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With Internet drastically changing the processes of creation and distribution of creative 
works, regulators in different countries are looking into copyright reforms to strike the 
right balance between protection of the intellectual propriety online and enabling new 
models of growth for the creative industries and copyright economy as a whole. The 
debate has recently heated up in Australia, with the new Copyright Amendment Bill put 
up for public discussion that introduces site blocking provisions. 	  

While the Australian digital economy is booming1, an important question to ask as part of 
this debate is in what way stricter anti-piracy regulation could affect investor behavior 
and the economic growth? 	  

In 2014, Fifth Era and Engine surveyed 330 investors in eight countries around the world 
(Australia, France, Germany, India, Italy, Spain, the UK and the US) in order to assess 
the degree to which the future legal environment might impact their behavior concerning 
investing in Digital Content Intermediaries (DCIs). Overall the study shows that Internet 
regulations could curtail or cut off the flow of capital through changing investor behavior, 
particularly stricter copyright law:	  
	  

● 85% early stage investors agree or strongly agree that risk of high damages in IP cases 
are a major factor in making them uncomfortable about investing in media platforms 

	  
● 78% of investors would be deterred from investing in companies that offer user uploaded 

music or video if new laws expose them to increase risk of secondary liability 
	  
In summary, our findings in Australia are that:	  

• 93% of Australian investors surveyed said the legal environment had a modest  or 
strongly negative impact on their investing activities.  
 
Australian investors agree with investors from the US and EU that the current legal 
environment has a more negative impact on their investing than either a weak economy 
or an increased competitive environment.	  

• 77% of Australian investors surveyed said they are uncomfortable investing in an area 
with an ambiguous regulatory framework.	  

• 80% of Australian investors are concerned with investing in Digital Content 
Intermediaries that offer user generated music and video.  
 



	  

 

 

DCIs are particularly exposed to potential new legislation, and the current legal 
environment makes it hard to assess the future prospects of an investment in this space. 
it is important to note that even a minority of investors deterred from investing could 
significantly reduce the pool of capital available to Australian DCI start-ups.	  

In summary, 93% of Australian investors believe the legal environment has the most 
negative impact on their investing activities with a significant majority of 80% concerned 
about investing in digital content intermediaries that are today confronted by ambiguity 
and uncertain outcomes, potentially large damages, and the risks of secondary liability if 
new anti-piracy regulations are introduced.	  

	  

These findings highlight the concern of many lawmakers that unintended consequences 
might result from potential new Internet regulations. Our findings illustrate that there is a 
risk that potential regulations might greatly curtail or cut off capital from the early stage 
companies that are driving global innovation, GDP growth and creating new jobs.	  

The full report can be found at: www.fifthera.com/perspectives 

Footnotes 

1) The Connected Continent II. How the Internet is transforming the Australian economy. 
Deloitte 2015: http://www2.deloitte.com/au/en/pages/economics/articles/connected-
continent.html  

	  


