view of Digital Rights Management to that which is apparently taken (and increasingly used as a business model) by the major record companies and other IP-based sectors.    

Independents know and state firmly that DRM Systems cannot and will not offer a complete answer to doing IP business via the internet.  DRM is proving a useful and competent tool for tracking music use and sales via downloads, but it is not - and we believe cannot be - a “policing” system.  Independent music companies are primarily artist-orientated and want to give their artists every possible opportunity to reach national and international markets: using rather than refusing new technologies; encouraging broad and niche consumer access to new music; avoiding a punitive approach to copyright enforcement and realising that loss of some measure of copyright control is a factor in reaching new and enthusiastic music markets around the world - and believing that there can be a fresh approach to all these factors. 

We want to explore and propose a new business model and means of compensation. We want to liberalise the process for the consumer while taking responsibility for the “metering” and for subsequent self-regulated allocation of income to the creators and copyright holders. 
Although not directly relevant to your Inquiry, and at this point not yet available, fresh research has been commissioned by AIM into this whole area, and will publish a full paper on this subject in early 2006. The limited usefulness of DRM will be a part of this report.

In closing I will offer a little more information about AIM. It was founded by the independent music sector in 1998, and accounts for about 20% of the UK market with 2004 sales worth nearly £1/2 billion from mainstream retail alone. 

AIM is recognised as the legitimate voice of the British independent music industry, with 900 members from the smallest start-ups to the largest and most respected independents in the world. This sector’s recording artists have claimed the Mercury Music Prize for three years running and earned two thirds of nominations in 2005. This cutting edge sector also scooped the third highest number of 2005 Brit Awards nominations and came behind only Universal in terms of wins, with indie signed Franz Ferdinand grabbing the Brit for "Best British Group" closely followed by the Ivor Novello Award for Best Contemporary Song.

AIM promotes this exciting and diverse sector globally, leveraging the sector’s collective power as a “fifth major company” to enable its members to grow, grasp new opportunities and break into new markets.  
Through its new media arm, AIM Digital, AIM has agreed collective licensing deals with Sony Connect, Yahoo, Musicnet, eMusic, Karma Download, Tunetribe and others, and remains the only organisation to have deals with both old and new versions of Napster.

AIM plays a very active and committed role in the Music Business Forum and other all-industry initiatives.

We look forward to the findings of the APIG DRM Inquiry with great interest.

Yours Sincerely,
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Alison Wenham 

Chairman and Chief Executive

c.c. Joint Vice Chairmen: Nick Palmer MP and Charles Hendry MP.
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