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1. Overview

This report (‘the Report’) is the companion piece to NSW Creative Industry Insights. It
provides the detailed economic fundamentals for the creative industry and for each of
its sectors.

1.1. Data

The creative industry is not well served by comparable and comprehensive data. In
developing this evidence base it has been necessary to utilise a range of data sources
and also to make a number of assumptions to ensure that the data presented aligns as
closely as possible with the Report’s definition of the creative industry (Section 2).
Furthermore, with data from different sources, it is often not possible to make
meaningful comparisons across sectors within the creative industry. (A statistical
overview of the industry, drawing on the data that is comparable across the sectors and
sub-sectors, is presented in Section 3).

The data presented in this paper falls into two main categories:

1. Overall economic characteristics of the sector or sub-sector, covering:
a. Revenue and exports’;
b. Number and size of businesses?; and
c. Employment and incomes?®.

Australian and NSW data exists for all of the above indicators in most sectors and sub-
sectors (besides exports where there is no NSW data) although, again, coverage and
frequency varies.

2. Sector or sub-sector specific data from various sources.*

The report is based on data available up to 20 June 2008. The
Project Team has endeavoured to include the most up-to-date
data available. In the interests of ensuring the most up-to-
date evidence base is used to guide government policy, it is
intended that the evidence base underpinning this report will
be updated on a regular basis.

! The revenue figures are principally sourced from various IBISWorld publications and the PricewaterhouseCoopers publication -
Australian Media and Entertainment Outlook 2007-2011. The export figures are from various IBISWorld publications.

2 pustralian Bureau of Statistics (2007) Counts of Australian Businesses, including Entries and Exits, Jun 2003 to Jun 2006 Cat. No.
8165.0

3 These data are sourced from the ARC Centre of Excellence for Creative Industries and Innovation (CCi) and based on ABS
Census Data for 1996, 2001and 2006. The employment data will likely underestimate the number of people employed as it only
captures people who nominate a creative industry occupation as their main job. Thus, people employed in the creative industry as
their secondary job or as a hobby will not be captured (even if they receive some income for their work).

“These sources include specific ABS publications and industry organisations.
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2. The creative industry

This Report defines the creative industry as follows: those industries which have their
origin in individual creativity, skill and talent and that have a potential for wealth and
job creation through the generation and exploitation of intellectual property.®> This
report breaks down the creative industry into the following sectors:®

Advertising
Architecture
Design

Visual Arts
Music
Performing Arts
Publishing

Film

Television
Radio
Electronic Games

This diverse group of sectors are all consistent with the above definition — individual
creativity, skill, and talent is pervasive in the development of their products; and all
sectors create wealth and jobs through the generation and exploitation of intellectual
property. The increasing influence of digital technologies is also common to all sectors.

The sectors include a variety of components, some of which are not ‘creative’ in nature.
In classifying what parts of the sector are included in this study, the value chain
methodology proposed by the CCi, adopting only ‘core’ creative functions, has been
used. This includes:

1. Pre-creation (such as art galleries and museums): this comprises both preservation
and access that act as inputs into the creative industry (in the form of stimulation and
research and development) and post consumption that effectively acts as outputs of
creative products (such as display); and

2. Creation: this includes the originating artistic creation — such as writing, music
composition, painting; the performance related activities — such as live theatre; and
the recording stage (including digital).

Specifically excluded, however, are those downstream stages that are not a direct
measure of ‘creative capacity’. This includes such things as manufacturing,
wholesaling, distribution, retailing, and second hand sales. For example, while the
production of a film is included in the report’s indicators, the production of the
‘infrastructure’ used to view the film, e.g. a television, is excluded.

® UK Department of Culture, Media and Sport.
6 This breakdown is in accordance with the definition used by the ARC Centre of Excellence for Creative industry and Innovation
(CCi).
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3. Statistical snapshot of the creative industry in
NSW

Comparable cross-country data on the size of the creative industry is extremely
limited. The creative industry share of gross domestic product (GDP) is the only
variable for which comparable cross-country data can be presented and there is only
one data point (Table 1).” Excluding the UK, the creative industry share of GDP in
Australia, 3.1 per cent, is around the average of Canada, France, and the US.

Table 1 - OECD estimates of cultural/creative industry contributions to five countries GDP/GVA

Australia 1998-99 GDP 3.1%
Canada 2002 GDP 3.5%
France 2003 GVA 2.8%
UK 2003 GVA 5.8%
us 2002 GVA 3.3%
Source: Gordon and Beilby-Orrin (2007) Internationalol\/llzegalsu:)engznt of the Economic and Social Importance of Culture,

3.1. Key themes

The creative industry is a significant component of NSW’s economy, employing over
5 per cent of the workforce.® Further, over the 10 years to 2006, employment in the
creative industry increased by 28 per cent, against 13.5 per cent for all industries.

NSW is home to a disproportionately large share of the creative industry in Australia,
with 37 per cent of total creative industry employment and 39 per cent of all creative
industry businesses (against 32 per cent of Australian GDP, 32 per cent of Australia’s
workforce and 34 per cent of Australia’s population). NSW retained this dominant
position from 1996 to 2006, with NSW’s share of creative employment declining
marginally (one per cent).

Within NSW, Sydney has a disproportionate share of creative industry employment
—in 2006, 82 per cent of those employed in the creative industry lived in metropolitan
Sydney, against 71 per cent of total employment. Within Sydney, creative industry
concentration is highest in Inner Sydney, Lower Northern Sydney, and the Eastern
Suburbs.

There is considerable dispersion of mean income across the creative industry,
although the average yearly income in 2006 ($53,000 in NSW) was approximately 18
per cent above the mean income across all industries.

’ Time series data is not available across countries or for Australia.

8 This is the number of people employed in creative industry occupations, in creative industry businesses (known as specialist
employees) and also the people employed in a creative industry occupation in non-creative industry businesses (e.g. a designer
working at a mining company; known as embedded employees) . This data was specifically calculated for this project by the CCi
using ABS Census data.
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The size distribution of businesses in the creative industry is similar to other
industries, although there are important differences across sectors. In June 2006, 95
per cent of all businesses in the creative industry had less than 20 employees, and
around 60 per cent of all creative businesses were non-employing businesses (against
96 per cent and 59 per cent respectively in all industries). Entry and exit rates for
creative industry businesses are slightly higher than average across all industries (1
per cent and 3 per cent higher respectively).

3.2. Employment

Direct employment in the creative industry in NSW is almost 150,000, which makes up
over 5 per of the state’s total employment. NSW has a disproportionate share of all
employment in the creative industry in Australia, with 37 per cent of all people
employed in the creative industry, against 32 per cent of overall employment.

In NSW in 2006, a total of $7.6 billion was earned through salaries and wages in the
creative industry, which accounted for 5.4 per cent of all earnings in the state.

Design is the largest sector in NSW employing 24 per cent of all people in the creative
industry, followed closely by publishing (Figure 1). Design, advertising and
architecture account for almost 75 per cent of all employment in the creative industry in
NSW.

Judged against its share of the national economy and population, NSW has:

a very high share of creative industry employment in television, film, music, and
advertising and marketing®

a roughly comparable share of employment in publishing, design, visual arts,
architecture, performing arts and radio; and

a much lower share of employment in electronic games.

NSW'’s overall share of employment in the creative industry declined marginally from
38 per cent in 1996 to 37 per cent in 2006. By sector, NSW’s share of total employment
has:*°

increased in television and film

remained roughly the same in music, advertising and marketing, publishing, and
performing arts; and

declined slightly in design, radio, architecture, and visual arts.

® Note the CCi data does not distinguish between advertising and marketing. For the purposes of this investigation, advertising and
marketing employment, income and density data will be combined.
101996 employment data is not available for electronic games
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Figure 1 - NSW creative industry employment by sector, 2006
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Source: CCi data based on ABS census data

3.2.1. Growth in employment

For the period 1996 to 2006 annual employment growth in the creative industry in NSW
was approximately double that of all industries (2.5 per cent and 1.3 per cent
respectively —

Figure 2). Note, however, that creative industry employment growth across Australia
was marginally higher than for NSW.

By sector, the strongest employment growth from 1996 to 2006 (both in NSW and
Australia) was in design, advertising and marketing, television, and architecture. NSW
employment grew more than the Australian rate in television and film, less in
architecture and design, and significantly less in visual arts and radio.

Page 10
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Figure 2 - Employment: annual growth rates 1996 to 2006
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Source: CCi data based on ABS census data

3.2.2. Type of employment - embedded and specialist*

A useful distinction in the creative industry is between ‘specialist’ and ‘embedded’
employees. A specialist is employed in a creative occupation in a business in the
creative industry - for example a graphic designer working in a graphic design
company. An embedded worker is employed in a creative occupation, but not in a
creative industry business — for example, a graphic designer working in-house for a
mining company.

In 2006, the creative workforce was almost equally split between specialist and
embedded workers (48 per cent and 52 per cent respectively, Figure 3), with a
moderate shift to embedded workers over the preceding decade. The sectors with the
biggest shift in distribution from specialist to embedded workers were television
(27 per cent shift), film (8 per cent shift), and music (8 per cent shift).!? The highest
proportion of specialist workers was in radio, film, and television and the highest
proportion of embedded workers in performing arts, advertising and marketing, and
visual and graphic arts.

1 Note other sections in this report include ‘support’ staff in the count of the number of employees. This section refers only to
embedded and specialist employees.

12 Note that the very small 1996 embedded figure for television should be interpreted with caution as classification difficulties with
the cross over between television, film, and performing arts may influence the figure.
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Figure 3 - Proportion of specialist and embedded creative workers in NSW by sector,
1996 and 2006
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3.2.3. Geographic distribution of employment

As described in Section 3.2.2, employment in the creative industry includes both
people working in creative businesses (for example a graphic designer working for a
graphic design business) and people working in occupations in non-creative
businesses (for example a graphic designer working in-house at a mining company).
By merging ABS data regarding people employed in the creative industry and creative
occupations (there is some, but not a full, overlap), the total creative employment at the
statistical division level can be estimated.

Employment in the creative sector in NSW is concentrated in Sydney (Figure 4).
Sydney is home to 82 per cent of all employees in the creative industry, somewhat
larger than its share of employees in all industries (71 per cent of employees). As such,
Sydney has the highest density of creative industry employment (i.e. the creative
industry workforce as a proportion of the total workforce) — in 2006 Sydney’s density
was 45 per cent higher than the second most dense region in NSW, Richmond-Tweed
(i.e. for every 1,000 people in the workforce, Sydney had 45 per cent more people
employed in the creative industry than Richmond-Tweed).
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Figure 4 - Creative sector employment: Geographic spread in NSW, 2006 (best estimate)
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From 1996 to 2006, creative employment growth in NSW increased by 28 per cent,
against a total employment increase of 13.5 per cent. Relative to all employment, above
average total growth was experienced in the Richmond-Tweed (64 per cent creative
industry, 23 per cent all industries), Illawarra (25 per cent creative industry, 16 per
cent all industries), Mid-North Coast (24 per cent creative industry, 19 per cent all
industries), and Hunter divisions (22 per cent creative industry, 16 per cent all
industries) (Figure 5). Hence, the divisions with the greatest number of people
employed in the creative industry had the strongest growth in creative industry
employment, besides Sydney where growth was the same as NSW overall.
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Figure 5 - Creative industry employment: Total growth by NSW statistical divisions,
1996 to 2006 (best estimate)
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Source: Estimates based on CCi / ABS census data

3.3. Mean income

Mean income in the creative industry in 2006 was approximately $53,000, compared to
$45,000 in all industries (18 per cent higher). Creative industry incomes in NSW are
10 per cent higher than creative industry incomes in Australia (twice the difference
between NSW and Australian incomes across all industries).

There is considerable dispersion of mean incomes across the creative industry (Figure
6), with mean income in the highest paying sector (television) around 75 per cent
higher than mean income in the lowest paying sector (music). At the same time,
however, real annual income growth over the past decade across the sectors in both
NSW and Australia has been remarkably similar, with a range for NSW from 1.1 per
cent (in television) to 2 per cent (in publishing). Mean income is higher in NSW than
Australia across all sectors in the creative industry, with the largest difference in visual
arts (12.1 per cent) and the smallest in architecture (3.9 per cent).
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Figure 6 - Mean income: NSW and Australia (2006)
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Source: CCi data based on ABS Census data

3.4. Businesses

There are over 27,000 businesses in the creative industry in NSW, making up 4 per
cent of all businesses. Akin to employment, a disproportionately high share of NSW
businesses are in the creative industry — 39 per cent of all creative industry businesses
are located in NSW, in comparison NSW is home to 34 per cent of all businesses (in all
industries) in Australia.

The sector with the largest number of businesses is design and visual arts, which is
comprised of many sole traders / individual artists, while the sector with the smallest
number of businesses is games and interactive content. NSW has a particularly large
share of the businesses in film and video production, television services'®, and
performing arts.

13 Note television services refers to businesses mainly engaged in television broadcasting (not production-only businesses)
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Figure 7 - Number of creative industry businesses in NSW, July 2007
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From 2003 to 2007 there was a slight annual decline in the number of creative industry
businesses in NSW, while there was a moderate annual increase in the number of
businesses across all industries (Figure 8). In NSW, the strongest growth was in
advertising services, while there was a significant decline in the number of TV services
and performing arts businesses.

Figure 8 - Annual growth in number of businesses by sector, 2003-04 to 2006-07
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3.4.1. Entry and exit rates

The creative industry has a slightly higher business entry rate than all industries
(Figure 9). In NSW, the sectors with the highest entry rates are advertising, music and
TV services, with architecture and publishing having the lowest entry rates. NSW has
considerably higher entry rates than Australia in advertising and publishing, but
considerably lower entry rates in radio and film and video production.

Figure 9 - Annual entry rate by sector, average for 2003-04 to 2006-07
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The creative industry has a slightly higher exit rate relative to the average for all
industries (Figure 10). This is likely due to creative industry businesses forming around
one-off (or contained) projects. A typical pattern is for businesses to wind up when
projects are completed, with new businesses created for new projects, often with
continuity of personnel.

Across the creative industry, NSW has a slightly higher exit rate than Australia overall,
and a considerably lower exit rate in film and video production, performing arts, and
radio.

Considering the entry and exit rates together, the creative industry as a whole
experiences greater ‘churn’ than all industries. Publishing and architecture are the
most stable sectors (low exit and entry rates and minimal growth), and music and
advertising are the least stable (high entry and exit rates, although there has also been
considerable growth in the number of advertising businesses, 2.2 per cent per annum).
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Figure 10 - Annual exit rate by sector, average for 2003-04 to 2006-07
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3.4.2. Size of businesses

Similar to the rest of the economy, the majority of businesses in the creative industry
are small, typically non-employing businesses (Figure 11 and Figure 12). Music, visual
arts, performing arts, and television services have the highest proportion of non-
employing businesses (Table 2).1* Radio and television have the highest proportion of
large (200+ employee) businesses, though such businesses are still a very small
percentage of the overall number of businesses (1.9 per cent for each).

Figure 11 - Creative industry: NSW business size Figure 12 - All industries: NSW business size
(June 2006) (June 2006)
20-199 200+ employees, 20- 199 200+ employees,
employees, 787 105 businesses, employees, 27552 2016 businesses,
businesses, 3% 0.4% businesses, 4% 0.3%

1-19 employees,
9447 businesses,
36%

1-19 employees,
248642
businesses, 37%

Non-employing
business, 396484
businesses, 59%

Non-employing
business, 16007
businesses, 61%

Source: ABS Cat. No. 8165.0 Source: ABS Cat. No. 8165.0

14 The ABS defines non-employing businesses as those that do not pay income tax on behalf of employees.
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Table 2 - Businesses in NSW by number of employees, 2006

Advertising Services 52% 42% 5% 0.7%
Architectural Services 48% 50% 1.9% 0.1%
Visual Arts and Design 73% 26% 1.0% 0.1%
Film and Video Production 51% 44% 4.0% 1.2%
Radio Services 44% 3% 17% 1.9%
Television Services 61% 30% 7.7% 1.9%
Music 75% 23% 1.8% 0.3%
Performing arts 61% 33% 5.0% 1.2%
Publishing 48% 46% 5.8% 0.6%
Creative industry (weighted average) 61% 36% 3% 0.4%
@Ué{éﬁzgig\fﬂaq ) 59% 37% 4.1% 0.3%

Source: ABS Cat. 8165 — Business numbers by employees
Note: The yellow shading highlights the highest represented sectors in each business size category

3.4.3. Survival rates of small businesses

Businesses in the creative industry have a slightly lower survival rate than all industries
(Figure 13). Within the creative industry, around 50 per cent of non-employing
businesses survive longer than three years, compared with 56 per cent in all industries.
Small businesses with employees had significantly higher survival rates in the three
year period (71 per cent for the creative industry and 74 per cent for all industries).

Figure 13 - Survival rates of small businesses in NSW
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Source: ABS Cat. 8165, other ABS data provided on request
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3.5. Government funding

Direct and indirect government funding is an important income source for a number of
sectors in the creative industry. For example, government funding is critical in visual
arts (including museums and other publicly-funded -cultural institutions), and
performing arts (performing arts companies and venues).

3.5.1. Funding across different tiers of government®®

All tiers of government provide funding for the creative industry. The Federal
Government provides the largest share with an average of 43 per cent of expenditure
across Australia for the period 1999/00 — 2005/06 (Table 3).'° Federal expenditure has
also recorded the largest increase in recent years. The share for state and territory
governments has stayed relatively constant at around 34 per cent, with the share for
local governments falling slightly over the period to 23 per cent.’

Table 3 - Real Government funding for the creative industry ($m)

1,522 1,642 1,783 1,796 1,777 1,755 1,795

1,276 1,134 1,405 1,361 1,340 1,345 1,423 1.6%
938 969 977 1,165 1,034 939 973 0.5%

3,736 3,745 4,165 4,322 4,152 4,040 4,190 1.7%

Sources: Cultural Funding in Australia: Three Tiers of Government 2005-06 (NCCRS);
Cultural funding by Government 2000-01 (ABS) Cat. 4183.0
Note: Real funding is calculated using the GDP deflator

3.5.2. State government expenditure

The proportion of total state government expenditure on the creative industry is a
useful way of assessing expenditure across state governments (Figure 14).% All
mainland state governments devote a roughly similar share of their total budgets to the
creative industry (between 1 and 1.5 per cent). While Queensland Government
expenditure has increased significantly in recent years, this has brought Queensland
into line with the other mainland states.

15 Note all figures quoted in this report refer to direct funding. The support provided by indirect government funding is potentially
a fruitful area for further research.

18 The expenditure covers literature and print media, performing arts, visual arts and crafts, broadcasting and film, community
cultural centres and activities, administration of culture, education, and major multi-arts festivals.

7 The Federal Government also provides support for exporting through the Export Market Development Grant scheme
administered by the Australian Trade Commission (although this program is available across all industries). Further information on
the scheme is available at: http://www. rade.gov. fault.aspx?FolderlD=1356. The support provided by this mechanism is
not captured in these figures.

18 This measure abstracts from inherent differences between states that makes a straight comparison of total expenditure or
expenditure per person problematic. For instance, while more populous states like NSW spend more than less populous states,
they are also likely to spend less per capita due to the economies in providing funding for particular institutions or activities.


http://www.austrade.gov.au/default.aspx?FolderID=1356
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Figure 14 - Creative Industry Expenditure as Proportion of Total State Government Expenditure

2.0% 2.0%
— New South Wales ~ — Victoria
—— Queensland —— South Australia
— Western Australia —— Tasmania
1.5% 1.5%
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Sources: Cultural Funding in Australia: Three Tiers of Government 2005-06 (NCCRS) p. 21; ABS Cultural Funding by
Government 2000-01, Cat. No. 4183.0; ABS Government Finance Statistics, Australia, 2006-07, Cat. No. 5512.0, Table 1 for
each State (Total GFS Expenses)

While all state governments devote a roughly similar share of their total expenditure to
the creative industry, there are important differences in where states direct that
expenditure. Expenditure on ‘institutions and venues’ is a substantial proportion of all
state governments’ expenditure on the creative industry, averaging between 73 and
83 per cent. However, NSW has traditionally spent more on ‘institutions and venues’
than other states. In NSW in 2005/06, 83 per cent of total creative industry government
expenditure was on ‘institutions and venues’ (Table 4 and Figure 15). In particular,
NSW spends a significantly greater proportion of its total expenditure on performing
arts venues (for example the Sydney Opera House).
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Table 4 - State government creative industry expenditure on institutions and venues

26% 26% 23% 4% 5% 6% 8% 4% 6%
($100m) [($111m) |($95m) ($15m) ($18m) ($17m) ($11m) ($12m) ($10m)
13% 12% 12% 25% 13% 18% 11% 33% 20%
($50m) ($49m) ($48m) ($89m) ($44m) ($55m) ($16m) ($92m) ($41m)
28% 28% 30% 19% 26% 23% 19% % 15%
($109m)  [($118m) |[($121m) |($65m) ($85m) ($70m) ($27m) ($19m) ($24m)
19% 19% 19% 25% 27% 26% 29% 36% 33%

($73m) ($79m) ($76m) ($86m) ($89m) ($81m) ($41m) ($102m) | ($61m)

86% 85% 83% 73% 72% 73% 67% 80% 74%
($331m) |($356m) | ($341m) [($254m) [($236m) | ($224m) |($94m) | ($225m) |($137m)

Source: Cultural Funding in Australia: Three Tiers of Government 2005-06 (NCCRS)
Figure 15 - NSW Government Expenditure on the Creative Industry 2005-06 ($m)

Community cultural
Other”, 4.5, 1% centres and activities,

42 1% Visual arts and cratfts,

3.3, 1%

Administration of culture,
7.5, 2% Literature and print

media, 1.4, 0%
Film and video, 10.6, 3%

Performing arts, 15.4,
4%

Other museums, 117.8,
27%

Archives, 15.6, 4%

Art museums, 48.6,
12%

Performing arts

Libraries, 78.5, 19% venues, 110.8, 26%

Notes: "Other" includes: Arts education ($0.9m); major multi-arts festivals ($1.3m); and Other arts n.e.c. ($2.4m)
Bold italic denotes 'institutions and venues' category
Source: Cultural Funding in Australia: Three Tiers of Government 2005-06 (NCCRS) p. 21

NSW’s higher expenditure on institutions and venues is, in part, due to it being the
oldest state, and thus home to more collections, artefacts, historic houses, and the like
than other states. However, in the context that all state governments present a roughly
similar proportion of total government expenditure on the creative industry,

19 Other museums are defined as the acquisition, collection management, conservation, interpretation, communication, and
exhibition of heritage objects and artefacts.
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this means that NSW has proportionally less to spend than other states in other

areas to support and encourage artists, businesses, and the broader development
of the industry.

The average state expenditure on the creative industry for purposes other than
institutions and venues ranges between 16 per cent for NSW to around 28 per cent for
Victoria (as a proportion of total expenditure on the creative industry). In dollar terms,
using the average for 2001-02 to 2005-06 this translates to $69m in NSW and $87m in
Victoria. Across all states, archives, the performing arts (excluding venues), and film

and video receive the majority of this residual funding.

Table 5 - State government creative industry expenditure excluding institutions and venues, as a
percentage of total expenditure on the creative industry

3.8% 3.7% 3.7% 2.9% 3% 3.8% 3.8% 2.9%

($14.8m) | ($15.6m) | ($17.9m) | ($12.9m) | ($9.4m) | ($9.2m) | ($5.3m) | ($8.1m) | ($6.4m)
3.9% 3.7% 4.1% 5.3% 6% 4.8% 10.7% 5.5% 8.4%
($14.9m) | ($15.4m) | ($16.7m) | ($18.5m) | ($19.7m) | ($15m) | ($15.1m) | ($15.3m) | ($14.4m)
2.1% 2.5% 2.5% 13% 11.6% 12.6% 7.7% 3.9% 5.7%
($8m) | ($10.6m) | ($10.3m) | ($45.1m) | ($38.1m) | ($38.9m) | ($10.9m) | ($11m) | ($9.8m)
1.6% 1.8% 2.3% 1.5% 2.3% 2.2% 2.71% 2.1% 2.9%
($6.1m) | ($7.5m) | ($9.3m) | ($5.1m) | ($7.6m) | ($6.6m) | ($3.8m) | ($5.9m) | ($5.1m)
1.4% 1.1% 1.9% 2.6% 2.1% 3.3% 1.7% 3.1% 1.6%
($5.5m) | ($4.5m) | ($7.9m) ($9m) | ($8.7m) | ($9.9m) | ($2.4m) | ($8.7m) | ($3.3m)
1.1% 1% 0.9% 0.8% 1.3% 1.1% 4.9% 0.8% 1.9%
($4.1m) | ($4.2m) | ($3.5m) | ($2.8m) | ($4.4m) | ($3.3m) | ($6.9m) | ($2.2m) | ($3.1m)
0.1% 0.8% 0.5% 0% 1% 0.2% 1.1% 1.4% 1.6%
($0.3m) | ($3.3m) | ($2.2m) ($0m) | ($3.3m) | ($3.3m) | ($1.6m) | ($3.8m) | ($2.8m)
0.2% 0.3% 0.3% 0.1% 0.2% 0.2% 0.4% 0.2% 0.3%
($0.9m) | ($1.4m) | ($1.2m) | ($0.4m) | ($0.6m) | ($0.6m) | ($0.5m) | ($0.5m) | ($0.6m)
14% 15% 16% 26% 28% 28% 33% 20% 26%
($54.6m) | ($62.5m) | ($69m) | ($93.8m) | ($91.8m) | ($86.8m) | ($46.5m) | ($55.5m) | ($45.5m)

Source: Cultural Funding in Australia: Three Tiers of Government 2005-06 (NCCRS)

The Cultural Grants Program of Arts NSW is included within the above figures. Table 6

provides the categories to which this fund is directed, indicating that visual arts and
craft and theatre receive the largest share of funding.

2 Fjlm and video covers funding for the production or post-production of films, videos or other media containing moving images. It
includes funding from ‘off budget agencies’, such as the Film and Television Office and Film Victoria, and other appropriations
from government. The ABS notes that for some ‘off budget’ agencies (but does not name which agencies specifically) only the
funding from annual appropriations is included. In 2005-06, appropriations made up 90 per cent of the NSW Film and Television
Office’s $10.2m budget and 82 per cent of Film Victoria’s $16.6m budget.
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Table 6 - NSW Government: Arts NSW Cultural Grants Program 2007

Visual Arts and Craft 4.2 22%
Theatre 29 15%
Capital Infrastructure 1.7 9%
Dance 1.0 5%
Music 1.6 8%
Museums 1.6 8%
Performing Arts Touring 1.0 5%
Literature and History 0.7 4%
Western Sydney Arts Strategy 18 9%
Community Cultural Development 2.7 14%
Total 19.5 100%

Source: Arts NSW 2007 Cultural Grants Approved by the Minister for the Arts
* The data notes that it is funding ‘in excess of’ the amount recorded.

3.6. Household expenditure on creative industry products

The only comprehensive data set on household consumption in the creative industry is
the 2002-03 ABS Household Expenditure Survey (HES).?* With continued technological
development leading to changes in consumption habits, the 2002-03 results may be
dated. However, an update to this publication is not available.

Table 7 provides an overview of household expenditure in the creative industry.
(Appendix A provides the more specific components in each category and also
outlines the assumptions made to derive the estimate.) The data suggests that just
under 3 per cent of total household expenditure in both NSW and Australia is on
creative industry products.?? Expenditure on publishing is by far the largest category
(with expenditure on books making up half of this category), followed by film and then
television (which is subscription TV fees).

2L The next edition of the HES is not due to be conducted until 2009-10 (the 1998-99 survey is not comparable with the 2003-04
survey as it does not include a number of categories included in the later survey). In recent years, the Household Incomes and
Labour Dynamics Survey has asked respondents for their expenditure in a number of areas but have not included any categories
pertinent to the creative industry.

22 Some international estimates suggest a much larger proportion of household expenditure is devoted to the creative industry, yet
such estimates also define the industry much more broadly than this report. For example, a 2006 NESTA report noted that in 2000-
01 18 per cent of UK household expenditure was on leisure goods and services, which is a much broader definition of the creative
industry than used in this report.
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Table 7 - Household Expenditure on Creative industry Products

Design 15 1.6 5.5% 6.0%
Visual Arts 14 14 5.1% 5.2%
Music 2.3 2.3 8.3% 9.0%
Performing Arts 1.4 0.9 5.1% 3.4%
Publishing 8.2 8.4 30.3% 32.6%
Film 5.1 5.2 18.8% 20.0%
Television 3.2 2.7 11.7% 10.4%
Software and Interactive Content 14 1.2 5.3% 4.5%
Other 2.7 2.3 9.9% 8.8%
Total Creative industry Expenditure 27.0 25.9

Total Household Expenditure 947.5 892.8

Creative industry Expenditure as a 2.8% 2.9%

Proportion of Total Household

Expenditure

Source: ABS Cat. No. 6535.0.55.001 Household Expenditure Survey, Australia: Detailed Expenditure Items, 2003-04, Table 5

Section 4 and the remainder of this Report go into specific detail on each of the 11
creative sectors.
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4. Advertising

4.1. Overview

Advertising is ubiquitous in a modern economy and new technologies have
significantly increased the number of channels available to advertisers. Advertising is
also the critical revenue source for much of the creative industry and the ability of parts
of the industry to embed advertising in their service offering will have a significant
bearing on their future prospects.

The most significant development in advertising in recent years has been the
extraordinary growth in the online market, which saw real annual growth of 50 per cent
from 2002 to 2006.% Expenditure in the more traditional advertising platforms, such as
newspapers and television, continues to increase in real terms, although their share of
the overall market has fallen. While traditional media’s share looks set to fall further, it
is expected to retain its dominant position in the market in the coming years.?*

There is a relatively small number of large dominant advertising companies (the seven
largest companies account for 48 per cent of revenue®) and consolidation among mid-
sized and large companies has been a feature of recent years. This has been driven by:
declining margins (from increased competition) leading companies to grow by
acquisition; and customers’ desire for a one-stop show for all advertising and
marketing services, from ideas creation, to content creation, to placement in media. At
the same time, there has also been considerable growth in the number of small firms,
with the increase in the number of advertising channels creating niche opportunities.

NSW dominates the advertising sector in Australia, accounting for 50 per cent of total
revenue.?® Sydney’s continued role as a national and regional headquarters for large
companies will determine whether NSW maintains such a large share of total revenue.
More generally, heightened competition and lower margins look set to remain. In
response, advertising companies will need to redevelop their business model to
ensure a monetary value is attached to their creative ideas and strategic thinking.

2 pricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 2007 - 2011, p. 10

2 pricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 2007 - 2011, p. 10

% |BISWorld (2008) Advertising Services in Australia: L7851, p. 22. The seven companies and their market share are: Clemenger
Group Limited (14.4 per cent), Communications Group Holdings Pty Limited (8.8 per cent), Singleton Ogilvy and Mather
(Holdings) Pty Limited (7.2 per cent), STW Communications Group Limited (5.58 per cent), DDB Worldwide Pty Limited (5.3 per
cent), Mitchell Communication Group Limited (4.8 per cent), and Adcorp Australia Limited (2.1 per cent).

% |BISWorld (2008) Advertising Services in Australia: L7851, p. 10.
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4.2. Economic fundamentals

4.2.1. Global size

PWC estimates that global advertising expenditure was around $611 billion in 2006,
with the size of the Australian industry $11 billion or around 1.7 per cent of the global
total (Table 8). Over the past five years growth in the Australian advertising market was
significantly larger than the global advertising market, with 4.3 per cent annual growth
against 1.4 per cent. In terms of the components, growth in subscription television and
the internet have been substantially larger in Australia.

The relative size of each component in Australia is broadly similar to the global sector
with the exceptions of television (with free-to-air and especially subscription television
smaller in Australia) and newspapers (which have around a 45 per cent larger share in
Australia).

Table 8 — Advertising: Real Australian and Global Expenditure - Historical ($Am)

Emﬁginmem 1% 0% 86 2,284 1% 0% 7.4% 8.4%
Free-to-air TV |  34% 37% 3,207 222,527 30% 36% 2.6% 1.8%
%‘jbsc"p“"” 1% 6% 212 48,780 2% 8% 29.8% 8.2%
Radio 9% 8% 925 43,020 9% % 4.3% -0.8%
Out-of-home 3% 5% 379 30,949 4% 5% 6.8% 2.2%
Newspapers 40% 28% 3,793 150,940 36% 25% 2.8% -0.9%
Magazines 10% 13% 1,050 70,499 10% 12% 4.5% 0.1%
Internet 2% 2% 1,001 41,972 9% % 52.3% 32.0%
Total 1% 0% 10653 | 610971 | 100% | 100% 4.3% 1.4%

Source: PWC (2007) Australian Entertainment and Media Outlook 2007 - 2011, p. 10
Note: Real Australian expenditure is calculated using the CPI and real global expenditure is calculated using the IMF's world inflation
series

4.2.2. Revenue

Revenue for firms that provide advertising services (as distinct from total expenditure
on advertising presented above) has trended higher over the past decade.?’” Over the
past decade, the industry has moved through three distinct cycles — strong growth
through to 1999-2000, a substantial contraction through to 2002-03; and then a

2" The data in this section is from the IBIS Report, Advertising Services in Australia: L7851. The coverage of the report is
‘establishments mainly engaged in providing advertising services (except sale of advertising space in their own publications or
broadcasts)’. The industry relates to agencies that assist clients in creating and placing advertising on TV, pay-TV, newspapers,
magazines, outdoors/billboards, and increasingly in areas such as the internet. Many larger agencies also offer "below the line"
services which include direct mail, PR, and other sales promotion activities. On this measure, Oceania, which would be dominated
by Australia, accounts for 0.4 per cent of global revenues (IBISWorld Global Advertising: L6731-GL, p. 11).
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reasonably strong recovery, although revenue has not yet returned to its peak in 1999-
2000 (Figure 16).The global industry experienced a similar growth pattern, although
with a smaller pick-up in the late 1990s and a more pronounced pick-up in recent
years, so that global revenue in 2007 was 5 per cent higher than the peak in 1999.%

NSW accounts for 50 per cent of the sector (Table 9), substantially higher than its share
of the national economy.

Figure 16 - Advertising: Real Australian revenue ($'000)
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Source: IBISWorld, Advertising Services in Australia: L7851.

Table 9 — Advertising: Revenue (2006-07)

NSW ($m) 874

Australia ($m) 1,734
NSW % Aust 50%
Compound Annual Growth 1.3%
Rate 1996-97 to 2006-07

Source: IBIS Advertising Services in Australia

A particular area of strength in the advertising market has been online advertising,
which increased seven-fold from 2002 to 2007 (Table 10). Online search and
directories is the dominant component of online advertising, representing 40 per cent
of the market in 2007, although growth across all segments has been rapid (with the
strong growth in classified advertisements, for example, reflecting a shift away from
classified advertising in newspapers).

There has been a steady increase in advertising exports over the past 5 years, with
average annual real growth of 6.2 per cent. However, exports remain only a small
share of total revenue (around 3 per cent) and are only around one-quarter of
imports.?®

28 1BISWorld Global Advertising: L6731-GL, p. 45.
2 1BISWorld (2008) Advertising Services in Australia: L7851, p. 4.
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Table 10 - Advertising: Real online advertising expenditure in Australia*

General Display 71 91 140 206 312 367 39%
Classifieds 69 97 144 219 308 357 39%
Search and Directories 52 77 139 234 411 622 65%
Total 192 265 424 659 | 1,031 | 1,346 48%

Source: PWC IAB Online Advertising Expenditure Report, 14 Feb 2008
* Real advertising expenditure calculated using consumer price information provided by the ABS

4.2.3. Number and size of businesses

There are a substantial number of advertising businesses in Australia and a
disproportionately high share in NSW (Table 11). The number of businesses in the
sector has also grown significantly in recent years. Interestingly, NSW’s share of
Australian revenue, 50 per cent, is significantly higher than its share of businesses,
39 per cent. This is most likely due to a higher proportion of national advertising

accounts being held by Sydney-based businesses.
The industry is dominated by non-employing and small businesses (Figure 17).%

Table 11 - Advertising: Number of business (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees

%0 However, on one measure, the industry is more concentrated in Australia than elsewhere. IBISWorld reports that firms in
Australia had the largest average market share in the world (Global Advertising: L6731-GL, p. 11).
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Figure 17 - Advertising: NSW businesses by size (June 2006)
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Source: ABS Cat. No. 8165.0

4.2.4. Employment and incomes®

There was solid employment growth in advertising over the decade to 2006, although
this growth was stronger in the latter part of the 1990s (Table 12). NSW has a
disproportionately large share of total Australian employment, with growth in
employment in NSW the same as Australia overall. From 1996 to 2001 incomes in NSW
grew at the same rate as Australia overall.

Table 12 - Advertising: Employment and income

25,047 60,426 4.8% 4.8% 3.1% 3.1%

$65,040 | $58,820 1.6% 1.5% 1.5% 1.5% 110% | 112% | 112%
Source: CCi based on ABS Census data

4.3. Government involvement

Advertising in the commercial media is a Federal Government responsibility, under
the jurisdiction of the Australian Communication and Media Authority. For commercial
television, content standards stipulate that Australian-produced advertisements must
account for at least 80 per cent of advertising time between 6am and midnight.3* The
NSW Government’s role in the advertising sector is limited to its role as an advertiser.
In 2007, the NSW Government was Australia’s seventh largest advertiser, spending
$95m or 15 per cent of total advertising revenue (the Commonwealth Government
spent $220m). This also has a direct impact on the revenue of newspapers in the
publishing sector.

%1 The data presented in this section is for advertising and marketing. It has not been possible to source data solely for advertising.
%2 see http://www.acma.gov. EB/STANDARD/pc=PC_91808 for more details.


http://www.acma.gov.au/WEB/STANDARD/pc=PC_91808
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5. Architecture

5.1. Overview

Architectural services include businesses providing planning and design services for
residential, institutional, commercial and industrial buildings and structures. Typically,
a client engages an architect across three phases: design — producing detailed
drawings, selecting materials, etc. and costing; contract documentation — producing
technical drawings and specifications to obtain a building permit, invite tenders, and
for use in construction; and contract administration - administering the building
contract, including advice on suitable contracts and tender process to select a builder
to supervise the building works. The architect then liaises with the builder to assess
quality of work at key stages and ensure that contract and specifications are complied
with. The built work is then certified by a local council according to regulation.
Increasingly, clients are involved as equal partners in decisions on their living and
working environments.

Architects rely heavily on a range of other sectors in the creative industry, from
graphic designers to furniture and interior designers. Technologies such as computer-
aided design and drafting (CAD) and 3D modelling using virtual reality technology
have increased efficiency, but investment costs are relatively high. Sustainability of
buildings is becoming an increasingly important component of design, with the
building industry a major user of energy and materials that produce by-product
greenhouse gases.*

The NSW Architects Registration Board protects NSW consumers of architectural
services by administering the legislation regulating architects for the ‘public benefit’.
Registration certifies that an architect is a qualified, experienced professional bound
by the professional and ethical conduct requirements of the Architects Act (NSW) 2003.
In recent years there has been a trend to larger multi-disciplined businesses that can
better compete against multi-disciplined professional services such as construction
firms, and greater linkages between NSW, national, and global markets.

Views raised in workshops and interviews indicate that the sector has become
increasingly competitive in recent years. There is a strong perception in the sector that
government contracts focus too heavily on price and downplay the importance of good
design, and that government procurement is too risk averse impeding innovation.
There is also a view in the sector that government contracts place too much liability on
architects which detracts from innovation, as does the difficulty of architects in
retaining intellectual property and moral rights attribution of their work.

NSW’s share of the sector is slightly higher than its share of the national economic and
population.

33 An Australian Cost Curve for Greenhouse Gas Reduction. McKinsey and Company 2008.
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5.2. Economic fundamentals

5.2.1. Revenue®

Revenue growth in the architectural sector is closely tied to the economic cycle®® and
more specifically demand for various types of building and construction. Consistent
with the strong economic performance of the last decade, and periods of considerable
strength in the building sector, revenue growth in architectural services has grown
strongly, with real average annual growth of 4.4 per cent, and a stronger 6.6 per cent
from 2002-03 to 2006-07 (Figure 18 and Table 13). NSW accounts for 36 per cent of
national revenue from architectural services, slightly higher than its share of the
national economy.%®

Figure 18 - Architecture: Real revenue in Australian ($b)

14

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Source: IBISWorld, Architectural Services in Australia: L7821

%4 The data in this section is based on the IBIS Report Architectural Services in Australia: L7821. The report’s coverage ‘is
establishments primarily engaged in the provision of architectural services. This includes establishments providing planning and
designing services on residential, institutional, commercial, and industrial buildings and structures, through the application of
knowledge of design, construction procedures, zoning regulations, building codes, and alternative building materials. In addition
to the preparation of drawings and specifications, establishments in this industry also administer building contracts, and inspect
completed projects, and may also undertake to design building interiors and landscape architectural activities.

% Based on an above-average correlation coefficient between real industry revenue and Australian real GDP of 0.61

% During the course of the project it has not been possible to find data on the global size of the sector.
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Table 13 - Architecture: Revenue (2006-07)

NSW ($m) 882

Australia ($m) 2,450
NSW % Aust 36%
Compound Annual Growth 4.4%
Rate 1996-97 to 2006-07

Source: IBIS Advertising Services in Australia

The majority of revenue in architectural services is in the non-residential building
market, which accounts for around 60 per cent (Figure 19).*” This is made up of an
industrial component (offices, hotels, retail complexes) and an institutional component
(hospitals, aged-care facilities, and educational buildings). The traditional residential
housing market accounts for only 25 per cent, although the small scale multi-unit
residential market has experienced rapid growth recently.

Figure 19 - Architecture: Market segments and shares

Multi-Unit Residential
Building Market
(Apartments), 5%

Other Non-building
Markets, 10%

Commercial and
Industrial Building
Market, 35%

Traditional Single-unit
Housing Market, 25%

Institutional Building

Market, 25%
Source: IBISWorld, Architectural Services in Australia: L7821

Exports have grown strongly in recent years, with real annual growth of 7.5 per cent
from 2002-03 to 2006-07, although exports remain a very small share of total revenue
(2.1 per cent).*® Imports have grown incredibly strongly in recent years (18.9 per cent
real growth per annum), although exports remain around twice as large.

5.2.2. Number of businesses

The Australian architectural services market comprises a variety of businesses. In
addition to the traditional Australian-based business offering architectural services,
multi-disciplinary professional service companies with an ‘in-house’ architectural
design capacity are providing increasing competition, especially for large projects.

37 1BISWorld Architectural Services in Australia L7821, p. 6.
3 1BISWorld Architectural Services in Australia L7821, p. 4.
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The architectural services industry is populated mainly by a large number of small
businesses either non-employing, or with less than 20 employees (Figure 20). These
small businesses tend to operate in narrow regional markets, specialising in a
particular range of work. Of the 13,100 businesses in Australia (Table 14), only 2 per
cent have more than 20 employees and 0.1 per cent more than 200 employees.

NSW’s share of architectural services businesses in Australia, 35 per cent, is slightly
higher than its share of the national economy and population.

Figure 20 — Architecture: NSW business size (30 June 2006)

20 - 199 employees,
85 businesses, 2%

200+ employees, 4
businesses, 0.1%

Non-employing
business, 2157

1 - 19 employees, businesses, 48%

2247 businesses,
50%

Source: ABS Cat. No. 8165.0

Table 14 - Architecture: Number of businesses (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees

5.2.3. Employment and incomes

Consistent with strong revenue growth, architectural employment in NSW and
Australia has grown strongly over the past decade, at 3.1 per cent per year.
Employment growth in Australia has been higher than in NSW, especially in more
recent years. In 2006, mean income in NSW was slightly higher than the Australian
average.
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Table 15 - Architecture: employment and income

16,858 51,348 3.1% 3.8% 2.5%

$57,730 | $55,560 1.7% 1.7% 1.4% 1.7% 104% | 105% | 104%

Source: CCi based on ABS Census data

Currently there are 3,190 practicing architects registered with the NSW Architects
Registration Board, compared to an estimated 10,000 registered practicing architects
nationally. There are 1,100 architectural businesses listed with the NSW Architects
Registration Board.*

5.3. Government involvement

Architectural services in NSW face a moderate degree of regulation. The NSW
Architects Registration Board protects NSW consumers of architectural services by
administering the legislation regulating architects for the ‘public benefit’. Registration
certifies that an architect is a qualified, experienced professional bound by the
professional and ethical conduct requirements of the Architects Act (NSW) 2003. Similar
boards exist in other states. The Board also promotes architecture through
scholarships, grants, and prizes.

There has been a drive towards complete self regulation of architectural services,
however this has not yet materialised. For example, in 2000 the Productivity
Commission recommended that state registration of architects should cease as it is of
little community or consumer benefit.*°

The NSW Government plays a lead role in architectural design through government
procurement for public buildings and through public-private partnerships. The NSW
Government Architect performs an advocacy and advisory role to government and its
agencies. Local environmental planning regulations, particularly the development
approval process, also have an important impact on architectural businesses.

The holding of major events in New South Wales provides opportunities for the sector
to showcase its ability. For instance, the success of Australian architects in developing
iconic buildings for the Sydney Olympic Park Precinct has been an important catalyst
in enhancing the reputation of these firms in international markets. As an example,
PTW Architects were able to capitalise upon their Sydney success and joint
venture with Chinese architects and construction companies for the building of the
aquatic centre and athletes’ village for the 2008 Beijing Olympics. More broadly, the
Sydney Olympics in 2000 helped generate a new breed of Australian companies with
expertise in the planning and delivering of major international sporting events and
facilities, with the NSW Government promoting these capabilities through
organisations like the Sydney-Beijing Olympic Secretariat and a joint venture with the
Victorian Government, the Australian International Sporting Events Secretariat (AISES).

% Figure supplied by the Architects Accreditation Council of Australia.
40 productivity Commission (2000) Review of Legislation Regulating the Architectural Profession.
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6. Design

6.1. Overview

The Design Institute of Australia defines a designer as ‘a business professional who
develops solutions to commercial needs that require the balancing of technical,
commercial, human, and aesthetic requirements’.*! Accordingly, a designer is both a
technician and an artist who plans items for later manufacture or construction. With this
in mind, the design sector incorporates the following sub-sectors:

Industrial Design (including furniture, textile, fashion, jewellery, and exhibition and
display design)

Interior Design (including commercial and residential interior, exhibition and
display, and TV, film, and set design); and

Graphic Design (including web, animation, and printed textile design).*?

These three classifications aside, a large number of the ‘sub-sectors’, such as fashion
design, have become distinct specialisations in their own right.

The impact of the digital revolution has seen the scope of design (particularly graphic
design) expand to include web, multimedia, digital animation, and digital game
design. This expansion is reflected in a doubling of the workforce and revenue for the
graphic design sub-sector over the last decade.

In developing plans and products for other industries, the design sector stimulates
growth by aesthetically refining products, appliances and interfaces. There is evidence
that designed solutions to products have much higher probabilities of being useful and
successful, and companies employing design professionals in the development of their
products, environments, and businesses financially outperform companies that do
not.** Despite this, a lack of appreciation of the value of design by business and
consumers is widely perceived by the sector as one of the biggest barriers to growth
and innovation.

“l Design Institute of Australia. Available at www.dia.org.au.
“2 Design Institute of Australia. Available at www.dia.org.au.
“3 Robertson, D. ‘From crusade to profession: sixty years of Australian design’ 8 June 2007 (available at www.dia.org.au).


http://www.dia.org.au
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http://www.dia.org.au
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6.2. Economic fundamentals

6.2.1. Revenue

The breadth of the design sector, and a lack of data for each of the components, makes
it difficult to estimate the size of the sector — Figure 21 and Table 16* represent the
best estimate. Over the period the sector has expanded by 55 per cent, with
particularly rapid growth in recent years.* NSW’s share of the sector is broadly in line
with its share of the national economy and population.*®

Figure 21 - Design: Real Australian Revenue ($b)

2.5
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Sources: IBISWorld Jewellrey and Silver Manufacturing; IBISWorld Commerical Art and Display Services; and CCi based on
ABS Census data

Table 16 — Design: Revenue (2006-07)*

NSW ($m) 1,578
Australia ($m) 4,252
NSW % Aust 37%*
Compound Annual Growth

Rate 1996-07 to 2006-07 4.5%

Sources: I1BISWorld Jewellery and Silver Manufacturing; IBISWorld Commercial Art and Display Services; and CCi based on ABS
Census data * NSW's share is based on the figure for IBIS Report Commercial art and display services. IBIS does not report such a
figure for Jewellery

“In this sector, the relevant IBIS Reports only cover the graphic design and jewellery sub-sectors. As such, to construct an
estimate of the overall revenue of the sector it is necessary to estimate the revenue for the other sub-sectors. To do this, 2006
earnings in each sub-sector was used as a proxy to estimate the revenue of a sub-sector relative to graphic arts. As this ratio may
have changed over time, the value of revenue presented in the chart needs to be interpreted with caution.

% The slowdown earlier in the decade was largely a result of significant decline in jewellery that IBIS suggests reflected the
substantial increases in precious metal prices (p. 29). There was a more general slowdown in the non-jewellery components of the
sector in 2001-02.

%6 During the course of the project it has not been possible to find data on the global size of the sector.

47 Reliable or comprehensive export and import data in this sector is not available.
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6.2.2. Number and size of businesses

The ABS does not provide information specifically on the number of design businesses,
reporting a combined category of both design and visual arts. The best proxy to
estimate the number of design businesses is to consider the proportion of the number
of employees in design in NSW (34,280) relative to the number of employees in visual
arts (14,826). As there were a total of 9,459 design and visual art businesses at 30 June
2007, and appreciating the limitations of this measure, it is estimated that there are
6,621 design businesses in NSW (Table 17). The total number of businesses has
declined slightly since 2003.

Table 17 - Design: Number of businesses (30 June 2007)*

* The data presented in this table is an indicative estimate.

In the absence of specific data for design, Figure 22 presents data on the size of both
design and visual arts businesses. An overwhelming majority of businesses, 73 per
cent, are non-employing, with only 1 per cent of businesses employing more than
19 people.

Figure 22 - Design and Visual Arts: NSW business size (30 June 2006)

20 - 199 employees,

i 0,
90 businesses, 1% 200+ employees, 9

businesses, 0.1%

1 - 19 employees,
2345 businesses,
26%

Non-employing
business, 6585
businesses, 73%

Source: ABS Cat. No. 8165.0
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6.2.3. Employment and incomes

NSW accounts for 37 per cent of employment in Australia, with employees earning
slightly above the national average for this sector (Table 18). Since 1996, NSW’s overall
share of employment has declined marginally from 39 per cent to 37 per cent. Of
particular note is the number of graphic designers, which has doubled from 10,314 in
1996 to 20,540 in 2006, consistent with the strong revenue contribution from this sub-
sector (Table 19).

Table 18 — Design: Employment and income

34,280 93,240 5.6 6.1 43

$46,062 | $43,425 1.4 1.4 0.7 0.9 106 107 106
Source: CCi based on ABS Census data

Table 19 -Design: Employment and income breakdown by occupation

Graphic Designer 20,540 7.1% 45,854 3.5%
Jeweller 2,600 0.7% 33,322 3.3%
Industrial Design 1,350 3.8% 53,361 4.3%
Interior Design 4,080 5.5% 49,603 4.0%
Fashion Designer 2,622 2.6% 44,380 4.6%
Designers and lllustrators 2,974 6.4% 52,972 5.0%
Apprentice Jeweller 114 -6.7% 19,366 3.9%
Total / average 34,280 5.6% 45,220 4.0%

Source: CCi based on ABS Census data

1.1 Government involvement

The Federal Government provides direct financial support to visual arts and design
through grants from the Australian Council. In 2006-07, grants totalled more than
$16.8 million, and included grants to artists, residencies and touring, support for
galleri%:, and organisations, and strategic initiatives to build capacity across the
sector.

“8 pustralia Council (2007) Annual Report 2006-07, p. 28. The amount is not separately split into grants for the visual arts sector and
grants for the design sector.
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The NSW Government’s support for design includes the following measures:
Powerhouse Museum - $28,194,000 (recurrent funding)

Object, Australian Centre for Craft and Design - $650,000 (to raise awareness and
appreciation for craft design and creativity through exhibiting education programs,
publications, and retail activity)

Object, Australian Centre for Craft and Design - $35,000 (NSW emerging indigenous
curator’s program)

Ceramics Triennial NSW 2009 - $40,000 (online education resource for virtual
exhibitions and catalogues)

Arts Mid North Coast - $35,000; and
Design NSW Travelling Scholarship - $18,000.

Furthermore, the NSW Government’s events agency, Events NSW, supports events
such as Australian Fashion Week and the Sydney Design festival.

Page 40
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7. Visual Arts

7.1. Overview

The visual arts encompass painting, sculpture, photography, glass, ceramics, and
virtual visual arts. The sector (like the rest of the creative industry) is complemented by
established public cultural institutions. These institutions are subsidised by
governments and have been funded for their traditional role as custodians of valuable
collections of significant value to the whole of Australia — this is particularly true for
NSW where the core of Australia’s cultural heritage is located in Sydney, in institutions
such as the State Library, Art Gallery of NSW, and Powerhouse Museum.

In addition to their traditional role, public cultural institutions provide a vital link for the
entire creative industry (as well as inventors and scientists),*® both as an ‘input’ to the
broader creative process, and an ‘output’ for displaying the products of the creative
industry — particularly in the visual arts sector.

Digitisation has had a positive impact on the sector, opening up new markets such as
the 16-25 year old age group and increasing online display and sales. Moreover, the
increasing number of galleries and museums digitising their collections facilitates
greater public access and awareness. However, a key challenge in this space is the
cost of digitisation, including infrastructure and training, and in some parts of the
sector there is a lack of understanding of how to make the most out of the advantages of
digitisation. A further challenge to innovation and growth is the high costs associated
with taking an Australian art collection ‘on tour’ — particularly in the area of freight and
insurance.

NSW is home to 38 per cent of visual arts businesses. In the year 2000, there were 230
commercial art galleries in NSW.*°

“® Scientists have used museum resources in the development of products from adhesives to vaccines, see Holder, J. Publicly
Funded Culture and the Creative industry. Demos. June 2007.
%0 ABS Commercial Art Galleries 1999-2000 (Cat. No. 8651.0)
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7.2. Economic fundamentals

7.2.1. Revenue

Revenue from visual arts and crafts has increased marginally over the decade, while
revenue from photographic studios has declined sharply since peaking in 2003-04
(Figure 23).°! Revenue for museums has increased solidly over the period, with
government funding the key source.*

For museums, NSW accounts for 31 per cent of all revenue and 38 per cent excluding
the ACT, while for photographic studios, NSW accounts for 39.6 per cent of all revenue.

Figure 23 - Visual Arts: Real revenue in Australia ($m)

1,200 1,200
— Visual Arts & Crafts
~—— Museums
— Photographic Studios
1,000 1,000
£ 800 800 §
600 600
400 400
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
Sources: Visual Arts & Crafts is drawn from the IBIS Report Creative Arts in Australia: P9242; Museums is from the IBIS Report
Museums in Australia: P9220; and Photographic Studios from the IBIS Report Photographic Studios in Australia: Q9523.

7.2.2. Number and size of businesses

The ABS does not provide stand-alone information specifically on the number of visual
arts businesses, reporting a combined category of both visual arts and design. The
best proxy to estimate the number of visual arts businesses is the number of
employees in visual arts in NSW (14,826) against the number of employees in design
(28,850). Appreciating the limitations of this measure, it is estimated that there are
11,140 visual arts businesses in NSW (Table 20).

51 The Visual Arts and Crafts component is drawn from the IBISWorld Report Creative Arts in Australia: P9242. The definition of the
sector in this report is broader than of interest here, with visual arts and crafts comprising 61 per cent of the sector. In constructing
Figure 23 it has been implicitly assumed that this share is constant over time.

%2 1n 2003-04 government funding accounted for 68 per cent of total revenue for Australian museums (ABS (2005) Cat. No. 8560.0
Museums).
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Table 20 - Design and Visual Arts: Number of businesses (30 June 2007)

*The data presented in this table is an indicative estimate
Source: ABS Cat 8165 - Business Numbers by Employees

In the absence of specific data for design, Figure 24 presents data on the size of both
visual arts and design businesses. An overwhelming majority of businesses, 73 per
cent, are non-employing, with only 1 per cent of companies employing more than
19 people.

Figure 24 - Visual Arts and Design: NSW business size (30 June 2006)
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Source: ABS Cat. No. 8165.0

1.1.1 Employment and incomes

Employment in the visual arts sector has been slowly contracting in NSW, with the
stronger rate of decline experienced in recent years (Figure 22). NSW'’s share of
Australian employment fell marginally over the period — from 34 per cent in 1996 to
32 per cent in 2006. Mean income in NSW was approximately 10 per cent higher than
Australia overall in 2006 (Table 21). Employment fell over the 10 years to 2006 in 7 of
the 11 different occupations classifications able to be identified (Table 22).
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Table 21 - Visual arts: Employment and income

14,826 46,144 0.5 0.2 -15 0.7

$38,298 | $34,171 1.7 1.4 0.9 1.1 109 113 112
Source: CCi based on ABS Census data Government involvement

Table 22 - Visual arts: NSW breakdown of occupation

Photographer 5134 1.4% 39,460 3.8%
Avrtist 2,446 -2.2% 43,449 4.0%
Visual Arts and Crafts Professional 2,456 -1.1% 29,090 4.3%
Painter 1,508 -0.4% 31,644 4.8%
lllustrator 1,082 -0.9% 55,366 5.6%
Potter or Ceramic Artist 412 -10.0% 18,319 2.2%
Museum or Gallery Curator 590 4.8% 52,406 2.1%
Photographer’s Assistant 490 4.3% 35,159 6.1%
Conservator 230 -2.0% 46,632 4.5%
Sculptor 330 3.0% 25,911 3.2%
Museum or Art Gallery Technician 148 -0.9% 33,083 4.9%

Source: CCi based on ABS Census data

7.3. Government involvement

The Federal Government provides direct financial support to visual arts and through
grants from the Australian Council. In 2006-07 grants totalled more than $16.8 million,
and included grants to artists, residencies and touring grants, support for galleries and
organisations, and strategic initiatives to build capacity across the sector.>®

NSW Government expenditure on supporting visual artists in 2004/05 was
approximately $3.3 m.>

Support for the public collecting institutions is discussed in Section 3.5 of this paper.

%3 Australia Council (2007) Annual Report 2006-07, p. 28. The amount is not separately split into grants for the visual arts sector and
grants for the design sector.
% ABS (2007) Cultural Funding by Government, 2004-05, Cat. No. 4183.0.
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8.1. Overview

The music sector consists of composers, musicians, music publishers, and the
production and sale of sound recordings.>® With advances in technology and increased
use of the internet, separation across these sectors is diminishing. Digital music is also
driving considerable change in the sector. While physical product (e.g. CDs, DVDs)
still dominate the recorded music industry (accounting for over 90 per cent of total
music sales®’), the growth of digital music options and music piracy are eroding the
demand for physical music. Digital music reached 4.4 per cent of the recorded music
market in Australia in 2006, with a three fold increase in sales over 2006.%° Single track
downloads are the most popular digital music format.

Mobile telephone distribution is emerging as a critical digital format. Upgrades to
next-generation wireless networks and the introduction of handsets designed to play
music are contributing to the shift away from physical product sales and overall
revenue.

Music piracy remains a major problem affecting physical distribution as well as
limiting the potential for internet distribution. The availability of free and illegal file-
sharing internet sites has resulted in several alternative business models emerging in
digital music. Other sources of revenue are being identified, with the major innovation
being the distribution of music catalogues through advertising-supported websites.
Free and legal music is provided, while record companies get a portion of the
advertising revenue.

Of the top 100 selling albums in Australia in 2007, Australian repertoire represented 34
per cent of sales by volume, with 36 Australian albums in the top 100, compared to 33
in 2006 and 30 in 2005. In addition, 10 Australian hits made the 50 top-selling digital
tracks chart for 2007.%’

%5 Live music and music performances are covered in the Performing arts chapter.
23 PricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 2007 — 2011, p.126.


http://www.aria.com.au/pages/statistics.htm
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8.2. Economic fundamentals

8.2.1. Global size

Advancements in technology have led to a significant decline in global expenditure on
recorded music. It is estimated that the industry contracted 4 per cent per annum
between 2002 and 2006 (Table 23).

Table 23 — Music: Real Australian and Global Revenue ($A m)

Source: PWC Australian Entertainment and Media Outlook 2007 — 2011, p. 126
Note: Real Australian revenue is calculated using the CPI and real global revenue is calculated using
the IMF's world inflation series

Global digital music sales were estimated at approximately US$2.9 billion in 2007 — an
increase of around 40 per cent on 2006. Digital sales now account for an estimated
15 per cent of the global music market, up from 11 per cent in 2006, and zero in 2003.%8

With the trend in music consumption shifting from physical to digital product, PWC
projects that by 2011 physical distribution will account for less than 44 per cent of total
global music spend. In April 2008, Apple announced it had become the number one
mus!rg retailer in the world by value, passing Wal-Mart and all other seller of physical
CDs™.

8.2.2. Domestic market

The most comprehensive data for music sales in Australia is ARIA’s wholesale sales
data which shows sales of all artists (Australian and international) by Australian record
companies (Table 24). The table illustrates that total revenue has declined by 18 per
cent over the past two years, with a decline in sales of physical product (24 per cent),
against a rise in sales of digital product (375 per cent).

%8 International Federation of the Phonographic Industry Digital Music Report 2008.

%9 jTunes Store Top Music Retailer in the US http://www.apple.com/pr/library/2008/04/03itunes.html (Accessed 27/06/08).
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Table 24 - Music: Real Australian Wholesale Sales ($A000s)*

PHYSICAL

CD Singles 21,637 12,357 6,712
Vinyl Albums 368 264 199
Cassette Albums 448 186 54
CD Albums 472,783 434,423 362,061
Music Video/DVD 57,086 50,647 53,030
Othertt 764 353 192
TOTAL 553,086 498,230 422,248
DIGITAL

Digital Track 2,627 11,902 18,695
Digital Album 999 4,272 6,778
Mobile Master Ringtones 3,964 10,584 9,976
Digital Other ## 815 1,923 4,515
TOTAL 8,406 28,681 39,964
OVERAL TOTAL 561,492 526,911 462,212

Source: www.aria.com.au/pages/statistics.htm
* These figures are based on submissions from reporting ARIA members, estimated to represent approximately 95% of the local wholesale market.

A From 2005 onwards, value figures have been calculated after the application of any volume or other rebates.
# "Other" includes sales of Vinyl Singles, DVD Singles, DVD Albums, Mini Discs and SACD
## "Digital Other" includes sales of Digital Music Video, Mobile Ringback Tunes, Streams and Subscriptions

The trends in the wholesale market are also apparent in the retail market. Retail sales
of physical music accounted for 80 per cent of the recorded music market in 2006 -
down from 90.6 per cent in 2005. PWC expects the market share of physical formats to
fall steadily over the next five years, to reach 40.5 per cent by 2011.%°

8.2.3. Domestic revenue

Figure 25 presents real revenue in Australia for written (musical) composition,
recording, and mastering and authoring over the past 10 years.®* At 3 per cent, there
has been considerable growth in sound recording studios, contrasting with a decline in
mastering and authoring since 2001-02, and a gradual recovery in musical composition
since 2002-03 (although revenue in 2006-07 was only slightly higher than in 1996-97).

NSW’s share of revenue for sound recording studios was 401.1 per cent in 2006-07.

% pricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 2007 — 2011, p.130.

%1 The data in Figure 25 for Mastering and Authoring and Musical Composition needs to be interpreted with caution. Mastering
and Authoring has been assumed to be 10 per cent of the IBIS Report Recorded Media Manufacturing and Publishing in Australia:
C4230. This is a preliminary assumption based on the coverage of the Report, which is defined as ‘units mainly engaged in
manufacturing or publishing pre-recorded audio, video or data media, including phonograph records, cassette tapes, video tapes,
compact discs (CDs), digital versatile discs (DVDs), legal digital downloads, and computer tapes and discs. Most businesses in this
industry are engaged in CD and/or DVD manufacturing, replication, duplication, mastering and authoring. The CDs or DVDs may
contain company information, presentations, promotional material, technical or training manuals, music (on CDs), music videos (on
DVDs), video games, movies, information storage (e.g. for government legislation, health records or digital photos), or
educational material’. Musical Composition is drawn from the IBIS Report Creative Arts in Australia P9242. The Report notes that
musical composition is 9.8 per cent of the wider sector. Figure 25 implicitly assumes that these shares are constant over time.


http://www.aria.com.au/pages/statistics.htm
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Figure 25 - Music: Real revenue in Australia

130 130
120 120
110 110
100 100
£ 90 0 £
80 80
70 —— Mastering and Authoring 70
~— Musical Composition
60 ~ Sound Recording Studios 60
50 50

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Sources: Mastering and Authoring is drawn from the IBISWorld Report Recorded Media Manufacturing and Publishing in
Australia: C4230; Sound Recording Studios from the IBISWorld Report Sound Recording Studios in Australia: P9251; and
Musical Composition from the IBISWorld Report: Creative Arts in Australia: P9242.

8.2.4. Number and size of businesses

The number of businesses in the sector has increased significantly in recent years -
likely as a response to technological developments enabling the easier recording and
publishing of music (Table 25). NSW is home to 42 per cent of all music-related
businesses in Australia, with the majority of those businesses, 75 per cent, being non-
employing (Figure 26).

Table 25 - Music: Number of businesses (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees
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Figure 26 - Music: NSW business size (30 June 2006)
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8.2.5.  Employment and incomes

In 2006 there were over 8,000 people employed in the music industry in NSW, making
up 42 per cent of total Australian employment (Table 26). Employment in both NSW
and Australia increased over the last 10 years though has started to fall more recently.
The mean income in NSW has remained approximately 10 per cent higher than
Australia overall from 1996 to 2006.

Table 26 - Music: employment and income

8,229 22,429 1.7% 2.0% -0.8% 42%62

$38,000 | $34,900 1.6% 1.5% 1.4% 1.6% 109% | 111% | 110%
Source: CCi data from ABS Census data

8.3. Government involvement

8.3.1. Radio content requirements

The Federal Government provides support for the music industry through the radio
content requirements that flow from the Broadcasting Services Act. The Codes of
Practice and Guidelines set out by Commercial Radio Australia provide the minimum
amount of time commercial radio stations must devote to the playing of Australian
music. Depending on the type of radio service (e.g. mainstream rock, classic rock, hits
and memories, etc.), stations are required to play at least a minimum amount of
Australian content and also at least a certain proportion of new Australian

52 Note this figure was calculated using a different classification system to the 2006 figures provided at the far left of this table. This
was done to ensure consistent comparison with 1996 and 2001 data.
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performances (defined as musical items that have been on sale for not more than 10
months).®

8.3.2. Australia Council

The Federal Government provides direct financial assistance to the music sector
through grants provided by the Australia Council. In 2006-07 the Australia Council
provided grants of more than $90.7 million to music (out of a total $156 million in
grants), which included grants to individual artists, financial and operational support to
arts organisations, and strategic initiatives to build capacity across the art form.%

This is not an exhaustive list of government involvement; however, further investigation
is outside the scope of the report.

% Further information is available at Commercial Radio Australia (2004) Codes of Practice and Guidelines.
64 Australia Council (2007) Annual Report 2006-07, p. 34.
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9. Performing Arts

9.1. Overview

The performing arts cover all forms of stage art including theatre, dance, opera, and
circus performed live for audiences. Organisations are diverse, ranging from
individual for-profit performers, to state-based and touring major performing arts
companies, to community-based performing groups. The sector has strong
relationships with other creative industry sectors, including publishing (due to the
importance of scripts), visual arts (due to the importance of set design) and film and
television (due to the link with performers).

Government support is critical to sustaining much of the performing arts, particularly
symphony and choral performance. Local and state governments play a key role in
provision of venues for the performing arts. Besides government, other key income
sources for the sector are box-office revenues, philanthropy, and touring and
performance royalties.

Much of the sector has struggled in recent years with subdued revenue growth, falls in
attendances, and falls in the overall number of productions. A more positive future will
require securing new funding sources and developing new audiences (especially
outside of the baby boomer demographic). A lack of funding prevents smaller
performing arts companies progressing to the next stage of development and more
generally impedes experimentation, encouraging the repeated presentation of proven
international hits (such as Phantom of the Opera), rather than more home-grown
creative productions. The innovative mix of technologies, such as digital TV and
products, interactive performance, and enhanced marketing, provides an opportunity
to develop strong audience participation amongst younger age groups.

The need to continually take advantage of the opportunities of technology is also
fundamental to the sector’s future. Technological developments have enhanced staging
and allowed for computerised set design. Technology has also facilitated wider
communication with audiences through simulcasts via the internet, TV and radio, and
further enabled the production of digitised content.

NSW dominates the performing arts sector in Australia, with 50 per cent of revenue for
music and theatre production. Sydney is also home to 11 of Australia’s 29 major
performing arts companies, capturing 45 per cent of total attendances and has the
largest share of box office takings and fees.



NSW Creative Industry: Economic Fundamentals

9.2. Economic fundamentals

9.2.1. Revenue

The performing arts sector has experienced a difficult period over the past decade
(Figure 27 and Table 27). Revenue for music and theatre productions fell sharply
through to 2002-03 and has recovered only slightly since, while revenue for
performing arts venues increased only marginally over the period.®

Figure 27 - Performing arts: Real Australian revenue ($'000)
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Sources: IBISWorld Music and Theatre Productions in Australia: P9241; and IBISWorld Performing Arts Venues in
Australia: P9252.

Table 27 - Performing arts: Revenue (2006-07)

NSW ($m) 302 153
Australia ($m) 606 424

NSW % Aust 50% 36%
Compound Annual Growth

Rate 1996-07 to 2006-07 "1.9% 0.1%

Sources: I1BISWorld Music and Theatre Productions in Australia: P9241; and Performing Arts Venues P9252.

% During the course of this project it has not been possible to find data on the global size of the sector.
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9.2.1.1. Major Performing Arts companies — attendance and income

Total attendances of Major Performing Arts (MPA) companies declined slightly in
recent years, as have attendances in Sydney. Sydney has the bulk of attendances,
around 45 per cent, and also the highest participation rate,®® at 31 per cent, with
Melbourne the next highest (24 per cent).®’ Similar to attendances, participation rates
have declined slightly over the period.

Table 28 — Performing arts: Paid main stage capital city attendances (including orchestras)

Adelaide 155 120 129 146 140 131 -15%
Brishane 171 176 168 176 192 189 11%
Canberra 46 46 56 39 32 58 26%
Hobart 35 19 23 27 22 29 -17%
Melbourne 654 616 664 618 649 630 -4%
Perth 130 108 121 131 128 134 3%
Sydney 977 911 | 1048 | 984 654 937 -4%
Total 2,168 | 1,996 | 2,209 | 2,121 | 1,817 | 2,108 -3%

Source: Australia Council (2007) Securing the Future 2001-2006, Exhibit 5

In addition to greater attendance than other cities, Sydney is also home to the largest
number of MPA companies, 11 of the total 29. The number of touring MPA companies
visiting Sydney has declined in recent years, from 6 in 2001 to 2 in 2006, a trend
repeated elsewhere in Australia.

Consistent with having the largest share of attendances, NSW also has the largest share
of total box office takings and fees (

Table 29). (The NSW/Victoria category refers to the Australian Ballet and Opera
Australia which are funded by both the NSW and Victorian governments and have
seasons and houses in each city.) Recent growth in NSW has been similar to Australia
overall, keeping NSW'’s share of total takings roughly constant. However, the growth in
takings of the Australian Ballet and Opera Australia (the NSW/Victoria category) have
been relatively sluggish, leading to a loss in market share to South Australia and
Western Australia, both of which have seen very strong growth.

% The participation rate is calculated as attendances divided by the capital city population over 20 years of age.
5" These figures will include attendances by tourists (both interstate and international) and will thus overstate the true rate. IBIS
suggests that around 10 per cent of the overall market is international (Performing Arts Venues in Australia P9252, p. 7).
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Table 29 — Performing arts: Real aggregate box office and fees ($A'000)*

NSW* 45,533 | 43,816 | 49,481 | 50,889 | 48,653 | 51,868 2.6% 34%
NSW/Victoria | 50,271 | 47,466 | 51,451 | 47,623 | 52,149 | 51,976 0.7% 34%
Victoria 20522 | 21,811 | 22,384 | 23,801 | 27,235 | 23,960 3.1% 16%
Qld 6,537 6,355 6,632 7,309 8,429 8,808 6.1% 6%
SA** 3,952 5,193 5,329 4,491 | 10,610 | 5,941 8.5% 4%
WA 4,606 4,987 5,893 6,470 7,865 8,138 12.1% 5%
Tasmania 1,379 1,013 1,107 1,306 1,532 1,498 1.7% 1%
Total 132,800 | 130,642 | 142,278 | 141,889 | 156,474 | 152,189 2.8% 100%

Source: Australia Council (2007) Securing the Future 2001-2006, Exhibit 15
Notes: * Deflated using the CPI; *Australian Brandenburg Orchestra included from 2003; *** 2004 SOSA reduced activity prior to
2004 Ring Cycle (reported in 2005)

9.2.1.2. Productions

The vibrancy of the sector and its components is illustrated by the number of new and
existing productions by art form (Table 30).%® The overall picture is not particularly
healthy, with declines in the number of new and existing productions for the five years
to 2006. The overall decline reflects opera and especially dance, with strong growth in
theatre productions.

% The Report defines new productions as ‘newly conceived stage presentations of theatre, dance or opera that have not been seen
before, whether or not the work itself is new. Music is not included as concert performances are not regarded as stage

productions’.
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Table 30 - Performing arts: New and existing productions by art form

New 465 | 545 | 633 | 667 | 617 | 593 28%
Existing | 8.5 275 | 157 | 153 | 143 | 267 214%
Total 55 82 79 82 76 86 56%
New 18 21 15 25 15 17 -6%
Existing 15 11 27 21 20 13 -13%
Total 33 32 42 46 35 30 -9%
New 89 22 47 39 46 39 -56%
Existing 59 64 39 50 23 32 -46%
Total 117 86 86 88 69 71 -39%
New 1225 | 975 | 1253 | 129.7 | 122.7 | 1153 -6%
Existing | 825 | 1025 | 817 | 863 | 57.3 | 717 -13%
Total 205 200 207 216 180 187 -9%

Source: Australia Council (2007) Securing the Future 2001-2006, Exhibit 3

9.2.2. Number and size of businesses

Moving from MPA companies to all performing arts businesses, NSW once again
dominates the sector, with 44 per cent of all businesses (Table 31). There has been a
considerable fall in the number of businesses in recent years, although the fall in NSW
has been smaller than Australia-wide. The industry is dominated by small businesses
(94%), with a relatively small proportion of medium and large enterprises (

Figure 28).

Table 31 - Performing arts: Number of business (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees
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Figure 28 - Performing arts: NSW business size (June 2006)
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9.2.3. Employment and incomes

Consistent with the fall in the number of businesses, employment in the performing arts
has contracted over the past decade, with total employment falling by around 1 per
cent in NSW per year (Table 32). Within NSW, employment is largely based in Sydney
(85 per cent) and particularly concentrated in inner Sydney and to a lesser extent the
Eastern Suburbs.

In 2006, mean incomes in NSW were somewhat higher than Australia overall, although
real income growth has been minimal.

Table 32 - Performing arts: employment and income

5,090 14,111 -0.8% -1.0% -1.7% -1.2%
$41,390 | $37,460 1.3% 1.2% 1.0% 0.7% 108% | 108% | 110%

Source: CCi data based on ABS Census data

9.3. Government involvement

Government support is critical for much of the performing arts sector. Government
funding provides half of all income for symphony and choral performances, and a large
share of income for opera, dance, and drama (Table 33). Around 40 per cent of
Government support for the sector goes to symphony and choral performance and
around 20 per cent to drama production.
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Table 33 - Performing arts: Income (2002-03)

125 2 1 16 143 23%
67 1 5 38 111 18%
31 53 13 8 105 17%
41 27 9 14 91 15%
np 29 8 np 76 12%
20 18 7 8 52 8%
np 6 2 np 43 7%
332 134 46 111 622 100%

Proportion of total income per component

87% 1% 1% 11%

60% 1% 5% 35%

30% 50% 13% 8%

45% 29% 10% 16%

n/a 38% 11% n/a

38% 34% 13% 14%

n/a 14% 4% n/a

Source: ABS Performing Arts, Cat. No. 8697.0, Table 2.2
Note: np indicates not available for publication, but included in totals
Government also provides significant support through the provision of venues, with

state and local government-owned arts venues making up 80 per cent of all performing
arts venues in Australia.®®

The Federal Government provides direct financial assistance to elements of the
performing arts sector through grants provided by the Australia Council. In 2006-07 the
Australia Council provided grants of more than $11.8 million to dance and $15.2 million
to theatre (out of total grants of $156 million), which included grants to individual

artists, financial and operational support to arts organisations, and strategic initiatives
to build capacity across the art form.”

% |BISWorld (2008) Performing Arts Venues in Australia, p. 6.
0 Australia Council (2007) Annual Report 2006-07, pp. 34-5.



NSW Creative Industry: Economic Fundamentals

10. Publishing

Publishing is a very broad sector, covering newspapers, books, and periodicals with a
number of reasonably distinct products within each of these categories. This section
begins with an economic overview of the publishing sector, and then provides more
specific discussion on each of the sub-sectors.

10.1. Economic fundamentals

10.1.1. Global size

Publishing is a substantial industry on both an Australian and global level (Table 34). At
the global level, the sector has declined in recent years. The Australian sector has
fared somewhat better, with the newspaper and magazine sub-sectors growing in
recent years and a more subdued fall in books than globally. Australia has a relatively
small share in each of the sub-sectors, with the biggest share in newspapers, at just
over 2 per cent of the global market.

Table 34 - Publishing: Real Industry Revenue in Australia and Globally ($A m)

236,978
2,139 | 133,810 1.6% 2.9% -0.6%
1,744 | 161,274 1.1% -0.4% -1.1%
Source: PWC Media and Entertainment Outlook 2007-2011, pp. 104,107 and 116
Note: Real Australian revenue is calculated using the CPI and real global revenue is calculated using the IMF's world inflation series

10.1.2. Employment and incomes

There is no comprehensive data on employment and incomes in each of the sub-
sectors. NSW’s share of the employment in the overall sector is larger than its share of
the national economy and population (Table 35). Over the last decade employment has
grown slowly at 0.6 per cent per year in NSW (which is largely due to technical
advances that have enabled significant streamlining in the preparation of printed
materials, especially newspapers). Meanwhile, real incomes have increased modestly,
with incomes in NSW approximately 10 per cent higher than Australia overall.

Table 35 - Publishing: Employment and income

27,964 75,542 0.6% 0.7% 0.5%

$50,400 | $45,330 2.0% 1.7% 1.5% 1.5% 107% | 110% | 110%
Source: CCi data based on ABS Census data
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10.2. Newspapers

10.2.1. Overview

Newspapers are a mature, established sub-sector, with highly concentrated ownership
of the national and metropolitan dailies — News Ltd controls 70 per cent of circulation
and Fairfax Media 23 per cent.”* The national and metropolitan dailies also dominate
the newspaper market, accounting for 61 per cent of all expenditure.”

There has been no change in the number of morning daily titles available in Sydney for
decades, and little change in regional NSW. Circulation for the majority of metropolitan
dailies fell earlier in the decade, though most have stabilised more recently.” A recent
innovation in titles has been News Ltd’s introduction of mX, a free afternoon newspaper
provided to commuters.”

Of the more traditional media forms, newspapers have been most heavily affected by
the development of new platforms and the shift to online advertising. While
newspapers remain the largest share of advertising expenditure, with these trends set
to continue, newspapers’ relative size of the advertising market is likely to remain
under pressure.

Technology has had a number of substantial impacts on newspapers over the past
decade or so. Developments have allowed newspapers to significantly streamline their
back-end production techniques, bringing significant cost savings. A more attractive
final product is also able to be developed. The final product is also bifurcated, with the
development of online versions alongside the physical product. This has necessitated
the adaptation of printed content to fit the new platform, and the development of new
content specifically for the platform.

Alongside the shift to online viewing of information, advertising has shifted online. This
is especially true of the classified advertising ‘rivers of gold’. An important
consequence is that display advertising has become a much more important source of
revenue (now accounting for 58.6 per cent of total revenue’™). Among other things, this
has spurred the introduction of newspaper inserted magazines, such as The (Sydney)
Magazine in the Sydney Morning Herald. Newspapers have also introduced classified
websites to compete with the specialised online advertisers.®

1 IBISWorld (2008) Newspaper Printing or Publishing in Australia: C2421, p. 7. The remaining player is West Australian
Newspaper Holdings.

2 |BISWorld (2008) Newspaper Printing or Publishing in Australia, p. 6.

3 Australian Press Council (2007) State of the News Print Media in Australia,

http://www.pr ncil.org. npma/index_snpma2007.html

4 As at December 2006 mX had a circulation of more than 288,000 across Melbourne, Sydney and Brisbane
(PricewaterhouseCoopers (2007) Entertainment and Media Outlook, 2007 - 2011, p. 112).

5 pricewaterhouseCoopers (2007) Entertainment and Media Outlook, 2007 - 2011, p. 107.

78 pricewaterhouseCoopers sees the established competition as very strong, noting that Seek holds more than 55 per cent of the
online job advertising market, which is twice the size of Fairfax’s mycareer.com.au (PricewaterhouseCoopers p. 113).


http://www.presscouncil.org.au/snpma/index_snpma2007.html
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A key challenge for newspapers is to develop business models that enable sufficient
revenue to be achieved for the printed and electronic products to ensure continued
profitability.”’

10.2.2. Economic fundamentals

10.2.2.1. Revenue

Revenue growth in the newspaper sub-sector is substantially affected by the economic
cycle due to the importance of advertising. Over the past decade structural factors
have also been critical given the rise in online advertising. PWC estimates that
newspaper’s share of the advertising market fell from 40 per cent in 2002 to 36 per cent
in 2006, although real revenue growth remained positive (1.5 per cent real annual
growth).

The longer run of time series data available from IBIS indicates that real revenue has
trended higher over the past decade, although there was a sizeable fall in revenue
earlier this decade after the substantial run-up in the late 1990s (Figure 29).”® More
recently, total revenue has fallen in the last couple of years.

NSW has a disproportionate share of the industry, accounting for 44 per cent of
industry revenue in 2006-07 (Table 36).

Figure 29 - Newspapers: Real revenue in Australia ($b)

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Source: IBIS Report Newspaper Pritning or Publishing in Australia, p. 50

" PWC suggests that newspapers have started generating positive returns on their initial online investments (Entertainment and
Media Outlook, 2007 — 2011, p. 113).
8 The coverage of the IBIS Report is broader than the PricewaterhouseCoopers Report, adding community and other weekly
newspapers and also advertising generated through online editions. The IBIS Report covers:

Metropolitan and National daily newspapers (44.6%)

Other (20.2%)

Suburban newspapers (free) (11.3%)

Metropolitan Sunday newspapers (10.9%)

Regional daily newspapers (7.0%)

Regional non-daily newspapers (6.0%).
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Table 36 — Newspapers: Revenue (2006-07)

NSW ($m) 3,181
Australia ($m) 7,230
NSW % Aust 44%
Compound Annual 1.2%
Growth Rate 1996-07 to

2006-07

Source: IBIS Newspaper Printing or Publishing in Australia

The newspaper sub-sector is dominated by a relatively small number of city-based
daily newspapers and, to a lesser extent, national dailies, which account for 86 per cent
of total circulation. In terms of advertising expenditure, the Commercial Economic
Advisory Service of Australia noted the following breakdown in 2005:

Metropolitan/national dailies — 61 per cent;
Suburban newspapers - 18 per cent;

Regional dailies — 12 per cent; and

Regional non-dailies — 9 per cent.”®

Export growth has been rapid in recent years, with real annual growth of 7.8 per cent
for the four years to 2006-07, although exports remain a very small share of total
revenue (around 3 per cent) and account for only one-quarter of imports.®°

10.2.2.2. Number and size of businesses

There are 681 newspaper businesses in Australia, with around 40 per cent of all
business situated in NSW (Table 37). While there are a large proportion of non-
employing and small businesses (Figure 30), the industry is dominated by a relatively
small number of major newspaper publishing companies, evidenced by:

In the national and metropolitan market, News Ltd controls around 70 per cent of
total circulation and Fairfax Media Ltd around 23 per cent (with the only other
player of note, Western Australian Newspapers Holdings Ltd); and

For regional daily newspapers, three businesses — APN, News Ltd. and Fairfax
Media — account for over 87 per cent of circulation.

For the four years to June 2007, the number of newspaper businesses declined
significantly in both NSW and Australia.

Table 37 - Newspapers: Number of business (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees

9 IBISWorld (2008) Newspaper Printing or Publishing in Australia, p. 6.
8 1BISWorld (2008) Newspaper Printing or Publishing in Australia, p. 4.
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Figure 30 - Newspapers: NSW size of businesses
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10.2.3. Government involvement

The Federal Government plays an important role in media regulation, with the cross-
media ownership rules, which were relaxed in 2006, still providing some constraints on
newspaper ownership.2® The NSW Government has no direct involvement in
newspapers, besides its substantial role as an advertiser.

10.3. Periodicals

10.3.1. Overview

Australia has one of the highest per capita readerships of magazines in the world.®
Reflecting this, the periodicals sub-sector is marked by a great diversity of titles and
also significant competition in particular segments of the sub-sector, with often a large
number of titles catering to a particular target market. At the same time, however, the
industry is extremely concentrated, with IBIS estimating that the top four publishers
(PBL Mesgia, Seven Media, News Australia, and Fairfax Media) control 78 per cent of the
market.

Unlike newspapers, periodicals’ share of the advertising market has declined only
very slightly in recent years, with PWC reporting a fall from 10.3 per cent in 2002 to 9.9
per cent in 2006.34

Like newspapers, periodicals have been affected by the shift to online consumption of
information. The diversity of information available online, and the near-instantaneous
publication of information that the internet allows, has created a significant challenge

8 For further information see the Australian Communication and Media Authority website —

http://www.acma.gov. EB/STANDARD/pc=PC_101

8 pricewaterhouseCoopers (2007) Media and Entertainment Outlook 2007-2011, p. 116.

8 1BISWorld (2008) Other Periodical Publishing in Australia: C2422, p. 8. PBL Media is the dominant player, with 45 per cent of the
market.

8 pricewaterhouseCoopers (2007) Media and Entertainment Outlook 2007-2011, p. 10.


http://www.acma.gov.au/WEB/STANDARD/pc=PC_101008
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for periodicals. In Australia, the most dramatic manifestation of this is perhaps seen
with the closure of The Bulletin.®® The shift online has led publishers to increasingly
build online capabilities in conjunction with their physical titles to allow for reader
interaction and input.

The physical titles that will survive and thrive in the future will need to appeal to
specific niche audiences and are also likely to be based on subjects where timing
considerations play a smaller role (e.g. health and lifestyle).

NSW accounts for over 80 per cent of revenue, reflecting Sydney’s location as head
office for all major periodical publishers.

10.3.2. Economic fundamentals

10.3.2.1. Revenue

Revenue for periodicals has grown quite consistently over the past decade, reaching
almost $2bn in Australian in 2006-07 (Figure 31 and Table 38). Growth was particularly
rapid from 2001-02 to 2005-06, with average annual real growth of 6.2 per cent. More
recently, revenue only increased slightly in 2006-07.

Figure 31 - Periodicals: Real Australian revenue ($b)

12

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
Source: IBIS Report Other Periodical Publishing in Australia, p. 41

8 A further development of note has been declines in the children’s and teens’ markets, likely due to increased competition from
the internet, mobile phones and electronic games (PricewaterhouseCoopers (2007) Media and Entertainment Outlook 2007-2011,
p. 120).
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Table 38 — Periodicals: Revenue 2006-07

NSW ($m) 1,648
Australia ($m) 1,938
NSW % Aust 83%
Compound Annual Growth 3.5%
Rate 1996-07 to 2006-07

Exports, which account for just under 3 per cent of revenue, have contracted, falling in
real terms by 14 per cent from 2002-03 to 2006-07.%° Imports, which are around five
times larger than exports, have also declined significantly, falling by 30 per cent over
the same period.

10.3.2.2. Number and size of businesses

In recent years there has been substantial growth in the number of businesses in the
periodicals sector, with somewhat stronger growth in Australia than NSW overall
(Table 39). However, NSW still has a disproportionately large share of all businesses.
The industry is dominated by non-employing and small businesses (Figure 32).

Table 39 - Periodicals: Number of business (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees
Figure 32 - Periodicals: NSW size of businesses (June 2006)
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Source: ABS Cat. No. 8165.0

8 1BISWorld (2008) Other Periodical Publishing in Australia, p.4.
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10.3.3. Government involvement

The Federal Government provides direct support to a select number of periodicals,
such as The Australian Literary Review, and is also involved in the sub-sector as an
advertiser. The NSW Government’s involvement in periodicals is limited to its role as
an advertiser.

Page 65
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10.4. Books

10.4.1. Overview

The Australian book publishing sub-sector features a large number of businesses of
various sizes, publishing a substantial number of books across the textbook, children’s,
fiction and non-fiction markets. Relative to some of the other creative industry sectors,
especially television and film, a substantial part of consumption in the industry is of
Australian produced work, with Australian titles making up close to two-thirds of all
sales and 55 per cent of non-textbook sales.?’

Similar to other sectors in the creative industry, technological change has started to
have an important affect on book publishing and has the potential to bring substantial
change in the coming years. On the positive side, technological developments have
provided a number of avenues for growth:

The internet can be used to help create markets for authors before their work is
released; and

Digital technology provides a more cost-effective method of printing books
(through print on-demand technology) and also makes it easier to produce tailored
products.

On the negative side, technological developments have resulted in:

An increase in self-publishing, both online and in print, with authors bypassing
existing publishers;

More sophisticated competition for books through the substantial amount of
information available online, and the increasing sophistication of other forms of
entertainment, such as electronic games; and

Less revenue for Australian publishers due to lower textbook sales and e-book
rights resting with global parents.

These factors suggest a difficult future for the industry. A viable future will require the
publishing sector to present itself as a key chain between authorship and readership,
whatever the form in which the work is read.

There are limited barriers for both writers and publishers entering the industry, with
the key barrier being the need to earn a viable income. Few authors make a living
from full-time writing, and for authors of children and young adult fiction, school visits
are a critical source of income. For publishers, the latest ABS data indicates that profit
margins are limited in the sub-sector (5.6 per cent) and even smaller for the larger
publishers (4.4 per cent).%®

NSW has a slightly larger share of the sub-sector than its share of the national economy
and population, reflecting Sydney being home to the majority of large publishers.

87 ABS (2004) Book Publishers 2002-03, Cat. No. 1363.0.
8 ABS (2004) Book Publishers 2002-03, Cat. No. 1363.0.
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10.4.2. Economic fundamentals

10.4.2.1. Domestic sales, exports, and imports

The most informative overview of book publishing is provided by a 2004 ABS
publication.?® Table 40 presents the recent trends in the sector. Over the period, the
number of books sold declined by around 9 per cent, although in real terms the value
of the books sold increased by around 30 per cent (indicating that book prices
increased by much more than the CPI). This increase in value has been driven by sales
of Australian titles, and especially exports, which have doubled over the period (with
the proportion of Australian titles exported increasing from 17 per cent to 24 per cent).
Australian titles have become slightly more popular relative to imported titles,
comprising close to two-thirds of all sales in 2002-03.

There is some evidence that sales have increased more recently. Confidential data
from the Australia Publishers' Association (based on a survey of publishers) indicates
that from 2003 to 2006 sales of trade publishers increased strongly, with a modest
increase for tertiary publishers and a marginal increase for school publishers.

Table 40 - Books: Key historical aggregates

124.8 130.6 1115 129.4 104.3 129.8 114.4

60%

60%

59%

63%

64%

40%

40%

41%

37%

36%

11%

12%

13%

14%

15%

Source: Table 17, ABS Cat. No. 1363.0; RBA Bulletin, Statistical Table G02
Note: (a) Data were collected on a calendar year basis in 1994. (b) This is a component of Sales of Australian titles, meaning that
sales of all books is the sum of sales of Australian titles and sales of imported title. (c) Includes re-export sales and excludes sales of
rights.

More detailed data on the sale of printed books indicates that educational and non-
fiction books comprise around 80 per cent of the market, with just under two-thirds of
such books Australian titles (Table 41). Around half of all children’s book are Australian
titles and around 40 per cent of all fiction books.

% The Report does not refer to IBIS data in this section as the relevant publication, Book and Other Publishing in Australia, includes
telephone directories, which make up 49 per cent of the market.
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Table 41 - Books: Sales of printed books (2002-03)

34%

39%

41% 33% 38%
10% 22% 15%
% 11% 9%

Source: ABS Cat. No. 1363, Table 14

10.4.2.2. Number and size of businesses

The number of publishing companies has contracted on a national and NSW basis in
recent years, with a more pronounced fall in NSW (Table 42). Figure 33 indicates that
the overwhelming majority of businesses are non-employing and small,®® with only
three business employing more than 200 people. The industry is reasonably
concentrated, with the 20 largest book publishers (with respect to income) generating
74 per cent of the total income for the industry.**

Table 42 - Books: Number of business (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees

% A recent study identified 122 small and independent publishers in Australia, with 45 located in Victoria and 36 in New South
Wales (Freeth, K. (2007) A lovely kind of madness: Small and independent publishing in Australia). The report did not provide a firm
definition of the publishers studied, but noted that the publishers typically have an annual turnover of $500,000 or less, have print
runs of less than 2,000 and publish fewer than 10 books per year.

%1 ABS (2004) Book Publishers 2002-03, Cat. No. 1363.0.
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Figure 33 - Books: NSW size of businesses (June 2006)

20 - 199 employees, 200+ employees, 3
30 businesses, 4% businesses, 0.4%

1- 19 employees, 252
businesses, 37%

Non-employing
business, 396
businesses, 59%

Source: ABS Cat. No. 8165.0

10.4.3. Government involvement

Australia Council

The Federal Government provides direct financial assistance to the publishing industry
through grants provided by the Australia Council. In 2006-07 the Australia Council
provided grants of more than $7.8 million to literature (out of total grants of
$156 million), which included grants to writers and publishers, residencies and touring
grants, support for writers’ centres, literary journals and literary festivals, and strategic
initiatives to build capacity across the sector.%

Arts NSW

In 2007 Arts NSW provided grants of $0.7m to the Literature and History program, with
the largest component being writers’ centres.

Governments also play an important role in the sector through setting the school
curriculum. Having a book on the curriculum provides an important source of income
for authors and also provides other opportunities to achieve income (e.g. through
school visits).

92 Australia Council (2007) Annual Report 2006-07, p. 28.
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11. Feature film

11.1. Overview of the industry

The viewing of feature films remains a popular pastime in Australia, with over 82
million cinema attendances in 2006.%

The Australian feature film industry receives substantial support from the federal and
state governments. For the five years to 2006-07, just less than a quarter of funding for
Australian and co-production feature films (films with shared Australian and foreign
production, finance and creative input) was from government sources.®* From 1 July
2007 a new package of federal government assistance measures came into effect,
including a producer offset which provides a rebate of 40 per cent of eligible
Australian production to producers of qualifying feature films (and 20 per cent for
qualifying television productions). This package is widely expected to have a
substantial impact on the sector.

In addition to encouraging the production of Australian content film, governments also
provide incentives to the production of ‘footloose’ films, i.e. a film without a pre-
determined filming/post-production location. Location decisions are typically
determined by the total cost of producing in the location (including the financial
incentives offered by the jurisdiction), the ease of working in the proposed location
(including permits), the availability of a skilled workforce, and the comfort of
international stars with the location. There is significant competition amongst Australian
states (particularly NSW, Victoria, and Queensland) and also internationally for
footloose productions.

Australian feature films capture between 3 and 5 per cent of both the Australian movie
theatre and DVD market. Australian feature films’ share of the box office peaked at 10
per cent in 1994 (with several standout films like Muriel’s Wedding and Priscilla Queen
of the Desert), and fell to 4 per cent in 2007. Real consumer expenditure on Australian
films has been trending downwards for the last 20 years (and fell by 5 per cent over the
past decade).®

NSW remains the largest state for feature film production, although NSW'’s share of
Australian film production has fallen considerably over the last decade. Averaging
over four years to smooth out yearly fluctuations, NSW’s share of total production fell
from 73 per cent for the period 1998-2001 to 46 per cent for the period to 2004-2007,
with the shares of Queensland and Victoria both increasing.*

% pricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 20072011, p.44.
% AFC: http://www.afc.gov. mpf resinv rs.html

% AFC: http://www.afc.gov.au/gtp/wecboshare.html
% public AFC data passed on to the project team (unpublished).


http://www.afc.gov.au/gtp/mpfeaturesinvestors.html
http://www.afc.gov.au/gtp/wcboshare.html
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11.2. Economic fundamentals*

11.2.1. Global size

PWC estimates that total revenue for the global filmed entertainment industry®” was
around $A110 billion in 2006, with the size of the industry in Australia $2.4 billion or
2.2 per cent of the global industry (Table 43). Globally, filmed entertainment is the
third largest entertainment sector in the creative industry (by revenue), behind
television and newspapers. Since 2002, filmed entertainment has been growing more
rapidly in Australia than globally.

Table 43 - Film: Real Australian and Global Filmed Entertainment Revenue

2,362

110,211 0.1%

Source: PWC Australian Entertainment and Media Outlook 2007 — 2011, p.38
Note: Real Australian revenue is calculated using the CPI and real global revenue is calculated using the IMF's world inflation series

11.2.2. NSW expenditure and trade

The Australian feature film industry has expanded at a moderate rate in recent years,
with expenditure on producing Australian films increasing by around 2 per cent per
annum in real terms from 1998-99 to 2006-07, with total expenditure of $333m in 2006-
07.%

The NSW industry contracted over the same period with real expenditure falling by
around 2 per cent per annum. However, over the period, NSW still dominated feature
film production in Australia, with an average of 61 per cent of all production.*® Given
the volatility of the annual data, Figure 34 presents the two-year rolling average of
production, indicating that while NSW remains the largest state, its share has trended
down.

* It should be noted that while available ABS data is recorded and published within the individual sectors of ‘film’, ‘television’,
‘electronic games’, etc. (asitis in this Report), the audio visual digital content, or ‘screen sector’ is converging and accordingly
traditional definitions are becoming blurred, thus the collection of data in current ‘silos’ may not continue to be the most accurate
or efficient means of representing the sectors.

% Filmed entertainment consists of ‘consumer spending at the cinema box office and cinema advertising, plus consumer spending
on renting and purchasing home videos in VHS or DVD formats...figures exclude music videos....’
Source: PricewaterhouseCoopers (2007) Australian Entertainment and Media Outlook 2007-2011, p37.

% The break-up between different types of films was as follows:
- Australian films — $212m (64%, 24 titles)
- Co-productions — $19m (6%, 3 titles)
- Foreign films - $102m (31%, 6 titles) (Source: AFC).
ggou rce: AFC, http://www.afc.gov.au/gtp/mpfeaturessummary.html
http://www.afc.gov.au/gtp/mpfeaturesspendxstate.html


http://www.afc.gov.au/gtp/mpfeaturessummary.html
http://www.afc.gov.au/gtp/mpfeaturesspendxstate.html
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Figure 34 - Feature film: Production expenditure by state on Australian, co-production and foreign
feature films (two-year moving average)
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0% 0%
1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Source: Australian Film Commission passed on to the project team

Note on moving average: the 2006/07 figure is the average of 2005/06

and 2006/07, with previous years similarly calculated.
Despite the majority of film production companies being based in NSW, much of the
actual shooting takes place in other states. This can be seen by comparing the
production budgets of businesses based on the state in which the business is located,
with expenditure based on where shooting takes place. From 2002/03 to 2006/07, 72
per cent of the total film and television production budget was attributable to NSW-
basedloi:ompanies,100 but in this period only 47 per cent of the expenditure was in
NSW.

Exports from feature film royalties are minimal relative to total expenditure (3 per
cent), and real exports declined 40 per cent from 1992-1994 to 2004-2006 (Figure 35).

100

http://www.afc.gov.au/nps/npslocproco.html
101 hitp://www.afc.gov.au/nps/npslocspend.html. Based on the AFC data available it is not possible to distinguish feature film from

total film and television production for the purposes of this comparison. The combined film and television production figures thus
provide an indicative account of feature film alone.


http://www.afc.gov.au/nps/npslocproco.html
http://www.afc.gov.au/nps/npslocspend.html
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Figure 35 - Export royalty earnings from Australian films (three year rolling average)
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Source: http:/imww.afc.gov.au/gtp/atradefilm.html Year

11.2.3. Number and size of businesses

The businesses involved in film production range from producers of Australian feature
films for theatre, video, and television release and also businesses producing videos
predominantly for private use (e.g. wedding videographers). Using this definition
there are 2,607 businesses in the sector (Table 44).1°% In recent years, the number of
NSW businesses has declined slightly, while the number of Australian businesses has
increased slightly. Relative to the other sectors in the creative industry, there are a
large proportion of small businesses in the sector, although the majority of businesses
are non-employing (Figure 36).

Table 44 - Film production: Number of businesses (30 June 2007)

Source: ABS Cat 8165 - Business Numbers by Employees

102 within the confines of this project it has not been possible to determine the proportion of film and video production businesses
involved in the production of film for commercial release


http://www.afc.gov.au/gtp/atradefilm.html
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Figure 36 - Film and video production: NSW business size (30 June 2006)
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Source: ABS Cat. No. 8165.0

11.2.4. Employment and incomes

Of all the sectors in the creative industry, film in NSW has the second highest
proportion of total Australian employment market, 47 per cent (Table 45). Employment
in the sector has increased slightly over the last decade. Stronger growth in Australia
than NSW in recent years is consistent with the expansion of the sector in Victoria and
Queensland. Mean incomes have grown slowly in the most recent period.

Table 45 - Film: employment and income

5,426 11,838 0.6% 0.2% 0.6%

$57,570 | $52,129 1.4% 1.1% 1.2% 1.3% 107% | 110% | 110%
Source: CCi based on ABS Census data

11.2.4.1. Geographic spread

Within NSW, employment numbers are largely based in Sydney (93 per cent) and are
particularly concentrated in Inner Sydney, the Eastern Suburbs and Lower Northern
Sydney.® Albeit off a small base, from 1996 to 2006 there was significant employment
growth in the Richmond-Tweed and especially Central West statistical divisions
(growth of 3.5 and 12.2 per cent per annum respectively). Employment in Sydney over
the same period fell slightly each year (by 0.3 per cent per annum).

103 cCi, based on ABS Census data.
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11.3. Government involvement

11.3.1. Federal Government

In 2006-07, the Federal Government provided $170.5m to federal film agencies.’** The
majority of funding went to the Australian Film Commission (31 per cent) and the Film
Finance Commission (41 per cent), with the remaining going to the Australian Film
Television and Radio School, Film Australia, SBSi and the Australian Children's
Television Foundation.

The Federal Government announced a new package of assistance measures in April
2007. The key elements include:

A Producer Offset which provides a rebate of 40 per cent of eligible Australian
production to producers of qualifying feature films and 20 per cent for qualifying
television productions (which includes series, telemovies, mini-series and
documentaries). Feature films require a guaranteed cinema release for eligibility.%
The offset operates as a reimbursement on a ‘pay the $ and we refund them’ basis;

A Location Offset which provides a cash subsidy worth up to 15 per cent of the total
budget of a production based on qualifying expenditure in or on Australian goods
or services; and

A Post-production, Digital Production and Visual Special Effects (PDV) Offset
which provides an alternative, but mutually exclusive, benefit to the Location Offset,
and provides a 15 per cent offset for PDV projects that spend at least $5 million in
qualifying PDV expenditure in Australia. The offset is available for any qualifying
expenditure on a feature film, telemovie, or television mini-series.

These offsets provide different, but larger, benefits to the film industry than the
assistance schemes they replaced. The Producer Offset replaced the 10A and 10B
schemes which provided tax concessions to investors who acquired an interest in
Australian productions, but restricted it to investments in what were designated
culturally relevant and high quality productions. The Location Offset replaced the
Refundable Film Tax Offset (RFTO) which provided a financial incentive for producers
to locate in Australia.

104 AFC, see http://www.afc.gov.

105 The final determination of whether the offset is received is based on Qualifying Australian Production Expenditure (QAPE). The
minimum QAPE for feature films is $1 million, docum