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Survey of Taiwan’s Music Industry

Abstract
Building on the foundations laid by the information and technology industry, the cultural and creative industries (CCI) have become seen as the “fourth wave” of economic progress in recent years. Moreover, the economic clout of Mandarin-speaking people around the globe has become a focus of global attention, especially since the 2008 financial crisis. This influence is not constrained to include only raw economic power, but also the cultural adaptability of nations. 

The Republic of China’s Executive Yuan has given the green light to the Cultural and Creative Industries Development Plan to be executed between 2009 and 2013. This plan provides strategies to develop the strengths and potential of Taiwan’s CCI and to solve problems these industries face. It will also help firms expand their presence in Mandarin-speaking markets and enter other foreign markets. Taiwan aims to serve as a base for these businesses and become a convergence point for the CCI in the Asia-Pacific.

As part of the government’s overall framework for promoting the CCI, the Government Information Office (GIO) is executing plans related to television content, film and pop music. In 2009, the GIO commissioned the Taiwan Institute of Economic Research (TIER) to conduct this survey to gauge developments and trends in the CCI as well as the operations of and current issues affecting the industry. The survey will serve as reference for the government as it works to draw up promotional and other policies for these industries. Enterprises working under the twin pressures of globalization and digitalization will, as a result of this survey, be able to apply new modes of thinking, create new business opportunities and open up new markets. Meanwhile, the survey gives insight into Taiwan’s pop music industry for all readers.

Production value in the complex pop music industry is accounted for by a number of segments. In 2007, the GIO commissioned TIER to conduct the Audio Production Industry Survey. In addition to describing structural changes affecting the industry, the report began to outline the industry chain. As it builds upon this previous study, the Survey of Taiwan’s Music Industry was able to take on a broader range of issues as part of its research. 

This quantitative survey/research report covers the major suppliers and consumers of CCI products, performances and recordings, digital music, copyrights, karaoke, organizers and organizations working to expand the industry. Of 595 enterprises contacted, 395 returned their surveys, for a return rate of 52.70 percent. Those that did not respond had closed, changed the focus of their business, been counted twice, or could not be contacted. For the qualitative survey, 22 industry professionals were interviewed and two symposia held. The resulting report is presented as a reference for the public.

I. Industry’s strong showing not shared by all segments

Statistics provided by the Ministry of Finance’s Financial Data Center show that the pop music industry’s annual sales dropped 7.21 percent between 2004, when they totaled NT$33.8 billion, and 2008, when they totaled NT$31.4 billion. Industry segments fared quite differently from each other, however. On the upside, the “performance” segment ballooned 74.45 percent to NT$3.6 billion, the “talent agent” segment mushroomed 70.75 percent to reach NT$990 million, the “organizer” segment grew 68.76 percent to NT$4.76 billion, and the “creative” segment grew 22.98 percent to NT$530 million. Falling, however, were the “performance venue” segment, which dropped 16.52 percent to NT$530 million; the “karaoke” segment, which declined 21.22 percent to NT$12.8 billion; and the “music entertainment” segment, which dipped 25.99 percent to NT$8.19 billion.
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Data parsed from survey interviews show that each segment sees its state of affairs differently. Although most firms are still formulating policies to respond to the challenges posed by digitalization, those that have adopted a new business model that retains music at the core have seen healthy profits. At present, enterprises are using the following strategies to respond to digitalization: gaining market share in the mainland Chinese concert market; signing agreements on commercial performances around the globe; and working with the film, game and television industries. 

II. Market for recordings falls; performances and talent agents become main revenue sources

The market for recordings continues to shrink. While 890 new Mandarin albums were made in Taiwan in 2007, only 785 were produced in 2008. Sales slipped over the same period by 3 percent to NT$1.29 billion. The business model in use today is clearly different from that used in 1997, when the market for records was valued at over NT$10 billion.
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The main sources of revenue today for the pop music industry are the “performance” and “talent agent” segments. Both concerts and other commercial performances (such as Lunar New Year banquet performances, New Year activities, and music festivals, as well as artists’ being featured in advertising campaigns) have gradually become an important source of revenue. More than 80 concerts were held in Taiwan in 2008. (This figure covers mainly those of artists performing in a Sinitic language.) Over 375,000 people attended these shows, and ticket sales garnered NT$830 million. Despite difficulties in ascertaining the true size of a market, interviewees suggested that at least twice that amount remains untapped.

III. Record labels play a leading role as integrators

Although the business model that has record labels at its core is failing, the experience of foreign labels shows that if record companies can metamorphose into “music entertainment” firms, they can play a key role in collaborating with other industries and investing in talented musicians. As has been observed by many in the industry, Taiwan’s strengths are its ability to produce lyrical and musical compositions and its people’s acceptance of other cultures. However, if lyricists and music producers do not partner with record labels and benefit from the value-added services of management and sales that they offer, the industry cannot thrive. For Taiwan to retain its edge in the Mandarin pop market in the coming years, it must find ways to keep record labels in Taiwan so that they can continue to cultivate top acts.

Based on capital source and business model, music entertainment companies in Taiwan can be divided into “global,” “local” and “indie.” Of global labels, the main ones are Universal Music Taiwan, Warner Music Taiwan, Sony Music Entertainment (Taiwan) and Gold Typhoon Music. Rock Records Co., Linfair Records, HIM Inc. and Forward Music Co. are local labels, while B’in Music, Enjoy Music, White Wabbit Records and Seed Music are indie labels. 

IV. Production value of NT$7.062 billion; value added considerable but difficult to estimate

The quantitative survey shows that the production value for the pop music industry is NT$7.062 billion. Of this, 45 percent, or NT$3.215 billion, is accounted for by record labels. Performances and the organizing business provide 25 percent, or NT$1.747 billion, and digital music service providers 13 percent, or NT$936 million. Karaoke and sing-along recordings bring in 12 percent, or NT$826 million, and copyrights retailed by music agencies 5 percent, or NT$338 million.
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The pop music industry has tremendous potential for growth, but how development will proceed remains unclear. For example, it is difficult to predict the revenues that can be generated from concert tie-ins, artist performances arranged by agents, entertainment and dining sales at clubs, tourism tied to large music festivals or concerts, and cooperation with broadcast media, telecommunications service providers and mobile phone service providers. 

V. Outlook for the industry

Questionnaires returned for this survey indicate that the pop music industry will grow 3.67 percent in 2010, with production value reaching NT$7.321 billion. Growth will continue over the next three years thanks to the use of new business models. In the short- to medium-term, digital music and performances will remain the top revenue producers. Different segments of the industry are shaping up as follows:

A. Record labels: Either little-affected or a large-scale decline

Already at a low, the recording industry looks set for stability at its current level. Record labels are in a period of transition, however, and face a steep decline if they do not come up with new business models.

B. Digital Music: Moderate to rapid growth
Digital music is gaining popularity in Taiwan as it is globally. A plethora of new media forms and platforms are being developed that will allow it to become more widespread.

C. Peformances: Moderate to rapid growth

Within 10 years, performances will account for the lion’s share of industry revenue. Indie music and the burgeoning concert market in mainland China are creating new business models and opportunities, among which are the Golden Melody Week, music festivals and music-themed tourism.

D. Musical copyright licensing: Potential for growth
The potential uses of and revenues derivable from music copyrights hinge upon a number of issues, such as determining how to obtain reasonable copyright-use fees and resolving intellectual property rights issues in mainland China. Resolving these two issues will boost revenue. Another concern that will need to be addressed if enterprises employ proactive strategies is that of promoting cooperation with firms and individuals outside the music business. This includes partnering with mobile phone service providers, telecommunications service providers, and film and television investors; having music or musicians used in advertisements; and developing background music for use in video games. These moves will inject new life into the pop music industry.

VI. Industry analysis

In the 1990s, mainland China saw impressive economic growth following its reform and opening up. Results were achieved quickly, but developing culture takes much longer. The mainland has not caught up to Taiwan in terms of musical taste, creativity, packaging and marketing, making these Taiwan’s relative strengths. Artists launched in Taiwan, even if they hail from Malaysia or Singapore, tend to attract greater attention in mainland China than do mainland singers because of Taiwan’s work in producing and packaging them. Taiwan’s brands are the leaders among Mandarin pop music labels. As such, singers who sign with Taiwanese labels have a much greater chance of success.

When five leading record labels introduced pop music to Taiwan in the 1990s, they introduced programs to train talented professionals, planning and promotional strategies and a marketing network to the industry. This led to Taiwan’s commanding a near-monopoly in the market for Mandarin pop. Artist training is much more thorough in Taiwan than in the mainland. Those in the industry have shared that Taiwan’s artists are easier to work with and more professional than their mainland counterparts. When singers do not exhibit these qualities, it often proves a stumbling block for record labels.

Despite the edge that has given Taiwan pride of place in a number of areas in Mandarin pop music, Taiwan’s market cannot compare with that of mainland China for size. This has been a handicap to the industry. Though many mechanisms it needs are as yet undeveloped, mainland China will sooner or later make progress toward its goal of developing Mandarin music as a cultural industry. 
For the CCI to thrive, cooperation and communication are needed. Taiwan and mainland China are highly interdependent: the mainland needs Taiwan to produce pop music, while Taiwan needs the profits obtainable in mainland China because of its large market. As exchanges may uncover some spark or create resonance, allowing mainland artists to come to Taiwan, in stages, for cultural exchanges not only will help the mainland cultivate high-quality singers, but also will retain Taiwan’s edge in pop music and culture afterward. 

VII. Key issues and future prospects

All of the challenges and changes Taiwan’s Mandarin pop music industry is facing must be handled by keeping music at the core. Physical recordings are no longer the only way music is distributed, but rather have become a collector’s item or souvenir. Good music is so partly because it comes in high-quality packaging. People’s love of music is unlikely to change despite other transitions that may take place. Regardless of what techniques or approach they use, musicians must focus, then, on creating high-quality music. Taiwan has a good environment for the unimpeded creation of music, and information from around the world is readily available via a number of media forms. Such a backdrop has proven to be an effective incubator for talented, creative individuals. 

Digital music has become an indispensable part of life in the 21st century. Digitalization has made it easy to access music while also bringing huge changes to the industry. Since the beginning of the decade, Taiwanese firms’ moves to enter the mainland Chinese market have been the focus of much attention. Survey results indicate that structural problems brought on by digitalization, and how Taiwan’s pop music industry is to expand its presence in the mainland Chinese market, remain the topics of most concern to the industry.

A. Changing modes of thinking and new profit models

Post-digitalization, the music industry has had to create new profit models. Solutions have included working with the telecom industry, holding concerts and employing talent agents. Interviews show that pop musicians have spent the last few years feeling out their way forward and moving in what they feel is the right direction in the Mandarin music market. Amid these changes, Taiwan’s government must adopt new modes of thinking so that it can see the industry’s future from a broader and more forward-looking perspective than the industry itself does. In the past, pop music was focused on the contribution of CD sales to the bottom line—a style of linear thinking used in manufacturing—but the global trend toward digitalization has shaken up the industry. Earning greater revenues from cross-segmental cooperation is contingent upon adopting new ways of thinking, while the mainland Chinese market is a factor that Taiwan cannot afford to ignore.

B. Preventing talent outflow by transforming Taiwan into a Mandarin-music mecca

If Taiwan’s pop music industry is to be fully opened up, every link and every person in the value chain must work to further consolidate Taiwan’s status as a Mandarin-music mecca. Interviewees in mainland China and musicians in Taiwan agree that Taiwan’s singers are the industry’s standard-bearers. As such artists have the greatest media visibility, introducing Taiwan’s brands to different markets and having more artists get their start here are key issues. Because so many artists are launched from Taiwan, related personnel, resources and mechanisms are based here as well. The status that Taiwan enjoys today in the industry is not something that can be created overnight, even if pop music centers are built.

An open and free environment helps to nurture creativity. Taiwan boasts this, well-equipped production facilities and a mature music industry. The Golden Melody Awards are known for being fair, and the word “Taiwan” carries a great deal of weight in the pop music industry within Mandarin-speaking areas of the world. Singers from the mainland, Singapore, Malaysia, Hong Kong and Macau all come to Taiwan to be prepped for the world market. Training in Taiwan has come to be seen as a badge of honor, while singers who get their start in Taiwan command a considerable percentage of the market in Mandarin-speaking areas. 

Music industry professionals interviewed in Taipei and singers in the mainland agree on the importance and professional nature of the Golden Melody Awards. However, the Awards themselves should not just be a pretty, red-carpet ceremony, and activities held during Golden Melody Week must increase in scope to include items of particular relevance to the industry. Events such as annual symposia, trade fairs and composition competitions could transform the Awards from just a media event to something of practical use to the industry. Such events would make Taiwan the focus of media attention on Mandarin music in Asia and around the world. 

Chinese-language musical talent contests would result in a greater variety of music being produced in Taiwan. This, in turn, would affirm Taiwan’s ability to produce music as well as its consumer market for music while also solidifying the position of Taiwan’s brands. Trade fairs would infuse new life into the music market and create new opportunities for artists to perform. Local music fans, meanwhile, would be treated to a greater variety of performances, perhaps making the “slow season” a thing of the past for large venues. Activities, competitions and trade fairs would also benefit the local media and tourism industries. Increasing the number and expanding the scope of events associated with Golden Melody Week can bring the event to a whole new level.

C. The growing popularity of indie music

Over the past few years, music festivals of all sizes and the appearance of clubs have helped indie music explode onto the scene in Taiwan. The unstoppable creative power of this market segment is also very exciting. A number of pop singers and groups got their start in indie music, including Mayday and Cheer Chen. After being signed by mainstream record labels, such artists have been able to focus their efforts on creating pop music in their own style. 

If, however, underground indie groups and those just getting their start in music are unable to commercialize their creations, it can only hurt them. Cutting a record has long carried more symbolic meaning than turning a profit, but artists must be able to create marketable work in order to progress. As such, singers and groups must eventually team up with a record label and leverage its strength in order to remain viable in the industry. 

Large record labels develop long-term plans for the acts they are managing. They also employ capital wisely and effectively and employ professional agents to plan singers’ tours and activities. Record labels’ distribution networks bring indie music to the market, while their well-oiled marketing machinery can build momentum for new musical styles. Gaining market acceptance is the only way indie music can survive. After it has become accepted as a new type of pop music, indie music can create new styles. Keeping this virtuous cycle going is the only way Taiwan’s pop music industry can retain its edge.

D. Market mechanisms drive the industry, while the government creates a suitable environment

As seen in the examples of South Korea and the United Kingdom, the government must take a leading role in promoting a nation’s economic development. The government’s role is not to direct industry, however, as the market mechanism plays a large role. Rather, the government should work with the market mechanism to provide an environment conducive to the industry’s growth. The pop music industry is like a baseball game: it requires the interplay of two parties—a government and a consumer base. Pop music cannot rely solely on the government’s “pitches” to finish the game, it needs the people who make up the market to “hit the ball” for the game to work. As pop music is part of pop culture and not the traditional arts, it must be made acceptable to people to garner market-based returns. To achieve this, a greater number of practical policies will be drawn up and committees formed to bring Taiwan’s pop music to more Mandarin speakers. 

The GIO has drawn up a plan to help the pop music industry develop. This plan includes talent cultivation, cultural heritage preservation, R&D and promotion and international marketing programs. Among the practical measures to be taken are arranging for joint musical performances to be held by Taiwan and mainland China, providing monetary incentives for singers and groups to perform and participate in music-related activities in the mainland, and allowing mainland singers to come to Taiwan. Those in the industry will also be encouraged to cooperate with people in other segments of the creative industry and to produce cultural goods with a musical flavor. It is hoped that Taiwan and the mainland can come to agreement on how to protect intellectual property rights at the soonest possible date. 

Public investment of NT$15 billion between 2010 and 2014 in the film, television and pop music industries is expected to result in Taiwan’s dominance in Mandarin-speaking markets and unprecedented growth in all of these industries.

Appendix

Pop Music Industry Life Cycle Curve
Life cycle curves show whether an industry segment is growing or declining. Businesses in the “introduction” stage need government support in key areas, while those in the “growth” stage need strategic incentives. “Mature” firms require help to maintain their position, and “declining” ones demand a great deal of aid to work through problem areas. Public support can infuse new life into the entire industry chain, allowing Taiwan to retain its position as the center for the production of Mandarin pop music.

Industry segments now in the “introduction” phase include “other performance venue operations” and “arranging artistic performances.” These are comprised generally of small enterprises offering “experiences” and readily reacting to overall market trends. 

Growth segments include “film recording,” “costume design,” “lighting design,” “musical performances” and “talent and model agents.” These areas are making the most of global expansion opportunities provided by the growing popularity of concerts and music entertainment firms’ work to transform themselves.

Mature segments include “show planning and performance agent,” “other creative,” “theatre and dance groups” and “music hall operation.” Changes in the macro environment have caused growth in these areas to stabilize.

Declining segments include “laserdisc publishers,” “CD publishers,” “copyright agents” and “karaoke parlors.” Hit by digitalization and globalization, production value for these areas has plummeted. This has played havoc with the overall structure of the industry. With the different industry segments so highly interconnected, the focus now needs to turn to strengthening record labels so that they can lead a move forward based on new business models.

Fig. 4 Pop Music Life Cycle Curve
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