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Introduction 

This chapter examines the Chinese government’s investment in the cultural industries in China 

that relate to music. It argues that this investment has fostered horizontal integration across 

music content and technology industry boundaries in this country. By examining the role of the 

Chinese government in developing creative industries via financial subsidies and other forms of 

infrastructure support, an important difference in cultural industry policy between China and 

many countries in the West is outlined. Specifically, China’s top down policy approach (Zhu, 

2009; Cai et al, 2006) and censorship of digital content (Street, 2012; De Kloet, 2010) contrasts 

starkly with the emergent ‘bottom up’ paradigm (Hracs, 2012: 455-56; Young and Collins, 2010: 

344-45; Hesmondhalgh, 2015) that has arisen is a number of countries in the West. The question 

of how these music industries have been affected by digital distribution, and how this has led to 

business innovation and disruption in the music industries, has necessarily been accompanied by 

discourse relating to the freedom of speech and expression, as well as human rights in China 

(Keane, 2013).    

 

This is perhaps best exemplified by the example of Google’s failed attempt to use free music to 
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gain market share from the popular search engine Baidu in China (Schroeder, 2009). This 

chapter in part examines this case and the way in which Google attempted this initiative due to 

the high level of piracy in China and the way in which Baidu was facilitating piracy in order to 

gain market share. This chapter has four parts. Part 1 outlines the emergent ‘bottom up’ 

paradigm that has been facilitated by the internet. It then examines the historical role copyright 

laws have played in contemporary China’s music industries based on the work of Zhang (2012). 

Part 2 discusses these laws in relation to the Chinese government’s development of the creative 

industries via financial subsidies and other forms of infrastructure support, with particular regard 

to the role music plays in the People’s Republic of China’s soft power campaigns, while Part 3 

examines Google’s attempt to use free music to gain market share. Finally, Part 4 argues that the 

Chinese government’s investment in the music industries has fostered horizontal integration 

across music content and technology industry boundaries in this country. In terms of research 

design, a mix-method approach is used (Mingers, 2001, p. 241). This chapter features a case 

study, semi-structured interviews, as well as the provision of available statistics. The list of 

interview subjects is available in Appendix 1. In total two in-depth interviews were conducted 

for this chapter. The interview subjects were chosen due to the unique perspectives they have on 

the Chinese music industries.  

 

Part 1: Context and background: Web utopianism, the bottom up paradigm and copyright 

anarchy 

In this chapter, the ‘bottom up paradigm’ refers to a certain type of web utopianism that stemmed 

from the internet’s (only partly realised) promise to connect artists directly to fans. Prior to this, 

the major record label system dominated because the major companies had unrivalled control 



3 
 

over, and access to, distribution, sales and marketing resources. For this reason, Hesmondhalgh 

(2015) notes that:  

There were good reasons to see the proliferation of digital platforms for promoting, 

discussing, sharing, and selling music as a catalyst for a renewed wave of musical 

independence. In the digital media environment, independent musicians have been 

granted considerable creative control and, in many cases, a new ability to retain 

ownership of their copyrights. Armed with home studios and internet connections, it 

is possible for aspiring recording artists to self-produce and self-release sound 

recordings. (p. 7) 

In many Western countries, artists are able to access digital music retailers such as iTunes and 

Google Play as well as video platforms such as YouTube, Vimeo and Vevo. In addition, 

streaming sites such as Bandcamp, SoundCloud and Spotify, along with social media sites such 

as Facebook and Twitter, mean that new artists, as well as established ones, can release their 

music directly to their fans. Furthermore, fan email lists collected at live performances and via 

direct to fan ticket sales (meaning that artists retain the fan data instead of ticketing companies) 

that are facilitated by companies such as Music Glue, Nimbit and Topspin through ‘fan 

management,’ sales, and marketing, further bolster the potential of the ‘bottom up age’. In 

contrast to the ‘flattening’ of the music marketplace to which bottom up refers, ‘top down’ in this 

context refers to the more hierarchical structure of a major label dominated recording industry. 

However, in relation to arguments concerning this flattened structure, Hesmondhalgh (2015) 

posits: 

What is typically missing from such accounts is recognition or understanding of 

decisive ways that music industry power remains tied to access to capital, financing, 



4 
 

and marketing support, and how this has allowed for the continued dominance of the 

majors across platforms old and new. In the digital era, the corporate structures that 

independents work through and against have become increasingly complex. (ibid) 

In a sense, in many Western countries major labels have become more ‘reactive’ by waiting to 

see which artists show signs of exponential growth after engaging with fans directly, then they 

swoop and sign these artists to help them further build their careers.1 Therefore in this way 

‘bottom up’ and ‘top down’ are not exclusive opposites but instead work together. As 

Hesmondhalgh continues: “This new version of indie culture has been readily accommodated 

inside neo-liberal capitalism, as labels and artists have remade themselves according to the 

requirements of new music industry gatekeepers.” (p. 8) He also notes that: “Google’s interest in 

and influence over the digital music industry is likely to grow. For example, Google recently 

acquired music streaming and recommendation site Songza.” (p. 9) In the context of China 

however, Google’s influence on the music industries is blocked, home-grown search engine 

Baidu dominates in its place, and indie culture is not as readily accommodated inside neo-liberal 

capitalism, but is instead at times subject to intense scrutiny and censorship by the government. 

This presents challenges to the notion of the ‘liberal artist’ (Wiseman-Trowse, 2008) in this 

country.  

 

Therefore ‘top down’ in the case of China has a very different meaning in this chapter; it refers 

to governmental policy, investment, and censorship, rather than a hierarchical recording industry 

structure that is dominated by major labels. However, while there is more of a top down 

governmental influence on the music industries in China, the issues surrounding censorship and 

                                                
1 This point was made by Marc Marot and Keith Harris during a panel discussion at the Vienna Music Business 
Research Days conference in Vienna in October 2014.  
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governmental influence are more nuanced than they first appear. For example, De Kloet (2010), 

who examines Chinese rock music both within the music industries and in terms of its 

relationship to Chinese politics, notes that: 

 

Both sonic as well as political realities in China are more complex and contradictory than 

we may at first realise, and hence refuse to be essentialised into monolithic meanings or 

labels like ‘rebellious’ and ‘totalitarian,’ or to be contained in fixed dichotomies like official 

versus unofficial or resistance versus compliance. (2010, p, 16-17) 

 
However, despite the need to avoid sweeping generalisations that stem from essentialism in this 

context, the Chinese government has a major influence on the music industries in China. Both 

Baranovitch (2003) and Montgomery (2009) examine the relationship between Chinese politics 

and Chinese music culture and industries. Baranovitch (2003) argues: 

New technologies and a changing media environment have not necessarily diminished the 

state’s interest in popular culture as a tool for propaganda. Rather, the Chinese Government is 

adapting strategies of influence and control to function in an increasingly market-driven 

environment (p. 271).  

It is obvious that the Chinese Government generally considers music culture, and its related 

industries, to be a tool for political communication and propaganda. Thus, the Chinese 

Government has continuing power over key music distribution and promotion channels, such as 

publishing, the internet, audio-visual, mobile phones, concerts, radio, and television 

(Baranovitch, 2003). Montgomery (2009) addresses the influence of Chinese politics on China’s 

music industries in the following way:  

 

[The Chinese Government] has maintained control over access to commercial opportunities, 
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through control of the broadcast media, regulations requiring permits for large-scale 

concerts and the need to obtain publishing licenses for legal sales of music, the Chinese 

government has been able to limit the commercial viability of artists it does not explicitly 

endorse. (2009, p. 4)  

This suggests that while copyright is arguably the foundation of the creative industries in many 

Western countries, and ‘top down’ refers to who controls the most valuable copyrights, the 

interests of ‘cultural soft-power’ are the main driver behind the government’s top down 

investment in the creative industries in China.  

A number of scholars accept the viewpoint that copyright law provides the foundation for the 

music industries in the West (Wikström, 2009; McIntyre, 2012). The creative industries are 

sometimes also called the ‘copyright industries’ in several Western countries, such as Australia 

and the U.S. (The Allen Consulting Group, 2001; Economists Incorporated, 2009). However, 

copyright regimes have been forced to evolve dramatically in the entertainment and technology 

sectors, including within the music industries (McIntyre, 2007). According to Liu (2010): 

“copyright law was originally designed for a brick-and-mortar world where commercial 

intermediaries played a central role in developing distribution channels and exploiting 

copyrighted works” (p. 622). However, while the internet has made the enforcement of copyright 

law in many Western countries more challenging, prior to the internet, the enforcement of 

copyright law in China was already very challenging.  

 

To further understand the role of copyright law in China’s music industries, we will briefly 

examine the history of copyright law generally and specifically in China. Wikström (2009) notes 

that: “the English law which went into force in 1710 marks a shift from a system where printers 
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were able to print books without compensating the authors for their creative labour, to a system 

where the author would have the exclusive right to reproduce books” (p. 18). The most important 

legislation in international copyright law is the Berne Convention, which was established in 1886 

(ibid). In contrast to this, the activities of cultural products protection and the concept of 

copyright appeared in China earlier than it did in many countries in the West, which makes the 

comparative lack of copyright law in contemporary China somewhat ironic. Regarding the origin 

of Chinese copyright, Zhang (2012) states:  

 

The activities of cultural products protection and the concept of copyright in China 

can be traced back to the Song Dynasty (A.D. 960-1279) when publishers stated on 

the last page of a book that reproduction was prohibited. Violators who copied 

manuscripts without the consent of publishers were subject to fines, corporal 

punishment, and having their printing equipment destroyed. (p. 2)  

 

Zhang (2012) notes that the development of the Chinese copyright system experienced three 

official copyright codes prior to the 1990s: first, the copyright law of the Qing Dynasty (1910); 

second, the copyright law of the temporary Northern Warlords Government (1915); and third, 

the Copyright Law of the Republic of China which was developed by the Nationalist 

Government (1928) (p. 2). The Copyright Law of the People’s Republic of China was passed in 

1990 and was amended in 2001 (Liu, 2010; Montgomery and Fitzgerald, 2006). Similar to that of 

most countries in the world but with slight differences, Copyright Law in the People’s Republic 

of China set out the general guidelines on the protection of copyright owners’ rights, such as who 

owns copyright and what the rights possessed by them are (Zhang, 2012, p. 3). 
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Zhang (2012) outlines the background for the establishment of the Chinese copyright system 

during the last three decades of the twentieth century:  

The People’s Republic of China realized the importance of a solid legal system to 

protect its mixed economic model and to maintain political stability. In addition to 

this internal consciousness, external pressure from Western countries and 

international organizations played essential roles in the process. (2012, p. 1)  

Therefore the legal position in relation to copyright law within China has moved closer to the 

Western model and the Chinese have started to accept the more individualized and 

commercialized notion of intellectual property rights due to this external pressure (Montgomery 

and Fitzgerald, 2006).  

 

Yet despite copyright law within China moving closer to the Western model, copyright piracy is 

a major issue in China, one that has greatly influenced the local and international music 

industries in this country. For example, Liu (2010) examines “empirical evidence on how the 

Chinese music industry has adapted and developed in the shadow of a virtual copyright anarchy” 

(p. 623). He argues that copyright piracy has influenced the creative process of China’s music 

industries:   

 
Most importantly, as copyright piracy obstructs the communication of consumer preferences 

to musicians, an increasing number of musical works are created to accommodate the tastes of 

entrepreneurs (e.g., sponsors and advertisers) rather than those of average consumers, and this 

has caused a fundamental shift in the creative process of the Chinese music industry. (Liu 

2010, p. 624) 
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Liu (2010) also states that copyright piracy has influenced the revenue streams of the entire 

music industries in the following way: 

 
The competition from low-priced pirated works both online and offline undercuts stable 

income from royalties, Chinese musicians have witnessed the entire music industry becoming 

increasingly dependent on alternative revenue streams such as advertising, merchandising, 

and live performance. (ibid, p. 623) 

 
The copyright environment has also greatly influenced the international music business in China. 

Montgomery (2009) states that: “a difficult copyright environment, combined with the Chinese 

government’s continuing power over key distribution and promotion channels, including radio, 

television, publishing and concerts, have been key factors in the failure of international labels to 

secure a dominant position in China’s rapidly developing domestic music market” (Montgomery 

2009, p. 36). Therefore the issues surrounding copyright law in China are complex.  

 

Part 2: Propaganda and cultural soft power 

While the People’s Republic of China (PRC) realized the importance of copyright and a solid 

legal system to protect its mixed economic model and to maintain political stability, the PRC is 

arguably also motivated to subsidize and support the creative industries because they are 

instrumental sources of cultural soft power. In this context, the music industries produce useful 

‘symbolic goods’; Chinese government subsidies are forms of state directed propaganda. This 

propaganda seeks to obscure China’s oppression of freedom of expression in political spheres, 

and its suppression of ethnic minorities and alternative sources of collective authority within the 

country. In order to further understand the motivations behind government subsidies in China, 

Bilton and Leary’s (2002) definition of the creative industries based on ‘symbolic goods’ is 
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useful. They note that:  

 

‘Creative industries’ produce ‘symbolic goods’ (ideas, experiences, images) where 

value is primarily dependent upon the play of symbolic meanings. Their value is 

dependent on the end user (viewer, audience, reader, consumer) decoding and finding 

value within these meanings; the value of ‘symbolic goods’ is therefore dependent on 

the user’s perceptions as much as on the creation of original content, and that value 

may or may not depend on their ‘potential for wealth and job creation’. (Bilton and 

Leary, 2002, p. 50)  

 

This idea, that the creative industries produce ‘symbolic goods’, can be used to understand the 

Chinese government’s motivations for supporting the creative industries by setting up music 

industry parks and the like. Keane (2013) argues that one of the most important purposes for the 

development of China’s creative industries was to improve China’s ‘cultural soft power’. He 

states: 

Major events, such as the Beijing Olympics and the Shanghai World Expo have 

showcased China’s creative accomplishments, which the national government 

promotes as ‘cultural soft power’. Annual festivals, such as Beijing International 

Cultural and Creative Industries Expo, the Shenzhen Cultural Industries Expo and the 

Shanghai Creative Industries Activities Week attract entrepreneurs, investors, 

academics, policy makers, spectators and practitioners. (2013, p. 1) 

 

According to Keane, China has developed the creative industries and promoted China’s cultural 

soft power through musicians such as Lang Lang and Li Yundi (Keane, 2013). He states: 
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Long regarded as trouble-makers, artists are rewarded for contributions to the national 

soft power campaign. Filmmakers such as Zhang Yimou and Jackie Chan (Cheng 

Long) present a brand-new image of China to the World’s audiences while high-

profile dissidents like Ai Weiwei and Liu Xiaobo remind the World that the new 

branding has some way to go. (p. 1-2) 

For the purposes of cultural soft power, the Chinese government assisted the development of 

the music industries by constructing state music industry bases, such as those in Shanghai, 

Beijing and Guangdong. Keane (2013) notes:    

The construction of hundreds of creative clusters, parks, bases, zones, precincts and 

incubators, often situated around the fringes of cities, provide spaces to work and 

opportunities for exhibition, production and interactive learning. (p. 2) 

Keane’s (2013) viewpoint on the improvement of China’s cultural soft power through the 

creative and music industries is significant. It suggests that there is clear convergence between 

culture/music, economics and politics in China.  

 

The value of the symbolic goods generated by China’s creative industries is dependent on user’s 

perceptions, as well as on the creation of original content, though their value is arguably tied 

more to the Chinese government’s soft power campaigns than to the potential these industries 

have for wealth and job creation. Therefore in a sense the issues relating to copyright protection 

are secondary to these cultural soft power campaigns. Yet while the music industries are used for 

the purposes of cultural soft power, a by-product of the government’s top down policies relating 

to the music industries is that major online music business firms were established in China 

during the late 1990s and early 2000s, and these have generated jobs and wealth within China’s 

music industries. These companies include 9sky (9sky.com 1999), Wanwa (wangwa.com, 2000), 



12 
 

A8 Music Group (a8.com 2000), 163888 (163888.net/www.ifenbei.com/fenbei.me 2003), 

Top100 (ju jing, top100.cn 2005), the Alliance of Digital Music Distribution (taijoy.com 2005), 

Baidu MP3, and Kuro’s P2P (Sun 2006, 2007; Li 2006). These digital music firms assisted the 

digital music industry’s development during this period. 

 

Online digital music began to enter the sphere of music commerce and transmission from 2003 

onwards in China (Sun, 2006; Li, 2006). Due to the intensive involvement and integration of 

digital computing and telecommunication technologies into/with the physical recorded music 

industry and the digital music industry, the systems and structures of China’s music industries 

became more complicated. The mobile music industry began to appear during the early 2000s 

(Yao, 2007), meaning that it emerged later than the online music industry in China 

(Montgomery, 2010). According to Wang (2012), the polyphonic ringtone was first tested in 

2003 by the China Mobile Group (CMG), as well as by the Taihe Rye Music Firm (TRMF). The 

China Mobile music website ‘www.10086.cn’ (formally named www.12530.com) is the largest 

online music store in China. Established in 2009, it offers mobile ringtones for payment (Sun, 

2006). In addition, due to its facilitation of digital piracy, web search company Baidu also 

emerged as a default music ‘store’ from 2000 onwards.  

 

Part 3: Google China, Baidu and the ‘free music’ battle 

‘Free’ digital music has played a key role in the dominance of the search engine Baidu in China 

(Schroeder, 2009). Google China realised that if they were to compete with Baidu, they too 

would need to offer free music to encourage the Chinese population to use their search engine 

instead (ibid). The fact that Sony Music, Warner Music, EMI and Universal Music at the time -

2009 - were willing to split the advertising revenue share with Google was interesting in terms of 



13 
 

how “very different business models could be arranged with the major labels, depending on the 

state of the market.” (ibid) This was particularly interesting with regard to the initial ‘free music’ 

debates that surrounded Napster in the late 1990s and early 2000s. Regarding definitions of 

‘free’ generally, Anderson (2009) notes that:  

‘Free’ can mean many things. And that meaning has changed over the years. It raises 

suspicions, yet has the power to grab attention like almost nothing else. It is almost 

never as simple as it seems, yet it is the most natural transaction of all. (p. 17)   

Google itself is a ‘free’ search engine, however, as Anderson notes, each time a user searches on 

Google, they are helping Google improve its ad-targeting algorithms (ibid: p. 28):  

In each case, the act of using the service creates something of value, either 

improving the service itself or creating information that can be useful somewhere 

else. Whether you know it or not, you’re paying with your labour for something free. 

(ibid: p. 29) 

Google planned to use recorded music to increase this process of value creation in China.  

 

The background to Google’s attempt to use free music to gain market share involves Napster. 

Regarding the impact the internet had on the recorded music industry overall, and specifically 

Napster’s impact on the music industries, Goodman (2010) notes: “record industry greed made it 

easy for Napster to argue it was an antidote to a corrupt and terminally unhip industry” (p. 268). 

While in some quarters this development was couched in a way that involved counter-cultural 

and anti-capitalist notions that music should be free, there were in fact more powerful capitalist 

interests at play than the “terminally unhip” (ibid) record labels. This was brought to light when 

Napster caught the attention of heavy metal band Metallica in early 2000 because an unfinished 
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version of their new song “I Disappear” appeared on the site, was downloaded and aired by radio 

stations. Goodman (2010) continues:  

Band managers Cliff Burnstein and Peter Mensch immediately recognized 

that Napster could undercut the entire music business by making the site 

attractive not just to internet users but to Silicon Valley venture capitalists 

who wouldn’t care whether it was stealing, only whether it was a winner, 

and use it to cherry pick the music industry’s assets. (p. 269) 

Therefore the motivations for ‘free music’ became driven more by the interests of Silicon Valley 

venture capitalists than by the anti-capitalist ‘free music’ arguments. This was also the case in 

China when Google attempted to use free (albeit legitimately licensed) music to gain market 

share. However, the situation in China was somewhat inverted because the recording industries’ 

assets were already undermined by rampant piracy and a lack of effective copyright laws (see 

Montgomery 2009, p.36) and so Google’s proposed free music campaign was an incremental 

development on earlier iterations of free music/piracy based business models.  

 

Music industries innovation in this instance is a subordinate form of innovation to that generated 

by Silicon Valley venture capital and the companies, such as Google, that were established using 

it. To reiterate this point, with regard to the initial establishment of Napster in the late 1990s, 

Metallica’s fears were well founded when Silicon Valley venture capital firm Hummer Winblad 

bought a 20 percent stake in the company for $13 million (ibid). Lars Ulrich, Metallica’s 

drummer, argues in relation to Napster: 

One of their major arguments is that record companies are greedy. Fair 
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enough. Record companies are greedy – we can agree on that. But you 

cannot sit there with a fucking straight face and tell me you want to take it 

away from the record companies and then give it to all these other 

organizations who are gonna be less greedy. (ibid)  

Google’s attempt to use free music to gain market share in China involved a similar approach: 

Sony Music, Warner Music, EMI and Universal Music, as the four major labels at the time, were 

willing to license their catalogues for use in attracting attention to Google’s search technology. 

Therefore whilst their interests were aligned with Google’s, they were also subordinate to them.   

 

As many Western countries grapple with the issues caused by the Internet, so too does China, but 

in a more top down way. As was made evident by Google China’s attempt to use free music to 

gain market share in China, copyright is not as central to the resulting convergence between 

different sectors of the media and creative industries in China. In China, the issues relating to the 

regulation and enforcement of copyright law are subordinate to issues relating to censorship. 

Discussing Google’s failed attempt to emulate Baidu’s model, Schroeder (2009) notes: 

In a country where (IFPI claims) 99 percent of all music files are pirated, the major 

record labels are happy to get at least an advertising revenue split with a popular 

search engine in exchange for giving out music for free. It’s a necessity, really; to be 

able to compete with Baidu, which also offers music downloads (the legality of 

which is, however, disputed) and holds over 60 percent of the search market … 

Google is splitting the advertising revenue share with Sony Music, Warner Music, 
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EMI and Universal Music, but such deals are unlikely to happen in countries other 

than China.2  

However, although Google attempted to use a progressive approach to music licensing in order 

to increase its Chinese market share, the attempt was doomed to failure: 

U.S. technology giant Google announced on September 21 [2010] that it would shut 

down its China-only music download service on October 19. Citing Google Music 

Search’s failure to attract users, the company said on its blog that it would transfer 

resources to other products. The decision marked Google’s latest setback in the 

Chinese market.3 

In May 2011, Baidu launched a similar music service entitled ‘Baidu Ting’ that also features 

deals with record companies to offer free music. In addition “Google’s clashes with Chinese 

authorities over censorship have left Baidu in a powerful position, with about 80 percent of the 

country’s internet search market, even though it is known to heavily censor its search results.” 

(ibid) Therefore censorship and the issues relating to the freedom of expression in China are 

central to music business innovation there. The fact that the Chinese government now blocks 

many of the most popular websites in the world4 has a direct impact on music industries 

innovation in the country. The following sites are now blocked in China (as at October 16, 

2014):  

                                                
2 http://mashable.com/2009/03/30/google-china-free-music-downloads/ accessed 12.4.13. 
3 http://freedomhouse.org/cmb/69_092712#.VAO7h7ySyQc, accessed 12.3.13. 
4 https://www.techinasia.com/list-of-websites-blocked-in-china-by-great-firewall/ accessed 15.12.14. 
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Social media: Twitter, Facebook, Google+, Google Hangouts, Google Blogspot, 

WordPress.com, Line, KakaoTalk, TalkBox, selected Tumblr sites, FC2, 

Soundcloud, Hootsuite, Adultfriendfinder, Ustream, Twitpic, Instagram. Newspapers 

and media: New York Times, New York Times Chinese, Bloomberg, Bloomberg 

Businessweek, BBC Chinese, Chosun Chinese, WSJ, WSJ Chinese, Flipboard 

(international version only), Google News, YouTube, Vimeo, Dailymotion, 

LiveLeak, Break, Crackle, selected international Wikipedia pages, selected Chinese 

Wikipedia pages, Wikileaks, BBC news and radio. Search engines: Google, 

DuckDuckGo, Baidu Japan, Baidu Brazil, Yahoo Hong Kong, Yahoo Taiwan. Work 

and productivity: Microsoft OneDrive, Dropbox, Slideshare, iStockPhoto, Google 

Drive, Google Docs, Gmail, Google Translate, Google Calendar, Google Groups, 

Google Keep. Online tools: Flickr, Google Play, Google Picasa, Feedburner, Twitter 

URL shortener, Google URL shortener, Bit.ly, Archive.org, Pastebin, Change.org, 

4Shared, The Pirate Bay, OpenVPN … Google blocklist in full: Google search, 

Gmail, Google Drive, Google Docs, Google Play, Google Translate, Google 

Calendar, Google Picasa, Google Groups, Google Keep, Google Voice, Google 

Wallet, YouTube, Google Earth, Google Earth, Google Chrome homepage, Google 

Code, Google Blogspot, Google Feedburner. (ibid) 

The Chinese government’s system of web censorship has grown in scope in the past decade 

(ibid). This has a strong affect on music industries innovation there as sites that are innovative 

and popular in other countries are blocked, while sites that are arguably less innovative and less 

popular in other countries are accessible in China. In addition, any site could be blocked at any 
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time and therefore this presents an added risk for investors who are interested in investing in 

innovative companies (particularly those originating in Western countries) in China: 

All the blocks implemented by the Great Firewall look like a scattergun approach to 

suppressing free speech, but there’s a method to it … sometimes there’s a canny 

logic. For example, Myspace is not blocked, because it’s irrelevant. Many things 

remain unblocked for now, like Vine and Instagram, mainly because they’ve not 

been used to spread material that the Firewall would rather shield. That could change 

any day. Anything could be blocked at any time. (ibid) 

However, there are many home-grown or non-Western internet companies in China that play an 

equivalent role to companies such as Google and Youtube in this market. These include: 

Baidu.com, QQ.COM, Sina (新浪新 中心), Taobao 淘宝网, 163.com 网易, Sohu 搜狐, SOSO

搜搜, Youku ( 酷), and WeChat (微信). These companies, whilst most likely censoring their 

search results, do facilitate music industries related innovation in this market.  

 

Part 4: Chinese Music Industries Innovation  

China’s home-grown internet companies are often in some way replications of innovative 

services that are blocked in this country. The social networking site Renren is an example. This 

site is often said to be a Chinese equivalent to Facebook.5 China is therefore a unique case in this 

context because it has a more ‘inward’ focus, as compared to some Western music industries, 

such as those in Australia, that have a more ‘outward’ focus because copyright owners there 

often attempt to access larger markets (Morrow, 2008). The sheer scale of the Chinese 

                                                
5 http://synthesio.com/corporate/en/2013/uncategorized/10-chinese-social-media-sites-you-should-be-following/# 
accessed 18.12.14. 
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population means that the Chinese people can easily sustain their own music business economies 

and this, along with censorship in China, means that the industries there are not as subject to U.S 

cultural imperialism as other music territories are.  

 

A by-product of the Chinese Government’s cultural soft power campaigns and the relative lack 

of copyright law in China is rapid innovation in terms of industrial and media convergence when 

it comes to China’s home-grown internet companies. However, the income distribution within 

the current music industry is arguably not reasonable, with those who control the marketing 

channels reaping tremendous profits in comparison to the producers of the musical content. This 

is evidenced by the following quote from Zang Yanbing6 (2014): 

The music copyright owner faces difficulties in getting money from market channel 

operators, such as from China’s Mobile Company. In 2012, the income of digital music 

was 68 billion Yuan (approximately $US1.24 billion), music owners only got 700 

million Yuan (approximately $US127 million), it only occupied 1.6 per cent of the 

overall income.  

While the income from innovative developments in the music industries in China does not flow 

back to the producers of the musical content in an equitable way in this case, overall, 

convergence between industry sectors happened quickly in China in part due to a lax 

relationship to copyright law there (i.e. sectors did not need to get ‘permission’ to converge in 

the same way that comparable entities in the West did) and because internet start-ups could 

mirror and expand upon the business models developed by companies such as Facebook, 

Google, and Twitter. This led to a period of rapid innovation internally within the country.  

                                                
6 All comments attributed to Zang Yanbing are taken from personal correspondence with the authors conducted in 
2014.  
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In general terms, innovation involves an improvement to a process or product. Hendrickson et 

al. (2011) define innovation as: “a fundamental tool used by the private, public and community 

sectors to improve competitiveness and productivity” (p. 8). An example of this type of 

innovation was given by Liu Lijuan7 (2014), the vice president of the Shanghai Music 

Publishing House and Shanghai Audio-visual Publishing House of Literature and Art: 

Although our Publishing Houses [the Shanghai Music Publishing House and 

Shanghai Audio-visual Publishing House of Literature and Art] developed the 

business of book publishing mainly through integrating audio-visual products with 

print products, most books in our Publishing Houses also provide audio-visual 

products, such as CD, DVD, RACV, MP3, CD-ROM, DVD-ROM. This has greatly 

helped consumers/entertainers/audiences understand music through the integration of 

reading, listening and watching. This has greatly promoted the market share of our 

Publishing Houses to be the top one in China, meanwhile it has greatly promoted the 

music industries, such as music education, music publishing, physical recorded 

music and digital music, to develop. (Interview, 2014) 

In this case, convergence between industry sectors happened quickly in part due to a lax 

relationship to copyright law in China and this led to a period of rapid innovation for this entity 

and to them obtaining a position of market dominance. 

 

According to Niosi (2011), Lundvall (1992) also suggests that innovation systems “include all 

organisations and institutions (particularly interactions and norms) that contribute in one way or 

the other to innovation.” (p. 1637) The Australian Commonwealth, State and Territory Advisory 
                                                
7 All comments attributed to Liu Lijuan are taken from personal correspondence with the authors conducted in 2014.  
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Council (2009) defines an innovation system as an open network of organisations both 

interacting with each other and operating within framework conditions that regulate their 

activities and interactions. To this end, in China the Chinese government has greatly influenced 

the process of innovation within China’s music industries. Zang Yanbing, the vice president of 

the Shanghai Synergy Culture and Entertainment Group, explains the influence of the Chinese 

government on the music industries in the following way: 

The Chinese government has introduced a number of cultural industry policies, such 

as culture and music industries ‘going out’, to support China’s cultural industries to 

develop. The Chinese government in relation to the development of the cultural 

industries includes three levels: the state central government (including the State 

Administration of Press, Publication, Radio, Film and Television, Ministry of 

Culture, Ministry of Finance, Ministry of Commerce), the municipal government, 

such as the Municipal Office of the Leading Group of Creative Industries 

Development; and the district government with its supporting projects. Cultural 

industry policies include the economic, tax and reward perspectives. Generally, 

cultural or music project applications can be submitted to the three levels of the 

Chinese government above.  

Zang Yanbing further explains how the Chinese government has supported the music industries: 

Almost 20-30 per cent of the funding for culture industry projects, including music 

industry projects, generally, is provided by the Chinese government. Thus, in this 

case, 70-80 percent of the investment is financed by cultural or music enterprises. 

The reward policies in relation to the music industries include original music works 

and music industry construction platforms, such as the state music industry bases. 
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There are export rewards, tax rebate rewards and project platform payment rewards 

for music products/services ‘going out’ in China. Generally, there are three levels of 

application projects: small project (approximately under A$170,000), medium 

(approximately under A$1.7 million) and large project (approximately A$1.7 million 

or above). 

The Chinese government has had a greater influence on the evolution of China’s music 

industries than Western governments typically have and the framework conditions that regulate 

organisations’ activities and interactions in China are different to those of the West. The 

Chinese government has greatly influenced the process of innovation within China’s music 

industries through its censorship on the one hand, and direct policy and investment on the other. 

 

While within organisations, Kurtzberg and Amabile (2000) present group diversity and group 

conflict as relevant variables for team creative processes and products because such diversity 

leads to more conceptual elaboration, conceptual combination, conceptual transfer and to more 

metaphorical thinking which leads to creativity, in relation to the entire cities within which 

organisations fit, Florida (2003, 2005, 2008, 2011) argues that diversity (and ‘tolerance’ for it) is 

one of the key attributes that is required for a city to be a creative/innovative one. To take this 

idea of diversity further, whilst the Chinese government is not tolerant of a diversity of opinions 

or types of expression, in relation to copyright law, the Chinese government is in some ways 

more tolerant of different approaches because of their communist ideology. It is for this reason 

that De Kloet (2010) notes that: “political realities in China are more complex and contradictory 

than we may at first realise, and hence refuse to be essentialised into monolithic meanings or 

labels like ‘rebellious’ and ‘totalitarian’.” (p. 16-17). China’s Opening Up Policy has meant that 

private ownership and capitalist ideas are now also explored to a certain extent. This ‘diversity’ 
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of ideologies has led to a combustible environment for innovation in the digital music industries 

in this country. This has led to more conceptual transfer (albeit in a legally questionable way) in 

a macro sense in relation to the music industries and the way in which Chinese entrepreneurs 

have mirrored successful technology based, and primarily U.S originating, start-ups.  

 

Due to the influence of digital technology on the cultural and music industries, industrial 

convergence, as an essential factor of development dynamics, played an important role in these 

industries in China during the 21st Century (Mao and Ning, 2007; Mao and Zhuang, 2007; Li, 

2010). China has a unique brand of industrial convergence. The digital music industry involved 

integration between the music industries, particularly the physical recorded music industry, and 

the information communication technology industries (Li, 2010). Because of a weak copyright 

environment, the content industries did not block this from happening.  

Conclusion  

The Chinese government has greatly influenced the process of innovation within China’s music 

industries through its censorship on the one hand, and direct policy and investment on the other. 

Therefore in this chapter ‘top down’, in the case of China, refers to governmental policy, 

investment, and censorship, rather than a hierarchical recording industry structure that is 

dominated by major labels.  Furthermore the interests of ‘cultural soft-power’ are the main driver 

behind the government’s top down investment in the creative industries. In the context of a 

virtual copyright anarchy that is combined this intense scrutiny and censorship by the 

government, China has developed a unique brand of music industries innovation. This is 

primarily because censorship and the issues relating to the freedom of expression in China are 

central to music business innovation there because the Chinese government’s system of web 
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censorship has a strong affect as sites that are innovative and popular in other countries are 

blocked, while sites that are arguably less innovative and less popular in other countries are 

accessible in China. In addition, any site could be blocked at any time and therefore this presents 

an added risk for investors who are interested in investing in innovative companies (particularly 

those originating in Western countries) in China.  

 

However, there are many home-grown or non-Western internet companies in China that play an 

equivalent role to companies such as Google and Youtube in this market and these companies, 

such as Baidu and Wechat, benefit from a lax approach to intellectual property laws because they 

are readily able to conceptually appropriate the innovative develops of other companies and they 

can gain a position in the market, and then market share, because, as evidenced by the case of 

Google China, some non-Chinese companies are blocked from operating there. While the income 

from these innovative developments in the music industries in China does not flow back to the 

producers of the musical content in an equitable way, in this case overall, convergence between 

industry sectors happened quickly in China in part due to a lax relationship to copyright law 

there and because internet start-ups could mirror and expand upon the business models 

developed by companies such as Facebook, Google, and Twitter without legal recourse. This led 

to a period of rapid innovation internally within China.  

 

APPENDIX 1 

 List of Interview Subjects 

Zang Yanbing - Vice President of the Shanghai Synergy Culture & Entertainment Group, 

Director of the Recording Working Committee of China’s Audio-visual Association. 

 



25 
 

Liu Lijuan - Vice President and Vice General Editor of the Shanghai Music Publishing House 

and Shanghai Audio-visual Publishing House of Literature and Art.  
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