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Abstract

This thesis examines changing value frameworkkéretirly 21 Century music industry,
and the key characteristics of successful new muodigstry business models.

Traditional music industry business models werdét lpion a linear value chain in which
the record label had control over most if not &llhe value adding and creating processes,
in particular manufacture, reproduction, distribatand promotion. Artists without a
contract with a record label faced significant tdvaes in generating sufficient funds to
support investment in these capital intensive aqulesive processes, in order to get their

music distributed to a commercial audience.

New technologies introduced at the end of tH& @@ntury and in the first decade of the
21% Century changed the environment within which rddabels conducted the business
of music, making it harder for them to capture edltom their ownership of copyright.
These technologies reduced the capital costs atingg manufacturing, reproducing and
distributing music and thus significantly loweréx toarriers to entry of the music industry
for individual and own-label artists. In paralleew technologies gave simple and free
access to music for a large audience of digitadlynected consumers. This combination of
factors resulted in a turbulent environment withimch record labels and artists have

experimented with new ways to derive value frors tthanging landscape.

This dissertation proposes a new music industryevfamework and proves the various
linkages and relationships throughout the framewwllsic industry business models are
decomposed using Osterwalder’s business modelamytoin which is embedded the new
value framework. This analysis reveals key chareties of successful music industry
business models. The dissertation concludes wtimenendations for the application of
these characteristics for the benefit of consuneetists and record labels in the early'21

Century music industry.
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Dedication

This thesis is dedicated to my son, Charlie Beangl my parents Dr. John Berry and Dr.
Maureen Berry, for their unfailing love, belief,derstanding and encouragement.



Acknowledgements

| owe my deep gratitude to many people who conteithio the completion of this
dissertation. First and foremost, my parents JaithNaureen Berry and my son Charlie
Berry who were always so tolerant of the time thadok, and always happy to help me in
completing the work | needed to do in whatever ey could. Equally important was the
input of the whole MVine team, in particular theefrdship and critical appraisal that |
received from the wonderful and multitalented, matasking Kerry Harvey Piper. Kerry
has always kept, and continues to keep life fosdl&rher family and friends on an even

keel throughout turbulent times whilst remaininggeint, calm and confident.

Whilst they must mostly remain anonymous, the matgrviewees who added valuable
input and insight have to be thanked. Of those edrobe named, a special thank-you has
to be extended to the inimitable Tony Wilson (RéiAJ Tony Wadsworth, Newcastle
University Business School Visiting Professor, Cludithe BPI1 , founder of music

industry charity Julie’s Bicycle, music industryfgemo’ and all-round decent bloke.

I would like to thank Dr Dessy Irawati, without wdefriendship and unfailing support
completion of my PhD would have been so much mafiewt. Pete Maggs (MBA),
Liaison Librarian at Newcastle University, was atéestic friend, who helped me to stay
calm and keep a sense of humour through all thangsiowns. Prof Alastair Nicholson
of Said Business School and Prof Steve Procteresiddstle University Business School
provided significant and very useful feedback drartcontribution to my dissertation
must be acknowledged. | also want to thank ProhJadopold, Deputy Director of the
Business School, for his support, encouragementiaddrstanding over the course of my
PhD studies. The Inkspot team, Dr Hugo Hiden, Dn@i Woodman, Prof David Leahy,
Prof Paul Watson and soon-to-be Dr Keith Cottéae helped me immensely. Their
understanding and support throughout the final apyears of this dissertation has been

much appreciated.



Tableof Contents

Welcome to the Machine?: Changing Music Industry Vlue Frameworks and the Key

Characteristics of New Music Industry Business Mod8. ............ccccvvvvvviieeiiiiiiiiiiieeieeee i
Y 01 1= T iii
)= To [ o3 11 0] o TSP PPR ili
ACKNOWIEAGEMENLS ...t e e e e e eeeees iv
Chapter 1. INtrodUCLION...........coooii i, 1
1.0 INErOAUCTION ...ttt et e e e e e e e e e e e e e ses et e e e e e e e aaeeeeeas 1
1.2 OVEIVIBW ...t ettt ettt et e e e e e e e e e e e e e eaaaaaeeaeeeeeeeessnnnnnnns 2
1.3 RESEAICN QUESHIONS .......ccceiieiieeesceemmmmm st e e e e e e e et e e e eeea e s e e e e e eeena e s e e e e eaaaeeeeees 2
1.4 CONMIIDULION ... e e 3
The new music industry value frameWOrK. ... eeeeeeeeeiiiiiiiiiniiee e eeeeeeeeeeeeieeeeen, 8
1.5 Theoretical apPPrOACK ......cooii i 11
1.6 EmpIrical @pPPrOACh .....ccccei e ———————————— 11
1.6.1. CeNMral CASE ....coiiiiiieiiiiiteie e eemmmm e et a e 11
1.6.2. COllECHVE STUTIES ......uviiiiiiiiiiiiiieeee ittt e e e e 12
1.6.3. EXPEITINTEIVIEWS ....iiiiiiiiiiiie et e e et e ettt 13
1.7 Structure of the diSSertation ... e 13
1.7.1 DiSSErtatioN OVEIVIEW .....cccieeiieeeii ettt e e e e e a e e e e e e e e e eees 13
1.7.2 Chapter 2. Review of value chain and businesdel literature .............ccccc...... 15
1.7.3 Chapter 3. Evolution of the musiC INAUSILY. ce....oeiiiieeeiiiiieeieeeeiii e 16
1.7.4 Chapter 4. MethOdOIOQY .........uuuiiimmmme e eeeeeeeeeeeees e e e e e e e e e e e aeeeeeeeees 16
1.7.5 Chapter 5. Proving the new music industry@dtamework ................cccceeeeens 17
1.7.6 Chapter 6. Proving the new music industryed@tamework through MVine and
other music industry business MOAEIS...... o eerennniiiiiie e 17
1.7.7 Chapter 7. CONCIUSIONS .........ccoeeiieeeeieiiiiee e s 18
1.8 SUMIMAIY ...ttt et ettt s e e et e e tta e e e e e e et mme e e e e e eernan e eeas 19
Chapter 2. Review of value chain and business modékrature........................oool. 20
2.1 INEFOTUCTION ... e e e e e e e e e e e seer e e e e e e eeaeeas 20
2.2 Amusic iNduStry tiMeliNe .........ccoooi oo 20
2.3 Pre internet value Chains ... 21
2.4 Post internet value Chains............oooiiiiiii 24
2.5 Defining business models ...............ceeemeeennnnnnn. Error! Bookmark not defined.
2.5.1 Categorising business MOdelS ... 46
2.5.2 Osterwalder, value chains, business modelsrenmusic industry................... 48
2.6 SUIMIM@TY ..ottt e et et e e e e e et b e e e e e eaat e e e e eeeesa s aaaeaeeeenssnnnaaaeeenes 52



Chapter 3. Evolution of the MUSIC INAUSEIY ......cc..eeivieioiiiee e 53

1700 R 11 {0 o [FTox 1o o [P 53
3.2 Copyright in the MUSIC INAUSTIY .........mmmmmm e eeeeeeeeeeeeeeiiirr e e e e e e reeeeeaaees 54
T R =1 G 6 ] TR 55
3.2.2 Copyright and CONLIACES .............. o e eeeeeeeeeee ettt e e e e e e eneeeeeeeeaeaes 56
3.3 Structure of the Z0Century MUSIC INAUSEY ........c.ccveuieie e 58
G 0 00 1Y/ = o ] 3 59
G R T |V 111 =Y [ 60
BTG J0C I [ [0 [T 01T a0 [=T o1 S 60
3.4 The reproduction, distribution and promotiomfSIC .............coovviiiiiiviviviiinenne. 61
3.4.1 Reproduction Of MUSIC ....cooiiiiie e 61
3.4.2 Distribution Of MUSIC........ooiiiiii e 63
3.4.3 Promotion Of MUSIC ....cceeiiiiiiiiiiieeeeeeiiiiiers s e eeeeeab s s 64
3.5 The SEAr SYSTEIM ...ttt ettt e e e e e e e e e e e e as 65
3.6 Technology and the MUSIC INAUSEIY .......cceariiiiiiiiii e 66
GBS0 AN g F= 1o o (U =N (o T o [T 1] <= | 67
3.6.2 MTV, DAT, CD, CDR ..ottt ettt 68
3.6.3 THE INTEIMET ... e e e e e e e e e 70
3.6.4 Creative destruction and the musiC INAUSELY ..........ooeevviviiiiiiiiiieeeeeeeeeeeen, 70
3.6.5 MP3 compression technologies and disruptimevation..............ccccceevvvvvvvnnnns 75
3.6.6 Stealing, sharing or SamMpPliNg? ........cooviiiiiiiiiiiiii e 79
3.6.7 Music industry responses to teChNOIOGY. wceeveveeevviiiiiiiiiiiiee e 82
3.6.8 The ‘Long Tail’ and the ‘Strength of Weak Fie............cuvviiiiiiiiiiineinnnennne. 86.
3.7 SUMIMATY eeiiiiti et e e e et e e e et e e e et e e e e et e e e ta e e e et e eeeeneeaeennneeees 89
[ gF=T o] (=] g S 1V 111 g To o (o] (o V2SR 91
740t R 1 {0 To (U Tox 1o o [T 91
4.2 Research aims and ODJECHIVES..........uuuuiiiiiiiiiiiiieeeeee e 91
4.3 Philosophical PErspeCtiVES ..........coiceeeeieeeieeeieeeee e 92
4.3. 1 POSITIVISTIC ..cceiiiieieeiei ettt e e e e e e e e e e 93
I J A O ¢ 1 o7 | PR 94
4.3.3 Interpretive — the selected approach ..., 94
4.4 Qualitative research methods ..........occcceeiiii i 95
4.5 The researCh deSIgN..........ooooiiii s ettt s s s e e e e e e e e eaeeeeeeesreeenneeeeesesnnnnns 96
Internal and external Validity ............ooocommmiiiiiii e 98
A I =S (0 [ Vo (=] o | o 99
4.7.1 YIN VS Stake — @ CNOICE ... 99



4.7 .2 S OCHION . e e s 102

A.7.3 ACCESS ...ttt ee e e mm et et et n e 103
A.7.4 Data gathering .......cooooiiiiiiieiecceeem et s 105
4.8 Participant 0bSErvation..............uucccccce e 106
4.8.1 SUDJECTIVILY ..ottt e e e e e e e et e e e e eeeeeeeeeeeannne 107
4.8.2 Observer affecting behaviour .........cocec v, 108

v G JC o] o111 [0 T=T o o3 YA 111
4.9 The case study, collective studies and exXpEIEWS ............ccceeeevvvveeeeviinnnnns 511
4.9.1 USEI INTEIVIEWS......ciiiiiiieieeeeieiteeeaeeeeeeeetttbssaa e s e e e e e e eeaaeeaeeeeeessnnaaneeeeessnnnnns 116
4.9.2 User interviews — data gathering......cccceeveeeeeieieiceceeesre e eee e e 116
4.9.3 EXPEITINTEIVIEWS ...coeeiiiiiiiiitii s e e et eeeetttbats s s e e e e e e e e e e e e eeeeeeeeeneeeeeeesenes 118
4.9.4 Expert interviews — data gathering.....cccccccoeeei i 119
4.9.5 COlIECHVE STUIES .....eviiiiiiiiiiie e ettt e e e e e e e e e e e et eeeeeeeeeeeeenenne 121
4.9.6 Collective studies — data gathering .......ccccccceevveeeieeieiiiieee s 122
4.10 Analysis and iNterpretation ... 124
4.11 Key themes and Patterns ..............ceememmmreeeieeeeeeeeeeeeeeeeeeiienn e 128
4.12 Ethical conSIderations .............ooiiceeeemiiniiieee et 128
G | BT U [ 1 111 4 F= T VPP PPPT 130
Chapter 5. Proving the new music industry value franework ............ccccccoviiiiiiiiinnneenn. a3
ST A [ g1 0T U Tod1 0] o PP PPPPPPP 132
5.2 BaCKground OVEIVIEW ........ccoeiiiiiiiiieiece ettt 132
5.2 1 The ‘consumer — artist — consumer’ linkagehennew value framework ....... 136
5.2.2 The ‘artist/consumer — creation’ linkage loa hew value framework............. 144
5.2.3 The ‘artist/consumer — manufacture’ linkagelee new value framework......150
5.2.4 The ‘artist/consumer — distribute’ linkagetba new value framework........... 152
5.2.5 The ‘artist/consumer — promote’ linkage om tiew value framework ............ 156
5.3 SUMMATY <.t ettt e e e e et e e e e e e eaereeaeeeeeeenraneeaeas 162

Chapter 6. Proving the new music industry value franework through MVine and other

MUSIC INAUSEIY DUSINESS MOUEIS ......ovviiiiitcmmen e 164
00 I 10T [0 Tod 1 o o U 164
6.2 MVine and the application of Osterwalder’s Ioesis model framework ............ 165
6.3 Product INNOVALION ........uiiiieee et ere e e e e e e e e e 167
6.3.1 Value PropOSItiON........oiiieeie e 167
6.3.2 TArgel CUSTOMIEY .....uiiiiiieiiii s et e et e et e ettt e e e e e e e e enns e e eean s 170
6.3.3 CaPaDIltIES...cceeeieiiiiiii et 173
118 ] o] [ Y= To 11 o R 175



T Do)V a1 (o =T [ a o TS RSP 175

1O 00 0T 0¥ ] 157/ 177
6.4 Infrastructure Management ...........ooi i 179
6.4.1 Activity Configuration ............ccoiiieeeee e 179
6.4.2 PartNer NEIWOIK ........iiiiiiiiiiie et e e e e e e e s 184
6.4.3 RESOUICES ANd ASSEIS ...eeivvviiiiiiceeeeeeeeeeiiriiiiissa s e e e e e e e eeeeeeeeeessrennnneeesnnnnes 188
LTANQIDIE ASSELS ....eveiiiiiiiiiiii et oottt e e e e e e e e e e e aeeaaeeaaeeeeeeeaneees 188
T L= VgL ] o] (oI TS =] £ SRR 188
HELHUMEAN @SSELS ..uuiiiiiiiii e e et e e e e e et e e e e e e eaaaas 189
6.5 Customer RelatioNShIP .......c.oovvivees e ettt s e e e e e e e e e e e e e eeeeeeeeeeeees 192
6.5.1 INfOrmMation Srat@gy .......coeeeiiiiii e ee e eeeeee 192
6.5.2 FEEI @NU SEIVE ... 195
6.5.3 TruSt and LOYAILY ......ccooeiiieiiii it 199
I T =V o = 1 204
6.6.1 REVENUE MOUEI......uuiiiiiieeeee e 205
6.6.2 COSE SITUCTUIE ....ceeiiiiiei e emeeme et e et et s e e ra e e e 209
6.6.3 Profit MOAEN ........eiiiii e e 212
B.7 SUMIMAIY .euiiiitiie et e ettt e et e e e e e e et e e e e e e e et e e eaa e e e e s e eeees e e eenneas 213
Chapter 7. CONCIUSIONS........coo oo 214
7488 N 10T [0 Tod 1 o o U 214
7.2 RESEAICH FEVIEW ...ouuiiiiiiiiiii et eeeeee e e e e e e ne e 215
7.2. 1 ISSULBS @FISING ..uuuuiieeeeeeeeeeeee s o s 22 e e e e e e e eeeeaeaesesannsaaaseeeeeeaaaaansaaaeaeeaeeeeees 216
27K @] 111 ] o0 1 1o o SRR 218
7.3 RESEAICH IEIEVANCE ........ceiiieeeett cemmmmmm ettt e e e e eeee e e e e e e eaeeaes 223
7.4 ReCOMMENUALIONS ... .ciiiiiiiie e e e e e e e e e e e et e e eeaeees 224
7.5 Further music iNdUSEry reSEarCh ........cceeeeeeiiiiieieecr e e eeee e 227
7.6 Extending the contribution to other INAUSLIGLOES .............coevvvviiiiiiiiiinnennn. 230
AT A [ TP PTRPPPPPRP 230
SIS Tox = (o= SRR 231
7.6.3 Print and teleVISION NEWS ............mmmmmeeeeeeeeeeeeeeerriesennnnnnnn s eeeeeesseeeees 232
7.7 Methodology — @ COMMENTANY .....euuuii ettt e e eeeeeeas 233
A A T I 141 TP PP UUPPPPPPPPPRPPPPPPR 234
A A X =Tl 1] 0 To ] (oo PSPPSR 235
A A T N =V o U] = 11 oo 236
7.8 SUIMIMATY ..ttt ettt e et e e e et et e e e e e e e b s e e e e e entnaaaaeaeaeeeeranneeaeas 237
Fig 1.1 The new music industry value framework p4



Fig 1.2 Traditional music industry value chain

Fig 1.3 Artist interaction with music industry valframework

Fig 1.4 Consumer interaction with music industriueaframework

Fig 2.1 Porter’s value chain, Porter

Fig 2.2 Value web analysis, Cartwright and Oliver

Fig 2.3 Sources of value creation in e-businedsest and Zott

Fig 2.4 Musical networks, Leyshoon

Fig 2.5 Channel functions and information exchangiee music industry
Fig 2.6 Digital music distribution value chain, Bstedt

Fig 2.7 Pre and post-web music industry value chaifter Bockstedt

Fig 2.8 Holweg and Pils’s value grid
Fig 2.9 Closed and open innovation (after Chestipfg03)

Fig 3.1 Industry consolidation, 1950 — 2006, Bishop

Fig 3.2 Determinants of creative destruction frdm internet, Afuah and Tucci

Fig 4.1 Formation of themes, Holliday
Fig 6.1 Keiko Takamura’s ‘myPod’
Fig 7.1 The new music industry value framework

Table 2.1 Music industry timeline

Table 2.2 Contrasting principles of closed and apenvation

Table 2.3 Commentary questioning the nature ofsaness model

Table 2.4 Commentary confirming importance of aiteess model

Table 2.5 Business model definitions after Vassildpu

Table 2.6 Osterwalder’s nine business model bugltlocks

Table 4.1 Relevant situations for different reskastrategies, Yin

Table 6.1 MVine’s intended and ultimate businesslehdbased on analysis
through Osterwalder’s framework

Table 7.1 Key characteristics of successful musicstry business models
Table 7.2 Research recommendations

Appendix A — Copyright, a brief history ...,
Appendix B — Phone call notes 28July 2004 ............ccccooveeeeeeeieeee e
Appendix C — Notes from meeting 20 January 2005 .............ccccoovveeerieieeeeeee
Appendix D - Transcript of IM conversation 8" February 2005.............c.cccccue....
Appendix E — Triangulation interview, 23 November 2005 ..............cccocvevrerennnee
Appendix F — TIM Report, 8" December 2004 ............cccoveeeeeeereeeeeeeeeeseeeeeen.
Appendix G — Sample itinerary for M ............uceuuueiiriicrerees e

BIiblIOgraphy . ... ——————————

Vi

pS
p 6
p7
p 22
p 26
p 28
p 30
p 32
p 33
p 34
p 35
p 38
p 55
p 69
p 124
p 194
p 215

p21
p 39

p 40
p4l
p 43
p 46

p 96



Chapter 1. Introduction

“Technology?
It means more people getting involved with moreicpus
in more ways, at more times, in more places tham eefore.
What can be so bad about that(ony Wadsworth, CEO at EMI until 2008)

1.1 Introduction

Chapter 1 introduces the dissertation, which ingagts the increasingly active and
interactive role of the artist and consumer throalganging music industry value chains,
enabled through a new and more direct, technoltigidaven relationship between artists
and consumers. The chapter outlines how the dasmrtwill analyse new music industry
business models which are emerging from this revsgéion of traditional value chain
linkages and relationships, and shows how the relse&antributes to a new value
framework which reflects more accurately the curesrd potential linkages between
artists, labels and consumers of music. This piesvinitial context for and relevance of
the two primary research questions:

Q1 — how have traditional music industry value cisachanged as a result of
technological developments?

Q2 — what are the key characteristics of successfidic industry business models arising

from these changes?

The chapter outlines the researcher’s introdudbahis topic through her involvement

with start up record label MVine Ltd. It outlindset philosophical and methodological
context within which the research was undertakehsammmarises the theoretical and
empirical approaches that were applied acrossdtiese of the research. After touching on
the material’s analysis and primary results ofrésearch the chapter ends with a summary

of the overall thesis structure.

“The internet is a medium like air, which carriesusid, and you just need to make
the right kind of noise for it to get througl®ilverman, T (2010)



1.2 Overview

The dissertation illustrates how increasingly dil@ad interactive relationships are
emerging between creators and consumers of musgientifies gaps in value chain
literatures, which fail to support or illustrateetmore direct relationship between artist and
consumer which has been enabled by technologivalal@ments. This dissertation

bridges that gap through the contribution of a vale framework which supports and
clarifies the more interactive role that both tb@sumer and creator of music are now
capable of playing within the value chain shoulelytso wish. The dissertation goes on to
assess the literatures on business models, higinligthe importance of this value
framework and explaining the rationale for embeddirwithin the logical and structured

business model ontology provided by Osterwalder.

The dissertation describes the development of@ddabel, MVine, which attempted to
use this new value framework as the foundatiorafoew music industry business model.
The company’s experience is used as a lens thraigth to focus on the dramatic and
fast-changing environment within which the musidustries have operated since the late
20" Century. MVine was ultimately unsuccessful foraigty of reasons, but the study
provides rich and detailed materials to suppofihashepth analysis of the construction and
implementation of new music industry business n®dad provides a context against
which to set the expert commentary and contragtirginess models applied by

contemporary artists and music businesses whichlsoepresented in this dissertation.

1.3 Research questions

Both Yin (2003) and de Vaus (2001) propose thagfandd research question is the
essential starting point for case study designseareh. However Stake (1995) identifies
the evolutionary nature of the questions and isthe#sappear to be important in case
study work. Stake explores the distinction betwetit’ issues that arise before the case is
undertaken (being brought to the case from outsidrigh the researcher’s own
expectations and reading) and the latemit’ issues which arise from the actors in the
case across the duration of the study (p.20), bbivhich affect the researcher’s

understanding of the fundamental questions at ¢laet lof their research.



From the ‘etic’ perspective, much has been madeerpopular press about the impact of
technology upon the traditional music industry.riRrcompression technology, to bit
torrent tracking, from Facebook, MySpace and Seddiecto YouTube and Twitter, the
impact of new and hard to govern digital media afaputies has seriously affected the
traditional music industry business model. SaleSd$ have fallen worldwide, rates of
piracy increased and the ability of the music indis major players to do anything about
these issues seems to be limited to either sugigt¢bnsumers or trying to impose Digital
Rights Management (“DRM”) technology upon themtiA¢ same time new, current and
recognised artists have investigated a wide vadgétyays in which to benefit from the

opportunities for promotion and profit offered lnese new technologies.

Whilst the researcher came to the cases underdsyasion with an etic appreciation of

this increasing disruption and thus with topicagsfions around these issues, her research
with MVine and other cases uncovered emic issubat Btake calls “nuances of
increasing complexity” (p.21). These led to incregsefinement and amendment of her
research questions in light of the increasinglyfsed perspective of issues underpinning
her research. The ultimate outcome of this refirgcess was the production of the
following two research questions:

Q1 — how have traditional music industry value cisachanged as a result of

technological developments?

Q2 — what are the key characteristics of successfidic industry business models arising

from these changes?

1.4 Contribution

This dissertation contributes a new value frameworkhe music industry which clearly
and explicitly exposes new linkages and relatigoshboth along the traditional value
chain but also outside it, through which both &gisd consumer are able to take up new
and more interactive roles. The final frameworrissented in figure 1.1 below, and
figures 1.2, (p.5) 1.3 (p.6) and 1.4 (p.7) subsatydlustrate how this figure is
constructed upon the traditional music industryieathain.



Artist
Integration

1

Artist

Artist

Copyright

Compose
Produce
Record

Manufacture

New music industry value framework

i

Consumer

Consumer

Marketing
Promotion

(Digital)
Distribution

", K Integration
\
\

\
\

\
l
|
i

4

Consumer

Pre-existing value chain

Fig 1.1 The new music industry value framework




Figure 1.1 is the ultimate representation of charigehe traditional music industry value
chain, which is a fundamental building block of tiew value framework contributed in
this dissertation and which is represented belowigisre 1.2.

Traditional music industry value framework
. ____________________________________________________________|

Compose Manufacture Marketing (Digital) Consumer
Produce Promotion Distribution

Record

Artist

L('np_\'righl

Fig 1.2 Traditional music industry value chain

This dissertation traces the changes which leadttists’ ability to create, manufacture,

reproduce and distribute their own music, as sedigure 1.3 below.



New music industry value framework - artist perspective
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|
|
|
|

\

\

\ = Compose Manufacture Marketing (Digital)

= 0 Produce Promotion Distribution
Artist é Record Consumer
il >
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Fig 1.3. Artist contribution to music industry value chain

The dissertation also evidences the increasedyabflconsumers to not only directly
interact with and contribute to their favoured stgi success but also to be integrally

involved in the value creation process throughbatttaditional value chain, as can be
seen in Figure 1.4.



New music industry value framework - consumer perspective

Consumer

Integration
Consumer % K =
\

\
\
\
!
1
1
; , — |
= Compose Manufacture Marketing (Digital) 3
0 Produce Promotion Distribution
Artist z Record Consumer
- >

Pre-existing value chain

Fig 1.4. Consumer interaction with music industry alue framework

Figures 1.2, 1.3 and 1.4 combine to create theeMaamework presented in figure 1.1 on
p.4. This framework shows how the consumer of mhagthe potential to shift position,
from being a passive end-recipient of music, oetsidd at the far end of value creating
processes, to occupying an interactive positiohiwid more dynamic framework. The
final link in the framework is that connecting taeist to the consumer, completing the
framework and presenting, as seen in figure 14 ,pfar more interactive and flexible
representation of how value is both created ancheted in the music industry today. It
illustrates how the artist is empowered to engageernlosely with their audience without
necessarily depending on a record label. The dagar will identify the key
characteristics of new music industry business nsodhbich arise from the new

relationships within this value framework.

The evolution of the music industries from “loca#” to “global/recorded” scenarios has
been dramatically influenced by innovations in temlbgy - from the gramophone to tape,
CD, and an increasing variety of digital formatsl gtatforms - which developments have

historically revealed existing relationships andistures which are unready for change. In

7



this sense, technology has been the catalyst vitaosformed and developed many music

industries and the relationships between them (t&as2001).

The new music industry value framework.

The theoretical context against which this new fauork is presented will be laid out in
more detail in Chapter 2. Its component parts aedyaed at this point in order to
strengthen the reader’s understanding of the sogmif points of divergence from

traditional understandings of value.

The new value framework incorporates the intercoteaness required to understand the
newly reconfigured music industry value chainllitstrates an evolution of concepts of
value from the traditional, linear chain of valugdang activities, towards a structure
within which creator and consumer of music havepibiential to add value through direct
connections. As can be seen from Figures 1.1 talio%e, the traditional, linear value
chain remains in place and continues to be applyecertically-integrated global record
companies with sufficient momentum to continue ibass as usual’ in the 2Tentury.

The new framework is, however, more open and flexgupporting a more responsive
structure within which creators and consumers ofimare empowered to add and extract
value. The framework depicts the potential for & ndirect and reciprocal connection
between artist and consumer. This enables thel@neait new business models in which
the consumer’s direct input at points along thei@ahain becomes a source of value to
the label and/or artist. The new framework alsonghbow the artist can bypass the record

label altogether and communicate directly with econers.

From being a final recipient of pre-determined eadither outside or at the ‘end’ of a

value chain, the consumer is empowered in thisfn@mvework to reach a position of
greater interactivity and contribution with a mdlexible and responsive selection of
value-adding and value-creating processes shoajdwish to. Similarly, an artist is
increasingly able to participate and contributeieadt stages along the value chain hitherto
out of reach; either through contractual lock-ddwyrthe transfer of copyright to a record
company, or due to resources being too expensitimerconsuming for an unsupported
artist to contemplate. In collaboration, artist @etdsumer have the potential to become

co-creators and arbiters of value-adding procestésh have historically been positioned



within the jurisdiction of the record label, supfog Michael Porter's comment made in
the March 2001 edition of Harvard Business revitnat ‘new Internet technologies will
continue to erode profitability by shifting powercustomers” (p.70). The global music
industries were built upon — indeed, constituted-lblye doctrine of copyright. Through the
medium of the World Wide Web (WWW), information acmimmunication technologies
(ICTs) have dramatically undermined this doctrifleey provide anyone with the most
basic of home computing facilities with a way t@aice, copy and redistribute highly
compressed, high quality digital music files dtdior no cost, without acknowledging the
rights of or (importantly) providing a mechanismahgh which to compensate the
copyright holder. It has not been easy for the magjoord companies, with their burden of
vested interests and shareholder expectationgperienent with new and potentially risky
routes to market in the face of such disruption.

Their response to this attack upon their traditidmeiness models has therefore been
largely defensive: through a combination of tecbgaal barriers and legal challenges
they have attempted to maintain the status quo.edewy using legal and technological
mechanisms to lock in profit and value from recardeusic which was increasingly freely
available appeared to be a short-term responséndtgical solutions were quickly and
consistently circumvented; legal action complexiiplement and difficult to enforce. The
task of experimenting with new, different and pai@ty sustainable business models fell
to smaller, own-label and independent record lahglwell as to new technological
platforms and actors which, if they existed aballore the introduction of the internet and

related technologies, were frequently only indiectlated to the music industries.

The study of independent start up record label MYaiready noted in 1.1 and 1.2 above
as being a key component of the studies undertdkenghout this research, is enriched

by commentary acquired through expert interviews supported by other studies

collected across the research period. These assigihlighting similar value-adding
activities of small, own label, independent artisis well as new technology companies
which elected to work within the same digital musiarketplace; as de Vaus has stated, “if
similar results are found in repeated case studiken we develop greater confidence in
the findings” (2001 p.51)



Although evidence suggests that greater connegtivétter compression techniques and
increasing storage capacities have together letatlenging times for individuals and
companies in the music industries (Hannaford, 2@8@4tand et al., 2003; Wigand, 2003),
the businesof music has not suffered. Through access poutl as MySpace, Facebook
and YouTube there is more accessible music nowhharbeen the case for decades and as
the IFPI commented in its 2010 Report, “new modetsincreasing consumer choice”
(2010). Thendustriesinvolved in the business of music, on the otherdhare

collectively facing one of the most traumatic anochtiltuous times in the history of the
sector. Whilst these changes appear to be chatigriige major record companies’
perceptions of the way in which the music indusgrgonfigured, these changes also
present both challenges and opportunities to smaliependent labels, and solo artists, or

own-label record companies.

This dissertation will illustrate how the rapid @ééspment and proliferation of ICT creates
increasing competition for these traditionally wadintrolled and insular industries. The
business of music is increasingly easy to entadependent labels can begin to compete
with the majors and own-label or independent a&tisin if they wish, succeed without the
support of either. It is attractive to attaclas the cost of reproduction and distribution
plummet, it is possible to make a profit withoutessarily having a large market share
(Klinenberg and Benzecry, 2005). And it is venyfidiflt to defend — the traditional
business models of the major record labels arsuitgd to rapid adaptation to new market
forces, and many internal and external constrampede them from responding
effectively to new threats (Clemons et al., 20@%)well as presenting a challenge to the
underpinning doctrine of copyright upon which thesie industries are built, the Internet
and related technologies have blurred the bourglagéveen the creation, reproduction,
distribution and consumption of music to the extbat they are rendered less and less
meaningful:

“Digital technology has made the personal compuutiera recording studio, the
equivalent of a record or CD pressing plant, as aseh distribution or marketing
system” (Ryan and Hughes, 2006 p243)

This dissertation will examine these changes,tiliagg the ways in which new sources of
value arose through the author’s research workpastecipant observer to the attempts by
start-up independent label MVine to exploit these/isources of value, as well as from the

perspectives of a wide range of key music indusitywiduals. Both of these sources of
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information are informed by the study of otheratis of companies as well as individual

artists and consumers which were gathered acresgsearch period.

1.5 Theoretical approach

Because the research questions ask very spegifadatiut music industry value chains and
business models, it is important for theory infangthis dissertation to reflect this. The
principal aims of the research were based arounddtion of ‘value’ and in particular,
that generated within the music industry by theigathains which have historically
underpinned the creation and addition of valueaftist, label and consumer. Intrinsically
linked with literatures on value chains are thosggining to the concept of a ‘business
model’; a vehicle for companies to extract and aalde to their products or services in
such a way that they are able to make a profit filoose activities. Technological
developments have facilitated the creation of nasiriess models within the music
industry, and occasionally models more successftieating value for one or more of the
stakeholders. Chapter 2 contains a critical anslysialue chain and business model

theories.

1.6 Empirical approach

The empirical approach selected for this reseamh multi-modal, and will be examined

in detail in Chapter 5. In summary, the followitngege methods were used:

1.6.1. Central case

A central, instrumental case (Stake, 1995) wasaba point for the research, with the
researcher acting as participant observer througte took the unpaid position of
Communications Director for (and a small sharelmgldn) MVine Ltd, a record label
based in London, from its conception in 2003 uhid business split into two separate
commercial units in March 2006. The MVine businessiel was built up over the
duration of the research to take advantage ofrttreasing number of opportunities
afforded through the development of the Internet r@tated technologies.

The researcher’s extensive literature review hadtifled that there was no existing
theoretical framework which represented the newlyfigured relationships between
artists and consumer of music. Her “instrumentalenbation” - in Stake’s sense of

instrumental to accomplishing something other thnaglerstanding this particular case
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(1995 p.3) - of MVine’s evolution provided an opfumity to examine this case and
propose a framework which reflects these new liekadpveloped from traditional music
industry value chains. It also provided her with tpportunity to view, from the inside,

the development of a new ICT-facilitated music sty business model, and compare and
contrast it with the development of other compaaied models that were emerging
increasingly frequently across the research pefibd.research thus examines the gradual
deracination of embedded models of doing businedsaalyses the key characteristics of

successful new business models emerging in thecrmduiistry.

1.6.2. Collective studies

Other studies were collated across the researabdp@nd are presented throughout the
dissertation in order to reflect, contradict anfdim analysis of the central case study as it
developed. The dissertation is anchored in a glotiadext from the point of view of
literature and case analysis — as Dolfsma has coneahe

“The present system of copyrights, with its geobreg@ base, is the most important
reason for the peculiar local-and-global structfrthe music industry. Although the
regional or national markets are separated fromamio¢her, one may see that firms
that dominate in these local markets are the sams that are major ones at the
global level. Geographical distinctions betweenkats for music products are both
the basis for AND reinforced by the system of cagiyts. In other words, the music
industry as we know it is rather a global indust{3004 p.225).

Because of this industry foundation and structaseyell as the critical point that the
Internet has few effective national boundaries,dissertation uses a geographically wide-
ranging collection of cases gathered over the peréod of the research, which serve to
provide a broader context and underpinning forititel in-depth case study of MVine.
The research period was a time of great music ingtigrbulence; different, new, unusual
and unexpected business models emerged with imegefaequency. Not all were
successful, and analysis of the reasons behind wexesses or failures were
complementary and informative to the analysis ofiM¥s business model. In
conjunction, these two sources of materials prav@eobust and detailed context for the
identification of a more representative value frarek, which helps to identify the key

characteristics of new music industry business nsode
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1.6.3. Expert interviews

A variety of music industry stakeholders becamedly or indirectly involved with
MVine and, on request, many of these became exgertnants who provided
enlightening observations and detail on both thdysbf MVine and also studies of the
other cases gathered around it. Stake’s view (18B8)e study of a phenomenon as
represented by a multiple different events rathantone bounded case supports this
approach. They came from many different backgroamdkincluded major, mini-major
and independent label executives, journalistsettamtly and union representatives,
managers, traditional and digital distributors, ahdourse signed, unsigned and
independent musicians. Whilst the research quespoovided a guiding framework on
which many conversations were based, it is alsemtapt to note that as well as being
informative these interviews with expert informaimtspired investigation of subjects
tangential to this dissertation. As such they piedi substantial materials which will
underpin further research subsequent to this degsmn.

1.7 Structure of the dissertation

It is important to provide the reader with an ovew of the elements which comprise this
dissertation. This ensures that they are cleartdimu each section links into each
chapter, and how the chapters themselves coméhterget create one discrete piece of
work, a useful and well-structured research docuniére following sections outline the
purpose and contents of, and relationships betwesan of the chapters which follow.

1.7.1 Dissertation overview

Chapter 1 provides the research background and aims folldvyeithe research questions.
Chapter 2 provides a theoretical framework for the literatusn value chains and
business models; firstly traditional literaturesséa on Porter’s seminal concept of the
value chain, then moving into more recent literasuspecific to the music industry.
Chapter 2 also presents a critical analysis andsasgent of the literatures on business
models, explaining the selection of Osterwaldengotogical approach as that most
suitable for the analysis of the MVine business etodrawing upon the literature
analysed in Chapter 2Chapter 3 illustrates how the traditional value chain was
implemented in the music industry, assessing trengbs that occurred over time and
exploring the nature of the business models whlogsé value chains underpinned.

Referencing the more recent literatures analysted ia Chapter 2, Chapter 3 goes on to

13



explore how technological developments fundamentalisrupted traditional music
industry value chains and thus contextualises asexpuent analysis of new value
frameworks in Chapter 5. Chapter 3’s illustrati@ishow the business model literatures
analysed in Chapter 2 manifested in practice alsuigle context within which new music
industry business model can be unpicked, and #ejircharacteristics identified, using

the Osterwalder framework, in Chapter 6.

Chapter 4 lays out the methodology based on the researchktigne that arose from

literatures reviewed in Chapter 2, bridging the gafween what is being investigated and
the results of that investigation, and presentingear overview on precisely how the
research was performed and why it was performeviag. It outlines how the research
came about and discusses the methodological apgpraad research design, before
critically assessing the methods used to answerdgbearch questions and concluding

with reflections on ethical issues and how theyeneanaged.

The value framework presented as a central conitoibof this dissertation is the theme
of Chapter 5. This chapter draws heavily on the literatureioatl in Chapter 2 where
value chains were explained and their shortcomimgsipporting current activities in the
music industry were highlighted. It also draws drafter 3, which explained the context
of evolving music industry structures. Chapter thexefore an extended explanation of
value in the context of the music industry as dbesugh the lens of the new value
framework contributed in this dissertation, angriivides empirical proof for the
existence of each linkage proposed in the new iadureework. This chapter is a prelude
to the business model discussion in Chapter 6. iStbecause it is important, first, to
establish clearly the newly configured value fraragwarising from empirical research
undertaken in the manner described in Chapterfdrdeanpicking the business model of
the central case study and those of collateralecopbrary cases that are based upon this
value frameworkChapter 6 thus draws on Chapter 2 and the literatures aedlijsere,

on the essential context of Chapter 3, on the netlogies described in Chapter 4 and

finally on the empirical research results preseimedhapter 5.

Chapter 7 concludes the dissertation, drawing together ¢salts from the central case
and collateral cases in the music industry, agméal by expert interviews throughout the

research period. It reiterates the answers tonbedsearch questions. It does this firstly,
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through re-presentation of the new value framewcoktributed herein and proven in
Chapter 5 to be a significant contribution to kieires reflecting the nature of value in the
contemporary music industry. Secondly, it answieesrésearch questions through re-
presentation of the key characteristics of new munglustry business models which arise
as a result of embedding that framework withintihsiness model structure, as proven in
Chapter 6. In order to avoid presenting proposgither than proof, the chapter then
considers the implications of this research in tegcal terms, providing
recommendations of relevance to the music industd/to wider industry sectors
currently or potentially affected by similar techogical transitions. The dissertation thus
contributes a new framework using which theorists interpret rapid technology changes
within a wide variety of industry sectors. It ajg@vides music industry actors facing
turbulence and uncertainty with two valuable cdnttions: a clear structure around which
to build their business models, in the value framdwand equally clear guidelines to the

key characteristics that they should be taking adoount when doing so.

1.7.2 Chapter 2. Review of value chain and businesxlel literature

This chapter provides an overview of important egldvant events in the form of a
timeline to provide a simple backdrop against whresent the literatures around value
chains and business models which are fundamentiaistalissertation. The chapter
introduces the notion of a value chain and othiated configurations by which any
business can create, acquire and add value togiwalucts or services in order to create a
profitable and sustainable business. It then foeupen literature which assesses value
chains specific to the music industry in order d@atextualise the contribution of the new
value framework put forward in this dissertatiohrdugh describing pre-Internet value
chains, the label-led business models invariabplace, and the importance of the
doctrine of copyright in underpinning music indygtractice of the time, the chapter
establishes how artists, consumers and other stldeis perceived the value creation
potential of traditional music industry businessdels. The chapter goes on to describe
how this and the newer but equally important cohogjp business model are inextricably
linked together. The chapter therefore providessaential backdrop to the radical
upheavals inflicted upon the music industry byititeoduction of the Internet and related
technologies at the end of the"™0entury. In doing so, the author shows how the new
framework of value contributed by this dissertatiomerpins successful early*2Century

music industry business models.
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1.7.3 Chapter 3. Evolution of the music industry

This chapter illustrates the relative stabilitynafisic industry value chains and business
models from Edison’s invention of the phonograpt 877 to the late 2bCentury. It
describes pre-Internet value chains, the (invay)dbbel-led business models in place
which built upon them, and the importance of thetdoe of copyright in underpinning
music industry practice of the time. This chapke&réby establishes an essential context in
which to discuss the value-creating potential aflitional music industry business models
and subsequent, technologically-mediated chandentite industry. The chapter

provides an essential and informative backdrop¢orédical upheavals both outside and
within the music industry as a result of the introion of the internet and related
technologies at the end of the"™0entury. This chapter goes on to outline the
technological developments which led up to andfedd the introduction of the internet,
particularly free distribution of MP3 compressi@ctinology which allowed for unfettered
copying and redistribution of unlimited high quglttopies of music files through the
internet. The chapter will show how these eventsaiened the principle of copyright and
thus contextualise subsequent analysis of new essimodels which emerged, building on

new value adding relationships which had previounsiybeen possible.

1.7.4 Chapter 4. Methodology

This chapter assesses the methodological optioss topthe researcher in the light of the
practical issues surrounding this research. Altareaanethodologies are evaluated, along
with analysis of their underpinning philosophicatgpectives which creates a structured
rationale for the proposed research design andadsiffaking into account both the
opportunities which made this research possibleyadisas its limitations, the chapter
details how a final selection of methods, desigm amalysis were made, guided at all
times by the centrality of the research questidhg. chapter describes the central,
instrumental case study of MVine Ltd, about whilsere is more detail in later chapters. It
provides practical illustrations of the reasonsdnd the methods of triangulation used in
the research. The chapter also presents a disousisimw ethical issues relevant to the
methods used were managed and discusses how w#nrssues were handled as they
arose. This chapter bridges the gap between wihaing) investigated, and the results of
that investigation, presenting a clear overvievpaatisely how the research was
performed.
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1.7.5 Chapter 5. Proving the new music industry walframework

This chapter provides substantiation for the dgualent of controlled, linear value chains
into the more open and interactive framework presem figure 1.1, p.4, thus answering
the first research question: how have traditionasimindustry value chains changed as a
result of technological developmentBffe new value framework emerged from the
author’'s empirical research, through her work wit¥fine, the collective cases and the
expert interviews undertaken across the coursemfibctorate. This chapter illustrates the
new direct linkage between artists and consumergiell as showing other opportunities
for both artists and consumers to create valueinitie new value framework. The
chapter provides evidence for the admissibilityhas new understanding of value in the
music industry through a logical and sequentiah@ration of illustrative emergent
relationships and collaborations between artistsc@msumers across the framework.
These illustrations cover a wide range of actamftabels to artists - both high-profile
and well known, to recently signed and own-labdkipendent artists. As this value
framework provides new ways in which companiesiadd/iduals can create value, so
new business models arise in which this new framkwbvalue is embedded, and these

mechanisms are analysed in Chapter 6.

1.7.6 Chapter 6. Proving the new music industry walframework through MVine and

other music industry business models

This substantial chapter uses materials gatheosal fine central study of MVine. It
analyses both the intended and the ultimate cartgiruof the company’s business model
through application of Osterwalder’s 4-pillar franagk, identified in Chapter 2 as being
most suitable for this purpose. It draws from thsuits of this analysis and that from the
previous chapter to identify key characteristicswécessful music industry business
models. MVine’s business model is described alategsind contrasted with, other new
music industry business models, together with contarg from expert informants where
relevant. This analysis assists in evaluating ffieaey of the MVine business model and,
in the process, the deeply embedded concepts wé @ald customer focus in the
Osterwalder ontology allow for reflection upon tféects of the repositioning of the

consumer and artist within the new value framewsartributed herein.
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The chapter illustrates how this repositioning @itbupports or militates against the
success of MVine and other music industry businesgdels employed over the period of
the research. Thus the chapter provides substamditgrials which, together with those
from Chapter 5, allow for analysis of how best teate successful new business models in
the music industry, through the identification apgplication of key characteristics of
successful music industry business models. Thetehpgoritises the record label and key
characteristics relevant to successful businessfaddr them, but also accommodates the
newly empowered independent or own-label artigniified in Chapter 2 as being
perfectly capable of constructing their own bussne®del, despite their less ‘corporate’
and more entrepreneurial nature. The chapter theradso highlights, where different

from the commercial imperatives of a more tradaidabel, the relevant key
characteristics upon which these artists are recamdieed to build their business models.
This chapter therefore illustrates how the new mirglustry value framework contributes
to a greater understanding of the key charactesisti successful individual and corporate

music industry business models.

1.7.7 Chapter 7. Conclusions

This chapter provides a summary of the dissertata@mntifying whether and with what
success it fulfilled its objectives, and reviewthg research steps undertaken in order to
do so. Problems and issues arising around the eofithe research are identified and
discussed, in order to provide an overview of hbegrocess turned across the duration of
the research period. The results of the reseascheéierated and explained in brief, and the
researcher not only clarifies the level of suctkas she achieved but is also able to reflect
upon her findings and put them into a broader cdnteorder to ensure that proof, rather
than proposition, is offered to the reader. Intretpher findings to the real world, the
researcher is able to provide recommendations b@aséeér learning, and identify ways in
which that learning can be effectively dissemindtednsure that relevant people are not
only aware of the research findings but also geattical guidance as to how they can
benefit from an understanding of the impact of éhfisdings upon their businesses and

activities.

The chapter goes on to outline a possible vievheffaiture research landscape in this area,
elaborating on further research plans that areded to enable a wider collective

understanding of the research topic. The chape=gnts observations about the research
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process, looking at those methodologies which wewst and least fruitful, accurate and
useful in order to identify areas of methodologicaportance which the researcher will
adapt or amend in future research on this topits &hables the presentation of an
informative, if retrospective section, which uslesge lessons to set out alternative
approaches for researchers who might cover simitaund in future. The final section of
this chapter summarises the research to date,iegiaw the project concluded and
relates the introduction of the new music industue framework, and its place within
the business model framework presented hereihgtgreater environment of the world at
large. This leaves the reader informed and abtieaw their own conclusions from the

dissertation presented.

1.8 Summary

This chapter has introduced the subject mattehefésearch and the questions it poses. It
has outlined the contributions made within thedwaihg dissertation and provided a brief
contextual background to the music industry witliimich the research is set. After an
overview of the theoretical and empirical approacimedertaken in pursuit of answers to
the research questions, the chapter has concluidled weview of the dissertation’s overall
structure in order to guide the reader throughstitessequent chapters. Chapter 2 will now
take the reader through a critical analysis ofrélevant literatures in order to provide a

context for the contributions of this dissertation.
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Chapter 2. Review of value chain and business modékrature

“Music as an artistic expression transcends ecormsmi(n)evertheless, fundamentally
sound business models are critical for enablinggbeial, artistic, and spiritual
dimensions of music to flourisl{Gopal et al, 2006, p.1503)

2.1 Introduction

This chapter provides an overview of important egldvant events in the form of a
timeline to provide a simple backdrop against whpresent the literatures around value
chains and business models which are fundamentiaistaissertation. The chapter
introduces the notion of a value chain and othiated configurations by which any
business can create, acquire and add value togiwalucts or services in order to create a
profitable and sustainable business. It then fazupen literature which assesses value
chains specific to the music industry in order @atextualise the contribution of the new
value framework put forward in this dissertatiohrdugh describing pre-Internet value
chains, the label-led business models invariabplace, and the importance of the
doctrine of copyright in underpinning music indygtractice of the time, the chapter
establishes how artists, consumers and other sildaxs perceived the value creation
potential of traditional music industry businessdels. The chapter goes on to describe
how this and the newer but equally important cohogjp business model are inextricably
linked together. The chapter therefore providesssential backdrop to the radical
upheavals inflicted upon the music industry byittieoduction of the Internet and related
technologies at the end of the"™0entury. In doing so, the author shows how the new
framework of value contributed by this dissertatiomlerpins successful early*2Century

music industry business models.

2.2 A music industry timeline

The evolution of the music industry since the ii@mof Gutenberg’s printing press in
1445 is described in greater detail in the chaptéch follows this review of literature; a
brief timeline is presented here in order to prewide reader with an informative and

indicative scale of important events relevant ie thssertation.
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Year Event

1877 Edison invents the phonograph — birth of tlhisimindustry

1909 US Copyright Act

1920s Invention of radio and advent of talking nesvi

1948 Invention of hi fidelity, 78/45rpm vinyl discsdio transistors

1950 Use of electromagnetic tape overtakes diswdewys

1960 Invention of audio cassette and cartridge &strinvention of microchip

1969 ARPANET (predecessor of internet) launched$

1974 First use of the word ‘internet’ to descrilbebgl network

1980s Start of major music label consolidation

1980 Introduction of CD, CD-R. Introduction of Slaic ZX80 and ZX81
computers

1981 MTV launches

1988 Internet opened up to commercial interests

1983 Invention of RDAT format

1990 Invention of HTTP language by Tim Berners-Lee

1991 CERN publicises ‘world wide web’ project —thiof truly commercial
internet

1992 MP3 invented

1996 MP3 encoder and decoder released as shareware

1999 Napster P2P file sharing network launched

2001 Napster shut down, MySpace launched

2002 BMG sells unlabelled, copy protected CDs

2003 iTunes launched

2004 Facebook, Garageband launch. Radio One lasifickiedownload chart.

2005 Bebo, Tunetribe, Napstertogo, Rhapsodytogadl€ss all launch. MySpace
bought by Fox. Sony castigated for selling infedddM-limited CDs

2006 1billionth iTunes track sold, Sellaband lawegxch

2007 Slicethepie launches, Radiohead give awaRdmbows’, iTunes sell 20m
songs on one day (Decembef"p5

2010 10billionth iTunes track sold

Table 2.1 Music industry timeline

2.3 Pre internet value chains

The early literatures around the concept of a ‘@aain’ are discussed first to ensure that
the reader has a full comprehension of the impodanf this construct and its place within
the literature on business models. Whilst it i©kter concept than that of a business
model, with the origins usually placed with Mich&arter's seminal 1985 work
Competitive Advantage: Creating and Sustaining 8ap@erformancejt is integrally

linked to a newer school of literature around besg1model creation, application and

adjustment. For the purposes of understandinghbeging nature of value chains and how
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they impact upon music industry business modessimportant to understand the
relationship of the value chain to a business mdeieard has noted that

“A business model embraces the concept of the \dlae — understanding the
business model... is especially important when nesdyets or services are
developed, or the industry in which one operat@s &sstate of significant change”
(Picard, 2000, p.62)
It is therefore important to be clear about howsthivo schools are related, and if, in fact
they can be approached as separate theoreticaixtemit all. As we come closer to an
investigation of the challenges and opportunitigsned up to music industry stakeholders
through a series of technological developmentsetstdnding the fundamentals of the

value chain becomes increasingly critical.

It is important to note the work of Ramsay (200%ovexplores the precise ontology of
‘value’ and draws the conclusion, with which thigheor agrees, that “much of the language
used to describe value and value chains is misigap549) — in essence proposing that
‘value’ is so subjective that it is impossible tysvhen it has been added, created or

generated unless one is the individual recipiethaf value.

A ‘generic value chain’?

Firm Infrastructure \

Human Resource Management \
Technology Development \

Procurement \

Inbound Operations | Outbound Marketing | Service
Logistics Logistics & Sales

) Non-monetary products and services
Suppliers > Customers

Fig 2.1 Porter's Value Chain (Porter, 1985).
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As seen above in figure 2.1, the value chain caselea to reflect the activities through
which a company makes a product (and/or a seraieeé)distributes this to its customers.
Porter’s value chain illustrates his propositioatthalue was created through the
combination of nine separate but connected valaigdctivities operating within a firm.
These discrete activities work together to providkie to customers, where ‘value’ is

defined as:

“the amount buyers are willing to pay for whatmfiprovides them. Value is
measured by total revenue...A firm is profitablehié tvalue it commands exceeds the
costs involved in creating the product” (Porter83.$38).

In other words, effective value chains should gateeprofits for a firm. Porter’'s value
chain is therefore focussed on three main areas:

“the benefits that accrue to customers, the infeeddent processes that generate
value, and the resulting demand and funds flomsateacreated” (Feller et al.,
2006)

Porter's concept of value chain analysis requirearaderstanding of the firms’ business
model - what activities the company should perfarmd how, from this, the company can
determine the configuration of these activities thauld enable it to add most value to
their product for their customers and thereby iasectheir competitive advantage against
other companies providing similar products or sesi For the 20Century music industry

the value chain could be simply described thus:
1. Labelinvests in artist through a financial ‘advenaf funds

2. In return artist gives copyright in part or alltbkir back catalogue/current

work/future outputs to label

3. Label (or suppliers within its value system) proesi> reproduces >

markets/promotes > distributes music to consumer
4. Label recoups investment through sales

5. Artist retains % royalties and other rights afedvdl has recouped
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2.4 Post internet value chains

This linear and fixed value chain had stood sadiddecades, supporting a contractual
agreement which varied only in the amount of theaade and the percentage of payments
back to the artist which might differ from dealdeal, dependent upon the balance of
bargaining power between the artist and label. Wais largely dictated by the success of
the artist, although commonly, because of the Waglg capital costs required to fulfil value
adding functions such as manufacture and distobuthe label held the upper hand even
when dealing with global music stars. Given thengpt capital costs and scale of the
equipment and networks required, the artist waegdly without the skills, capital or
inclination required to manufacture, reproducenpote or distribute their own music,
requiring the services of a label in order to davéith any degree of success. The
introduction of the internet and related technadsgn the late Z?JCentury proved
disruptive to this value chain, and as this disdenm will show, irretrievably upset

traditional music industry value chains.

As early as 1995 it was understood that “Many efdld business axioms no longer apply”
(Rayport and Sviokla, 1995). They suggested tharevinformation was traditionally
treated as a support to value adding processetablnty Porter and Millar (1985), who
argued that even in the newly digitised marketpladermation simply created value by
supporting differentiation strategies — it shoutdvbe seen as a source of value in itself,
so that managers must work in both the traditiomatketplace and what they called the

‘marketspace’.

The following year, Mark Poster wrote of the emaigeofThe Second Media A¢&996)
which he said was to be defined by the emergencautifdimensional and decentralised
media structures. He proposed that, from a cesé@lione-(or few)-to-many broadcast
model, “an entirely new configuration of communioatrelations” (p.3) was occurring, a
far more decentralised model of interaction and/égtwithin which the boundaries
between producers, distributors and consumers waalldpse. As this chapter will
describe, a variety of frameworks have been offasedupport for this change in the nature
and sources of value; a series of metaphoricattstress that were more transparent, within
which control could shift and boundaries move, cosiions that were conceptually more

flexible and responsive to technological change thase within a static, linear chain.
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These new-economy configurations of value are @pehinterconnected both internally

and through external alliances.

However it is important to note that none, to daféer any integration of the customer in
the way that this dissertation proposes in ordeefiect the value that the consumer can
add along the value chain. Nor do any show how eerdiect relationship between these
two actors can be a mechanism for the creatioralfev Stabell and Fjelstad (1998)
identified two new models of value creation - vasl®ps and value networks - arguing that
the valuechainwas relevant to the making of products, whileuhkieshopwas a model

for solving problems, and the valnetworkassisted in mediating exchanges between
customers. Each model used a different set of acreities to create and deliver distinct
forms of value to customers but neither allowstf& customer to be part of the value
creation process in the way that this dissertdtigothesises is the case. Kothandaraman
and Wilson have noted (2000) that at the time Bwater wrote, the dominant business
model was represented by adversarial relationgiepseen buyer and seller, since when
both academic and commercial writing have showgibaing recognition of the more
integral and cooperative roles of both creator@mksumer in these new flexible structures.
As an example, a consistent metaphor in relatioraboe in the digitized age is the ‘web’, a
concept first coined by Tapscott et al (2000) iatien to business environments. Their
notion of ‘b-webs’ is described as

“strategically aligned, multi-enterprise partnetwerks of producers, suppliers,
service providers, infrastructure companies antoooers that conduct business
communication and transactions via digital charinels

In essence they propose that smart companies userships and the internet to save time
and money — but make no commentary on how valuedaddtivities through greater
interaction between consumer and supplier mighetieall players. The term ‘value web’
was also used at this time by Cartwright and OI{2€00). They proposed that existing
tools for analysis of a firm’s internal value chaamd external value system, were not
suitable for companies which operated virtuallylyamn and through the internet. They
identified that in a traditional manufacturing valchain, an increasing amount of customer
value was attributable to information (such asliettual capital, brand awareness, research
and development, sales, marketing and servicegrétian to the actual product. But in
applying this to the music industry the ‘produatutd be acquired, stored, and sold

exclusively online and so, because value was relyscreated by physical equipment and
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processes, it became hard - using traditional vethaén or value system analysis - to see
where the value was produced. For information basegpanies such as this, Cartwright
and Oliver proposed that value chain analysis \iiag for place but not for space” (p23)
and suggested alue clusterand ‘value webanalysis (p24) using which analysis of a
firm’s business model — including both internal axdernal mechanisms - helped to

identify relevant value-adding activities, rathlean linear processes.

Allies
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Software
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eBay primarily competes for these flows

Fig 2.2 Value web analysis, Cartwright and Oliver(2000)

A number of features of virtual markets necessita¢eredefinition of traditional value
chains, challenging how value is created in this,riigitally mediated environment. Amit
and Zott define a virtual market as “settings inakhbusiness transactions are conducted
via open networks based on the fixed and wirelggsnet infrastructure” (2001 p495),
characterising them as defined by high connectauitgt a focus on transactions. Within
virtual markets, traditional intermediaries cargfrently (and increasingly easily) be
bypassed, or ‘disintermediated’. However at theesime, new connections between
buyers and sellers and mechanisms for buying dhdgsproducts and services are

facilitated, leading to ‘re-intermediation’. Forgitial music, the disintermediating
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distribution channel, legally or otherwise, is theernet. Entrenched ‘offline’ control
mechanisms (in particular the ownership and exemisopyright) are difficult, if not
impossible to enforce and the usual intermediaraesbe bypassed with increasing

frequency.

Within a virtual market, it is however possiblebiondle complementary products into a
range of goods: singles and albums sold onlinebeanundled with additional sleeve
notes, artwork, videos and artist interviews, &lvbich may be seen by some consumers
of music as added value. Within a virtual marketéhis faster, cheaper and often simpler
access to resources and capabilities that can eomepit the business of the company:
artists can send digital files across the intenmetducers can work from a different town,
city or even country, in real time, to mix and neagtacks. At the same time, albeit
gradually, a new form of intermediation is takirlgge: not between the record company

and buyer, but between the creator of music andtgc consumer.

Like Cartwright and Oliver (2000), and Rayport é&dokla (1995), Amit and Zott (2001)
looked past the linear value chain. They contributethe trend for construction of more
flexible and less linear value structures, propgsirat it washow transactions were
enabled rather than what activities were within and exéito a firm’s business model,
which determined how value was created. Their ghesis that in virtual markets, value
could be created from a wide variety of opport@sitsuch as new combinations of
information, products and services, reconfiguradgactions, resources, or even
relationships. They proposed that the potentia béisiness to create value resided in the
relationships between four interdependent dimessiefficiency, novelty,
complementarities and lock in (see figure 2.3 bglow
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Fig 2.3 Sources of value creation in e-business (Atrand Zott, 2001 p504)

Value in this sense is defined as “the total vaeated in e-business transactions
regardless of whether it is the firm, the custooreginy other participant in the transaction
who appropriates the value” (Amit and Zott, 20003b

The four drivers in figure 2.3 above are each pwsed to enhance the ability of a business
to create value, and this approach cuts acrodsaimeworks previously discussed, by
integrating previously separate sources of valeatan. Within the increasingly digital
music industry, the concept of ‘transaction effigy identified by Amit and Zott was a
critical driver for the analysis of value. Sear@hfor music tracks was quick and easy,
using any of the legal or illegal retail or fileasing services or search engines. It was
cheap, simple and quick for anyone to upload, @yce, distribute and download music.
However this very efficiency proved to be one @& thajor obstacles to the creation of
value for the traditional music industry, as thieinet and related (and developing)
technology seriously compromised its ability tod@atists and consumers into this value

creating matrix. Bodily and Venkataraman’s predictseems to have been correct:
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“the defensive strategies designed to protect fealda positions on the value chain

will fail in the digital age” (2004 p15).
Where consumers in particular coelxtractgreat value from these changes — frequently
acquiring content free or cheaply — record comawiere unable to control a large
proportion of this acquisition activity and so theyuld potentially lose revenues from
copyright. Lock-in mechanisms such as digital rsgimanagement technologies to protect
CDs from being copied illegally were almost immeelia circumvented by technologically-
savvy consumers. Legal action taken against consuwie downloaded tracks illegally
proved only to advertise the illegal file sharireg\sces and promote their wider use, as well
as alienating entire communities of consumers fuseof the legal alternatives. However a
number of artists — in particular independent, ¢alrel or unsigned artists, unsupported by
a large record company - were prepared to foregm#iial rewards in exchange for
something of equal, if not greater value to thermosure to current and potential fans
through the wider reach and scope of internetifateid distribution.

As the effects of digitisation became more appasedtmore widely debated amongst
industry and academic authors, other reconfigunataf the value processes within the
music industry were suggested. Fox and Wrenn (208d )earlier suggested that the music
industry could benefit from adopting a counter-itite approach, as exemplified by some
TV and radio broadcasters who provided free conteatder to benefit from associated
services and products bundled in with it. AnderstEdn-Frejman also suggested that such
inversion could be a possible result of the chamgeslue chain configuration: “the chain
may start with (free) digital music on the intertigdt creates an interest for concerts and
later for CDs” (2004 p346)

Unlike the framework contributed in this dissedatithere is no explicit examination of the
new relationship between the consumer and creatbinthese approaches. However they
do reinforce and reflect an increasing recognitibthe importance of all stakeholders’
involvement in creating or contributing sourcewvaliue to the music industry value chain.
Li and Whalley (2002) went a step further in thealysis of the telecommunications
industry. In an attempt to capture the complexitthe technologically-mediated evolution
of value chains into value networks they preseatesdmewhat cumbersome “interwoven
value chain and value network” (p465) to depictrihdtiple entry and exit points in this
industry which created enormous complexity for g\stakeholder.
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Whilst it also fails to represent the direct redaghips that technology facilitated between
artist and consumer, Leyshon’s 2001 work presenteéul reshaping of the traditional
value chain for the music industry, representirgabtors involved at a critical time in the
changes resulting from technological developmamsilst the new value framework
presented in figure 1.1 (p.4) represents more lgiétae linkages that enable the creation
and extraction of value along the chain, it shdagchoted that it is based upon Leyshon’s
modern take on Porter’s value chain and the sepbartdtrelated elements of creation,
production, distribution and consumption, as sdevibe figure 2.4
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I:I Consumption

/ Promotion

and
slribution

RETAIL
OUTLETS

Musical
instruments
and supplies

X
S

Electronic
delivery
channels

Fig 2.4 Musical networks, Leyshon (2001, p.61)

This is because the more modern representatioaloéwn the music industry is closer to
the reality of modern day music industry practitart Porter’s value chain, shown in
Chapter 2 to be deficient in representing the tiealof linkages and interactions between
labels, artists and consumers in th& 2antury. Leyshon’s work clearly displays the more
complex and interwoven nature of relationships inithe value chain, distinct from the
linear and controlled nature of Porter’s value nhand also recognises the different stages

at which value is created in this particular indysthe adaption of his four networks into
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those presented here (creation, manufacture, niagkatomotion and distribution in figure
1.1, p.4) is different only in that it reflects tfeet that technological developments since
Leyshon’s work have resulted in a situation whareéation and production”, “manufacture
and reproduction”, and “distribution and consumptiare increasingly frequently part of
the same technological processes, as is discusskd following chapter, in 3.6 (p.66).
Wigand (2003) similarly preferred the concept 6¥alue web” (p.257) rather than a linear
structure, and did not distinguish between virarad physical value chains, as earlier
proposed by Rayport and Sviokla (1995). Wigandtified the need for solutions to the
problems raised in securing value from the saledsmtidery of digital products, as the
internet provoked a “paradigm shift governing bbtisinesses and consumers” (p251). This
value web was a freely configurable, flexible andessible matrix of independent
companies — note again that there was no mechdryisaich the consumer could be
integrated into the value web - within which ther@s no hierarchy, only a desire for the
most value-added relationships possible within doatfiguration for the desired market

trade.

Whilst analysis to this point has covered genevakepts of value, the music industry is
now starting to receive attention as representimgad the first industries to be significantly
affected by technological change. Dolfsma propdbkat“the value chain in the music
industry is increasingly a contested one” (20080)2nd illustrated the potential for new
relationships in the following diagram, which altigh it falls short of the larger
contribution made herein of new linkages betwedéstaand consumer, still takes steps

towards recognising that new relationships exist.
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Figure 2.5 Channel functions and information exchage — the music industry Dolfsma (2004 p.230)

Bodily and Venkataraman (2004) reinforced this \pewat, arguing that the increasing
speed, reach and connectivity of the digital agéated against corporate protectionism.
They offered the new perspective of “open windovesiiseful metaphor to describe more
transparent and value-sharing relationships betwemympany and not only its customers,
but also other companies. Whilst these windows igem’minimal protection from
competition they were presented as allowing forcdugture of customer loyalty, whilst
letting in the best potential partners from withimd outside a company’s natural market

environment “as a means of securing their own velygure” (p24).

In 2005, Bockstedt et al took this analysis thet is¢xge, and attempted to reflect the
amended value chain demanded by an increasinghaldigusic industry. Whilst retaining
the concept of copyright as an initial method whgrie artist and consumer can be
distanced from the value-adding processes alonghéim, their configuration attributes
increased value to the processes of legal anchtidpfences. Whilst reflecting the situation
as it prevailed at the time of their paper, thisstouction is inflexible and does not reflect
any of the increasingly prevalent technologicallgdiated direct relationships between

industry stakeholders, in particular between aatigt consumer.
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Digital Music Industry Market Structure
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Fig 2.6 Digital music distribution value chain (Bekstedt et al., 2005 p5)

Whilst accepting that “artists, consumers, andtdignusic retailers are gaining more
control” (p8), Bockstedt et al. illustrated curreesponses to this shift that were purely
defensive, building in to their value chain thetfdat record companies reinforced IP
rights restrictions through legal process and digights management software. They did,
however, acknowledge that it would be increasimglgortant to apply marketing
techniques which add value to the consumer ofaligiusic, echoing an approach also
followed by Vaccaro and Cohn (2004), who lookeditierent music industries’ business
models and suggested a marketing services respottse disruption caused by the impact
of internet technologies. This points to an incir@gsecognition that repositioning the
consumer more integrally within the value chainlddae a more important element than
had previously been comprehended in analysis ofevethains, webs and matrices

considered so far in this dissertation.

The emergence, application and interaction of negernet based technologies necessitates
the creation of a new understanding of value ireotlat stakeholders can understand how
to create and provide it within this newly connécéad interconnected environment — and

to show how difficult it is to protect and monetisaditional notions of value. In the
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process of this research, it became clear thdirtkeges being created between the artist,
consumer and label were not directly representeshynavailable literatures on music
industry value chain schematics, such as that ck&edt et al. Neither, however, were the
newly formed relationships between artist and coresueflected in Bockstedt's model

based on subsequent technological developments.

Pre- and post-Web music industry value chains

Compose Copyright Manufacture Inventory
Produce Licensing Distribution Sales
Record Marketing
Promotion Consumer
Pre-web value chain
Compose Copyright P Digital
Produce Licensing Enforcement, Distribution,
Record Marketing Piracy Sales
Promotion Protection Consumer

Post-web value chain

Fig 2.7 Pre and post web music industry value chas (after Bockstedt (2005)

In both of these, the artist and the consumer weea as representing opposite poles of the
value creation process, where increasingly musiastry models were based on
mechanisms which enabled them to reflect a vefemint reality within which “we all
become networks” (Jeff Jarvis, quoted in Klaasseh@'Malley, 2006). At the same time,
the concepts of “networks” or “constellations” weagsed by Carr (2005) who accepted
that increasingly commentators were disagreeinfy thi¢ analogy of a value chain,

“arguing that the image is too linear for the intrage, and that what'’s really being
described is a value network or a value constehédtiRather than trying to control what the
consumer was provided with, Sherer called for oiggions to focus on what added value
for the consumer (2005 p81). In agreeing a fixedepmechanism — be that per track or

monthly subscription rates - for music that wa® algailable cheaply or freely, music
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labels and retailers were accused of alienatingfiggnt elements of their audience,
pushing them away from legal routes to market araberaging illegal downloading. It is
important to note that the customer was still @y&d as being firmly fixed at the end of
the series of events which contributed value tgptfeeluct of music, a passive recipient
rather than an active partner. Holweg and Pil ddite a more complex view of value and
proposed a value grid, within which new value cduddcreated through horizontal, vertical

or diagonal pathways

Upsfream
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(Raw materials,
Services etc.)

Vertical &
Dimension
1 y
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Dimension
J End Users
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Dimension

Figure 2.8 Holweg & Pil's value grid (2006 p.74).

This construction adds another aspect to the mogetty linear value chain processes
already described, and yet as with all of them ctivesumer is firmly fixed at the end of a

series of processes from which they are complstgharated.

The review of literatures so far supports the atsharoposal that no representative
framework has yet been provided which accuratdlgcts the effect of these changes and
therefore there is no practical mechanism by whigistance can be provided to music
industry actors — artist, label or consumer - presenting, supporting or building

sustainable new music industry business models. difapter addresses this deficiency
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through the presentation of this dissertation’snary contribution: a new value framework
which represents, supports, and informs the chgngature of the relationships between
artists and consumers of music and the new busmedsls which emerge from these. This
new value framework is a more relevant, open canagygalue adding activities in which
the consumer and artist can together be partiggardn entirely more fluid and integrated
ecosystem of value. As Holweg and Pil wrote,

“(Hraditional value chains may have worked well fandline telecommunications
and automobile production during the last centbuy,innovation today comes in
many shapes and sizes — and often unexpected|§6(202)

Peppard and Rylander are other recent commentatdiss trend:

“as products and services become dematerialisethanchlue chain itself no
longer having a physical dimension, the value cleaimcept becomes an
inappropriate device with which to analyse manystdes today and uncover
sources of value” (2006 p.131)

The new framework has been seen in Chapter 1,ibathentirety in figure 1.1, p.4, and
decomposed in figure 1.2 (p.5) and 1.3 (p.6) add[d.7). As these illustrations show, it
retains the foundation of a traditional, linear afeprocesses, yet also illustrates, from the
perspective of both artist and consumer, the irsingatechnologically-mediated potential
for both the creator and the consumer of musicdwamnside traditional value creation
processes and to become integral, should theythaw#esire and the capacity, at any or all

stages.

The new framework incorporates the new, directraienectedness between artist and
consumer, and maps an evolution of value chainryhieto a far more inclusive and
integrated approach. Whilst firmly based upon thditional value chain, which remains in
order to represent the continuing momentum of #écally integrated record labels in the
global music industry (which certainly had suffitienomentum to continue ‘business as
usual’ in the early stages of the*XTentury) this structure is also more open andHlex
providing a more responsive structure within whadlhstakeholders are able to add and

extract value at every point along the way, throbgth direct and indirect linkages.

Importantly, the framework reveals a new, direat egciprocal connection between artist
and consumer. This supports the creation of newnbss models within which the
consumer’s direct input at points along the valu@irc becomes a source of value-added to

other consumers, to the label and to the artistvé¥er it also shows how both consumer
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and artist can bypass the record label altogetmicammunicate directly. It is a concrete
representation of what Bilton has called “the reotation of the value chain” (2007 p.53)
which he views as going far beyond simple disingtiation, to being a real devolution of
power and responsibility to the consumer, redefinite meaning and value of the products

that they want and are sold.

This revision of traditional value chain represéotss illustrates a number of new linkages
which are capable, alone or in conjunction witheosh of forming the basis for new models
of business. As will be elaborated in Chapter 8,ititternet and related technological
developments (in particular that of the freely &atae MP3 compression software) allow
artists to create, manufacture, produce, promatedastribute their work with or without
the support of the label. Also artists now havedpportunity to be in far more intimate,
unmediated proximity to their audience at far eantioints along the process of value
creation. Consumers of their music are now abld tequently encouraged) to participate
in value adding activities that used to be understinict control of the record label.
Evidence of these activities will follow in Chaptes and 6 of this dissertation. There it will
be shown that at all levels of artistic endeavotmom part-time/no-label/own label artists,
to previously signed artists and through to magbel signatories, this newly reconfigured
framework of value provides a variety of mechanigsvhich artists and consumers can
add, and acquire, new and sometimes greater viaaetheir relationships with each other
than had previously been possible through striethgl-mediated activities.

2.5 Open Innovation or Value Chain Analysis?

Before continuing with the analysis of value chiteratures and their relationship to the
construct of a business model, it is importantdknawledge the concept of Open
Innovation (“Ol”) as another possible mechanismahtgould have been used as a
framework through which to understand the changatgre of value in the music industry
and thus help to answer the research questiondollbeing section will describe Ol, and
identify those points of similarity and differenagth the concept of a value chain, in order

to clarify the researcher’s choice of literaturesmwhich to base her investigations.

Ol was first introduced by Henry Chesbrough (Predest the Center for Open Innovation
at Berkley, University of California) in his semlir@ok ‘Open Innovation: The new

imperative for creating and profiting from techngy® (2003), in contrast to what he held
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were the historically ‘Closed Innovation’ (“CI”) ndels of commercial research and new
product development. The basic principle of Olpgming up the process of innovation: Ol
“assumes that firms can and should use externaside well as internal ideas, and internal
and external paths to market, as they look to aclv#imeir technology” (Chesbrough et al.,
2006 p.1). One of the best known definitions fréra $ame page of this work is:

“The use of purposive inflows and outflows of knedtje to accelerate internal
innovation, and to expand the markets for exteusalof innovation, respectively”

Thus inbound open innovation and outbound openviation become the paradigms to
which companies should aspire in order to innogatessfully and profitably.
Chesbrough proposed that boundaries between theafid the environment within which

it operates have become increasingly permeableingdiom a closed, controlled space
where the company was self sufficient, to a morengfluid and permeable state of affairs,

as represented in Figure 2.1.

o e s

Closed Inmoyvation izt Innovation

Fig 2.9 Closed and open innovation (after Chesbroing 2003)

Chesbrough proposed that innovation was histoyicdlbsed’: “successful innovation
requires control” was the mantra (2003 p.36). C$ wanighly controlled process, with
R&D, new product development and innovation asstr&egic assets. Cl was achieved by
having total control of the research and develogr{lR&D) process from end to end,
buying in the best and most intelligent employ€ady then could a company compete
successfully in their field of expertise, as retéetin the left-hand side of Fig 2.1. If they
could afford the up-front expenditure to resouncerdernal R&D team, enforce complete
control and protect against outside interferenaarder to run an entire new product

development process internally, they could ensueiedompetition was prohibitively
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expensive for all but the largest. Thus ClI modeéspmed that companies were self

sufficient, with little if any communication acroti®e firm’s boundary.

A core tenet of Ol is that companies should noeardur to generate and control their
own knowledge, patents and inventions in this Cy virut should rather open their doors
to innovations and inventions created by exteradiners — whilst at the same time being
more prepared to take internal assets that thegairesing and, rather than keeping them
secret and hidden, release them through spin lozgasing or other partnership
mechanisms as shown in the right hand side of HigaBove. As has Chesbrough
identified, an increasing number of smaller enisg® are having increasing success in
competing on their own terms, getting new ideasidoket through a different set of
processes based on Ol principles, which he sumesaaisd contrasts with Cl in Table 2.2

below:

Contrasting Principles of Closed and Open Innovation

Closed Innovation Principles Open Innovation Principles

The smart people in our field work for us. Not all of the smart people work for us* so we must find and tap
into the knowledge and expertise of bright individuals outside our
company.

To profit from R&D, we must discover, develop and ship it External R&D can create significant value; internal R&D is needed to

ourselves. claim some portion of that value.

If we discover it ourselves, we will get it to market first. We don't have to originate the research in order to profit from it.

It we are the first to commercialize an innovation, we will win. Building a better business model is better than getting to market first,

If we create the most and best ideas in the industry, we will win.  If we make the best use of internal and external ideas, we will win.
We should control our intellectual property (IP) sa that our We should profit from others’ use of our IR, and we should buy others’
competitors don't profit from our ideas. IP whenever it advances aur own business model.

Table 2.2 Contrasting principles of closed and opeimnovation (Chesbrough, 2003 p.38)

This in itself might have been enough for this aesker to consider using the Ol
framework in order to interrogate her materialbe-¢oncept of increasing porosity and
flexibility that Chesbrough shows echoes that whiets found to be occurring within the
music industry, but has been shown to be missimg the value chain literatures reviewed
above. There were two main reasons why the authected the value chain framework
rather than the OI/CI model. First of all, therestidl debate about the exact boundaries of
Ol and CI - Huizingh calls Ol more evolution thavelution (2011 p.2) and suggests that
whilst Chesbrough was successful in coining thagdOl” all he did was provide a
useful label for a series of events that had beémggon for some while: “(b)y giving it a

label, it got a face, and the following streamtoidges got it a body too” (2011, p.3).
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Huizingh proposed that in truth very few comparasge ever acted under a completely
closed innovation model and illustrated that thelmaaisms of Ol have existed for some
while through trends such as outsourcing, agiting flexibility. He states that “open
innovation is not a clear cut concept... (it) conmesiany forms and tastes, which adds to
the richness of the concept but hinders theoryldeweent” (p.3). Kirschbaum also
suggests that “innovation is a culture, not a psetélustrating this with the case of DSM,
in which various management styles were requiredsadhe course of the innovation
process, from “scientific”, to “entrepreneurial”’dfinally to “risk averse” (2005 p.24). In
comparison to this lack of certainty on the bouretaof innovation (whether Ol or CI) and
questions around definitions of innovation, therkture on value chains and the variations
on this theme are well-recognised. Porter’s foundat value chain model provides a
stable platform from which to move on to an anaysiother conceptions of value both

generic and industry specific, as has been showweab

Whether culture (after Kirschbaum), evolution, ag4thgh would propose, or
revolutionary, as described in Chesbrough’s wdr&rd is no doubt that the concept of Ol
was very much a product of its time, when a nunabéactors started to impact upon the
relatively stable and almost unassailable posiiocompanies taking a predominantly Cli
approach (Chesbrough uses the examples of DuBMtahd AT&T 2003 p.35). Factors
identified by both Chesbrough and Huizingh inclint¥eased worker mobility and
changes in working patterns, increasing venturéalagrctivity, and the increasing
capabilities of external suppliers, better marketditions for trading ideas, creating a new
‘knowledge market’ residing in universities, sugpd, competitors and even employees —
Chesbrough’s “landscape of abundant knowledge”32p®7).

This was another reason why the Ol paradigm wasuntdble for the researcher’s
purposes — it is firmly rooted in industrial R&Dgmesses. Chesbrough, Kirschbaum and
Huizingh all relate their work to companies suclDasch State Mines (“DSM”)
(Kirschbaum, 2005 p.24) p24, telecoms rivals Lu@emtt Cisco (Chesbrough, 2003 p.35),
IBM, JVC (Huizingh, 2011 p.4) and Intel, Microso8un, and Oracle (Chesbrough, 2004
p.23). Even in looking into Ol in other industri€hesbrough’s survey was based around
guestions of “technology licensing” and “innovaticensing” (Chesbrough and
Crowther, 2006) p230 and so not surprisingly regieots were in chemicals, bioscience,

medical devices, inks and coatings and so on (p-238ibt industries that reflected in any
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way the internal organisational structures of aamegcord label, never mind an

independent label or own label artist.

Piller and Walcher got close to the concept inrtB8D6 paper looking at user-generated
ideas from “toolkits for idea competitions” (Pilland Walcher, 2006) but even then their
focus remained firmly fixed on industrial R&D —drature reviewed covered the machine
tool industry, scientific instruments, semicondustg@harmaceuticals...(pp308-309). R&D
processes as understood in these literaturesmapdysnot germane to the music production
process as described in Chapter 3, either witlgrctimtext of a record label, for the
individual artist or for smaller independent lab&ler example, Chesbrough states

“(Hraditional business models center around tleaidf developing a product from
internal technology (R&D) and then producing, marngand selling that product
oneself. The use of partners in the research adéigglopment of a new product or
service creates business model options that caifisantly reduce R&D expense,
expand innovation output, and open up new marketsnhay otherwise have been
inaccessible” (Chesbrough and Schwarz, 2007 p.55)

Whilst “creativity” also suffers from the lack oftaoadly accepted definition, as indeed do
the ‘creative industries’, it is not appropriatdrterrogate the creation of music through a
framework that is built upon notions of industi@el research and development rather
than individual creativity, new product developmaather than artist development, and

invention rather than artistic creativity.

2.6 Defining business models

The concept of a business model is relatively nevike that of the value chain which
stretches back over three decades. It has beeestedggo the author that

“in practice, the business model driving an orgatns is, tragically, simplistically,
the budget which is an intended forecast of atgedtiven from an unreality called
an unknown market, supported by an estimate ofoestk which have not actually
happened without reference to what real costs doefftd(Nicholson, A., 2011, pers.
comm.)
It is even possible that “a business model” caddmmposed into several models running
concurrently and which may even sometimes or alis@yis competition with each other:
marketing models, cost models, strategy modelseard perhaps what Nicholson called
“human models”. The concept of a business modedlation to this dissertation is a
simplification of business activities in order tecdmpose them and understand how they

can be adapted to benefit from the new value fraonewmbedded at the heart of the
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model. Whilst the “budget” can be, as Nicholson liggin his statement above, an
underlyingcommercial driver — “what money is available,mgplement what actions are
necessary”, an equation critical to particularlyafier businesses — it is not the only factor
to take into account. This chapter will show hovs iaffected by the product, the company
infrastructure and the nature of the company’siahips with its customer, as clearly
laid out in Osterwalder’s framework. In order t@gent this with credibility, it is important
to understand alternative interpretations of th&ifess model concept and show how this
framework stands up to scrutiny. As David Teecedadd (2010):

“Designing good business models is in part an-éne chances of good design are
greater if entrepreneurs and managers...analyzeatbe e¢hain thoroughly so as to
understand just how to deliver what the customertsvan a cost-effective and
timely fashion” (p. 190)

It is important to note that Teece’s definition keifly includes the individual or
‘entrepreneur’. Within the music industry itas frequently found that an individual or
own-label artist is supporting themselves (androftependants) through acting as a sole
trader or self employed individual, as it is thdtily incorporated record label with a more
traditional management infrastructure holds a ¥gé contracted artists, who may be
contractual employees, under its business umbf&tlahroughout the dissertation the
phrase ‘business model’ will be used to apply thiduals as well as incorporated

companies.

Teece notes that a business model is only partdutatow the value chain is organised but
is also about the company’s value propositions\ahige capturing mechanisms; the links
between the business model and value systemsase a@hd mutually supportive. He
thereby highlights the importance of the authogstdbution of a value chain which
accurately reflects the market environment withimal a firm or individual is operating, to
the creation of sustainable and successful busmesiels. Understanding a firm’s specific
business model requires an initial understandinth@business model concept in general.
This is problematic because there is no one fieéerence point, as the analysis below will
show; quoting Teece again, “the concept of a bgsineodel has no established theoretical
grounding in economics or business studies” (p.174)
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Stahler and Magretta have both suggested thaethe'business model’ came into
widespread use with the advent of the PC, the adfemlarge number of IT-focussed
businesses and concurrently, the concept of atretec spreadsheet. Stahler notes that the
term was originally found in computer science jalsnn the 1970s before it was seen in
peer reviewed scholarly articles, and comments“thatrise of the term is closely related
to the emergence and diffusion of commercial atdision the internet”(2001).
Spreadsheets allowed large datasets to be usestt@ssumptions and make forecasts so
that businesses could be ‘modeled’ before they weesa launched (Magretta, 2002).
Although spreadsheets are not a new phenomenaagipossible to ‘model’ a business in
this sense well before the advent of the PC)neigertheless certain that the speed and
simplicity brought by developing ICTs were parttlois impetus for new attention to the

business model phenomenon.

Morris et al (2005) also note that the interedtusiness models is relatively recent, and
situate this school of research within the decadasing the end of the $@nd beginning

of the 28! Century. They also reference it to theetv economy(p727), in which
information and communications technologies undaegpivide range of new ‘e’-businesses
and ‘e’-commerce opportunities. As early as 1988dP@nd Millar highlighted the
strategic significance of the Internet and inforimatechnologies...

“...transforming the nature of products, processes)ganies, industries, and even
competition itself. Until recently, most manageesated information technology as
a support service and delegated it .... Now, howeaxgary company must
understand the broad effects and implications @fiw technology and how it can
create substantial and sustainable competitiverddgas” (Porter and Millar, 1985
pl149).

Importantly, Porter and Millar identify three wayswhich technology directly affected
competitive advantage: by altering industry streesy supporting cost and differentiation
strategies, and creating entirely new businessestHe last of these three which is of
relevance here, as it is inclusive of the concépi@ business model, for which can also
be read ‘e-business model’, as the largest volumesearch has come from electronic
commerce (Mahadevan, 2000). It has been proposgdthil business model is in fact the

best available unit of analysis for value creation:
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“(N)o single entrepreneurship or strategic managegrtieeory can fully explain the
value creation potential of e-business. Rathemtagration of the received
theoretical perspectives on value creation is neeeéfie@ enable such an integration,
we offer the business model construct as a urahafysis for future research on
value creation in e-business. A business modektefhie design of transaction
content, structure, and governance so as to cvaaie through the exploitation of
business opportunities. We propose that a firmsness model is an important
focus of innovation and a crucial source of valtgation for the firm and its
suppliers, partners, and customers” (Amit and 26101 p.493)

Whilst what Amit and Zott propose seems logical aipplication can prove problematic. To
use the concept of a ‘business model’ as a unigigeance point can be complex because
the definition of whata business models, represents or comprises, is has been shown, fa
from certain. However, in order to understand hbeytare changing in response to shifting
boundaries and relationships within the music ifgugalue chain, it is important for the
author to propose one common understanding of twhainess models’ actually are in

order to ensure the robustness and generalisadbilttyis research. Numerous
commentators have doubts about the various deifitstiframeworks and specifications that
have been put forward:

Year Author and commentary

2000 Gordijn et al (2000) : “how an e-business ehmdust be defined and specified
is a largely open issue”

Mahadevan (2000) “a consistent definition arichenework for a business
model for Internet- based business is still norstexit”

2001 Alt, (2001) “The term 'business model' often rersaindefined and a consen
on the elements of business models is lacking”

Porter (2001) “The definition of a business madehurky at best”

2002 Chesbrough and Rosenbloom (200&hile the term ‘business model’ is oft
used these days, it is seldom defined explicitly”

Osterwalder and Pigneur (2002) said “even thoughynpeople talk about
them, rare are the business model concepts ancister® a common
understanding of what is meant by a business model”

2003 Wang and Chan (2003) say “The term "busimestel" is not well defined
despite the fact that it is so pervasively used”

2004 Osterwalder (2004) “some confusions existeamng business models”

Rappa (2004) said “Business models are perhaxmntst discussed and least
understood aspect of the web”

2005 Morris et al (2005) assert that “No conseretists regarding the definition,
nature, structure, and evolution of business mddels

Table 2.3 Commentary questioning the nature of a ksiness model.

44



However the relevance and validity of the concsptdt in doubt:

Year | Author and commentary

2000 Berghel (2000) defined the business modal“asre business issue”; Gordijn et
al (2000) say “An electronic business model isnaportant baseline for the
development of e-commerce system applications”.

2001 Linder and Cantrell (2001) “How do comparsesceed? They choose an
effective business model and execute it superbly”

2002 Magretta (2002) “Business models are stohiasexplain how enterprises work.
They answer age-old questions, such as who isustermer and what does the
customer value? ...How do we make money in this lassimnd what is the

underlying economic logic that explains how we dehver value to customers|at
an appropriate cost?”; Chesbrough and Rosenbld2002] discuss the “Role of
business model in capturing value from early stagbnology”

2003 Afuah and Tucci (2003d)scuss “the central role that business models ipléye
face of the Internet”; Hamel and Valikangas (20@&nment that “In a turbuler
age, the only dependable advantage is a supepacitg for reinventing your
business model before circumstances force you to.”

—+

2004 Yip (2004) believes that “business models stegd important light on how we
understand and practice strategy”; Osterwalder4p@0ted that “Though the
excessive dotcom hype negatively earmarked theesgjun | believed the
concept of business models would reemerge as &hglptrument in
management. This proved to be the right decision...”

2005 Morris et al (2005) note that “the businesslehdolds promise as a unifying unit
of analysis that can facilitate theory developmer@ntrepreneurship”; Leyshon
et al (2005) “examines responses to the crisiarfarm of three distinctive

business models that represent different strategite face of the contemporary
crisis of the musical economy, an arena within Wlaaange of experiments arg
being undertaken in an effort to develop new waygenerating income”.

Table 2.4 Commentary confirming importance of a bumess model.

Despite this widespread agreement on the ambigyetusssentiahatureof the business
model, onalefinitionhas yet to be agreed. As Petrovic et al have(2aiai) it is
necessary to ground the definition of a businesdeinon established theory in order to
ensure that the continued application of the atdtsmiected definition is resistant to
challenge. Li has proposed (2007) that definitialhsevolve around “how a business
works and what logic creates its value” (p133)thig is not of significant assistance in
trying to evaluate one particular model, so théofeing section appraises current
definitions and explains how and why the Osterwatoi@ology was selected as a
framework to support analysis of the MVine busin@sglel. It is important to note that
business models appear to have many different coenis dependent upon the market
within which they are applied. Porter proposed thistnot possible to evaluate a business

model independent of the industry context withirichht is situated (2001) and this author
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agrees: it is for this reason that the music ingusackground detailed in Chapter 3 is of

such importance.

2.6.1 Categorising business models

The analysis of a business model is made more @niyl suggestions that not only is a
single definition either impossible or irrelevagilt and Zimmerman, 2001) but also that
agreement on a unique typology or taxonomy alsmsée be impossible. A review of the
literatures defining the business model constrigtilights a wide variety of approaches

from the generic and abstract (Magretta, 2002;dv&tret al., 2001) to the concrete
(Osterwalder and Pigneur, 2002; Timmers, 1998).rid@t al (2005) assert that there has
been no attempt to prioritise critical researchstjo@s or establish research streams relating
to models, despite the thorough analyses presenteateli (Pateli and Giaglis, 2004;

Pateli, 2002), Vassilopoulou (2003) and Osterwa(dé04).

Vassilopoulou et al (2003) compiled a useful clndrich demonstrates the variations within
relevant literatures, which this author has expdniddake account of subsequent work in
this area: some explain what the purpose of a basimodel is, whilst others focus on the
business model’s primary elements, and possiblytnes in which they are related — this
work in itself clarifies some of the difficulties applying business model as a unit of

analysis:

Author(s) Definition

Magretta (2002) | A story that explains how an gurise works.

Petrovic et al. A description of the logic of a “business systemr’ ¢reating value that

(2001) (Auer and lies behind the actual processes.
Follack, 2002)

(Jutla et al., 1999) The business model determin@scesseandtransactions(i.e.
business process - retail [external, internal]cprement, transaction-
buy, payment registration etc.)

Applegate (2001) A description of a complex business that enablasysof itsstructure
therelationshipsamong structural elements, and how it will resptm
the real world.

=5

Timmers (1998) | An architecture for theoduct serviceandinformation flows

including a description of the various businastrsand theiroles a
description of the potentidlenefitsfor the various business actors; and
descriptions obources of revenues

Osterwalder & | A description of thevaluea company offers to one or sevesagments
Pigneur (2002) | of customersnd thearchitecture of the firnand itsnetwork of partner
for creating, marketing and delivering this valuel eelationship
capital, in order to generate profitable and sustainedlenues
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streams

(Weill and Vitale,
2001)

A description of theolesandrelationshipsamong a firm’s consumer
customers, allies and suppliers that identifiesniagor flows of
product information andmoney and the majobenefitsto participants

(Hawkins, 2001)

A description of the commercighationshipbetween a business
enterprise and theroductsand/orservicest provides in the market.
More specifically, it is a way of structuring vangcost and revenue
streamssuch that a business becomes viable, usually isghse of
being able to sustain itself on the basis of tloemne it generates.

Tapscott et al.
(2000)

A business model is about the invention of nale propositionshat
transform theules of competitionand mobilize people and resource
to unprecedented levels pérformance

(Yip, 2004)

A business model embraces the targstomeythenature of the
businesand howevenuegand hopefully profits) are generated.

Afuah and Tucci
(2003)

The method by which a firfouilds and uses its resourcesoffer its
customerdetter value than its competitoand to make money in
doing so.

(Rappa, 2004)

A business model is thethod of doing busineby which a company
can sustain itself -- that igenerate revenu@ he business model
spells-out how a company makes money by specifyingre it is
positioned in thevalue chain

(Mansfield and
Fourie, 2004)

A business model most commonly describeditik@gebetween a
firm’s resources and functiorend itsenvironmentlt is a contingency
model that finds an optimal mode of operation fepacific situation i

a specific market.

Table 2.5: Business model definitions (after Vassipoulou et al, 2003)

S

The authors participating in the 2010 special editf Long Range Planning add somewhat
to the debate. Zott and Amit repeat their 2001rdlgdin (2010 p.210) and it is also quoted
by Svejenova et al. (2010 p.408) and Sosna efpaB85). Gambardella uses David Teece’s

very similar definition, from the same issue, dfusiness model as “reflecting

‘management’s hypothesis about what customers \mamt,they want it, and how an

enterprise can best meet these needs and getopaidifg so’” (2010 p.263).

Other similar definitions arise in the contributsonf Casadesus-Masannell and Ricart
(2010 p.196) Demil and Lecocq (2010 p.231) Wirtale(2010 p.274) and others, all

having in common the translation of value propossiinto profit.
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2.6.2 Osterwalder, value chains, business modeld e music industry

The three sub-divisions of business model liteegihat Osterwalder analysed deal with
« therevenue/productaspects of business (Rappa, 2004; Tapscott 08I0)
« those which deal withbusiness actor and networkaspects (Afuah and Tucci,
2003a; Amit and Zott, 2001; Gordijn and Akkerma@02; Timmers, 1998)
« those which deal with themarketing-specific aspects of business models (Hamel
and Valikangas, 2003; Petrovic et al., 2001)
Osterwalder noted that “(m)ost authors that havdemrabout business models cover one
or two and sometimes all of the three aspects...02208). He illustrated through his
review of relevant literatures that none of thgggraaches were practical; although some
were rigorous they were mainly conceptual and stHazing mostly descriptive, had “low
conceptual contribution” (2002, p.8) in contrashis highly logical and applied
theoretical/ontological framework. Whether apprilsaauthor or by category of research,
it is clear that this field requires more detaiéathlysis and that there is currently no
standard definition or method of evaluation of aihass model. However in view of the
research questions proposed within this dissenta@sterwalder’'s model proves of
significant value and reflects the very practiggb@ach that this case-based research has
taken throughout. As was noted in 2.5 above, “Urecept of a business model in relation to
this dissertation is a simplification of businestiaties in order to decompose them and
understand how they can be adapted to benefit fr@enmew value framework embedded at

the heart of the model”.

Osterwalder proposes that new relationships armhabs within the value creation
processes create collaborations of companies vihittirn produce totally new — often
information-based — products and services, eagbhath requires a business model
specific to its particular characteristics. Thehantproposes that this inherent flexibility
together with the embedding of the value framewmitkin the business model ontology is
critical to any applied understanding of the bussneodel construct. As Bouwman and
Maclnnes have noted (2006), and as supported (3006) Osterwalder provides a very
useful set of tools through which a business modelbe constructed, assessed, and even
amended if required, to account for changes wighements of the ontology and in

particular, through the integration of new or diéfiet understandings of the value chain.
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He mentions not only Porter’s original theoreticahstruct but also the proposed
extensions of this into such new constructs aptlaeiously-noted value shops and value
networks (1998). Bouwman and Maclnnes also highligat although previous literatures
on business models have taken each model to e atalinflexible, it is more important
for a business model based on emergent and innevaithnologies such as the Internet to

be capable of changing over time, flexibility fohieh Osterwalder’s framework provides.

Osterwalder proposed that the impact of ICTs iucéth the costs of doing business
efficiently required an increase in the number algin which companies arranged
themselves both internally, throughout the valugirthand externally through the value
system, through alliances and partnerships of i@tyamot previously possible. One
consequence of this was that companies could bpildew networks and alliances, thus
profiting from sharing the subsequent, more diyedirevenue streams. Another
consequence was that the number of stakeholdéne icompany’s business increased, and
the business itself becomes more complex both denstand and to explain. To assist in
this explanation, Osterwalder offers nine differel@ments, each of which was proposed as
a building block in the construction of the busmesodel, defined by him as

“a conceptual tool that contains a set of elemantktheir relationships and allows
expressing the business logic of a specific fitnis & description of the value a
company offers to one or several segments of cle®and of the architecture of
the firm and its network of partners for creating@grketing, and delivering this
value and relationship capital, to generate prolig@and sustainable revenue
streams”(Osterwalder et al., 2005 p18).
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Pillar

Business Model
Building Block

Description

Value Proposition

Gives an overall view of a company’s bundle of products and services.

Customer Interface

Target Customer

Describes the segments of customers a company wants to offer value to.

Distribution Channel

Describes the various means of the company to get in touch with its customers.

Relationship

Explains the kind of links a company establishes between itself and its
different customer segments.

Infrastructure
Management

Value Configuration

Describes the arrangement of activities and resources.

Core Competency

Outlines the competencies necessary to execute the company’s business model.

Partner Network

Portrays the network of cooperative agreements with other companies
necessary to efficiently offer and commercialise value.

Cost Structure

Sums up the monetary consequences of the means employed in the

Financial Aspects business model.

Revenue Model

Describes the way a company makes money through a variety of revenue flows.

Table 2.6 Osterwalder's nine business model buildgnblocks (Li, 2006)

This definition and deconstruction of a businesslehdas powerful: once realised, it allows
those within and outside a company or organisdtddentify those elements which
contribute best and least to success. Osterwatdpopes the benefits of such an
ontological approach as being helpful in understamthe elements of a business model
and the relationships between them, thus helpingagers to communicate those elements
internally and externally, and allowing structuged thoughtful changes in the current
model. He approximates his approach to that of &édstBalanced Scorecard (Kaplan and
Norton, 1992) in that it can not only help to chenigut to identify where changes are
required, and finally he proposes that his appr@dicus for business simulation rather
than actual implementation allowing learning to eatimrough painless synthetic activities
(2002, p.2).

This author proposes that Osterwalder’s robusictired and detailed approach best
enables a logical unpicking of the elements of lausiness model, regardless of its
complexity, heritage or industry/sector contexte Buthor proposes that internet related
technologies have resulted in an evolution of thditional music industry value chain into
a more interactive value framework, from which nawginess models are capable of

emerging that were not previously possible. Fa thason, it is important to note that
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Osterwalder’s approach supports analysis of thextffof this new value framework upon
music industry business models, as he embeds pabpesitions and value chains at the
heart of his model in “Product Innovation” and ‘fimétructure Management” pillars. It is
also important to note that through the third pib&“Customer Relationship” the customer
is also in a centrally critical position, which agaupports this dissertations presentation of
the consumer as more integrally involved in theigaithain than has previously been

possible.

The author realises that this integral, cross+tgttembededdness” provides a challenge
when positioned within Osterwalder’s very logicataogical approach. The author
proposes to deal with this tension between logefeexibility through the presentation of
three results chapters. As the new value framevgodieeply embedded within
Osterwalder’s ontological approach, it is first datemost critical to provide evidence for
its existence and structure, which is providedetad in Chapter 5, providing a concrete
answer to the first research question: how hawbtioaal music industry value chains
changed as a result of technological developmetitspter 6 will apply Osterwalder’s 4-
pillar framework directly to the central case studyMVine, referencing collateral cases
where relevant and identifying where the new véilamework evidenced in Chapter 5
most directly affects and impacts upon Osterwatdenitology. As Chapter 5, this chapter
provides very detailed and substantial materiatsrder to present answers to the second
research question, through identification of thg &earacteristics of music industry

business models.

In this way these chapters will analyse and distussesults of the research with
reference to the specific research questions peahas order to reinforce this contribution
of a new framework of value, and to show how the framework provides a valuable
guide to the creation of successful and sustaimablgc industry business models. The
implementation of the new value framework contrdalin this dissertation, incorporating
that of Porter, but revised to allow for the newlieractive relationships between customer
and artist, will therefore add a new layer of indyspecific relevance to Osterwalder’s
original model. This will make it even more usefii relevant actors as a guide to the

understanding and creation of value in the modersienindustry.
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2.7 Summary

This chapter has provided a description and arsbfdihe concept of a value chain and its
evolution across the course of the last three decado a more open, flexible and
adaptable framework. The concept of a business hmadebeen discussed and whilst
definition of its nature and agreement on its dtunsit elements has been shown to be
lacking, the author has substantiated her dectsieelect the framework employed by
Osterwalder in analysing the business model ofdbal case study as well as those of the
collateral cases. She has also clarified the inapo#g of the new value framework upon
which these business models are based, illustrdtmact that it is embedded within,
rather than mapped onto Osterwalder’s framework.

Now that the concepts of a value chain and a bssimedel have been discussed, it is
important to provide the industry-specific contexthin which they are to be applied.
Chapter 3 will elaborate on the nature of the musdastry from its inception to the end of
the 20" Century, providing a detailed backdrop againstwho set technological
developments which illustrate the impact of disiwgtechnologies on the music industry
in the late 28 and early 2% Century. This helps to show the increasing flditibof
relationships and networks that resulted from dmssuption, which underpin this
dissertation’s contribution of a new and more raftgyapplicable and useful framework of

value than those presented to date.
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Chapter 3. Evolution of the music industry

"There was a time when a song couldn't be owned amld like
to go back to that. Honestly. | know this is shagtnyself in the
foot, but I'm not sure that musicians should beintak lot of money
- if any money. | like the passing the hat. | like idea that we could
survive by playing music - but I'm a little morératted to the idea
of people who have a day job and do honest wordk tlagir passion
is music. There's a lot of honour in that. Rightvitbose people are
the heroes, because music is moving back to avtinea it couldn't

be owned." (Hersh, quoted in Shepherd, 2010b)

"Consumers have musical choice? What musical cRdiceur
society we choose only from what we are given tosh from, and
that choice is determined by 5 major media corporat who
control the exposure outlets that consumers deperfdr their

entertainment.” (Christopher Knab, FourFront Mediad Music)

3.1 Introduction

This chapter illustrates the relative stabilitynafisic industry value chains and business
models from Edison’s invention of the phonograpti877 to the late 2bCentury. It
describes pre-Internet value chains, the (invay)dbbel-led business models in place
which built upon them, and the importance of thetdoe of copyright in underpinning
music industry practice of the time. This chapkeréby establishes an essential context in
which to discuss the value-creating potential aflttional music industry business models
and subsequent, technologically-mediated chandenitite industry. The chapter
provides an essential and informative backdrop¢oradical upheavals both outside and
within the music industry as a result of the introtion of the internet and related
technologies at the end of the"™20entury.This chapter goes on to outline the
technological developments which led up to andfedd the introduction of the internet,
particularly free distribution of MP3 compressi@ctinology which allowed for unfettered

copying and redistribution of unlimited high qugltopies of music files through the
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internet. The chapter will show how these eventsaiened the principle of copyright and
thus contextualise subsequent analysis of new essimodels which emerged, building on

new value adding relationships which had previounsiybeen possible.

3.2 Copyright in the music industry

“Music” as a pure concept proves hard to defindldzart symphony is indisputably
music, but what of a mobile phone ringtone versibfirir Elize’? However Garofalo
presents a succinct explanation of plueposeof ‘the music industry’: “fundamentally to
transform its cultural products into financial redst’ (1999 p.318). This is echoed
somewhat more stridently by Bishop, who said

“Below the glamour, glitter and stardom the bottiome of the music industry is to
obtain high quality content as cheaply as possibt&to vend that content to as
many people as possible for the highest price theket will allow” (2005 p.445).

Indeed the title of this thesis reflects this pedve, in its use of the title of Pink Floyd’s
1975 track from their aloum “Wish You Were HeréWelcome to the Machine” , a song
which reflects the band’s view of the music indysts a ‘machine’ which exists to make
money, rather than existing to support and proraatandividual’s artistic expression. The
essential element in the formula which transforrme$ic into money was the doctrine of
copyright — see its position in the traditional meuadustry value chain in figure 1.2, where
it can be clearly seen to be a critical componenhé value chain of the traditional music
industry. Whilst it is also present in the compietew value framework in Figure 1.1, it is
equally clearly bypassed by the new linkages betveetist and consumer and the ability of
both to contribute value at all stages along tleipusly locked-down value chain that can
be seen in this figure. These are proven throughirezal research in Chapter 5 below. This
Is worthy of early attention, as it will be shownthis chapter that it was commonly
available and easy to use technological develomnehich facilitated the evasion or
complete avoidance of copyright restrictions inmmgsic industry. As will be discussed in
Chapter 7, the conclusion of this dissertationiefage other industries such as film,
science, and print/television news where the teldgically facilitated direct relationships
between individual creators and consumers, ovewdtd avoidance or evasion of copyright

restrictions, has resulted in similar problems wgithilarly disruptive consequences.

A copyright — literally a right to copy - is a s#texclusive rights which are granted by the

enforcing government. They are usually grantedaftimited amount of time, to regulate
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the use of a way or manner in which an idea orimédion is expressed. Copyright can be
held in a wide range of creative or artistic foronsworks" including musical works and
sound recordings. Copyright is a type of intellecjproperty (‘IP’), which term reflects the
idea that the subject matter of IP is the prodé@ithe mind or the intellect. Once
established, IP is generally treated as equivatetangible property. For a brief history of
the doctrine of copyright see Appendix A.

The term of copyright for a sound recording in th€is 50 years (the current act is the
Copyright, Designs and Patents Act 1988) althomgtther countries, for example the
United States, it is 70 years. This (it has beda Isg many commentators, notably Frith
1988) was largely achieved by publishers pushingfeater expansion of their own
interests and is frequently referred to as an exawighow shifts in copyright law have
been about extending copyright owners’ rights atdkpense of consumers’:

“the history of copyright law is the history of teeeady extension of what can’t be
done...and by and large... the law has worked to pressypyright owners’
monopoly rights whatever the changes in the mearepooduction” (Frith, 1988
p.71).

3.2.1 Fair use

‘Fair use’ in the US is known as ‘fair dealing’time UK and is particular to copyright law.
It is also known as ‘free use’ or ‘fair practicahd sets out certain actions that may be
carried out without being regarded as an ‘infringathof the copyright in the work. The
idea behind this is that if copyright laws are testrictive, they may stifle free speech,
news reporting, or result in disproportionate pgesifor inconsequential or accidental
inclusion. Under these rules, it may be possibles® quotations or excerpts, where the

work has been made available to the public, (Léliphed) provided that:

e The use is deemed acceptable under the terms afefaling
* That the quoted material is justified, and no ntben is necessary is included
* The source of the quoted material is mentionedgaleith the name of the author
» Typical free uses of work include:
o0 Inclusion for the purpose of news reporting
0 Incidental (i.e. unintentional) inclusion
o National laws typically allow limited private andwecational use
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The introduction of new technologies, in particulae Internet and freely available
compression technologies, makes this an even nifbicutl area of copyright law,

increasing the possibility of public access viar‘tese’ whilst threatening copyright
holders’ rewards, and attacking traditionally ingmable and well-guarded musical

institutions of reproduction and distribution.

As Garofalo noted, (quoting an article by Robe&admuelson in the Washington Post of 17
September 1998 (2003) the advent of digital teabgiek raised concerns:

“such measures compel us to revisit the diministéngain of fair use...if data can

be protected by code, and it’s illegal to breakdbde, then fair use for anything

that arrives digitally may vanish” (p.97)
Because they had the exclusive right to copy astiibute the work, record companies had
a monopoly over distribution and this therefore smttem the ones who initially benefited
financially from the copying and dissemination e€ordings. Although the system was
vital for the continued existence of record comparis they were at the end of th& 20
Century, there was more than a suspicion that egipyunderpinned vastly unequal
rewards (Kretschmer, 2005; McCourt and Burkart,20@ve, 2000). Although the
recording and release of an album using traditiamethods could be very costly,
distribution of a successful alboum could recouséhenormous investments - for the
majors, in particular, distribution was frequertbst effective, as it would be done through

a wholly owned subsidiary company.

3.2.2 Copyright and contracts

Traditionally, taking a piece of music from the ipoof creation through to its purchase by a
consumer was a long, drawn out and - importantigpital-intensive and very expensive
process. It involved a wide variety of people withny different skill sets (Harris and
Colegrave, 2005; Passman, 2004; Dobie, 2001). &tmd company’s first point of contact
with an artist was through A&R, those individualkage job it was to continuously scout
for talent that they believed would bring a commaribenefit to the company (Albini,

2005; Rushe, 2004; Hirsch, 1972). They approacheld wlent with a view to negotiating

the signing of a recording contract, often invotythe artist's manager if they had one.

The ownership of copyright rarely remains wheratts (with the individual creator — in
this case the artist) although it is vested thengeirpetuity. In the music industry, it was
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historically those intermediaries who provided sgkifis and abilities as promotional
connections and experience, risk-capital and 8istion who were the most likely
recipients of copyright. These include record conigmand publishers (Passman, 2004).
Rights can be assigned from one party to anotherder to be bartered for resources that
the current owner does not have. The simplest daugpicontracts allowed for copyright (in
one, some, all, or all future works over a defipedod of time) to be exchanged for an
advance to the artist so that they could pay theig expenses, recording studio time and
other outgoings. Usually the contract required thatartist produced a specific amount and
type of work (albums, singles, tours and so onhiwiax certain time period. The advance
was then ‘recouped’ from any income the artist nfaol@ these activities before he or she
earned any more money. Dobie saw this relationsh@very positive light. The record
company provided the artist with

“creative space and access to facilities in ordaricourage the creative process,
nurturing the production and development of idéas tan be turned into marketable
commodities” and all the artist has to do is “campewith the raw creativity” (2001

p2).
The converse of this is the very practical pointimthat an artist is only able to access this
‘creative space’ because they are sheltering bediredord label contract in which the label
takes on responsibility for managing the variodatienships required in the process of
creating, recording, distributing, performing arrdfiing from music. Theoretically this
leaves the artist free to focus on what they do, Imesking music. However it was proposed
by some more critical commentators that the antast put under undue pressure to produce
‘popular’ (i.e. profitable) music rather than whiagey felt was true to their artistic

temperament and sensibilities (Albini, 2005).

The major record companies have great reach a@adgskr through their vertically
integrated network of promotional media opport@sitincluding TV, radio, CD, film,
books and magazines. This gives them additionalente over author and public, artist
and audience, locally, sometimes nationally aretjdently, in the case of the majors,
globally. Not only are they able to make more mooet/of these dissemination
opportunities, but the continual expansion of cagyrprotection laws means that they are
also able to make more money out of content fogéonCopyright has become, in fact,
almost entirely defined in economic terms, as a ofagnsuring that revenue is derived

from usage of a work.
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In legal terms, the basic argument is between thdgesee creative works as just another
type of property, with what are increasingly prdsdras inalienable property rights, and
those who see copyright as a deal struck with imegeople by the state, one which is
intended to benefit both sides. Copyright histargmorts the second view, but since the
mid-1970's there has been increasing legal supmottte first (Thompson, 2005).

The various rights of each participant in evergstaf the creation, production and
distribution process highlight the complexitiescopyright law: “different rights subsist in
the different parts of a music commodity, whiclium are exploited by one or the other of
the intermediaries” (Dobie, 2001). Copyright lssrxcomplex because it is in a constant
state of change: Litman (2000) attributed muchdf tonstant state of change to the
success of publishing industry lobby groups wheardke last half century, have been
instrumental in shifting the dominant copyright ay@tor from that of a bargain, to a set of
incentives, to a system of controls. Copyrightis®aomplex because it varies widely
across different jurisdictions and technology s@ssaconsistently across different
territories and marketplaces: as Chris Andersorcbhasnented,

“We talk about “the marketplace” as though it'satis thing. But it's more like a
river. There are broad, slow moving parts, andetfaee rapids. We're heading into
some exciting rapids. And the only way forwardhisotugh”(2010)

3.3 Structure of the 28" Century music industry

Against this backdrop of slowly evolving copyrighactrine, the structure of the record
industry had crystallised by around 1945. From thetil the early 2% Century, despite
technological changes to methods of productionptsec industry structure and process
remained the same (Ponce, 1999); a small numbarg#, integrated companies controlled
the production of music, mainly through their owstep of the means of record production
and distribution. In the evolution of market medsams which transform cultural products
into such large financial rewards, the music indusas gone through three phases, each
dominated by a different organisation:

1. Music publishing housesvhich occupied the power centre of the industngmwsheet
music was the primary vehicle for disseminatingydapmusic, but which have mostly
devolved into subsidiaries of record companies;

2. Record companiesvhich ascended to power as recorded music aathideinance,

displacing publishing houses; and
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3. Transnational entertainment corporatignghich cross all networks, integrated
inextricably with most, if not all functions of dadncreasingly these transnationals
promote music as an ever-expanding series of revsineams — record sales, advertising
revenue, movie tie-ins, streaming audio on them@ie— no longer tied to a particular
sound carrier (Garofalo, 1999). Usually describethtn terms of their size and also the
degree of control they have over their productieiveere three distinct and significant

layers in the music industry hierarchy (Passm@0642Burnett, 1995), as follow.

3.3.1 ‘Majors’

Known colloquially but worldwide as the ‘Big Fouwt simply, the ‘majors’; SonyBMG,
Universal, EMI and Warner are fully integrated, lwgfly represented companies with a
number of divisions, including ‘artiste and repadbdor the selection of potentially
successful artists (better known, and identifi@arfthere on in this dissertation, as ‘A&R’),
sales, marketing, promotion, product managememt,media, production, finance,
business affairs/legal, and an international divigiPassman, 2004). The majors make less
than 1 in 5 of all controlled releases, and seduaty 0% of recorded music worldwide
(Cumberland, R). The rest is sold by the indepetsdés can be seen from the image
below, there has been a slow but steady consaidafi power and control within the
majors, (Leyshon et al., 2005; Fox, 2004; Zhu Bad¢Quarrie, 2003; Kretschmer et al.,
2001).

1980 MCA CBS Warner RCA Caﬂijf’” |POIyGram

_ Sk

Bertelsmann

Sony @

Matsushita Merge w/ Time, Inc.
Time-Warner
1990
_) Acquires Virgin
Seagram's ] Records
@S
2000 Vivendi Merge with AOL
AQL -Time Warner
[ Merge 804 |

2005 | Vivendi/Universal SonyBMG AOL-Time Warner EMI

Fig 3.1 Industryconsolidation, 1980 — 2005 (Bish@R2005)
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The major record labels are rarely configured sngsame way from one year to the next,
and this makes it difficult to keep track of thempetations of ownership across the years.
A joint venture between Sony/BMG was initially aled by the EU in July 2004, reviewed
and finally cleared in October 2007, reducing thenber of major labels from the ‘Big
Five’ to the ‘Big Four’. However the combination svaot successful and Sony bought out
BMG for $900m in October 2008 (Nakashima, 2008).

EMI and WMG each made a bid for the other in 2@M) was then subject of an
unsuccessful buy-out by Permira, followed by a sastul buyout by Guy Hands’ venture
capital company, Terra Firma in August 2007 foddallion. In November 2010 after
fierce court battles, Hands lost his attempt tolsaerstwhile advisors in the buyout
Citigroup, for their advice during his acquisitiohEMI at the height of the boom in 2007.
He admitted in court that EMI was only worth h&létE4.2m he paid for it, and whilst it
was expected that the other two majors will makeldor some or all of the ailing major’s
assets (Armitstead, 2010) Citigroup bought the caomgpn January 2011.

3.3.2 Mini-majors

The next layer are the ‘mini-majors’ (Lee, 1995)0p smaller but still fully staffed
companies with everything except the ability tariisite records to the stores; all are
distributed by the majors and many are owned byrtaprs. Examples include The
Beggars Group, V2, and Domino Records.

3.3.3 Independents

‘Independent’ or ‘indie’ labels are the final layarthe record company hierarchy and come
in two types; major-distributed independents ané independents. The former may have
little or no staff, but sign artists and contraetth a major or mini-major to perform all
functions except for recording. The latter has ffitiaion with any other record company,
and is financed through its owners and/or inves®@essman, 2004). Both types of
independent operate less conventionally than tHersméCumberland, 2006). As McLeod
notes (2005), although wary of romanticising indegent labels, “they do tend to be more
closely involved with artists, and are often runasiysts” (p525).
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They are often geographically local rather thamomai or international and focus on a
particular type of niche music. Often these indelesns or ‘indies’ started up around an
existing independent recording studio, represertiipgs of music ignored by the majors
(Burnett, 1995). Examples include Derek BirketOne Little Indian’, Damon Gough and

Andy Shallcross’s label, ‘Twisted Nerve’ and Gregfterman’s ‘Aware Records’.

As Lee has pointed out (1995) as well as the peedadeological attributes of the indie
(personal dedication to the artist, affiliation kvthe music, lack of established business
practices) there are many assumptions held absutdkegory of label which could be
challenged. It is frequently asserted that theyedmm entrepreneurial foundations
(Brown, 2004), that they are more flexible, respams$o trends and democratic than the
majors (Green, 2004) and so attract fresher, neattéGundersen, 2005) and that because
of these facts they act as hot houses or ‘R&Dtler majors (Leyshon et al., 2005;
Leyshon, 2001) ultimately, if successful, to baragated into a larger corporate entity. Lee
(1995) suggests that the relationships betweeroiaind ‘independent’ labels are, in fact,

more dynamic and complex than this slow and pueglytinevitable process of absorption.

3.4 The reproduction, distribution and promotion of music

Whilst the creation of music was historically a g#es personal and particular to each
artist, the reproduction, distribution and consumpbf that music was very much under
the control of the record labels, the only placthwie capital and capacity to support such

time consuming and costly processes which are itbeschere.

3.4.1 Reproduction of music

Reproduction of music was one critical aspect tieatly developing ICT rendered easily
accessible to a far wider range of people and carepaso it is important to understand the
context against which this new freedom was set.VHn®us stages of traditional

production work required to create a finished patdwuld be extensive and, even then, did
not represent the end of the process. Once trst hail finished recording the tracks they
had to be compiled and manufactured. Artwork, sle®ses, lyrics and other information

to be contained within the packaging of the albursingle had to be created and approved.
Manufacture was a straightforward but traditionakpensive job of ‘pressing’ (a phrase
covering the process used in the creation of efffi2ior vinyl products), packing and

storing the products until they were ready forrdsition.
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The Music Publishers Association (MPA) describesrtiusic publishing industry as
concerned with “developing, protecting and valumgsic” (Scott, 1999). Most major
publishing companies existed as a subsidiary ofafiiee major labels as has been shown
and for these, their role was simply one of accogntHowever, although the structure of
music publishing was broadly similar to that ofotcompanies, it differed in that there
were a wide range of independent music publistersause publishers didn’'t need a
distributor to do business (Passman, 2004). Folighibg companies not connected to a
major label there were a variety of jobs that tiveye expected to perform on behalf of the

artist, including:

* Producing performance materials (score and pantsdamonstration recordings

* Producing and licensing the production of printedsia

* Preparing promotional materials, including sampden@act Discs (CDs) and so on

* Promoting composers and songwriters to perfornbecsdcasters, record companies

and others who use music on a commercial basis
» Licensing the use of music

* Monitoring and tracking the use of the music thexsn@nd ensuring that proper

payment is made for all licensed uses
» Taking appropriate action against anyone using enughout the necessary licence

« Making royalty payments to songwriters and compogerespect of the usage of their

music

For international exploitation the publishers mighter into sub-publishing agreements
with companies that had the required cultural cotioes and knowledge to fully exploit
the musical works in their region. The relationshgtween a music publisher and a
songwriter/composer was supported by a publishimgract setting out the rights and
obligations of each to the other. Under these aatdgrsongwriters and composers assigned
the copyright in their music to the music publisimereturn for a commitment to promote,
exploit and protect that music. The publisher agjtegpay the songwriter/composer a
percentage of any income earned from such explwitais royalties. The publisher ensured
that all uses of music were properly licensed aad for and got commissions for new
work, registering the works of songwriters and cosgrs with all appropriate collecting
societies and agencies.
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3.4.2 Distribution of music

As well as making reproduction of music simple ¢ dew technologies also made it
possible for artists, fans and labels to distridatanore music, far more widely, than had
ever been possible before. Again it is importarddscribe traditional distribution processes
in order to contextualise the immense advantagaswly developing technologies
provided for independent musicians and smallerrcelabels, historically less able to

afford access to this tightly controlled functidintlee music industry. What follows
describes the complexity of the distribution fuootand illustrates how difficult it was for
an individual artist to negotiate the processedistfibution without help from a record

label which was well-connected to the various bedewhich payments must be made.

Distribution had been a lucrative part of the pes;en particular for the major record
labels, who acquired significant revenues from whaling large amounts of product
through distribution outlets that they already odjn® retail outlets which could not get the
product from anywhere else (Passman, 2004). Exdapendent labels sometimes used a
major distributor to ensure that their productsevarculated successfully. Once the
product was ready for market it was the job ofrderd company’s marketing department
to ensure that it got the widest possible levaamferage, on both TV and radio (Burnett,
1995) and through retail outlets.

Collection Societies operate across the music tneégsand monitor botHuplicationof
recordings to tapes and CDs, amtondary usagén other words, performances in the
media and in public places). The bodies vary framntry to country but cover very similar
interests; as a representative example, in theHdke are:

* MCPS (the Mechanical-Copyright Protection Societi)ch collects and distributes
'mechanical’ royalties, generated from the recgrdirmusic onto many different
formats, for distribution to their members - wriend publishers of music

(http://www.mcps.co.ul/

* PRS (the Performing Rights Society) which collédicisnce fees for the public

performance and broadcast of musical wohkig(//www.prs.co.uky/

* PPL (Phonographic Performance Ltd) a collectingesgdor record companies and
performers, which licenses radio stations, TV stetiand other broadcasters who use
sound recordings (records, tapes and so on) imgushops, clubs, pubs, restaurants and

other music users who play sound recordings inipibitp://www.ppluk.comy
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Rights exist in the composition, performance amrding of a tune and so there are at

least three types of royalty that a copyright holo®uld expect to receive (Passman, 2004):
1. Artist Royalties

A percentage of the retail price (normally arouda) paid to the artist for each product

(single, album, recording etc) sold to retailers.

2. Performance rights
Royalties come from the ‘musical work’ itself andrh its source, the ‘sound recording’. If
a ‘musical work’is performed or broadcast in a public place (@xthe radio) the royalty is
collected by the PRS through a system of licenamdymonitoring, then it goes to the
publisher and songwriter. If'aound recording’is performed or broadcast, the radio station
would pay royalties to PPL, who pay record compaiteir share (usually 50%) and
performers (again 50%, redistributed 65%:35% betwksatured artist(s)’ and ‘non-
featured artists’).

3. Mechanical Rights
For every mechanical reproduction of a recording@®, tape, vinyl and so on) the record
company pays royalties to the MCPS which are tkedrstributed to the relevant member

publishers and composers.

3.4.3 Promotion of music

As the sections above illustrate and as Hirscmlbésd (1972), new music did not reach the
consumer until it had been processed through assefigatekeepers and promoted to the
audience of consumers. Consumption in this sersaatinecessarily require a ‘customer’,
as music can be consumed without being purchasedrélcord companies would ‘plug’
(promote) the record to a radio station which wdtleh play it on a rotation (i.e. a set
number of plays per day) that reflected its potdrand actual popularity. These were
measured through a combination of what the preseatel management of each radio
station thought of its chances of success, amubggion in the charts. Leaving to one side
for the moment the initial music industry problefmralividuals’ illegal taping of music

from the radio, ‘consumption’ of music was gengré#firough listening to it on the radio or

television, or through the purchase of vinyl/cagsttpes/CDs.
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In order to purchase music the individual had gorte of the shops which sold the music
that they wanted. Again the record companies spéottof time promoting their acts and
artists to these outlets and ensuring that théstamere given the best possible ‘rack
space’ (i.e. the number of physical CDs that wesmmmodated within the store at any one
time) and promotional support, the latter oftew@mjunction with local radio stations. It is
worth noting that a significant factor contributitggthe weakening of the labels’ strength
was the increasing use of CDs as “loss leadersfidrgasingly powerful retailers such as
Tesco and Walmart, as a mechanism to get shopgertheir store by pricing them at far
less than main stream record shops could afforieh tarder that customers would stay and
buy other items (Wood, 2008)

3.5 The Star System

The record label took on all of the responsibiitisted above and had to find the best way
possible to mitigate the enormous costs of prodactnanufacturing, reproduction and
distribution of a record; of course, economiesaafls and capital resources benefited the
major labels (Burnett, 1995). However it was nat complex and expensive: the creation
of a successful single or aloum was dependent apother uncontrollable factor. It was
very difficult to identify which artists would beiscessful before investing the time, effort
and money required to get their music to marketkiNtathis prediction about successful
artists’ output was not always simple: Hugely papwjlobal artist Robbie Williams’ long
awaited 2006 album ‘Rudebox’ was a commercial faildespite being the 18th best-selling
album of 2006 worldwide according to the IFPI; thheads of department responsible for its
production got fired by EMI (Burmeister, 2007). Whiat the same time, equally globally
renowned artist Mariah Carey’s contemporaneousnalflne Emancipation of Mimi’,
following on from critically panned albums ‘Glittg2001) and ‘Charmbracelet’ (2003),

was an unexpected success, receiving ten GrammydAwgmninations (Masnick, 2010).

Making these sort of predictions about new and omknartists was even more difficult,
particularly in view of the shifting tastes of tbensumer of music (Hirsch, 1972). Prior to
digital distribution, many more records were maumtcould ever reach the end consumer
through the finite resources of shop space and faldylists. Very few of the many
thousands of aspiring artists ever got to the stégeyning a recording contract and of
those that did only 20% even covered their cosasgan, 2004; Burnett, 1995; Chapple
and Garofalo, 1977), so record companies had tartdypredict which were likely to
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succeed so that they did not waste resources pragnatprofitable artists (Caves, 2000).
This necessitated the implementation of a stratdggh became known as ‘the Star
System’, in which labels presume that only oneemartists on their books will be a ‘star’,
generating enough revenues to support the lesessfot artists (Eisenberg, 2005).

The record company retained in the majority of safdl veto power over any aspect of an
artist’s work” (Diamond, 2003). Both new and esistiéd artists also resented the intense
pressure that labels were said to put them underder to produce a second album as soon
as possible after the first one, which was heldg@ounterproductive. Labels often
demanded this within only months after their firsbrder to capitalise on the market for
their music - whilst at the same time the artiss wary probably lacking in material (the
best of which had been used up in the productiaghef first album) and lacking the time

to produce more good new material because they fnemyaently also very busy touring to
promote their first alboum. This became known a®\B$- Difficult Second Album
Syndrome (Lynskey, 2003).

Some commentators (Albini, 2005; Harris and Colegr2005; Barfe, 2004; Passman,
2004; Lam and Tan, 2001) note how much of thetartip-front payment was recouped by
major labels in fees for tour support, promotioactivities and so on: although a single CD
of a popular artists work might have cost the laselittle as 50p per unit to produce, it
would sell for up to £15 per CD, of which the lakept between 80 and 90% (Diamond,
2003). However the ‘star system’ implies that theis#its are required not only to pay the
record label executives but also to cover the aafstise nine artists/groups/acts which do
not succeed for every star that is born, which pudgferent perspective upon the equation

altogether.

3.6 Technology and the music industry

The record industry exists in order to find anddurce an artist and their work, and attempt
to ensure the creative and financial success ofatbhek through a variety of promotional
methods. The majors in particular, with their fanging, vertically integrated and capital
intensive operational structure, have historicalign able to make a huge profit out of
these operations (Chapple and Garofalo, 1977). @giyprotection is what makes it
possible for these operations to make a profitlatv@thout the ability to rely on and

enforce copyright, the industry’s business model mvenue streams would have been
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under serious threat. The development of digi@inelogies heralded the first stirrings of

true disruption for the music industry.
3.6.1 Analogue to digital

From the invention of the gramophone until 1982simwas stored in an analogue format;
the only way to copy this audio effectively waddke the original, ‘master’ recording and
copy directly from it — an expensive, laborious #inte consuming, industrial-scale
process. This problem was overcome in 1948, whe3npm (‘revolutions per minute’)
LP (‘Long Playing’) record and the 45rpm vinyl redmg format was produced. The
45rpm became the preferred format for the singletiqularly as it suited the requirements
of jukebox manufacturers, and the ‘LP’ 33rpm becaneeusual format for albums.

That same year the hardier transistor replaceétdigde vacuum tube, facilitating the
development of mass-produced radios that were sméaghter and more durable than ever
before. These portable transistor radios permttiedlevelopment of a new, post WW2
‘babyboomer’ audience of music consumers with adrglisposable income than their
parents had enjoyed at their age. These “teenagevs’had the opportunity to listen to
their music in privacy rather than being tied te thusic which their parents listened to on
the family radio; and their music was “rock ‘n’ ol

The next important technological advance was thkierition of magnetic tape. Radio
stations and record companies took to it immediglrnett, 1995) and by 1950,
electromagnetic tape had completely overtakenréisarding (Frith, 1998). The

introduction of magnetic tape into recording stsdio replace the original and cumbersome
wax masters spread the accessibility of recorddegriology (Gronow, 1983). It was re-
useable, reproduced sound better at higher qubbty a longer playing time and could be
physically edited (Negus, 1993b). Importantly,lgcareduced production costs, which
enabled independent producers to join the recondiaket, because a record could now be
made almost anywhere, just as long as a pressmgamy was available to produce the

discs for sale.
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3.6.2 MTV, DAT, CD, CDR

The advent of music television and a dedicated oyusss followed these technological
developments. The idea behind MTV (which launcetid81 and was dubiously received
at first), was that the music industry would semeirtvideos, a relatively recent promotional
format, to MTV at no cost. The videos would therelred freely to consumers; the channel
would be entirely advertiser-funded. The concepd weraordinarily popular with the

youth of America, where it was first launched, apdead rapidly throughout Europe in the

following decade.

In 1983, the Rotary head Digital Audio Tape (RDAIhjversally abbreviated to DAT) was
invented. This represented another technologicabldoedged sword; using DAT, digital
audio could be perfectly ‘cloned’ (Eisenberg, 200%)ansferred any number of times from
one carrier to another without any loss of qualltye threat of DAT copying was overcome
by the ‘Serial Copy Management System’ that wa#t mib every DAT recorder made

from 1992 (which limited the number of copies tbatild be made from any particular
source material to one) but even so it was becompgrent that every new technology
seemed specifically designed to bring down thescokproduction whilst increasing the
potential sound quality of reproduction and putgencheap and effective recording
technologies into the hands of more and more pempkde the record companies of the

time.

By the late 1980s it was becoming increasingly egmahat the 45rpm, 33rpm and tape
were coming to the end of their natural supremagy the music-buying public (Laing,
1993; Laing, 1992; Laing, 1991).

“Developed and refined between 1965 and 1985, cotrgac technology swept the
consumer market during the late 1980s and earl@4,98splacing almost completely

long-play vinyl aloums” (Fisher, 2000).

The digital Compact Disc or ‘CD’ format was intraxhd 1980 by both Philips and Sony —
apocryphally, its maximum playing time of aboutrigutes was fixed because the
President of Philips wanted to hear the whole adtBeven’s 8 symphony without
interruption (Eisenberg, 2005). The technology Waensed liberally in order to encourage
adoption of this new format, as well as to seltwafe products: Philips owned Polydor,
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Sony owned CBS Records of Japan (Gandal et alQ)2@y 1981 more than 30 firms
worldwide had signed licensing agreements to usétiilips technology and other forms
had withdrawn competing prototypes so that by #réye1 980s the CD player was a fairly
standardised product (Grindley and McBryde, 1998 CD played a key role in opening
up another revenue stream for the majors — thek batalogue of music. A new and better
format for old music meant that consumers could-agg and update their music
collections with new, CD versions of all their favdes. The importance of an artist’s back
catalogue (and copyright ownership thereof) withieé traditional record label business
model, both major and independent, is worth assgs$simore detail. It is not just the
revenue that the back catalogue generates in, itsglbther, far deeper leverage that it

provides. There are three main factors which carteplay:

1. Back catalogue can affect retail through marketesha

2. Compilations, which represent around 25% of theketaare frequently oriented
toward catalogue content.

3. Re-signing a star/successful act is far more likghgn they come to the end of
their contract if the label has their catalogue.ahtist is far are more likely to agree
a new deal for their future recordings with a labehis position for many reasons,
two very powerful ones being continuity and to avdiashing of release
scheduling. In the absence of any good reasorat@Ithis is a very powerful factor

in retaining a star act.

However although the CD was higher quality, casdefpes continued to be the preferred
format (outselling CDs two to one) until the endlué decade, principally because they
allowed for copying. The introduction of the recalbte CD (‘CD-R’) allowed the transfer

of any digital audio from one CD to another withoestriction and ended the dominance of
the cassette. The majority of consumers had linatsss to sufficient broadband width to
allow them to send such files electronically, bespite this, the CD-R made widespread
copying and distribution possible. The computeustdy lobbied long and hard against any
legislation which incorporated copy protection istamputer devices; their industry was in
its infancy and any government regulation woulccjude ongoing innovation. Shortly after
the CD-R came to market, the music industry sawiteeindications of potentially
threatening change as home computers began, rigtionénclude the software and

hardware required to enable simple and fast copyirtjgital audio onto blank CD-Rs.
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3.6.3 The internet

Whilst they were undoubtedly an irritant, nonela# hew formats in themselves
represented a potentially fundamental threat witicaal music industry business models.
The widespread introduction of the internet, ittur@and capabilities (Kasaras, 2001) did,
however, have that effect. The internet was arsually robust, damage-tolerant,
anonymous, open and interoperable network, a fousiand unexpected consequence of
government-sponsored research to establish aneaditary applications for science and
technology known as the ARPANET or the Advancededesh Projects Agency Network
(Hafner and Lyon, 2003; Healy, 2002).

By the mid-1980s both ‘personal computers’ (‘P@siyl hardware and software standards
were well established. In 1990, the HTTP (hypet teansfer protocol) created by Tim
Berners-Lee, made the internet easier to navigdkemore intuitive ‘point and click’
programs. If the internet is seen as the hardwairehrconstitutes the joined up networks
(the cables and switches), the World Wide Web (“WW)8&n be described as the abstract
information space, with ‘browser software’ being ftrograms that people use on their
computers to access that information hosted on péges using text, hyperlinks and
graphics (Dobie, 2001). The final barrier to globapansion was removed when the
National Science Foundation lifted restrictionsiagcommercial use of the internet in
1991 (Hafner and Lyon, 2003) and the PC at homeaaimark became the gateway for
access to the internet. Figures to June 2010 skew19966,514,816 users worldwide, a

444.8% growth since 2000 www.internetworldstats.com

3.6.4 Creative destruction and the music industry

To understand the changing nature of music indugthye chains, this dissertation has
already examined the concept, contents and cagsgofibusiness models, to provide a
clear framework of reference against which an eration of new music industry business
models emerging from this changing framework ofieatan be undertaken. But where
does this new value come from? The value creaimenpial of innovation has been
articulated clearly by Schumpeter in his theoryopéative destruction” (1942)
Schumpeter’s theory propounds that progress —aiegoit — has at its heart a difficult but
essential process of creative destruction whiclrolgs old methods and processes as it
creates the new ones that will inevitably takertp&ace. History shows that, from coal age

to oil age to information age (Hart and Milstei®99) new ways of creating value have
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indeed been inspired by innovations arising froamt®logical developments. Schumpeter
introduced the concept of ‘creative destructiord éime rents (later becoming known as
‘Schumpeterian rents’) that became available subs®do these technological changes.
These rents stemmed “...from risky initiatives anttegreneurial insights in uncertain and
complex environments, which are subject to seltrdeton as knowledge diffuses” (Amit
and Zott, 2001 p497-498)

The introduction of the internet was the stimuloisdnother wave of creative destruction.
In the early years following its introduction, wétithe internet was accepted to create a
variety of opportunities, it also provoked a wi@age of opinions about whether and how

the business environment of the future would chaAgeAfuah and Tucci commented,

“The ability of technological change to destroy oidustries, create new ones, or
simply provide the basis for overturning or reirgiog existing competitive
advantage has been the subject of research sihcenpeter” (2003, p.395)

Early literatures were conflicted. Rappa (Patetl @iaglis, 2004) noted that as well as
undermining — some might say reinvigorating — aofrfisiness models, the internet
brought into prominence older models of doing besisuch as the auction (through
websites such as www.ebay.cprfihe internet blurred the traditional operational

boundaries between companies, customers and stgogthid to a large extent allowed them
to bypass other players in an industry's valuerchadisintermediation’ (Janson and
Mansell, 1998; Benjamin and Wigand, 1995) — as alproviding a tool for developing

and delivering new products and services to newoousrs (Ghosh, 1998).

It was also proposed that the internet would akmme companies to dominate the
electronic channel of an entire industry or segmeamttrol access to customers, and set
business rules (Bodily and Venkataraman, 2004; Aamd Zott, 2001; Tapscott et al.,
2000; Kung et al., 1999; Rao, 1999; Ghosh, 199@&n8\and Wurster, 1997) and facilitate
the creation of new value by the ways in which $eations are enabled (Amit and Zott,
2001). Others stated that it was simply a compldrneeather ways of working (Bodily and
Venkataraman, 2004; Porter, 2001).

History describes many instances of firms already powerful position within an industry
or sector which have rarely been immediately sigfoes taking advantage of waves of
creative destruction (Hart and Milstein, 1999). 3dauthors also note that to do so
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requires a swift and flexible approach, that mamnagers of incumbent firms are
reluctant, or unable, to take. They use the exasngfisailing ships, horse-drawn carriages

and steam locomotives, but they could easily atseetused music industry major labels

“Frequently, incumbent firms have either discourttezlsignificance of an
emergent technology or have reacted to changesdynting more committed
to existing products and markets. Incumbents thatie episodes of creative
destruction do so because they display more fdnetlign their peers; they invest
and form partnerships to acquire new competencideaperiment in new,
untested markets. They are not held hostage bydheent technology or market
position” (p21)
One of the major problems facing companies in thsimindustry at the end of the 20th
Century was that regardless of foresight, alliarases competencies, it was almost
impossible to predict events correctly in ordeptepare for the rapid and fundamental
upheaval of the music industry that the internet atated technologies would bring. As
has been noted above, the various technologiesnopression and connectivity were
frequently developed for completely different intlies and purposes and therefore
regardless of any vigilance remained largely ‘affar’ until it was too late to adapt to or
allow for their effects. However far more importgnthe rapid and pervasive response of
an increasingly digitally-conscious and (criticalepnnectecconsumer could not have been

predicted.

In an attempt to provide a more practical and &ojtiredictive models to alert companies
to such new opportunities Afuah and Tucci have psep a set of determinants of creative

destruction from the internet, as can be seergimdi 3.2 below.

72



* Degree to which new
value is created

¢ Degree to which
The Internet + functional capabilities
» Extent to which the are rendered obsolete
Internet enables low cost [y Creative
information exchange destruction

* Degree to which
+ architectural capabilities
are rendered obsolete

* Degree to which new
product costs are lowered

Organisational technology
* [nformation dependence

* Explicitness of
knowledge

Fig 3.2 Determinants of creative destruction fronthe internet (Afuah and Tucci, 2003b p.395).

They identified three research streams which loakdtbw technological change can be
seen as a creative destroyer. Firstly they lookelealiteratures which argued that
technological change would only assist new marketats to gain a competitive
advantage over incumbents if

“(n)ew technology renders existing products or E&s uncompetitive and,
therefore, reduces established incumbents’ incenitivnvest in it...new entrants
have less to lose” (ibid p396)

Secondly, even following heavy investment by incemitfirms, they proposed that
‘capabilities inertia’ — in other words a too-largéference between the incumbents
current set of capabilities and those that woulddogiired to exploit the new technologies
— could result not just in the incumbent being Uaab exploit the new technology but can

actually constitute a barrier to their ever beibfgdo do so.
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Finally Afuah and Tucci considered the value netwwoew. From this perspective,
technological change must create products whichifit customers’ current value
network(s); existing customers of an existing pduhich ‘suffices’ will have little or no
use for new products which fell outside their vahadwork, and which may in fact require
effort for no pre-determined or apparent rewardhig happens it leaves room for new
entrants into the market place that can benefihfiloe incumbent’s “blindness” to the new
opportunity; not only by capturing new marketshe short term but ultimately by
replacing the incumbent as the technology devetoysigh to satisfy a more mainstream

market.

Whilst Afuah and Tucci’s analysis is valid in so &s it goes, it raises an issue that they do
not discuss and yet which is critical to the untderding of creative destruction in the
music industry. Their conception of the value netmgdew assumes that not only the
business but also itsistomerdail to see a use for the new technology. Thereis

analysis of what happens when, as in the casesahtlsic industry, theustomersee a

use for the new technology but tbempanydoes not see its application within their

current business model, or can only see thatitigis their current business model and so

tries to defend against it.

When the major labels tried to defend against tbwm customers’ uncontrolled and
almost uncontrollable use of these new technologesvill shortly be described, there
was an immense tension. This is also not tacklg&fuah and Tucci's analysis. Rather
than, as they suggest, companies being “blindddtaning to their important customers”
(p-396) who don't see a use for the new technolegge record companies could be said
to be both blind and deaf to many of their custamm@mpletely. Possibly this is because
they are ignoring them in the hope that the teabgio&l threat will somehow, eventually,
be neutralised, but equally likely is the possipithat they are being driven by the needs
and requirements of a completely different setcakttomers’ to those who buy the records;
perhaps the shareholders, perhaps the one in penssars whose revenue-generating

properties satisfy the shareholders, more liketpmbination of both.

To acquire financial returns through innovationsiag from the creative destruction
wrought upon the music industry by the introductdithe internet and related

technologies requires some form of enforceabld llegfat, creating a tension between this
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requirement for tangible ownership in the facehef ambiguity and elusiveness of digital
content. Teece (1986) had already emphasised thariamce of enforceable intellectual
property rights in the face of creative destructibhe importance of an enforceable
doctrine of copyright has been shown in previousptérs to be critical to the continued
existence of the music industry as it was configuaethe end of the 20th Century.
However, through what Christensen calls disruptiv@vation (2003), the introduction of
the MP3 undermined the doctrine of copyright, mswieh legal rights less enforceable and
thus posed new problems for the music industry.

3.6.5 MP3 compression technologies and disruptiveavation

There were two main technological developments whkitabled the transfer of digital
musical data from one carrier or device to anottigrout restriction. These were the
digitisation of audio, and the increase in compbi@sed semi permanent memory (such as
computer hard drives, Zip drives, and CD-Rs). Hosvewtook a third factor, the
development of simple and free compression teclyredan 1997, to enable music files to
be simply and quickly transferred — copyright frédeom one device to another, frequently
through peer to peer (“P2P”) file-sharing networksvas only then that the music industry
found itself confronted by a new and seemingly imgauntable threat, that of illegal
downloading. This was only exacerbated by gredteyuity of broadband internet access
on a global scale, which made the downloading afm@ssed music files not only simple

and fast but also widespread.

As was discussed in section 3.2, copyright lawssaes to express the tension between the
need to spread culture, and the need to rewara@itiopyright holders. Each

technological development in the last 20 years afg® have increased the possibilities of
public access whilst related extensions to copyrgé seen to largely reduce
authors’/copyright holders’ rewards. In Decembe®8 ¢he rise of P2P file sharing

networks was made possible by the development & Mfeaming software (Ponce, 1999)
and the MP3 format achieved global relevance tarthsic industry, its artists and
consumers (Katz, 2004; Kasaras, 2001). In 1999%9ratesearches for ‘MP3’ had overtaken
the number one search term, ‘sex’ (Sullivan an@3ph999). The MP3 facilitated the free
— and copyright-free - trading of music over theernet and not only revolutionised the

audience’s listening experience but also undermihedinancial importance of physical
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recordings and therefore, potentially, the impareaand power of the music industry

companies built upon them (Alderman, 2001).

Where the paradox of ‘creative destruction’, axdbed above, initiates a series of events
with wide reaching and deep impact, it was the Emnalisruptive innovation’

(Christensen, 2003) of the “MP3” that really chash¢fee music industry. Whilst the
internet was a fundamentally disrupting influencentany organisational forms worldwide,
for the music industry it was not until the intration of the MP3 that any significant
threats to the status quo were noticed. In thell@89s investigations into compression
techniques at the Fraunhofer Institute for Intezpta€ircuits led to the eventual
development of Motion Picture Experts Group MPEGYdr 3 (now better known as the
MP3 format) in 1992. Its use for the compressiodigital music files was completely
unintended (Fox, 2002; Leyshon, 2001): it wasalfiigiintended to be an international
standard for the coded representation and combmafimoving pictures and audio, to

help develop a competitive interactive televisindustry.

MP3 is a compression program which analyses thideud digital packages and simply
removes repetitions and redundancies (Katz, 200RB allows for near-CD quality audio
fidelity, certainly high enough to satisfy all the most sensitive listener, and very small
file sizes; dependent on certain variables, a tramkld occupy up to a twelfth of the space
that it would usually take up on a CD without aegdily discernable compromise in audio

quality.

MP3 had no immediate impact on the music indudteyghon, 2001). In the early 1990s
very few people were aware of the format, and dgarer had access to MP3 software
files. By 1996 however, microprocessor speeds ménoomputers had developed to the
extent that the MP3 decompression algorithm wouldin real time. At this point,
Fraunhofer released the MP3 encoder and decodexedyg available ‘shareware’ on the
internet. This was critical to the developmentha MP3. Unlike cassettes, CDs and other
technologies discussed so far, MP3s could be rejsatlover a general, open and
international standard hardware configuration lfie tnain, the PC) without requiring users
or listeners to buy dedicated reproduction equigmegrart from a relatively inexpensive

software package (Leyshon, 2001).
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Increased connectivity and new software, such asiSkanning’s development of peer-to-
peer (“P2P”) file sharing service, Napster, wasteekto spark wide interest in the
possibilities inherent in the MP3 format. Napstaswthe most famous of the early P2P
networks, started in 1999. Whilst closed down thgiolegal action in 2001, the court case
brought to do so served only to highlight to prexsly unaware users that P2P networks
existed, and spawned a wide variety of other lasg\elocated file sharing networks which
continued to undermine traditional music industuginess models and value chains. Even
after Napster was closed down in its illegal itematincreasing numbers of file sharing
networks are in action and increasingly populdicient and effective: “consumers have a
great reluctance to pay for music in digital fommginly because in recent years so much of
it has been freely available on the internet” @dleyn et al., 2005 p.5).

New, smaller or less well-established record congsaand artists started to realise that
some of these new technologies — in particularstiaring and P2P networks — could
perhaps be of benefit and help them to take adgardfthe increasing porosity of the
traditionally enclosed and costly networks of pratn and distribution by giving them

more direct access to a wider group of potentiasomers (Breen and Forde, 2004).

As Hirsch points out (2000), as the cost of tecbg@s for making a record decreased, so
the control of distribution networks became moigaal if the majors were to control
returns on their investments, a sentiment lateoedtby other commentators (Leyshon et
al., 2005; McCourt, 2005; Dolfsma, 2004; McCourt &urkart, 2003). The control over
and boundaries between the elements of the mudlisiry value chain were threatened as
control looked to be wrested from the record congsaim particular through use of the
MP3 — as it was a new, ungoverned and perhaps engaivie technology which
completely disrupted the old order of locked dowstrtbution. If control of distribution

was lost, so was control of the revenue streamsrgeed through copyright ownership.
Dolfsma predicted that:

“the current system of copyrights based on geogcaphoundaries, an institution
which distributes income within the industry...witlde much of its rationale. As a
result, the music industry will change dramaticafiftempts to maintain or
strengthen excludability and rivalry created byyrgghts on music products is (sic)
both undesirable and infeasible. The current systecopyrights is largely
ceremonial, benefiting non-creative intermediahnasdsomely. Changes in the way
in which this industry works will be welcomed bytb@onsumers and musicians”
(2000)
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Christensen (2003) describes this sort of disreptwmovation clearly in his book, ‘The
Innovators Dilemma’. Christensen did not acceptakiganation of why large, incumbent
firms often lose market share to new technologidsdh, in essence, was usually attributed
to poor management). Instead, he argued that gemégement advancesgstaining
technologies (those that improve the performandbef proven products) but fails to
advancdlisruptivetechnologies — those where the new product oiceoosts less than
existing products based on the old technology bdiopms less well to start with.
Technological progress swiftly enables this disigtechnology to outperform sustaining
technologies but by this time it can be too lateificumbents - who have not invested from
the start - to take advantage of the disruptivarietogy enabling new entrants to compete

and defeat them.

Christensen’s distinction between ‘sustaining’ ahigruptive’ technologies provides
powerful insights if applied to the music industBhristensen predicted that, over time,
disruptive technologies would improve in featurediability and provision of value to the
customer, and often penetrate the lower end dfrfftlitional technology's market, a
description which matches exactly to the develogrméthe MP3 format. Christensen
proposed that the disruptive technology is usualiyially, inferior to the established

technology, and consequently has nothing to offeady established customers.

It should be noted that althoughtablishectustomers may find no value in these
technologies, disruptive technologies generallgoffalue to some users, however
peripheral and new to the market they may be, wfiserthey would never get purchase on
the marketplace at all (Moore, 2004). To music stduartists, record labels and consumers
the fundamental difference between the internetadirtéchnological developments before

it was the internet’s provision of borderless iatgivity, allowing for freedom of exchange
of ideas, opinions and — critically — digital infieation (which included high quality music

files).

Although the music industry had been threateneddmye-taping of copyrighted music
direct from the radio onto music cassettes in $&0%, there were significant differences
between cassette taping and digital file excha@gssette taping had proved a double
edged sword, increasing sales and revenues, botieging the industry’s two main

financial headaches; home taping and piracy (Hajlkig003; Garofalo, 1999). The industry
78



responded swiftly; a major publicity campaign teatlaimed Home Taping is Killing

Music’ was initiated, and the IFPI instigated an inteoratl campaign to tax blank tapes
and equipment that could be used to compensateaigbpiolders for their loss of income
(Garofalo, 1999). However, serial copying with meiijn cassette tape led to severe
degradation of quality after th&’8™ generation copy and also was mainly restricted to
local networks of contacts within physical or odoaally postal range. Digital file

exchange did not cause degradation; every copyavga®d as the first, so one unauthorised
copy could flood the illegal marketplace, with aedt effect upon legal sales. Also digital
files could quickly, simply and freely be exchangeatldwide through the P2P file
exchange mechanisms simply found on the internegumost any home, school or even
office computer. Despite the conceptual similasitietween the two types of sharing, there
was no doubt as to which the music industry feéinednost. To the traditional music
industry, P2P file exchange embodied the worst@sp# a fusion between home taping
and digitisation. It offered unlimited potentiak fonauthorised, copyright-free, serial
copying as well as distribution, combined with ned of audio quality, and there seemed to
be few, if any, effective restrictive mechanismattthe industry could use to combat or

control this activity.

3.6.6 Stealing, sharing or sampling?

Far from taking advantage of or following the teclogical possibilities that emerged
throughout this period, record labels and theirgepntatives protested that illegal file
sharing was detrimental to sales of music (Engd@0d5). The more of a problem it
became, affecting CD sales and industry revenbedptider the labels and trade bodies
such as the BPI protested. However it could alsprbposed that P2P networks facilitated
the exchange of information and taste and was atwéiscover new music, recommend
music, and to filter music, based on user’s knogiedf each other’s preferences. Initially,
the main users of illegal P2P file sharing systerase those in their youth. Not only was
music a central focus around which much of thediadactivity took place, but also they
were far less likely to have the credit cards whichuld enable them to buy online. In
2005, Jupiter Research found that “the bulk of pgylownloaders come from the 25-44
age group” (Slocombe, 2005).
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There were some important exceptions to this figdwhilst also providing a clear
example of how technologies could facilitate constshacquisition of music in a new
way, distant from the control of the record lali®la mini-major label owner, said:

“podcasting is bloody disruptive if you are a cagit holder! But it's a
tremendous opportunity for consumers and for rddioexample. Look at the
Radio Three Beethoven experiment, it's a case intpdhey were expecting
40,000 downloads, and in the first week alone §3t®00 and counting, all
getting the hang of getting around control mechagsiOnce these hundreds and
thousands of people realised how simple it wasd-esen though they were an
older demographic | bet, it won’t have taken themgl— voila. A whole new ship
full of potential bloody pirates” {7 July 2005)
The experiment, in which all nine Beethoven sympé®mwere made available to
download for two weeks, ultimately attracted 1.4omvdloads. However despite this
cynicism, D was clear that he felt the music indubtd been slow to take up the
opportunities offered by technological developments

“The music industry has been stupid — music haaydvibeen about technology -
why do you think so many musicians are mathemauscand vice versa? But how
strange is it that the industry has always gotrietdigy wrong? In the 30s they
tried to Kill radio, and when the internet camenglmothing was done about it for
10 years except by the little guys, the individenisicians who could see
immediately how they could take back a bit of cohtrthe industry is not sexy,
cool and fast moving — it is essentially a verysmmative and slow moving
business, where those in control have others wHeertteeir phone calls for them”

Although sharing violated the author’s right toussopies of his work to public, if it
exposed new music to an consumer likely to buy onl&n it could encourage sales:
“sharing of digital material might actually facdiie buying in the long run” (Brown et al.,
2001). If it was true that when consumers madeesoftiey would not buy the originals,
they would deprive rights holders of revenues dtithately defeat the purpose of
copyright (Gal et al., 2003). Early literature sagtpd that those who copied illegally were
also enthusiasts who also bought music legallyBret al., 2001; Burnett, 1995).
Garofalo (2003) highlighted a study by the Univigrsif Southern California, which that
over 73% of students who downloaded MP3s still lsgent at least the same amount of
money on buying CDs as they had before downloawig possible — and sometimes
more. This was supported by later reports (Matth@®65). Empirical evidence from
Oberholzer-Gee and Strumpf revealed that “downlded® an effect on sales which is
statistically indistinguishable from zero” (2007%t@nce absolutely inconsistent with
claims that file sharing was the cause of the deah sales of music. Their work is
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supported by research on the Japanese (Tanakg, 200drican (Gopal et al., 2006) and

Canadian markets (Andersen and Frenz, 2007).

CD sales showed a gradual but consistent year andgzline over the first few years of
the 2£' Century, from 2.5bn units in 2000 to 2.043bn uiit2004. The rise of the digital
format started to be tracked officially by the IRRR005, when it accounted for 5% of all
music sales, reaching 27% in 2009. But the telitagistic across this time period is that
despite a 940% increase in digital sales betwe®d 28d 2009, the total music
marketplace was drawing in 30% less revenues d\(#&ll, 2010). Oberholzer-Gee and
Strumpf (2007) proposed a number of alternate reafw the dramatic reduction in sales
of CDs which had nothing to do with illegal downdiidg, and more to do with poor macro
economic conditions, changes in music distribuiarparticular its use as a loss leader in
major retailers like Walmart and Tesco), and theeira conclusion of a period within
which customers were replacing their older musimfits such as cassette and vinyl with
CDs. However they also highlight a more overreagiiiand, that of increased competition
from other entertainment forms and technologie$ siscDVDs, and mobile phones. It
should be noted that the later Canadian reportiyefsen and Frenz, referenced above,
disputed this, finding that
“purchases of other forms of entertainment suctirsmma and concert tickets, and
video games tend to increase with music purchéseas been argued in the literature
that the increase in the number of entertainmedugtgutes has led to a decline in
music purchasing, but our results do not supp@sthipothesis.(2007 p.3)
The Canadian study showed that the impact of H2Rliaring was in fact tacrease
sales due to the sampling effect; where files vdengnloaded for free they were acquired
in that way more because they simply were not alkibglelsewhere rather than in
substitution for purchase. Gopal et al in theidgtin America also found that

“decreasing sampling costs not only lead more pialeconsumers to sample
unknown music items but also lead more consumedssiydhe music items that
they have sampled. This directly follows from thetfthat lower sampling cost
have a positive effect on the consumer surpluswiders, which, in turn has a
positive effect on their purchasing intentions”129)

Oberholzer-Gee and Strumpf found that the effetctdeosharing were somewhat
ambiguous, raising some difficult questions: do engeople buy music as they are able to
sample to more music and find new artists that treyprepared to pay for? As file sharing

tends to attract those who are time-rich but casdr-pre they therefore less likedyerto
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buy music? Does the network effect of being ablghiare music devalue the original? A
robustly-constructed and significant piece of rese@erformed in the Netherlands across
2008-2009 and published in February 2009 answene s these questions:

“File sharing provides consumers with access tmadrange of cultural products,
which typically raises welfare...one track downleddioes not imply one less track
sold. Many music sharers would not buy as many &dsday’s prices if
downloading were no longer possible, either bectuse cannot afford it or
because they have other budgetary priorities: ey purchasing power. At the
same time, we see that many people download ttadyst to know new music
(sampling) and eventually buy the CD if they likeTio the extent that file sharing
does result in a decline in sales (substitutidn)sually entails a transfer of welfare
from producers to consumers.” (Huygen et al., 2039

3.6.7 Music industry responses to technology

Record companies have continued to aggressivegndedgainst P2P file-sharing
technologies, through digital rights managementiDRrmats (Garfield, 2005; Garfinkel,
2002 CHECK REFERENCE) and legal action. It wasardy the main industry
representative bodies which were against softw@readts; many artists were also
supportive of the traditional power relations withine industry (Leyshon, ibid, p53).
Unlikely collaborators Madonna and heavy metal grMetallica (Anonymous, 2001) were
high profile proponents of the major labels’ stanoesoftware formats — although opposed
by equally high profile artists as both Bruce Didon of heavy metal band Iron Maiden,
and John Barlow, lyricist for The Grateful Dead aodfounder of the Electronic Frontier
Foundation, a collaboration of pro-sharing artiBatlow has commented pithily: “You
gotta love Metallica. They were a pain in the astheir parents. Now they're going to be a
pain in the ass to their kids.” (Barlow, 2001). &fthe release of the album Year Zero,
Trent Reznor of Nine Inch Nails told fans in Australuring a live tour to

"STEAL IT. Steal away. Steal and steal and stemlesmore and give it to all your

friends and keep on stealin’. Because one way othan, these motherfuckers will

get it through their head that they’re ripping pleapf and that’s not right” (Moses,
2007).

Other artists exhibited a more progressive dis@susrounding the emergence of software
formats, asserting that, whilst they may radicalbgnge the structure of the music industry,
destroying the hierarchies, notions of ownershigh @xploitation of property rights that are
dependent upon that structure, this may be a désioatcome. A useful example of this
discourse can be seen in Rose (1999), a heatedreggebetween Chuck D (of pro-sharing
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rap group Public Enemy) and Lars Ulrich (of antasshg group Metallica). In the process,
this discourse taps into the romantic, David antdaBonotion of the ‘artist against the

corporation’, creativity set against commercialisna digital context (Negus, 1999; 1995).

Leyshon et al, in an analysis of the musical econafter the internet (2005) described the
response of the majors as “a range of offensivedafehsive strategies” (p.199) all
intended to preserve the traditional business mafdidle music industry. As has been
described earlier in this dissertation these graseinclude defensive attempts to maintain
their dominant position, whilst attempting to charlge nature of networks of reproduction
by shutting down P2P networks wherever possibld &uing the users of those that
withstood legal process) whilst trying to replalserh with proprietary subscription and
downloading services. At the same time, they haltbaheir position within traditional
physical distribution networks and tried to lockaiosition closer to the artist than they
had previously occupied by moving into areas thertewpreviously left to agents, artists and
management teams. These included ring tones, mmethdag, live events, advertising sales
on artists’ websites, and licensing of album artwor

DRM has been less than successful: BMG causedgnadhe consternation in 2002 when it
sold CDs loaded with copy-protection software withputting warning labels on the CDs
(Smith, 2001) and Sony’s attempts to implementlsimiechnologies ended up rendering
users’ computers open to malicious viruses andtegsin a number of lawsuits against the
company (The Associated Press, 2005). Wigand heddy proposed that technical
solutions to combat unauthorised copyright use dalWways be overcome: “technical
solutions by their nature will always be temporadyinfinitum” (2003 p.250) and this was
proven by the next wave of P2P services which didake long to establish themselves.
KaZaa, MusicCity, WinMX, Bearshare, Mesh, and Aienstere all confident that they
would have more staying power than Napster (Leyr2001). This assertion was boosted
because of how this new wave of P2P networks wableshed; they were

“a-centred, and difficult to ‘ground’ once they aneoperation. They exist as
relational entities, self-organizing software prammes (sic) that operate on the
internet through the computers that happen to being them at any one time”
(Leyshon et al., 2005 p.13).

83



As for legal action, it has frequently been pointed that litigating against customers is
not a sound business strategy (Deshmukh, 2004;i€nsB002; Sherman, 2001). It is
important to note that the application of legaletisrto an increasingly digital music
industry creates unusual problems. It is by no rme@sy to establish a definition of ‘a
musical work’ (is a ringtone a musical work?), thethor’ of a musical work (especially
in the case of technologically-facilitated, comp&ampling and adaptation of other

people’s music), or the various rights of the vasiccreators’ of that work (Frith 1988).

Litigation was a public relations disaster for thasic industry: users were pushed towards
more anonymous services where infringement wasmetsy to track (Resnikoff, 2006;
Scott, 2001). The Recording Industry Associatiodwferica (‘RIAA’) which represents

the major labels of the recording industry in thateld States, was initially prepared to
issue subpoenas against individual users of Nafig@mudi, 2003) — in particular students
with ready access to high bandwidth connections fileeir colleges, as well as the parents
of file sharing children. The RIAA stated that evepbwnloaded file represented a lost sale
although as has already been noted in this chaptehas been disputed in a number of
respected texts (Andersen and Frenz, 2007; Oberh@Glee and Strumpf, 2007; Tanaka,
2004) and typically sought around $750 damagesilpeAs well as being criticised for
intimidation and the abuse of bulk legal actionspamigation’ (Templeton, 2004) the
RIAA rendered their actions less than credible érydsng subpoenas to, amongst others, a
dead grandmother (Bangeman, 2005), a computer@oviéé accused of downloading rap
records (BBC, 2003), children under 12 (Borland)@0a teenage transplant patient (Ryan,
2008) and even those with no computer at all (BgJ@d06). As Lewis et al commented in
December 2005:

“The current ongoing legal battles may not in thelviss resolve any... issues
in the supply of music. What they have done isaatéd a great deal of
attention towards the issue of digital music, hoshiould be made available to
the public, and at what price. The major questi@t all this poses however is
how the music industry will change in responsents’t( p.355).
As a result of this pressure upon copyright asvamee generating mechanism, two shifts in
approach have supplemented and at times replacedireompanies’ traditional reliance
on distribution as the key income-generating aistiirstly, the major labels moved
towards a narrower focus on popular music, intésnatly known classical repertory, and a
small selection of more niche artists (usuallyadiewell known in their own right) in

order to benefit from the ‘star system’ describe®.5 above (McCourt and Burkart, 2003;
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Burnett, 1995; Gronow, 1983). Secondly, there wamerease in the generation of
revenues through the administration of a wider eamigrights in addition to that of
copyright, leading to the so-called ‘360°’ (knowmiloquially as a ‘kitchen sink’) deal, in
which the record label took a percentage of a faatber range of products and services
surrounding the artist than just record sales asmare usual. They would then pay a very
large upfront fee to the artist, but take a largecpntage of merchandise, tour income,
video sales, licensing, ringtones and other relegantent and collateral that an artist might
generate. One driver for this has been the ragicase in the size and nature of the media
marketplace, and a consequent requirement for owrent; the revenues generated from
performance rights, for example, increasing asalteThus for established record
companies, the decreasing importance of physissilgtion in the face of digital
downloads was supplemented by the ongoing extemsioopyright, more control of
existing rights (such as exclusive rights over Hoaesting and back catalogue), the creation
of new rights (such as translation rights) andnaptis to contro&ll uses of a work

(McCourt and Burkart, 2003; Dobie, 2001). Howevédtda identifies another, possibly
more disturbing but, for many artists interviewbtbughout the research, true reason for
these deals:

“one high profile advance promulgates the mythhefinajors...encouraging losers
to keep playing the game” (2007, pp16-17).

The transition of music from analogue to digitainiats was not in itself a significant
change. It was certainly avolutionarystep in that it shifted much of the distributidn o
music to an electronic supply chain, removing thgodute need for many intermediaries.
Therevolutionaryaspects come from the fact that digital techn@sghanged the locus of
value within the music industry and started to gatiate the music marketplace for labels,
artists and consumers. As a result, business mbdetshad to be reconfigured in order to
adapt to the new environment, which this authordessribed as providing a plethora of

opportunities for small independent labels sucM¥#e (Papagiannidis et al., 2005).

An interview-based study of the impact of intertegthnologies on the music industry
suggested that changes in the music industry woeil@r-reaching, but disputed the
likelihood of total disintermediation of the recaxdmpany (Kretschmer et al., 2001).
Wigand asserted that technology was an enablethhtit was a record company’s
business model, rather than technology in itsehictvwas the key to success in the new
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era of digital music (2003). The possibility of @nconsumer-led distribution channel was
highlighted (Milom, 2006; Lam and Tan, 2001) theedaproposing that this was because
competition would be intense and that, to remaitytrelevant and valuable to these newly
empowered customers, the key players in the modigstry would have to concentrate on

their core competencies whilst re-examining thalue propositions.

Linder and Cantrell repeated the requirement fastedity within music industry business
models, saying that they would need to be flex#nid adaptive because “business models
wear out. Competition catches up, markets shithrielogy changes, and firms must alter
their business models to remain viable” (2001) sTgrinciple was underlined almost a
decade later by David Teece, who said “The riglsiress model is rarely apparent early
on...entrepreneurs/managers who are well positiandccan learn to adjust are more likely
to succeed” (2010, p. 187). Firms would thus neealter and adapt their business models

to remain viable in the face of new entrants torttzeket place.

What has not been articulated to date was thetatthese ‘new entrants’ might not be
other record labels, but could be an industry emtiram a sector previously not directly
related to music production, such as event managecoenpanies like Live Nation. Or it
could be an individual. Svejenova et al. note #rtists, amongst others, have individual
business models which allow them to pursue spedifezests. In their article they follow
the emergent business model of a chef; “gastronomimvator and entrepreneur Ferran
Adria...of three-star Michelin restaurant el Bul[Z010 p.409). This study shows that the
concept of a business model has both significandeuaefulness when applied to an
individual. Thus an artist without a label couldd&ew entrant”, historically tied into the
music label business model but increasingly freeréaluce, distribute and profit from their

own work without assistance.

3.6.8 The ‘Long Tail’ and the ‘Strength of Weak Ts&

Whilst advances in hardware and software technetogrovided the consumer with
greater access to more ways to listen to and staggc, there was also a rapidly increasing
range of available music that the consumer coutéss: The consumer was able to use
internet based social networking sites such as Bedwebook, MySpace and Friendster,

recommendation websites like Pandora.com and MRisiecin or simply a globally-
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extended word of mouth network through email, binggcommunication networks like
Twitter and instant messaging, to discover arttsa$ they would otherwise never have
come into contact with through the traditional neugatekeepers’ of TV, radio and the
music press. These networks of communicationlifaieid through new technologies, tie
directly in to Granovetter’s theory of the ‘strehgtf weak ties’ (1973).

Consumers of music found a collective voice anceeepce on online social networks that
started to emerge in the early years of thi&@éntury. The concept of a social network is
not a new one. Garton and her colleagues, in stgdynline social networks in the very
early days of the internet defined a social netvasKa set of people (or organisations or
other social entities) connected by a set of swelationships, such as friendship, co-
working or information exchange.” (1997). The etfettechnological developments such
as the internet and the related increases in casipreability and storage capacity
redefined the notion of a social network, expandisgeach through a global online
presence and redefining the content of and cortbibuo networks — online social
networks enabled people to connect beyond the,ladalst retaining common ground.

Granovetter distinguished between the effectstabig’ and ‘weak’ ties in social groups,
making it possible to distinguish between ‘reciptg@nd ‘reach’. In his American
Journal of Sociology article he described the gjlypreciprocal ties of friends, family and
close collaborators which create efficient, tighiticommunities of practice sharing ideas,
information and values. Whilst efficient, these couomities lack reach, are also often
insular, inflexible and so can become cut off froew ideas, information and values.
Granovetter identified the ‘strength of weak tias’lying in their increased reach; the
extension of the grouping to include less direptlgiprocal ties of acquaintance between
intermediaries who might otherwise not speak witkearn from each other, never
achieving what Bilton has called “the frisson o ttmexpected encounter” (2007 p.47).
These developments sometimes presented social tketsers with problems as well as
benefits, in particular that of filtering throudhet rapidly expanding volume of available
music content, as increasing numbers of own labelussigned artists used new,
accessible and simple to use technologies to nieterhusic available to anyone in the
hope that potential fans would hear it.
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Through internet technologies Granovetter's conoépéach can be applied to newly
emerging musical networks. It highlights the oppoity for those at the adjoining
peripheries of a music-related network to enriatheather through exposure to new and
different music that would not previously have bebrious to either party. This can be
seen in operation through recommendation netwaré&s as Pandora, as well as file
exchange through P2P networks and collaboratiterifilg mechanisms — MySpace’s

recommendation mechanisms, Amazon’s ‘if you likat you might like this’ function.

The internet thus provided not only access to thealed ‘Long Tail’ - the “world of
abundance” predicted by Anderson (2004) — but affeved a platform for a variety of
guides through the content to be found there, &®®bprint or niche music was as easily
accessible as that week’s Top Ten. Where the comishad previously been restricted to
the purchase of physical, officially released andently available singles or albums it
was now possible to download individual trackspfrourrent popular hits to rarely-
available music. The consumer could find and aequinat they otherwise may not have
been able to access. The benefit to the artisinahalways directly from income,
particularly when music was downloaded illegallyt they could increasingly easily
acquire and exploit profile and consumer interesiugh the revitalisation of individual
tracks, entire albums and other musical workswmatld otherwise have been inaccessible
to, and possibly unknown by potential consumers.

Globally, the music industry has generated sigaiftdinancial rewards, although overall
sales of music fell dramatically over the first dée of the 2% Century. The industry’s total
global retail value in 2000 was $36.9bn and this dheclined to $27bn by 2009, of which
over 27% was generated by digital channels (IFG092

In 2008 two further milestones were reached. AitaRecords became the first label for
whom the revenues from digital sales of their tatigork were greater than physical
product sales (Tryhorn, 2008). And importantly,aeues from live events overtook those
from recorded music sales in total for the firsidi pointing to the increasing importance
of live performance. “it is clear that the "valua"music lies in persuading fans to part
with large sums to see someone sing it live” (Milarml Hughes, 2009). As Hersh has
explained in interview with Shepherd (2010Db) it nleythat history will reveal this time as
being a brief period when instead of having taéimswith their feet’ by attending live

performances, audiences could buy into a commedi@sd mass-consumption model
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repertoire of pre-produced musical content on dgimwax, tape or disc. The compression
and digitisation of music via the MP3 and its sssoe technologies freed it from this
commodity status and the live performance becomapia, special and prized alongside,

if not above, ownership of the recording.

Holt has recently written persuasively on this sab{2010), pointing out that whilst music
recordings become promotional products with a votaal existence, live music has
become an extremely important part of an artistggssional activities — “artists consider
recordings less a revenue stream than a publaityfor touring” (p. 248). A report from
PRS suggests that (in the UK at least) there af&cirfewer live music events which
nevertheless led to a productivity gain over 209€%tlae majority of events sold out and
did so with higher ticket prices” (Page and Cag8410). However this does not take into
account those many unnoticed occasions where ah\aitt play unpaid, or for nominal
fees in local clubs and pubs for the value of tkposure alone. Not every artist is able to
charge superstar prices, if they charge at alliHeir live work. And the nature of the live
music promotional industry makes it almost impolestb track these details precisely, as
Frith et al. have recently commented:

“The (live music) promotional business is a messaftradictions — a contract
based business without contracts, an exploitatigeiess based on face-to-face
goodwill, a highly regulated business which ofteeras close to chaotic (and
criminal)...what matters is to understand that lcgmall-scale do-it-yourself
promotion remains as necessary to the live musilogyg as Live Nation et
al’(2010).

3.7 Summary

This chapter has clarified that the ability to etptopyright is central to the business
models, operations, decisions and profits of theimmdustry. The ability to upload and
download recorded material whilst bypassing thigtreé control was a fundamental threat
to the continued existence of the traditional indubusiness model. The effects of this
upon the traditional music industry have been shimwthis chapter and so a number of
potential consequences can be determined; disiathation of traditional record labels
from their previously privileged and protected mlepportunities for some artists to
sidestep the requirement to be subsidised by addabel advance in order to have any
chance of ‘success’; the consequent demand upstsad take responsibility for the
business aspects of their music, in particulantieketing and promotion of their work;
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the increasing importance to consumer, agingtlabel of live performances; the increasing

involvement of the consumer with the newly expanaed permeable music value chain.

Boundaries between artist, distributor and consumege starting to blur. This was
particularly significant to the record companiestasoblematised issues of ownership. If
one could simultaneously, simply and cheaply adtadk artist and record label, how
would this affect issues of control, both of prodacd of revenues generated from that
control, which had up until now supported the dtice of the music industry (Beer,
2005b; Poster, 2004)? As Martyn Ware, founder mermabpopular 1980’s bands
including “The Human League” and “Heaven 177, satten interviewed in early 2006:

“the lines are dissolving in the music industry..dawllaboration between artists
and labels and other parts of the cultural or ntaxgendustries are definitely the
way forward” (Cooke, 2006).

The central importance of the research questiomsgsed is therefore highlighted — what
do these technologically mediated changes meadfutiore music industry value chains
and business models? Chapter 4 now describes ttdadogical approaches selected by

the author in order to find valid, generalisabld ambust answers to these questions.
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Chapter 4. Methodology

“If we don’t know how we are going to do this, hthe hell can we know where we are
going with it?” (M)
“But if we don’t know what we are trying to do, haan we know when we are doing it
right?” (J)

4.1 Introduction

This chapter assesses the methodological optioss topthe researcher in the light of the
practical issues surrounding this research. Altareanethodologies are evaluated, along
with analysis of their underpinning philosophicatgpectives which creates a structured
rationale for the proposed research design andadstfiaking into account both the
opportunities which made this research possiblejedisas its limitations, the chapter
details how a final selection of methods, desigt amalysis were made, guided at all
times by the centrality of the research questidhg. chapter describes the central,
instrumental study of MVine Ltd, about which thésenore detail in later chapters. It
provides practical illustrations of the reasonsdnd the methods of triangulation used in
the research. The chapter also presents a disoussimw ethical issues relevant to the
methods used were managed and discusses how w#nrnssues were handled as they
arose. This chapter bridges the gap between wihaing) investigated, and the results of
that investigation, presenting a clear overvievwpaatisely how the research was

performed.

4.2 Research aims and objectives

All research needs to be organised around a consetoof structures, issues or concepts;
these are framed here in the research questionsh \@s has been elaborated in the
introductory chapter) are the result of a procesgwrefines the nuances of increasing
complexity that arise across the course of evagrg bf research. As has been
demonstrated in the early chapters of this dissenatwo primary questions emerge.

Q1 - how have traditional music industry value cisathanged as a result of
technological developments?

Q2 — what are the key characteristics of successfidic industry business models arising
from these changes?
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4.3 Philosophical perspectives

This section tackles the philosophical issues drhupon the choice of research design,
the detail of practical and theoretical challeniped might be made, and the researcher’s
responses to these. The following section discussesnderpinning theoretical
frameworks applied to the research, the applicatfomhich helped to move it consistently
and cohesively from initial research design to dgmthering, analysis and presentation.

Crotty (2003) establishes four essential questwamish need to be answered when
developing a research proposal. The first two aseermpractical in nature: what methods are
to be used, and what methodology governs the clamdaise of these methods? The
second set of questions lends itself more to thlegwphical issues involved: what
theoretical perspective lies behind the chosen adetlogy and what theory of knowledge,
or epistemology, informs this perspective? All egsh is based on some underlying
assumptions about what constitutes ‘valid’ researaghwhich research methods are apt for
the particular subject matter (Silverman, 2005) @l basic set of assumptions and beliefs
— or worldview — sets a researcher’s approach to th@ social sciences as a whole and to
the validity of their own work (Creswell, 1994).i¢tfor this reason that every researcher
must outline the paradigms that guide their resedhe patterns or examples that underlie
their methodology.

Each researcher has a different way of viewingegepcing, and therefore researching
their world. Their underlying ontologies (the stunfybeing: the way that the researcher
views the world) and epistemologies (the studyraiiledge, science, model and
testability, together with the assumptions thatrdsearcher has about knowledge and truth,
and how these can be obtained (Bunge, 1996) coenirésr Inquiry System (Mitroff and
Linstone, 1993). Without a sound understandinghilbgophical issues the researcher can
not clarify the research design, or be able toges® those research designs that will and
won't ‘work’ in their particular circumstances. Akwledge of philosophy helps to create
or identify designs outside a researcher’s own egpee, including the adaptation of
designs in accordance with the constraints of diffesubject or knowledge structures
(Easterby-Smith et al., 2003).
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The most relevant assumptions to start with arsdhehich relate to the epistemology
guiding the research. Guba and Lincoln (1994) ssigigeir underlying paradigms for
gualitative research: positivism, post-positivigmitical theory and constructivism.

Orlikowski and Baroudi (1991) suggest three apgneacpositivist, critical and

interpretive, each based on the underlying resegpidiemology. The following discussion
shows why, for this research, it is the interpretpproach which will be adopted here. But

it should be noted that the philosophical diffeebetween these categories are not always
reflected in the practice of social research (Begxample, Lee, 1989), and that it is not
generally agreed whether these research paradignmeeessarily opposed or whether they

can be combined within one study (Myers, 1997).

4.3.1 Positivistic

Positivistic research is often associated with ¢jtetive data collection methods, and it
evaluates reality using objective measures indegrgaf the observer and their
instruments (Easterby-Smith et al., 2003). Straefiequently used in quantitative
research include surveys, laboratory experimetdatisgcal analysis and mathematical
modelling. Positivists focus on facts, and seacctrégularities and causal relationships
through a process of reductionism, in which the im®further and further reduced into
its simplest constituent parts. It is unrelatedrng religious, political or ideological set of
beliefs, and founded on mathematics (thereforengaaiuniversal language) which
provides a formal basis for quantitative analySisually positivist studies try to test theory
to increase predictive understanding of phenomi@eaearch is positivist if there exist

» Evidence of formal propositions

» Quantifiable measures of variables

» Hypothesis testing

» Drawing of inferences about the phenomenon fraaraple, to a stated population

(Orlikowski and Baroudi, 1991)
Positivistic research frequently derives its hygsts from existing theories, which are then
submitted to empirical tests; this reliance on taxgstheories is criticised by opponents as
being more inclined to preserve older, and not s&ady better theories (Feyerabend,
1975).
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It is apparent from this description that a posstiapproach would be impossible to apply
to the research questions under considerationohlgtcan a researcher not evaluate and
measure music and the industry surrounding it insatistical sense, but also the methods
recommended (statistical modelling, laboratory expents and the like) are inappropriate
to establish a rich and detailed understandingeof mterpretations of value, or effective

analysis of emergent business models.

4.3.2 Critical

Research is classified as ‘critical research’ wihenresearcher attempts to critically
evaluate, and acts consciously to change, thelsowlegeconomic circumstances under
investigation. Although people can consciously ggatheir economic and social
circumstances their ability to do so is generaityited by various forms of political, social,
or cultural domination (Klein and Myers, 1999; Mget997). Critical research is mainly
aimed at social critique and attempts to be emataip, bringing restrictive conditions to
light and focussing on oppositions, conflicts andtecadictions in contemporary society
(Myers, ibid). This research aims to describe araduate the effects of technological
change and development upon the music industiynibt concerned with social critique

and so critical research is not a relevant episkegncal approach.

4.3.3 Interpretive — the selected approach

This dissertation will be based upon an interpeeperspective, rather than the alternative
positivist or critical approaches outlined abovkenterpretive approach starts with the
presumption that reality (given or socially constad) can not be understood independent
of its social actors. An interpretive researchdieles that reality can be accessed only
through social constructions such as language camumsness, shared meanings, documents,
tools and other artefacts (Klein and Myers, 1998 world is not, in this view, made up

of a fixed selection of objects, but is more an ggaet social process which is an extension

of human consciousness and subjective experienti@d@ski and Baroudi, 1991).

The philosophical foundations for interpretevisra hermeneutics - originally the art of
interpreting biblical or judicial texts, with a demporary focus on the interpretation of
languages, culture and history - and phenomenoleigh in its broadest sense insists on
the primacy of immediate subjective experiencenadisis for knowledge (Boland, 1985;
Susman and Evered, 1978).
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“The phenomenologist views human behaviour... a®dymt of how people
interpret the world...in order to grasp the meanioiga person’s behaviouihe
phenomenologist attempts to see things from that pson’s point of view’
(Bogdan and Taylor 1975, p.13-14, emphasis in tlggnal, quoted in Bryman,
2004, p. 14)
Rather than predefining dependent or independerghlas, interpretive methods focus on
the full complexity of human sense-making as edtclatson emerges (Kaplan and
Maxwell, 1994) — an ideal approach to analysisroinaustry in the throes of turbulent and

chaotic change such as the music industry in tHg 24" Century.

An important characteristic to note is that ‘quatlite research’ is not necessarily the same
thing as ‘interpretive research’ although interimeetapproaches frequently call for
qualitative research methods. Qualitative reseeachbe interpretive, positivist or critical;
the choice of qualitative method is totally indegent of the philosophical position
adopted. Case study research, as an example, qasitigist, interpretive or critical
dependent upon the underlying philosophy of thearsher. Yin (2003) and Benbasat
(1987) are good examples of positivist case studibgdst Walsham’s work (Walsham and

Waema, 1994) provides a good example of an intevpran-depth case study.

4.4 Qualitative research methods

Qualitative research was developed within the $sciances, to enable researchers to
study social and cultural phenomena (Myers and &wi2002). It is useful in
understanding the meaning of phenomena which dpwler time, within context-specific
settings (Walsham, 1995) and is of value in ingggtons of issues that are not easily
divided into separate entities, as in this dissertaThere are varieties of qualitative
research methods, or strategies of inquiry, whidverfrom the underlying philosophical
assumptions that the researcher has, to the dektbe research and ways in which data is
collected. The initial choice of which method orthads are going to be used influences
the way that a researcher gathers their data,ottary and secondary. Each method

requires a specific set of skills, and implies #jpeassumptions and research practices.

Qualitative methods are useful for developing emataons of actual events and processes.
When using them, the researcher assumes that thegt&now enough about the situation
in advance and an iterative approach to theoringest generation is most appropriate

(Kaplan and Maxwell, 1994). Case study researclygdes frequently used, containing
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such methods as interviews as well as ethnograpmaches such as participant
observation. Every qualitative research method aeesor more techniques for collecting
empirical data — although the word ‘materials’hetthan ‘data’ may be more exact, as
qualitative data is not often or even mainly numeri ranging from interviews,
observational techniques (participant observafietgwork) archival research and written
sources (published, unpublished documents, compgroyrts, memos, letters, email, faxes,

newspaper articles and so on).

It is of interest to note a relatively recent ingliion towards qualitative research methods in
Information Systems (‘I1S’) research. IS is a newdeveloping discipline which emerged

in the 1960s, focussing on the development, usemapdct of information technology in
business and organisational settings (Myers andoawi2002; Myers, 1999). Reviews of IS
research literature show that much early reseaorh the 1960s was technical, focussing
on the abilities and potential of the supportinfijgare and hardware, and therefore
undertaken from a predominantly positivist perspectOrlikowski and Baroudi, 1991).
However by the 1990s IS research related to artader range of relationships between IS
and the organisation. As this dissertation refldattsas expanded to cover issues such as
communication, inter-organisational systems, caliabon, electronic commerce and the
Internet. IS is recognised to be

“much more than simply the development of compbgsed business systems—
electronic and information technology is now sodamental within society that IS as
a discipline must concern itself with the genexadlation of human communication”
(Mingers and Stowell 1997 p240).

4.5 The research design

Having analysed the various philosophical and nalagical options available it became
important to look at those selected and understamdbest to apply them to the particular
— and frequently changing — circumstances of tise gaorder to answer the research
questions satisfactorily; as Kumar has stated, ‘Vdielity of what you find largely rests

on how it was found” (1999 p.16). This involved paeing a research design which would
be robust and yet flexible, in order to allow itttack the nuances arising as the research
developed. The prospective, rather than retrospgeaind emergent nature of the research
subject matter did not lend itself to the implenagion of a rigid, prescriptive research
design. It was also imperative that the researsigdeencompassed two essential
concepts, those of both internal and external wglid
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The research was predominantly performed usinggitiedinal study involving the
instrumental case of MVine Ltd., a start up indeg®att record label. The company
considered that they had the opportunity to bditeeto benefit from the application of a
variety of newly available technologies to thaditional music industry business model

and in the process create new mechanisms for egeadiue and so createnawbusiness
model. These technologies were underpinned bynteenet, and included software which
allowed MVine to interrogate site usage statisticd to accumulate data on comments and
ratings. This provided MVine with the ability tot@rpret users reactions to music hosted
on the website to inform and thus identify whictisis were most popular (and so were
significantly more likely to be successful) and slaobe signed up to the label. This case
was triangulated against the collection of collaitstudies and expert interviews across the
course of the research period in order to ensym@sentative information was gathered
from all possible actors in the music industryheatthan relying on one bounded case to

the exclusion of other informative and contemporgargnomena.

Orlikowski and Baroudi propose four case study tpedods across which cases can be
studied; the one-shot cross-sectional, cross-sedtacross multiple time periods,
longitudinal and process traces (1991). The fwst, both ‘cross-sectional’, are static,
snhapshot research of a phenomena, and are mosta@omng research — in the case of the
latter of these two, multiple time periods use song&asure which is applied on several
separate instances. Process traces are those ddmttHit into any other category, for
example, one in which continuous data collectiocaisied out, but over a single discrete
event rather than over a period of time. Longitatiirme periods are those in which a
researcher engages with the phenomena over aretrnjoiied time period, as was the case

here.

The study population comprised
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* MVine (an in-depth study representative of an emetrtechnologically facilitated
music business)

» established major and smaller record labels amstsftn order to answer to the
research question around changes to traditionaicrmgustry value chains)

* new/emergent individual and own label artists, rddabels and other businesses
moving into the music industry (reflecting the cery nature of relationships
resulting from technological developments whichuwoed as the research
progressed)

Data collection methods used included participdsieovation, semi-structured and
occasionally unstructured interviews, and the stofdyollateral examples through a
structured yet evolving variety of online and aféimechanisms detailed below. The time
frame for the research was “retrospective-prospet{Kumar, 1999 p.87) from December
2003 until March 2006, followed by continued triakagion through the study of new and
emergent activities within the remit of the resbaand ongoing expert interviews where
relevant and possible from this time in order tewga continual interrogation of the results

of the empirical research.

4.6 Internal and external validity

Whilst each research method selected within the sagly design will tackle these issues
separately, issues arise around internal and eatteatidity which will be discussed here.

Internal validityrequires the structure of the research designable absolutely
unambiguous conclusions to the research quesfidresway that the research is designed
must be such that there cannot be any alternatp@m®ations or interpretations for the
findings produced. Equally, it is frequently heltcht the results of the research must be
externally valid- generalisable to other situations outside thgestigated. De Vaus has
proposed that the goal of case analysis is theatageneralisation rather than statistical
generalisation (p.221). However, for subjects mdhbcial sciences these requirements can
be more problematic than for other academic diswpl| as the emphasis is on
interpretation, and the findings could be saidtodie findings at all but rather assertions.
As will be discussed in more detail at the releyamint in this chapter, the author agrees
with Stake’s proposition that “the real businessase study is particularization, not

generalisation” (1995, p.9). It is also importamnhbte the complexity introduced because
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greater variety increases the extent to which tesué generalisable, whilst at the same time

homogeneity enhances the internal validity of sstcigies.

4.7 The study design

The use of multiple sources of evidence and contibimsiof methodologies in the study of
the same phenomenon is identified by Yin as ortee@fundamental principles of data
collection within a case study, helping to ensanstruct validity’ by using multiple
sources of evidence to establish a full chain adewce and cross-validation (2003).
Eisenhardt has also acknowledged the fact thatidregulation made possible through
acquisition of materials from both primary and setary sources makes the substantiation
of hypotheses proposed far stronger than mateysteered from using one single method
(1989).

Yin (2003) describes a case study as an empinpliey that investigates contemporary
phenomena within their real life context, espegialhen the boundaries between
phenomenon and context are not clearly evideniV&es elaborates upon this in his
description of a case study as “particularly suttedituations involving a small number of
cases with a large number of variables” (p.231)MVaas emphasises that case study is not
a method, but an object of study, an element ofékearch design, a unit of analysis within
which many methods may be applied (Vaus, 2001)y‘method of data collection can be
used within case study design so long as it istiga@nd ethical” (p. 231).

Yin agrees with this emphasis, noting that the pidéset of available methods with which
case studies can be analysed has yet to be i@entifin, 1989 p.27). Case studies have
been advocated for both building and testing tlesoffcisenhardt, 1989; Benbasat et al.,
1987). Benbasat et al (1987) also clarify the caisdy as being suitable for examining a
phenomenon (which may not be well defined at thsedywithin its original social or
commercial context, when a variety of methods aeluo collect the data from

individuals, groups or the organisation itself.

4.7.1 Yin vs Stake — a choice

The author finds Yin’s definition of a case studyaa'unit of analysis’, and his very
prescriptive approach to be problematic, drawingrgaries around what can and can not

be legitimately studied within the research. Stia&e proposed that “Case study is the study
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of the particularity and complexity of a single easoming to understand its activitythin
important circumstances’ (1995 p.xi, the author's emphasis ). Benbasat €t987)
reinforce this wider and less bounded perspeatiggng case study design as being
particularly appropriate for “sticky” problems, wieeaction, experience and context are

critical factors.

Yin (2003) comes closest to this approach in hipleasises on the value of an
‘explanatory’ case study for situations when treeegcher wants to ask ‘how’ and ‘why’
questions, when they have little control over esgahd when the focus is on a
contemporary phenomenon within some real life cdntéin’s table, reproduced below,

shows his interpretation of how these factors ofilneénce the researcher’s choice of

approach.
Strategy Form of research | Requires control of | Focuses on
guestion behavioural events? contemporary events?
Experiment How, why? Yes Yes
Survey Who, what where | No Yes
how many, how
much?
Archival Analysis Who, what where | No Yes/No
how many, how
much?
History How, why? No No
Case Study How, why? No Yes

Table 4.1 Relevant situations for different researt strategies (Yin, 2003)

Reflecting the difficulty that the author findsapplying Yin’s understanding of case study

research to this current situation, it would sekat the instrumental study of MVine could

be said to fulfil every one of the seemingly codictory criteria for one, in-depth ‘case

study’. This is said by Yin (2003) to be most agprate when it represents an extreme or

unique case, or when it is a representative oc@fpase, or when it is a study of a situation

previously inaccessible to investigation.

« At launch, MVine was ‘unique’ - the only one applgiits specific business model,
which was created with the support of developirmipt®logies.

* However it was also ‘representative’ - one of as@d contemporary companies using
new technologies to variously sell or promote muasikine, in which sense it was a

representative of that group.
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* The music industry is highly secretive and normaltijyally inaccessible to
investigation. As such it is very unusual for ertdrresearchers to get access to the
detailed workings of such a company, yet this nesea was extremely fortunate to be
given open access to all aspects of the companghwinturn opened many doors that
would otherwise have been closed to her. Even bdfemng offered the opportunity to
become part of the company, the researcher hadjaaiy privileged insight into the
creation and development of the company’s busimextel and associated events. This
was through her previous association with one efttbo founders, which would not
have been possible for any other individual to asce

Whilst Yin’s very linear and methodical approactegdmot therefore seem appropriate,
Stake (1995) presents a perspective on case gadgnch which this author finds more
realistic and more suitable to the vagaries of ¢iasdwork, proposing that each is “a
specific, a complex, functioning thing” (p.2). S¢atecognises that whilst it is possible to
identify different types of case and styles of gtofithese cases he makes distinctions
between them,

“not because it will be useful to sort case stuthés these three categories (often
we cannot decide) but because the methods we sdliuill be different, depending
upon intrinsic and instrumental interests” (p.4)

Stake’s categorisation is that imtrinsic case is studied when actually it is not a choice a
all, but studied because of its particular, sped@fid intrinsic interest, because it is
important to know about that particular casstrumental cases such as the MVine study
described in this dissertation, on the other hanelundertaken in order to assist the
researcher in coming to a fuller understanding wiose broad-based subject of interest.
Collective cases are where it seems more appropriate to sawtyal cases, each being
instrumental to the subject under study, in ordegather learning from each and where

such collective learning is mutually reinforcing.

The instrumental study of MVine represented an dpjpday to access the sector through
highly engaged actors who were hospitable to tigcpéar enquiry that the researcher was
making. Concurrently, collective studies were buptin order to provide materials which
were important to co-ordinate between the MVinelgtand those activities which
developed in the music marketplace as MVine pragresOf concern in this regard was the

ability of a single or of a collection of studiesgrovide the basis of scientific
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generalisation. This issue is raised in part bexafishe different interpretations of

generalisation in qualitative and quantitative agsk.

Yin (1994) proposes that case study generalisaiabout theoretical propositions, not
about populations, and as such a case study, @autewith rigour, could certainly be
capable of providing analytical and scientific gextisation. However the author agrees
with Stake, who takes a contrary view, proposirag thcase study is not and should not be
about generalisation (except as far as a case odifyna generally held perception) but
about particularisation. By coming to know one dew cases particularly well, the
emphasis is on uniqueness. To establish this unegse first of all one has to be able to say
how this case or cases are different from othendasi to it. In the researcher’s efforts to
document the progress of the MVine case and thageged alongside its development, she
tried to preserve what Stake called “thaltiple realities the different and even
contradictory views of what is happening” (p.12heTselected method of data collection

for the instrumental case in this study was pgréint observation. Despite what this author
considers to be the significant advantages of te#had, it has been criticised for a variety

of reasons, each of which is discussed below.

4.7.2 Selection

This research investigated traditional relationshiptween stakeholders in the music
industry and the impact of technological developta@m these relationships, and as such
required a detailed contextual setting, not oné/dhalysis of subjective opinions of key
actors within MVine but also triangulation agaiestjuential collective cases and expert
interviews gathered across the course of the relse@o quote de Vaus,

“case study designs rely less on comparing casesdh exhaustive analysis of
individual cases and then on comparing cases” (0RQ).

The researcher was provided with an opportunityae privileged access to the internal
workings of MVine, a new, independent record lakleich intended to use the Internet to
replace the more traditional human A&R functionthe period leading up to the
researcher’s involvement in MVine a number of omloollaborative and social networking
environments had begun to emerge, many of whicblwed music as a feature either at
launch or shortly thereafter. To name only a regmegtive few with their launch years

(specific months or dates are somewhat arbitrampasy launched at first in ‘beta’ or
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‘closed’ mode for varying lengths of time), therere such companies as Garageband.com
(1999) Pandora Internet Radio (2000), Rhapsodyl(RDastFM (2002),

signhereonline.com (2002) Myspace.com, Magnatuneaied Apple’s iTunes (all

launched Spring 2003). The emergence of thesedretyuexperimental online business
models was another major factor in this researshdgtision to take advantage of the

opportunity to study MVine when it was presented.

Many authors have also identified music as a kdysiry affected by the Internet and
related technologies including Vacarro and Cohd420Beer (2005a; Beer, 2005b) and
Peitz and Waelbroeck (2006). Selection of this reatelent start up record label was also
supported by Chesbrough and Rosenbloom (2002) wtealrihe need to

“learn more about the forces that facilitate angeuate the search for constructive
adaptation in the elements of an extant busineskemdhe process of adaptation
appears to be either more highly motivated or nealy implemented in
independent ventures than in established firms. etig=sies are well worth further
exploration” (p. 552).

Beer also commented that:

“the development of accounts that capture the desiaid complexity of digital
technologies require a form of ongoing study tihaties the digital in the everyday”
(Beer, 2005b).

These comments served to reinforce the author’sidedo perform the instrumental case

study on MVine.

4.7.3 Access

Bryman has stated that “(o)ne of the key and yettrdificult steps in ethnography is
gaining access to a social setting that is relettite research problem in which you are
interested” (2004, p.294). The researcher wastiateito have the MVine opportunity
actively presented to her by the rest of the compaembers in December 2003, although
in order to ensure that the company would be afevéd her research, she undertook to
follow its progress for one year to start with (alintook her from conception through the
development process to its form as of November ROAs one year ‘pilot project’ helped
to ensure that the access offered would be sufticieboth nature and kind enough to
ensure that the material generated would provecserit and suitable for a doctoral thesis.
It also helped to reassure the author that shequises able to objectively observe and
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capture the processes of creating and managingugieess whilst also being able to

participate actively in those processes.

The process and outcome of this pilot study reduitehe development of initial theoretical
constructs whilst also highlighting some of thelpjeons that would face the researcher in
conducting research in such a turbulent, uncedathsensitive environment. Across the
pilot study the researcher was able to developegsibnal relationships both within the
company under study and with individuals from indybodies, publications, and
companies relevant to the study. As a result, skieeable to produce academic papers, book
chapters and conference proceedings which demtegir@cognition of the value of her
work (Florida et al., 2010b; Berry and Papagiars)i@D07b; Berry and Papagiannidis,
2007a; Berry, 2006; Berry and Papagiannidis, 208&ry and Papagiannidis, 2006a;
Papagiannidis and Berry, 2006; Berry, 2005; Papagjis et al., 2005) and which

therefore encouraged her to continue her investiggitvhen offered the opportunity.

By November 2004 the researcher had establishedhiye was a real value in continued
study of MVine in order to help her in answering research questions. She had also
established to her own satisfaction that she wadgatable assuming the position of
participant observer, and that it would provide Wwéh significant advantages over other
available methods of researching this subject. SVpibssible results were starting to
present themselves, these in turn indicated theitapce of further research. In a move
which underlines the pilot study period, the reskar accepted an offer to take up a 2%
shareholding in MVine. This provided evidence botiher commitment to the MVine team
and of their belief in her value to them. It ensltieeir continued acceptance of her work as
both shareholder and researcher, and facilitateddahtinuance of in depth observation and
analysis of the MVine business model, its develaptmend that of the marketplace within

which the record label was operating.

Access to the company was continuous through atyaof both physical and remote
mechanisms. Meetings were initially held in thetitnge of Directors (“loD) on London’s
Pall Mall and latterly also in the loD’s suite eicilities at 123 Pall Mall, where more
modern computing facilities were available. Alsgukar use was made of HP and M’s
house in New Malden, Surrey. Whilst J lived in Bseis, he brought the researcher, HP, M,

and F across to his house there for meetings wdwrired, and once re-established in the
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UK his house in South London was also used forddable discussions. Whilst it was less
usual for meetings to be held in Newcastle, thezeevoccasions when HP would travel to
the North East to meet with the researcher in adimensure consistency of contact,
information exchange and collaboration on markeéind communication issues. M also
came to the city whilst on tour with a variety ofists, and the author ensured that she took
maximum opportunity to meet not only with him bigathose artists he was
accompanying in order to broaden her understamafiagd engagement with the music

industry at work.

Although the researcher was not able to be at dvdfipe meeting, she was welcome at all
of them, and made every effort to adjust her pasocommitments to attend those meetings
which seemed most informative, pivotal or illustratof the research questions. The

MVine team were fully compliant in trying to set eimg dates as far as was possible

around her availability as well as their movements.

4.7.4 Data gathering

The researcher took a ‘participant observationspective and gathered materials across
four distinct phases:

¢ Dec 03-Oct 04 — pre start-up

* Nov 04-Dec 05 — start-up and initial development

* Jan 06-Mar 06 - the demise of the company

* May 06-Nov 10 - post field work analysis

Meetings were, in general, recorded using eithai disc, computer with built in
microphone (this belonging to M who would then bafhthe data onto a CD for later
retrieval and transcription), digital voice recarde, latterly as the technology became
available, recorded onto an iPod with removableroplcone. The richness and complexity
of meetings between so many different people (katjy up to 10 and rarely less than 4)
demanded a permanent record so that individuaksand quotations could be extracted
from what was frequently a concurrent and non-lirsed of conversations. After formal
meetings (as opposed to more casual encountetshtavas not able to attend, the
researcher contacted all participants by telephidviéonline ‘Instant Message), Skype (a

free, telephonic communication using Voice Oveelnét Protocol or ‘VOIP’ software)
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web-cam or email and transcribed their recollectbthe event and its outcomes, as well

as ensuring that where they were taken, she washseminutes.

Large quantities of commentary and rich detail vieexefore acquired, although at one
remove. The researcher took notes of phone callsvais occasionally even sent
transcriptions of or comments on conversationstutivshe was not a part by other MVine
team members. Although the validity of these wasonfrse always an issue, they helped to
fill in any possible gaps in understanding the pesg of the business and the interpersonal
relationships within it, and at times prompted sghgent direct conversations. See
Appendices for examples of these: B for transaiptf phone call notes, C for

transcription of meeting notes and D for transasipof IM conversations.

As is the nature of participant observation thespisaof research were not specifically pre-
planned but emergent, unpredictable events, fratyjueearer by far in hindsight than at
the start of the research process. This sectiaefthre outlines the initial design of the
research informing this dissertation and the sulbseigchanges that were made in order to
accommodate the varying circumstances of the imglestvironment, MVine’s
organisational structure, and the lives and comenitisi of the individuals involved,

including those of the researcher.

4.8 Participant observation

Through the instrumental study of MVine, the reskar was able to take advantage of a
uniquely privileged position within which she codddth observe objectively and
participate actively in MVine’s developments as shaall record label tried to exploit
ongoing and increasingly disruptive changes imtiusic industry. There was no desire or
intent to apply action research methods. The reBeamwas not employed to apply her
academic knowledge and understanding to the congpdryelopment, but to apply her
previous experience and personal skill set. Frqraatical perspective the market
environment and internal organisation of the conyet against that were both far too
fluid and dynamic to allow for the step by stepgressive problem solving approach
required of action research. She was, however, mevileged in being able to observe and
to participate in the development of the compamyisiness model as it evolved over time.

This privileged position gave her unique accesbeahoughts, feelings, actions and
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reactions of company members as they attempteckébeca robust, technologically

mediated business model.

The researcher worked closely with MVine membesather informants from the pre-
start up phase in December 2003 to final conversatin March 2006, following this
period up with intensive desk research. In undantathis case study through the use of
participant observation the researcher was awaitebthth philosophical and practical
criticism has been levelled at this approach, mi@aar at the apparent tendency of
participant observation to produce invalid and tiabde findings. This section describes
and assesses the potential problems with andisniticof participant observation and

shows how the research design responded to these.

4.8.1 Subjectivity

A fundamental issue with participant observati@s in its very nature — as Benjamin Paul
stated in 1953, “Participation implies emotionaldalvement. Observation requires
detachment” (p441). The most well known, althouadely encountered illustration of this

is ‘going native’, where the researcher becomestagral part of the field in which they

are researching to the extent that they forsakectibjty and research altogether and live as
one of their participants. Tedlock describes maspected ethnographers who have ‘gone
native’ socially but not culturally, and highlightsat “(t)he number of fieldworkers who
have given up anthropology altogether in ordepto fhe flow of life elsewhere is very
small” (1991 p.70).

Tedlock believes that it is the tension describg@eénjamin Paul between the participant
and the observer, implicit of a deeper tension betwobjectivity and subjectivity, which
critics see as the real danger of participant efagiem. She notes that these critics seem to
believe that “the domain of objectivity is the spl@perty of the outsider” and this author
believes, rightly insists that the time has comeafizeptance that “intensive enculturation”
(p.71) does not dilute the value or the impacthefresulting research. It is proposed that it
IS more intuitive, natural and better to acceptfdot that there is an internal dialogue which
can result in real-life, robust and informed resbathan such research being published as a
novel (under a pen name or even anonymously) otiechpf all references to the

participant observer, or any other human charastiesi left as a bare abstract of the study;
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as has Devereux said, “a professional defense mechgroducing "scientific (?) 'results’

which smell of the morgue and are almost irrelewamnérms of living reality” (2010 p.97)

Whilst some personal opinion is therefore conside@oropriate, it was important from
the very beginning of her involvement with the camyp for the researcher to distance
herself from activities, interpretations or appioes which could later be used to
substantiate charges of preference or bias. Ot gedp in this was the fact that, within her
role, she was required to act as central informatm-ordinator, generating what came
colloquially to be known as “TIM” reports (the aogon standing for ‘Today I'm
Mostly...”) which were sent out to everyone and akalthe whole team, wherever they
were based and whatever their occupation, to kpep date with what other team
members were doing. See Appendix E for a sample Rédort.

The researcher also made use extensive use ofGubsivell calls ‘member checks’
(Creswell, 1994) as a method for ensuring intevaitlity. Silverman describes this as
“whether or not the researcher is calling what &sured by the right name” (1994, p289).
She kept all team members apprised of the natwrea@mtent of her work throughout the
writing up process, requesting their feedback amdroents for the drafts of each section
as they were completed, and was able to contrioutas process by asking expert
interviewees who were interested in the subjecten&t read through sections of the

thesis as they were written as well.

4.8.2 Observer affecting behaviour

A common criticism of the practice of participatiservation is
“that people are likely to react to the researdieng present by engaging in
untypical or extreme forms of behaviour” (p. 161 dlagton, 2004).
This is of course only the case if the respondardgsaware of the fact that they are under
observation. For respondents such as the artidtsnasicians involved in MVine as users
of the system or members of the company team, wlndsa large proportion of their
working lives ‘under observation’ the dynamics ochpaisomewnhat, as the researcher
discovered. She was consistently transparent dbewtual nature of her role within the
company and frequently found that, once respondéstevered that her involvement with
the company was part of a major research projeey, became more helpful, rather than

less. In introductions at the first meeting heldwi, a senior executive for one of the UK’s
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music industry trade bodies, the researcher dextthese dual identities and asked
whether the conversation could be recorded foréuttanscription and use within the
thesis. RE responded:

“That’s fantastic — | have just started doing mye@pJniversity MBA, at some

point | will have to do a dissertation and | wasmking of doing something exactly
along these lines! Record away — perhaps once rgodane we can compare notes?
If you want me to read through and comment | wdaddeally happy to and |
promise not to copy!!” (28 August 2004)

Dryden suggested that ongoing access to a reseavatonment can be better achieved
through “playing up your credentials”, passinggsestd the acquisition of a role (1994,
p299). There was no doubt that each one of thge®aghes was of value to the researcher
in different circumstances. Her background in sigrand running small creative
businesses was valuable in establishing credentitien and outside the MVine team, and
she was meticulous in ensuring that confidencese wept as and when appropriate. Her
commercial MVine role and the verifying materialsreunding it (business cards, email
address and so on) were of equal importance to sbthe interviewees and respondents
within her research activities. It is proposed bgddfington that the longer a researcher
spends with their subjects the less likely theytaree deceived, as those under observation
get used to the participant observer’s presencdiaddgt less necessary, or become less
able or willing, to sustain atypical behaviour. Vadjton also notes:

“Whilst a researcher’s presence is bound to haviengact on his or her data it is
preferable to address the possible effects healdaonpretend — as positivists do —
that research can be carried out in a social vatpni62 2004)

This commentary presumes that the participant obsés viewed by the observed
individuals as somehow different to, alien from andside their experience. It is of interest
to note that the MVine team comprised a numbendividuals who could be described as
somewhat larger than life — a self made millionaéréamous singer / songwriter / producer
/ manager, his very glamorous and equally highierefife, a major music label lawyer;
these were all individuals who demonstrated coreetf confidence, supported by
extensive world experience and who, from the rebesis perspective, were almasd

used to being observed.

The researcher was therefore put into an unussti@a rather than her presence and
interaction affecting the behaviour of those obsdrthe behaviour and interactions of
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those individuals who were habitually observedigirtday to day lives, and whose
behaviour therefore appeared to be completely abaind unaffected at all times whether
observed or not, had the potential to affect hem perspective. If someone rang the front
doorbell in the middle of a meeting at M’s houseds as likely to be a global rock star as a

local housewife. It was important to avoid beinigtée ‘star struck’ at times.

The researcher was always careful to ensure thpamicipants were reminded regularly of
the fact that the dialogue generated during evesgtimg, phone call, web conference or
other occasion during which she was recording eingalown the content for her primary
material, would be recorded, transcribed and pbsaged within the thesis unless anyone
objected. Across the duration of any day-long nmgstishe made a point of reminding
those present about the fact that she was recordisure confidentiality and trust.
However again because of the nature of those tieaitvais observing, it rapidly became
apparent that this procedure was potentially copndeuctive. Where, with a group of less
high profile individuals, the observer’s continsaminders might serve a purpose, in the
circumstances the researcher found herself rengnuople who really didn’t need to be
reminded, and at times the reminders served orilyitate and affect their behaviour more
than no reminder at all would have done. Whilstas still important for the purposes of
the research to ensure that everyone around thevas aware of the issue, these
reminders therefore needed to be made with gréigadg to avoid this effect.

To illustrate this: M was a producer, manager, saitgr and singer, and as such was very
used to spending time in front of a microphone. flégsearcher was concerned that he
would forget that the purpose of the microphone teagcord for later analysis rather than
instantaneous transmission of what he said airies &ind it was important to ensure, albeit
with a sense of humour, that he remembered thisHedf way through a daylong meeting
held on 28 October 2004, the researcher said

“Please don’t forget that | will be transcribingsimeeting today so every time you
click that pen, think of my migraines. | alreadywaanough problems with M’s
bracelets jingling about 3 inches from the micrapio
Reminders were also necessary for people who cachevant across the course of the
meetings; F arrived 2.5 hours into the same meelisgussed above which was being

recorded, and the researcher had to point out:
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“l am, just so you know, taping all of this sod@ves my hand from dropping off
and me writing and not listening to what anyonsaging. | will of course ignore
all profanity if you want and leave out anythingeslyou want me to”.

4.8.3 Contingency

External validity As well as generally implying that the researat@es not have full
control over the environment within which theireasch is performed, participant
observation tends to result in the researcherciolig a very large quantity of material and
very detailed descriptions. The inherent difficultygeneralising from such research
findings, or the ‘contingency’ effect, makes itfaitilt to prove their external validity as
the participant observer can find it hard to amnalygese materials systematically, and it is
thus difficult to identify cumulative evidence farparticular phenomenon, effect or
construct. As has already been noted this is ae igshe researcher is emphasising
interpretation, producing assertions rather thadifigs. But if the research perspective is
one of particularisation (coming to know a speatiase well in itself) rather than
generalisation, external validity becomes less lgroltic. “There is emphasis on
uniqueness, and that implies knowledge of othexsttie case is different from, but the

first emphasis is on understanding the case it¢8tkike, 1995, p.8).

Whilst understanding the instrumental case in giledil is necessarily of great value to
this research it is still important to ensure ast Ipgssible that a system of checks and
balances is implemented in order to ensure thatdle is not seen simply a story without a
context. Howard Becker (1958) has offered a usafalysis of checks and tests which the
participant observer can use to ensure that thaik v8 systematically analysed and
presented in such a way as to provide valid finslighilst as the date of Becker’s
publication shows this analysis is not contempaqriityas stood up well to the test of time
and remains a useful start point for participargavbers concerned with the validity of their
findings. He points out that participant observatmalysis is, by its nature, sequential. So,
the participant observer can only take directianfiother gathering of materials by relying
on a somewhat provisional analysis of the matetiasthe she has acquired to date. These
in turn may be circumscribed through the limitaiaf each unique field work situation.
The end result of this is that “final comprehensavalyses may not be possible until the
field work is completed” (p.653). Becker propode®e field-based phases and a
subsequent desk-based phase of analysis.
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Phase 1. Selection and definition of problems, coepts and indeces

Through this process the participant observer dantify problems and concepts that
promise to reveal the most possible informationualbtioe organisation under study, and
items that may be useful indicators of less eashlgervable facts. In this case, the
researcher undertook an initial year pilot studyolwtenabled her to do exactly that. The
concept of the MVine business model which emergewh the conversations and
interviews with MVine team members appeared to beva one, easily distinguishable
from any other business model in the music industtye time. How this was to be
executed was less clear and so became a focusttive research activity throughout the

second phase.

In this initial phase, Becker recommends a numbézsts for evidentiary credibility in
order to avoid wasted time following up irrelevéedads and reduced validity. He
recommends that theedibility of the informantss assessed. The MVine team has already
been described in outline, and as has been maaletloksy were all very high profile
individuals in their own right, with backgroundsercommerce, music, law, software,
marketing and other disciplines sufficient to caroa this researcher that their opinam
those subjects in which they were expegte valid and credible. Whilst they were all more
than capable of having opinions on those areastagsto their own skills and abilities it
was rare that any major boundaries were crossatkvel questioned M’s abilities as a
singer, songwriter, or producer of music, M did goery the legal advice provided by C, F
never asked about the relevance of marketing amuhzmications activities undertaken by

HP and the researcher.

Becker also recommendse observer-informant-group equatiorhis is complex, in
particular when dealing with a team of individuadsose responses are all very different
dependent upon who is present and who is not aedvakies across the course of the
research as the participant observer became aintegzal part of the MVine team herself.
It revolves around the veracity of an individuddshaviour dependent upon whether the
observer and or other group members are presemtoAs a simple example, and largely
as a result of the trust and belief in her confiddity built up across the pilot period — any
one of the team members talking together with &searcher were far more likely to
provide commentary that accurately reflected tbpinions than when talking in front of

the entire team. This was particularly highlightedtheir comments reflected their opinion

112



of the capabilities, opinions and activities ofatheam members but was also noticeable in
their personal reflections on the reasons behianl ihvolvement, the aspirations that they
had for MVine and their part in it, and their bélie the eventual development of the
company from a corporate, personal and professimralpective. There were some team
members who were noticeably negative in privatevesation with the researcher, and yet
who would be much more positive if prompted in ogestussion with other members of

the team.

There were variations upon this theme across thesemf the research as individuals came
and went and the researcher had to be carefultéothe configuration of meetings,
conversations and conference calls to acknowl|dugjetliere were some combinations of
individuals/groups, set and sub sets of people wtnald not necessarily provide material

which could be relied upon in analysis.

Phase 2. Checking the frequency and distribution ghhenomena

Many early conversations involved the discussionef ways in which value was being
added to the work of artists for their benefit dmat of their consumers and fans arising out
of technological disruptions in the music industigd planning how best to capture and
monetise that value through the MVine business inddese conversations were informed
by the increasing number of new online music labal$ companies, operating through
business models which were new to the music ingistr which incorporated new ideas

and were based on new concepts of value.

The researcher created a timeline in order to cliezkrequency and distribution of a
fundamental element of her research, emergentmoéatpcally facilitated music industry
businesses. An outline can be seen in Chapter &ewhis used to contextualise the review
of relevant literatures before the full contextied 2¢" and 2 Century music industry

could be explained in detail. As Becker has alreaated, it is not just manyemsof

evidence that the researcher needs but rkanalg of evidence. And so in this instance it
was not just many new online record labels (widnetnts of those concepts MVine was, or
was hoping to incorporate) but many new, diffetgpes of activities in the online music
environment, some legal, some illegal, some inddieindividual artists and others driven

not by record labels but by players previously ens@ the music industry, yet all
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facilitated through the same technological disiupthat earlier chapters of this dissertation

have identified.

As the pilot study continued, not only did theséiahcompanies change, adapt, and
variously succeed, expand or fail, but other nelinercompanies launched containing
elements of the MVine business model. The researftt MVine team were fully aware
that starting in a marketplace which already codisome serious and well—capitalised
contenders for success would require a busineseglntoat was robust and which offered
real initial and up front value to consumers arigs&ralike. At this point Becker’s third

sequential point was reached.

Phase 3. Incorporation of individual findings intoa model of the organisation under
study

In her previous review of the literatures involviegergent business models and the
changing nature of value, the researcher hasriitest that the framework provided by
Alexander Osterwalder (2004) for the analysis btisiness model suffices in this respect.
It was of value to have a model already in mindlsthworking on the final analysis rather
than having to recheck and rebuild a model of @searcher's own making. Whilst this
research highlights deficiencies in the framewappsed by Osterwalder (in particular his
lack of emphasis on the requirement for timely antical mass of users) it still provides a
robust, logical and steady framework within whible tesearcher can finally present her

findings in a systematic and logical fashion.

Phase 4. Final analysis and presentation of results

Becker calls for a systematic analysis of qualiatiata, in order that the analysis can be
worked through logically and in a linear and cotgsisfashion. The very linear nature of
the framework selected in order to carry this gee(3 above) has been of great assistance
in this regard. However the vast amount of mategalthered throughout the research
period were of a largely qualitative nature andef@e hard to manage, file and assess in
any simple and meaningful order. As Stake noteglisis is a matter of giving meaning to
first impressions as well as to final compilatioAsalysis essentially means taking
something apart” (1995, p71).
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An heuristic approach, requiring filing, repeateddings, annotations, indexing and re-
filing of the materials took up much of the resdarts time not only throughout the various
research phases (in order to ensure that the sudrsiepghase was based upon assumptions
for which there was sufficient evidence) but alsangnmonths of post fieldwork time. This
activity, whilst time consuming and repetitive, wdgreat value. The researcher was able
to uncover serendipitous comments and conversatibith, whilst seemingly unimportant
at the time of annotation, transcription or jourwaiting, ultimately became of critical

value to the final analysis (as Becker has saitig“est evidence may be that gathered in
the most unthinking fashion” p.659). Equally, hugeets of transcriptions of activities
which had at the time of transcription seemed mb¢ germane, but “obviously” core to the

research on which she was engaged became, ingettosedundant information.

From the splitting of the original MVine team intwo separate companies in March 2006
until the final submission of this dissertatiomagidly increasing number and variety of
new ways to create and acquire value in the muaslgstry were uncovered, resulting in a
dramatic increase in new businesses, and estathiestes which adapted in new and
interesting ways. These continual, frequently drizerend often headline events continued
to inform (whilst also unintentionally extendinggrtpost field work analysis, whilst
lending essential evidence in contribution to thepiical work that the researcher had
already performed in answering her original redegrgestions.

4.9 The case study, collective studies and expenterviews

This dissertation is based upon the central rebBesntivity of an instrumental study of
MVine Ltd., performed over the research period tigioa process of participant
observation. The researcher also gathered triatigmilanaterials through concurrent
collective studies of other relevant phenomena,camtlucted a variety of expert
interviews across the course of the study, as aselhereatfter, in order to build up a strong

set of material evidence to set against the refwalbs the instrumental study.

Triangulation allows a researcher to address “ad@orange of historical, attitudinal and
behavioural issues” and importantly, allows “th@&lepment of converging lines of
enquiry” (Yin, p.98) which will make findings an@wclusions more convincing and
accurate and can address any potential issuedidityw.aCreswell proposed various

purposes for combining methods in a single study:
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“1. triangulation in the classic sense of seekiogvergence of results

2. complimentary, in that overlapping and differerddis of a phenomena may
emerge (e.g. peeling the layers of an onion)

3. developmentally, wherein the first method is useguentially to help inform the

second method

initiation, wherein contradictions and fresh pedpes emerge

expansion, wherein the mixed methods add scopém@adith to a study” ((1994)

ok

Primary materials are commonly gathered throughhods such as observation,
questionnaires and interviews. However the researfeted an immediate challenge in
selecting the music industry as a source of primaajerials. The music industry has long
been secretive and highly suspicious of potemidlistrial espionage (Wallis, 2001; Negus,
1993b) which makes primary data collection of amrg,sjualitative or quantitative, very
difficult. The opportunity to be involved with ampany, every member of which was
happy to give the researcher privileged and opeasacto every detail of its plans and
conversations from conception to launch and beyeas therefore, extremely valuable to
this research.

4.9.1 User interviews

Across the course of the study the researchewietged (either by phone, or in person
dependent upon their location and availability)ndividuals who were registered upon
the MVine website as users. Their status as regbigsers indicated that they were
suitable individuals to interview about the impattechnology upon music whether they
were creators or consumers thereof; as Stake gs'saich of what we cannot observe
for ourselves has been or is being observed bys5t(E995, p.64). These interviews were
semi structured and based around the two reseagstigns, allowing the researcher to
ask consistent, core questions focal to the resemndst also allowing a broad ranging
discussion around other relevant and interestipigsoas they occurred and ensuring that
the researcher was able to take advantage of teeviewees’ rich and deep personal

experiences.

4.9.2 User interviews — data gathering

The interviewees were first of all categorisedaatheir interest in MVine — artist looking
to be signed, or consumer looking for new musie ¢bre questions that the researcher
asked were as follows, adapted dependent upomdiedual to whom she was talking:
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How do you know about MVine and what do you thirfilkt®
What changes has technology made to your creationansumption of music?

How is this different from your traditional actis in these respects?

WD

How has your relationship with the record label&amer/artist changed as a
result?

5. What in your opinion are the key characteristicsufcessful modern music

businesses?

The advantage of presenting these questions wateami structured approach was that the
researcher was able to explain in more detail whengght be required exactly what the
question encompassed. In pilot tests of the int@rnquestions, as recommended by Stake
(p.65) the researcher found as she had expectesditigaly starting the conversation by
reading out the initial question resulted in comtadike “what do you mean,
technology?”, “Why do you want to know?”. Occasilythe questions needed to be
paraphrased, or examples provided, to assist teeviawee in finding a suitable response.
An example of this frequently happened when asklogstion 4: the researcher found
herself supplementing the question with comment si3:
“...for example, you have mentioned that you reaierthem, so what is
Garageband doing right?”

“You use CDBaby a lot by the sound of it: why daiyfeel that it's such a good

site?”
The researcher preferred face to face interviewsrwtime and location allowed: it helped
to assess the validity and strength of an opinibemtalking to people face to face, and
dig a little deeper into subject matter to whickithbody language indicated they were
particularly sensitive. If a particular avenue mfestigation proved of real interest, the
interviewer could step away from the core quessienand gather material that added
depth and richness to the information that sheata@&dy collected. The researcher’s
position as Commercial Director of MVine lent harapparent credibility which ensured
that those to whom she spoke provided answersreesshand open as could be expected;
particularly when she noted her interest in thgexttbmatter because of her academic

studies, which many interviewees were keen to hreae about.
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The interviews were recorded as frequently as ptessd allow the researcher freedom to
observe, listen and interact with interview sulgeubst effectively. Whilst Stake resists
the idea of word for word transcription as beingsleseful than capturing the idea behind
what is meant, the researcher found it a usefulcese Transcription shortly after the
interview provided the researcher with a periotirok, whilst typing out the conversation,
to think about underlying themes and ideas, whiehthen captured as interpretive notes
at the end of the transcription. The entire corateva needed to be listened to at least
twice to capture the wording correctly and thisextltb the time for cogitation. A typical

interview transcript can be seen in Appendix E.

Telephone interviews were slightly more complicaasdhey had to be transcribed as they
occurred, which is always off-putting for the intewer, although the process had the
benefit of immediacy. The researcher could alsc"a$lat do you mean by that” and
require interviewees to repeat themselves in diffewords to ensure that a point made
was clearly understood. Whichever method of dapéuca was used, the interpretive notes
were sent back to the interviewee so that theydcooinment, and correct if need be, the

researchers understanding of the sense behindthdatvere trying to say.

4.9.3 Expert interviews

The MVine team were expert interview subjects theues. The researcher spent time with
and interviewed MVine team members both within aatside the usual office/work
environments in which she encountered them, not @dording and transcribing team
meetings but also making field notes of conversaticarried on whilst walking dogs in
Richmond Park or on train journeys and telephoiiis.cahe individual members of

MVine had a variety of useful contacts which thegrevfrequently happy to pass on to the
researcher so that she could also gather morevietematerials from them. Interviewees
included record company employees and directagagsi and unsigned artists and their
managers; the researcher went to trade body meedtimdjconferences around the country
and watched musicians in performance, spendingwitiethem afterwards as they ‘came
down’ from their on-stage exertions. She spoke witlsic industry journalists as well as
representatives of official bodies such as the &ission of Independent Musicians (AIM),
the British Phonographic Industry (BPI), the Intranal Federation of Phonogram and
Videogram Producers (IFPI) and the Musician’s Ur(ilgiJ). As was to be expected
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bearing in mind the previously-noted tendency talsaecrecy within the industry as a
whole, it was very rare for individuals to agreentomed commentary, preferring to remain

anonymous.

The researcher’s own contacts from her previougmapces and positions also provided a
number of contacts who were happy to provide eidirexct informed input or introductions
to individuals who would be interested in helpireg hesearch. The collation of concurrent
case studies also provided occasional opporturidrethe researcher to set up interviews
with expert informants or with contacts to whomytineferred her. Some interviews proved
to be particularly useful as the informant was mti@ppy to provide contact details and
introductions to further industry specialists angexts that they knew for the researcher to
interview in turn. A number of times this ‘rippl&e&ct’ resulted in the researcher
approaching an unknown potential informant, onljind that they were aware of her work
in this area and had already been in touch witkratiterviewees to whom she had spoken

in order to find out more about the nature of theversation that she was proposing.

4.9.4 Expert interviews — data gathering

The same issues around the gathering of data péwae as in the discussion around user
interviews above. However it is also worth mentignihat the mechanics of interviewing
expert informants came with its own unusual sethailenges which did not occur in the
more controlled environment of the user intervie®sme of the more high profile
interviewees were seen quite frequently at indusignts, conferences, seminars, live
concerts, either, or both, before and after the&brinterviews were held. During such
‘casual’ meetings they could frequently contribatd, informed and detailed insights that
were highly relevant to the research, either op@se or in passing. These casual although
informative conversations were rarely very longgfrently interrupted and occasionally
held in environments which were hardly ideal fag #Hcquisition of clear and considered

responses to the questions being asked.

It could be proposed that one is more likely totgetunguarded and unfiltered truth out of
an artist, journalist or record label executivaibar at 10 o’clock on a Friday evening than
in their office at 10 o’clock on a Monday mornirdpwever for the purposes of rigour the

researcher attempted to ensure that the formahation’ interview environment was as
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calm and controlled as far as was possible. Anathallenge was that whilst notes of all
interviews, formal or casual, were sent to intemées for ratification after they were
transcribed, it was not unusual for these eith@otoe back with deletions of useful
materials (despite these being readily acceptéguasable’ at the time) or not to come

back at all despite frequent prompts, either waigleeing the material unusable.

At interview the issues in which the researcher intesested frequently broadened to
include conversations around copyright, legal/dledgownloading, music industry models
of profit and artist support; these were sensitbgeies for some of those interviewed and it
was very important to ensure that their responsee &s balanced/measured as possible.
As an example, the researcher met Z a few timexdd¢he formal interview took place. Z
was a signed artist whose label had taken her @002, but since then, in her opinion, the
label had not supported her by promoting, markedingtherwise helping her make her
music a success. At the same time, the contracskigahad signed prohibited her from
going to any other label, or from distributing hefny music made whilst under contract
to that label, for three years.

She had made her frustration about this very ¢tettre researcher in a number of
conversations of a more casual nature. When shaskasl in a more formal setting about
new and more flexible relationships within the neusidustry, her response was most
definitely coloured by the fact that she felt hérsed to an archaic and unproductive
relationship through her label contract. Equaliypdl executives exhibited an almost
universal frustration with artists under their cohtwho they felt did not understand the
business of music and the importance of timekeegmraguctivity, and marketing. On both
sides the interviewer had to endeavour to findtbetinformants’ true feelings whilst
avoiding unproductive ‘rants’ which sidetracked eersation and if not carefully managed,

could colour their responses to subsequent int@rgigestions.

There were many for whom a face to face interviesuh simply have been impossible to
set up. This might have been because of their gpbgr location, the fact that they had a
random and frequently changing agenda, or shekofaavailable time for the researcher’s
questions. In these cases, it was felt that antacomwas better than none. This resulted in
a number of exchanges of questions and answensay, ¢hrough instant messaging

(‘'IM") technology or on the telephone. Whilst fatmeface interviews provided more
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contextual information in the sense that body laggy hesitation, emphasis and so on were
far more pronounced and clear, there were stilebtnto be gained from alternate, non-
visual forms of communication. The researcher weara that whilst committing opinion

to writing as in the case of the IM interviews dlets time-pressured) email exchanges
could lead to individuals being less than forthtjgit more circumspect in their stated
opinions, equally it meant that those opinions Wwhieey did express were more likely to be

those to which they were committed.

4.9.5 Collective studies

The researcher had been aware of increasinglyestiag changes in the music industry.
The first exposure that she had to such issuesneerly 2001, when she had to sack a
member of staff at her dot com company becausedsd€aund to have downloaded
significant amounts of music, movies and othegalematerials through Napster and other
online P2P providers onto his work computer in bheaf his contract of employment.
Across the following three years her work in onlergertainment and subsequently her
MBA studies, and concurrent Masters-level “E-busgianodule teaching, increased her
awareness of new, emergent models of businessarniety of sectors (increasingly
frequently in the media and entertainment busingsg)were built upon the very particular
capacities of the Internet and related technologies

When invited to work with MVine across the courgehe pilot study, it was already
therefore quite apparent to the researcher thagttrg of MVine would only provide one
perspective on the rapidly changing music indulstnglscape. Already companies as
various as Magnatune, MySpace, Pandora and LastdeMaunched and presented
various offerings to music consumers and creaibovgs clear that a single case study
would not produce a valid, reliable or meaningtokg in a vacuum empty of other
reflective sources of information. A huge and irgiag variety of new models of reaching
out to both creators and consumers of music wasgngg of which MVine represented
only one — and in the early stages of the staragpyith all business ventures, there was no
certainty that the company was going to succeedn\MVine did fail to survive in its
intended format, as was eventually the case, geareher believed this company could
provide valid proof of key characteristics for sessful business models in this turbulent

climate, and would be enhanced by the collationteaxtking of contemporaneous

121



activities of companies - labels, or otherwised arividuals, as these would provide

more or less harmonious counterpoints to the thaftige instrumental study.

“It is highly desirable that the logic of the resgadesign remains clear. The reader
should be clear about the proposition(s) and whgréicular case was selected to test
the proposition. The reader should be able tolsasethere is a structure and logic to
the selection of cases — that they have been sdlémt a purpose rather than simply
because they happen to be available” (de Vaus,,20@43)

As de Vaus comments, it is important to ensurettiexe is both structure and logic in
gathering data from a multitude of sources. Theaesher therefore decided to take note of
other new music-related phenomena as they aroeesatre research period. Reflecting
back upon the research questions guiding the tidgeT, the researcher selected those
music industry cases (for which read artist, labebther related entity) which fit one or
more of the following criteria:
1. using technology to add value to their offering
2. using technology to reach their target audience
3. using technology to interact with their target aunbie
4. creating or exploiting a previously unknown relasbip between all or a sub set of
the consumer, the artist, and the record labetderao add value
5. doing business in a way that was not reflectedaditional music industry business
models

The existence of this specific list of requirememisant that the researcher had a simple
and clear set of guidelines. Whilst she gatherattla and various range of information
across the research period, the questions helped fiker out the issues that could shed
light upon her research questions. They also hdtee@asily to request assistance of others
in identifying cases that may be of interest ta Berthe subsequent section in data
gathering highlights, there were many individuateowvished to assist in this manner and
the clarity that such a list of specifications pdad was most helpful to them.

4.9.6 Collective studies — data gathering

As has been identified in the section on seleatiforollective cases above, the researcher
had a clear list of parameters that defined thentlaties of the cases in which she was
interested. Materials were acquired in ‘real tinas,new relationships and methods of
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exploiting the shifting boundaries of music indystalue chains, emerging business
models and structural changes within the indusssifiwere frequent and increasingly
common across the research period. For this rehsgrwere selected from a wide and
global network of sources. Whilst running her ovampanies prior to this time the
researcher had built up a wide ranging networkfafrmation sources. These included
contacts within the music, financial, marketing,magement and communications

industries.

At the start of her PhD, the researcher made a pbigetting back in contact with a variety
of individuals in order to request that they keep informed of any interesting or relevant
information as it pertained to the field of musidaemergent music industry business
models. Journalist contacts at nationally respegtdadishing houses were frequently aware
of useful and indicative information through theopcations produced there relevant to
both the advertising industry and the digital indy$or which it ran the trade publication.

It was useful to have occasional emails and teleploalls from these contacts pointing out
information of relevance and use that was goinget@ut into one or other of these.

Through her initial pilot study, as MVine was intigating music industry contracts and
Musicians Union support for the idea behind MVities researcher came into contact with
MU representatives and journalists for the MU magazwho also became useful sources
of information across the course of the researciogg@nd beyond. Through the pilot study
period, the researcher was introduced to a vaoietytists and in some cases, their
managers. Whilst these were not always able toigeavseful direct information they
served as significantly important signposts torafite sources of music industry
information about which the researcher would natessarily have known otherwise.
Websites such as CMU Daily and Digital Music Newergvnot known to the researcher
before she was directed to their attention bytartisho saw their daily email newsletters as
a critical daily snapshot of news relevant to thaiustry. They proved to be a reliable and
up to date source of trends, activities and caBemergent music industry business
models, whilst also providing information and fuethndustry contacts which could be of

value to her research.
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Other online sources of information included astisihd music fans’ websites and online
newsletters and a number of online publicationg;shetters and podcasts from the
technology, communications and other non-musicrentenent industries which helped to
signpost emergent trends and activity of inter@shé researcher. Particular reference
should be made to Wired and The Register, MIT Teldgy Review, and Forbes, all of
which provided regular email updates and newslettech contained informative and up to
date - if sometimes opinionated - information ambtime business and technology of media,

including the music industry.

A series of ‘alerts’ set up using global searchieag@oogle helped to keep track of
emerging events, activities and phenomena as tleey gathered. It was important to select
the keywords used to manage these alerts, as®ad lan approach resulted in an enormous
amount of information, much of which was irreleyardming into the researcher’s inbox.
The use of phrases such as ‘download’ and ‘musicegated many megabytes of mostly
useless information. However more carefully tardgtierases such as ‘unsigned artist’,
‘music business model’ and ‘music industry’ ensutteatt more relevant information was
gathered on a daily basis. This generated an enm@imount of information to digest and
apply; on average 26 newsletters each week, eatthinmg at least 5 news items of

potential interest.

The researcher was fortunate to acquire a Res@asgibtant in 2008 as a result of a
successful ESRC application to investigate sudbdenausiness models in the creative
industries. The RA was also a DJ and self taugdttednic/digital musician, and both as
RA and DJ provided useful information, personalezignce, sources of information and
points of contact with lesser known music industidividuals and categories with which

the researcher would otherwise never have comeconact.

4.10 Analysis and interpretation

Evaluation of qualitative materials is acknowledgede one of the more challenging tasks
confronting the participant observer. Wolcott prasea valuable approach to solving this

problem:
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“the critical task in qualitative research is nmticcumulate all the data you can, but
to “can” (i.e., get rid of) most of the data yowcamulate...because we can
accommodate ever-increasing quantities of datauntamns of it — we have to be
careful not to get buried in avalanches of our emaking” (1990 p.35)

A vast amount of data was generated by this reseBscfar the bulk of this was in digital
format: the “Company” file on the researcher’s comep occupied 1.42 GB, excluding

email materials. Emails were originally exchangetiueen the researcher’s university
account and the current email addresses of indivichembers of the company although
from July 2004 a separate @mvine.com email addvassset up so that users could access
a central repository of email rather than havingitobetween corporate, personal and
MVine related information.

This information also excluded the content of thetrally accessible ‘.mac’ domain to
which all company members had access. Whilst itsi@s to use, even once installed
directly on an individual’'s computer, this functality allowed every user to access the
same version of a document or file rather thanirgguthe transfer of information between
individuals on email or post, thus assisting cdesisy and reducing the propagation of
false and incorrect iterations of documents, awdsyal and other information. More
recent technologies such as drop box also provalm#ar, although far more effective and

efficient function but were not available at thmdi of the research.

The basic goal of qualitative data analysis isdeedop an understanding or interpretation
of ‘what is going on?’; an iterative process tlees place in and evolves over time
(Walsham, 1995). Analysis has, as noted in 4.80¥@fbeen simply defined by Stake as
“taking something apart...giving meaning to the partisat are important to us” (p.71).
Stake goes on to assert that within the contegaisé study, analysis and interpretation are
a concerted effort to find out how each part raatethe others that we have identified as
being important, and highlights the importance eéing the study and the key issues that
it raises or represents, in focus. The analysguwafy materials must be theoretically
informed, and de Vaus reinforces this, saying ‘Yyagttempt to present all the facts will
result in an indigestible mess that is both unrbedand unread” (2001, p.244)
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Whilst the interviews were semi-structured andéfame provide a sound base for textual
comparison and analysis, presenting study mateaniasvay that is robust and defensible —
and not simply ‘storytelling’, which by its natucentributes nothing to serious research - is
a more complex matter. Stake proposes three aléepaahs that such reporting can follow:

“a. A chronological or biographical developmentloé case
b. A researcher’s view of coming to know the case
c. Description one by one of several major comptmehthe case” (1995, p.127)

The researcher reflects the chronological contxtife case through the timeline, but the
approach taken in analysing and interpreting tsgumental case and others is largely
descriptive of major components as they are releteatie research question posed.
Although quantitative research allows for an unakable distinction between data
gathering and data analysis, qualitative researclot so clear cut, and this can cause
challenges for the qualitative researcher whic itnportant to meet at an early stage in
any research; Stake notes that “even for the giaéing researcher, analysis should not be

seen as separate from everlasting efforts to mekeesof things.” (1995, p.72)

Theory-building research from the primary studgesived through an hermeneutic,
repetitive, overlapping process of data analystsailection (Glasser and Strauss, 1967).
Importantly, in this case, this allowed the reskardo take advantage of flexible data
collection and provided the freedom to make adjestismduring the process of data
gathering, so that emergent themes could be asks@sisenhardt, 1989). The initial pilot
study allowed the development of an initial undemging about the environment, nature,
experiences and perspectives of the people andiseg@n under study. As the research
took on a different character following the piltady, the researcher was able to test,
modify and develop her understanding of the changinsic industry and the business
models emerging from this changing environmentughoadditional cycles of data

gathering and interaction.

Hermeneutics has been used frequently as a metladhlysing data in interpretive IS
research (Lee, 1994; Myers, 1994; Orlikowski andoBdi, 1991). When the hermeneutic
approach is used, each member of that organisailbhave different, incomplete, and

sometimes contradictory views on many issues; heeot& analysis tries to make sense
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of the whole, including relationships between pepplganisation and information

technology.

As Crotty emphasises (2003 p.91) the hermeneugimagh takes into account not just the
semantic detail of texts but also the relationshipd contexts surrounding them. It has
practical purposes and applications, rather tharesenting a purely academic exercise,
and as such is particularly suited to analysis sgcthat in this dissertation, which tries to
make sense of relationships between organisaji@aple, processes and information
technology. These hermeneutic principles were gsedistently and selectively during
analysis in order to help build a coherent framdwwaithin which the research questions

could be answered.

Klein and Myers (1999) derived seven principlefi@fmeneutic research, and as has been

detailed above many of these were applied to thewtt, evaluation and reporting of this

research:
1. The hermeneutic circle
2. Contextualisation: the researcher’s critical reftaton the social, historical,

political and economic background so that the anmiecan understand better how the
situation under investigation emerged

3. Reflection on the social construction of researetiemals through interaction
between researcher and participants

4. Relation of the abstract or analytical generalisatiwhich result from case study
research to theoretical concepts

5. Dialogical reasoning: the researcher must clanify preconceptions which guide
the original research design

6. Multiple viewpoints: the researcher must studyghenomena from different
perspectives to get a full understanding of thele/pacture.

7. Suspicion of bias and distortion in participantratives

Of these, the hermeneutic circle is the most furetaal and essential principle. The
essence of hermeneutics is a circular relationstiywhich no knowledge is possible
without presuppositions (Susman and Evered, 19¥8hin the hermeneutic circle a
description is guided by anticipated explanatiting,researcher having an expectation of

meaning from the context of what has gone befoedé@er, 1976).
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The principle of the hermeneutic circle was a guidienet across the course of the research
and a regular point of reference for this researoheeep awareness that descriptions can
be (mis)guided by anticipated explanations provey valuable in assisting with self
disciplined objectivity and analytical freedom wgtiWriting of matters that had become of

personal importance.

4.11 Key themes and patterns

It is essential that the researcher can make s#ngeat is encountered in the process of
gathering and analysing materials from field exgrere. However at some point it is
essential to be able to share this with othersrggmsing, writing and building up a
reasoned, coherent argument. In order to do stotheation of ‘themes’ was a useful tool
used within this writing (Holliday, 2002).

Look at the overall
character of the corpus
of data

Hunches, focuses, areas of
significance that arose during
data collection

Search for mutual
divisions in the corpus

Patterns that arise during

Determine the character analysis
of each division
Find headings that suit
these divisions DEVELOPING
_ SENSE OF
See how the headings help ARGUMENT

make further sense of
the data

VA Ve

Use the headings to
organise writing

Figure 4.1 Formation of themes (Holliday, 2002)

4.12 Ethical considerations

De Vaus (2001 p.245) raises four main areas inhvbich research a design as that laid
out here might raise ethical issues. He specifigallses a number of issues particular to

case study design and one which was of direct aeles to the researcher; when the
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presence of the researcher affects the outconteafase, and the attendant decision about
overt or covert observation is primary. It was it@bvle that the activities of the researcher
would interlink with those of colleagues within M4 and informants surrounding the
company and the potential knock on effects of ithtisraction had to be made explicit.
Permissions had to be obtained, confidentialityntaéned and identities protected. The

principle of informed consent was overriding (WmtE996).

Because of the ambiguity in the researcher’s msit neither a full time employee nor a
completely impartial outsider, the concept of nplétiidentities was a crucial issue as she
had a wide variety of different identities whicrediad to assume throughout the research.
As well as fulfilling the roles described aboveher simultaneously, serially or severally,
the researcher had a number of different ‘extendahtities. Internally her two main
identities were as shareholder in the company, thighvested interest that this entailed,
and (ultimately) as Communications Director, taswéth the co-ordination of
commercially impactful and financially robust adties within the marketing and
communication spheres of the company. Externdld¢ed identities however, she was also
situated permanently within the University enviremt) and responsible for fulfilling the
terms of her ESRC PhD studentship as well as agintjncollaborative research with
peers, conference and workshop attendance andekgesining as well as carrying out a
variety of teaching responsibilities. She therefoad to ensure that she was able to dip in
and out of her internal and external identitiegants dictated. This was a factor slightly
complicated by the geographical distance betweeJttiversity in Newcastle and the

company in London, and the more usual restrainpeofonal and family life.

Whilst never a problem raised by the MVine team,iisue of insider/outsider identity
was brought into relief when undertaking extern&tiiviews, which had to be very
carefully positioned; individuals interviewed indeed artists, label executives, artist
managers, industry body executives, industry contaters and a variety of other people
directly and indirectly related to the music indysPresenting herself as ‘from
independent record label MVine’ led to one predanirresult when requesting an
interview — a simple refusal. Presenting hersel hD research student from Newcastle
University Business School usually succeeded imimygedoors that would otherwise have

remained firmly shut to her. However it was essgit the integrity of the research that
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she clearly stated her various identities to evrdividual with whom she spoke, and
clarified that her questions would not be suchogsrdvide MVine with any competitive
advantage, rather simply be used to inform thearebethat she was undertaking. Most
usually this information was contained in an ertfalt was sent subsequent to her
telephoning the individual concerned, so that they a permanent record of the context

within which they were being questioned.

The researcher interviewed a wide variety of venyiar individuals in the music industry,
whose commentary and opinion are catalogued ictiapters which follow as they pertain
to the fundamental upheavals taking place at the of the research, subsequent new
appraisals of value in the music industry, andkiie characteristics of new business
models emerging from this turbulence. This access eccasionally made possible by the
researcher’s previous contacts in and understaraditige increasingly global broadcast
marketplace, which shared many corporate structuitbsthe music industry. Indeed there
were a number of individuals that she knew who at&gt between the worlds of business,
broadcast and music and who could either introdheceo relevant individuals or who
became pertinent to her investigations, havinggilhytbeen somewhat distant from the

environment that she was studying.

However the influence of her MVine identity shoaldo not be ignored. M was a globally
respected musician, manager and producer, andb&soantroduce the researcher to
friends, relations, and contacts who were all wayiable sources of opinion and
information about the research being undertake@raslequally well connected in the
world of software licensing (in particular of coarthe software underpinning the MVine
business model) and was able to inform the resedsctontacts in and subsequent work

on expanding her field of review outside the mustistry.

4.13 In Summary

This chapter has shown the range of philosophivdlraethodological options which the
researcher could use to investigate music indwstitye chains and business models. It
identified the rationale behind the selection @& tihhosen methods, identifying how
potential weaknesses were addressed and illugfrdatiw the methodology was

strengthened through triangulation. The chaptecrde=d the materials analysis techniques
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that were applied and illustrated how the researahaged the potential ethical issues
facing her. The following chapters detail the resof the research and analyse their

importance in light of the theoretical frameworlegented.
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Chapter 5. Proving the new music industry value franework

“The only thing that a record label offers an attriow is money. Everything
else they can do themselves. The clever ones, angindy need us as a

glorified bank.” (A, senior executive at major ldpe

5.1 Introduction

This chapter provides substantiation for the dgualent of controlled, linear value chains
into the more open and interactive framework pressem figure 1.1, p.4, thus answering
the first research question: how have traditionasimindustry value chains changed as a
result of technological developmeniBf?e new value framework emerged from the
author’'s empirical research, through her work wit¥fine, the collective cases and the
expert interviews undertaken across the coursemfibctorate. This chapter illustrates the
new direct linkage between artists and consumergiell as showing other opportunities
for both artists and consumers to create valueinvitie new value framework. The
chapter provides evidence for the admissibilityhas new understanding of value in the
music industry through a logical and sequentiah@ration of illustrative emergent
relationships and collaborations between artistsc@msumers across the framework.
These illustrations cover a wide range of actamftabels to artists - both high-profile
and well known, to recently signed and own-labdkipendent artists. As this value
framework provides new ways in which companiesiadd/iduals can create value, so
new business models arise in which this new framkewbvalue is embedded, and these

mechanisms are analysed in Chapter 6.
5.2 Background overview

The doctrine of copyright is largely responsibletfee fact that music industry value chains
had remained relatively linear, despite the inaregpBexibility in the mechanisms whereby
value was created and acquired by stakeholdersnvétid external to other digitally-
enabled industries. Whilst it remained easily ecdéable, copyright acted as a barrier
between the artist and the record company thah@mmain) held the copyright in their
work. This meant that the record label controlleel impact of all of the subsequent value-
adding processes and over the mechanisms whereloptisumer was able to acquire the

artist's music.
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As has been seen in this dissertation’s early enapthe majors in particular had a vested
interest in maintaining the status quo becausheif vertical integration into the entire
music industry value chain. Although the major lallesld quite stable market shares
(taking into account mergers and acquisitions) ssthe 2t Century and into the 21

rivalry was intense, signed artists were locked exclusive contracts and consumers were
not directly involved at any point along the traafital music industry value chain. The
literature review demonstrated a movement towacckasingly flexible and interactive
formations of value, reflected in the author’s psiod papers (Florida et al., 2010b; Berry
and Papagiannidis, 2007b; Berry and Papagiand@®7a; Berry, 2006; Berry and
Papagiannidis, 2006b; Berry and Papagiannidis, Z0P&pagiannidis and Berry, 2006;
Berry, 2005; Papagiannidis et al., 2005). Despigeemergence of a variety of more
transparent, porous and flexible concepts ovelatel5 years the review of literature in
Chapter 2 clearly illustrated the shortcomingswfent theory in its analysis of the creation

and development of value within the modern musiltigtry.

The new, more flexible and interactive framework/alue seen on in figure 1.1 has
emerged from the author’'s empirical research inéocreative destruction of traditional
music industry organisational structures and cdstibillustrates clearly how changing
music industry value frameworks empower the astmgt the consumer in a way that was
impossible prior to the Internet’s existence. Ives a repositioning of traditional record

label models in order to capture value from the=s& relationships.

This new conception of value, derived from the atglempirical observations about the
evolving business model of MVine and those of ott@rtemporary music industry
businesses, illustrates how the consumer and aréstble to occupy a more integral
position within what were previously quite exclusivalue creation processes. It reflects
the fact that it is now possible for consumergytwore copyright by acquiring music
directly through P2P and MP3 technologies. Equaligflects the fact that these and other
internet technologies made it possible for thesatti ignore the record label and do their
own recording, manufacturing, marketing and disttidn, without losing control of the
copyright in their work. At times they made a faeater percentage from their work than
they would if contracted to a record label. Althbubis may possibly represent a smaller

total amount of revenues than if they had been ucolgract with a label, the fact that
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many such artists were not contracted to a re@dyel implies that they got more income

than would have previously been possible for them.

Although alternative business models are emergimg dissertation does not support the
‘death of the label’ arguments which have occadipieen voiced (Barlow, 2001). At the
time of writing, the traditional record labels rameepresentative of the bulk of music
produced, and the mechanisms by which they acliesetatus appear unlikely to alter
drastically in the short term, regardless of thiétisly marketplace environment within
which they operate. The sheer size of the majalsailn particular, and their inter-
connected, vertical integration across the entartant and communications industries
worldwide generate a momentum which is difficdltaot impossible, to resist. This
remains the case, despite the fact that the comn»maf the Internet and other developing
and related technologies has the potential totieadfar more transparent, flexible and
responsive environment within which it is possitdethe artist, the consumer and even the
label to interact in a more direct, focused and effective way than had previously been
possible. Nick Stern, manager of indie band “ClaquiyHands Say Yeah” commented on
the importance of the significant financial suppgbet only comes with the operational and
infrastructural support provided by a major lateslarding contract:

“It all depends upon what a band wants...if they warlie rock stars, they still
need a label and they still need money. That reaxdllof getting onto MTV and all
the rest doesn’'t happen naturally. Even for a biéwedArcade Fire, even with all
the backing from David Bowie and David Byrne, tlreyuld need to make the leap
from selling 200,000 to 2million. Until the day cesmwhen rock stars don't like
getting laid and being famous, that’s the day tleeldwvill no longer need major
labels” (Anonymous, 2005a)

A variety of new relationships did, however, emeagea result of this shift. From being a
final recipient of pre-determined value either adgsor at the ‘end’ of a linear value chain,
the research shows that music fans are now alde)dthey wish, to take a position of
greater interactivity at almost all points alongnare flexible and responsive selection of
value adding and creating processes — not all aftwtontribute value to the artist.
Equally the artist is freed, should they wish, ¢otjzipate at stages along the value chain
which had previously been outside their reacheeitbhcked down through the transfer of
copyright to a record company, or simply too exjpensr time consuming for an
unsupported artist to contemplate. Whilst consuroansbenefit to the apparent detriment

of the artist, by acquiring their musical output fieee (although as will be seen on the next
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page some artists valued the opportunity to reaglder audience by giving their music
away in this manner), there is also a newly avélabllaboration between artist and
consumer. They have the capacity to become coergeand arbiters of value-adding
processes which had historically been mainly paséd within the jurisdiction of the

record company. Therefore what every record labélraany individual or own label

artists faced was the challenge of creating a sstekemusic business in the face of the
‘lure of free’. Interviews reinforced the findingdt artists were increasingly empowered to
move beyond and outside a traditional record labatract. O, artist and manager,
commented;

“It's not like punk in the 70s. Once upon a timeyalu needed was three chords to
have a credible band, and though | have said #faré it's absolutely true, now all
you need is three chords and a broadband inteoneection. A record label just
lends you the money to make a record. Why payrttegast, when you can do it
yourself?...the usual business for record labekstovaeact, they don’t, haven't
really ever been creative, it's always been lika tithey wait for something to
happen then go out and buy it, or bid for it, angénthat they can bring it in-house.
It's all changing — as an artist, or even as a rganavhat motivation do | have
once | have got the business, and got people’sestieto go out and sell myself
cheap? If you can get someone with a little blaméiito do the PR side of things
for you and get you airplay, the web will make guieing else possible for a
fraction of the price that you would previously basold your soul to a record label
for.”

That there was major disruption in the music induist not in dispute. When confronted
with the notion of creative disruption intervieweesealed a variety of responses. The
challenges to copyright were a key discussion paiith responses ranging widely. Trade
body representative E said “I have warned people ind again that unauthorised file-
sharing is simply not legal and that anyone whasdbeould have to pay thousands (of
pounds) in compensation”. But many artists and tm@nagers, showed a far less

concerned approach, saying variously:

R: lead singer of a barify kids download music for free from the Interreatd
even though | try to explain to them that if theyldheir pals keep doing that |
won't be able to afford their cereal, they just’taee how it makes any direct
difference. There isn’'t any pain for them, andplaé of the musician is just too
remote for them to give a damn about”

S: Independent musician with own label “My copytighmy copyright — but then |
have to toss up don’t I. Would | rather get expesamd hope that some people buy
into me or ignore the web and hope against hope wiscovered the old fashioned
way?”
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T: electro punk artist with a large following on Bgace “...of course we use the
web to get exposure — people come to our gigs agdpd it makes up more than
enough for what we might otherwise make sellindgfsAnd they only come to
gigs because of the stuff they hear online, so wbyldn’t | give it away?”

As these comments show, although a label wouldiden&salue’ to have predominantly
financial characteristics, the concept of value dlas to be understood as how much
something is worth to each stakeholder relativetb@r things — and those ‘things’ may not
always be money. For the consumer of music, psi@factor but so too is variety, quality
and ease of access: although they can downloadlafor free, they may consider it
‘worth’ paying for, or paying more for, if they gethat they perceive to be a more
‘valuable’ product. Equally, although revenues gatesl from sale of their music are of
value to the artist, they also value exposurewader, more varied, and larger group of
fans, possibly so much that they may decide toigeotheir music free in order to achieve
this. Value is thus best considered as subjectipergences that are dependent on context,
and which occur when needs are met through thegpoovof products, resources, or
services — usually during some form of transactioaxchange. Value is an experience
flowing from the person (or institution) that isthecipient of resources — it flows from the

customer (Feller et al., 2006).

As the possibilities inherent in these new constons of value became increasingly
apparent, a variety of artists started to take aidhgge by moving away from record label
contracts to take a more “do it yourself’ approaelaching out to fans and potential new
consumers through the Intern€he following sections provide evidence for thigftstand
provide illustrative cases for each new linkagdghmvalue framework as represented in
figure 1.1, p.4.

5.2 1 The ‘consumer — artist — consumer’ linkage tre new value framework

The research process identified this dynamic asgb&ieated through a combination of
linkages derived from the original elements of\ta&ie chain, reconfigured in ways which
were previously not possible, through technolodycalediated processes. It is important
to recall, as noted early in this dissertationeation 2.4 above, that traditional labels such
as “manufacture”, “reproduce”, “distribute” and onote” cannot be separated from each
other in the digital music age and in some instanase will be described below, may at
times all be seen as one and the same activityoAdNebster, the BPI's director of
independent member services, and a former managiector of Virgin Records before its
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acquisition by EMI said at interview in 2005, “Asetoptions for artists have multiplied,
the rules governing access to market have beembdpen” (Chesbrough, 2003). For
example, an artist or consumer may be said torbal&ineously creating, reproducing,
distributing and promoting their work when theyateean MP3. In an interview with the
Independent newspaper, Peter Jenner (former maatBark Floyd and now Emeritus
President of the International Music Managers' Rgrsaid that he

“doesn't like to use the term "consumer” in thetegnof the digital realm,
however: "In the digital world, we don't ‘consurfie’s: there is no limit to the
number of files that can be copied; and every tyme send a file to someone else,
you increase the supply.” (Gill, 2010)

An example of the difficulties faced in trying tesdntangle previously discrete value chain
processes was provided in November 2005. US bathdns Isaac, Taylor and Zac (better
known in the days of their 1997 hit ‘MMMBop’ as tband ‘Hanson’) launched a new
album, their own record label and a documentasnidéd to show students about “the
growing epidemic of corporate control over bandsative processes” (Tumas, 2005).
Hanson were previously signed to Island/Def Jarards; a company they considered to
be under significant corporate pressure to produee hit wonders’ rather than listening

to and developing them as a band. After launchieg bwn label, 3CG, they expressly
invited consumers to use their cell phones, so@bélorking websites and e-mail to widen

support for local bands, saying

“We want to encourage you guys that this is a tivhen you as fans have an
opportunity to completely reshape the way muse&xjsosed, purchased and the way
that the industry as a whole - from record compmtoeradio stations - reacts to what
you say”.
Thus for Hanson, their consumers became directigived in promotion and distribution
as well as consumption of music. Hanson reachetbdbeir audience directly, not simply
to encourage them to promote their music, but @sse a variety of digital formats and
mechanisms to copy, distribute and share it aaiggl networks. They encouraged their
fans to bypass traditional distribution mechanisonsh as television and radio, as they
believed these were too centrally controlled faetfreedom of access by artists who were

not part of a major or influential independent meckabel.
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The case of Clap Your Hands Say Yeah (“CYHSY”) pileg more evidence of artists’
increasingly broad range of abilities, as well @sation of their music. The band was
strongly protective of the content that they créasad not only controlled this tightly but
also controlled the manufacturing, distribution gmdmotion of their music to great effect.
CYHSY is a US-based band which refused to sigrcardedeal prior to the release of their
debut album, instead marketing, distributing anda®ing their disc independently. The
band posted up rough-mixed versions of each traaknutheir website as it was created.
Although this in itself would only have meant tila¢y reached an audience who already
knew they were there, a contributor to well knowdeapendent digital music blog

www.saidthegramaphone.coman Beirne, found their music on a peer to pigesharing

network. He listened initially because of their snal name (taken from graffiti seen on a
wall in Brooklyn) but then realised that their mysalthough low production quality, was
very good. He wrote about the band, and followimg,tand subsequent critical acclaim by
popular music websites in the US, CYHSY initiallggked and shipped issues of their first,
eponymous album on their own, managing to sell@gbpies. Following this they
contracted to a distributor, ‘Witchita Records’ giosure that their sales were officially
recorded and to save them having to personally wnajpsend their CDs out. Songwriter
Alec Ounsworth said:

"l asked record labels, what exactly can you dautothat we're not doing for
ourselves? And nobody had a reasonable answet s8emed to me if we could
handle it, we could handle i{Mead, 2006).

The far greater capacity for artists and consunted® themselves what had previously
been the preserve of the record label was wellg@ised. E managed a large part of one of
the UK’s music industry trade bodies which dealgyédy with independent record labels
and said to the researcher in an email in Noverp0eb

“Thanks to the digital revolution, the capabilityrecord, manufacture and market
has fallen into the hands of pretty much any irdlral with a modicum of musical
talent. Whilst writing a great song or a great pie€ music remains as elusive as
ever, the evolution of online promotional toolstsas MySpace, the launch of
legal download services and, crucially, an audighaehas grown rapidly more
mature in terms of their understanding of onlinestonption, it has been proven
beyond doubt that certain artists can sell a gettaieshold of music off their own
back...it's not a revolution...it’'s an alternative reub market.”
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However as E said, these new relationships browgponsibilities as well as
opportunities;

“Moving away from the relative safety blanket dbé financing is not without
risks and it's not for everyone, mostly becaustheftrade offs in terms of creative
control as against being responsible for the fir@nssues, as well as trying to get
a basically creative head around business issues...”

This point was reinforced by major label executie,

“In a time when making music was incredibly expgasiwhen producing and
reproducing, distributing music was time consunang incredibly hard work,
there was no way that an artist would be able taeigel if they were responsible for
all of that. Never mind the basic fact that veny fartists even now are capable of
managing themselves; for every Madonna or Prifegetare hundreds of smaller,
talented acts which simply don’t have the firepoteerun their own show. What
labels provided was safe harbour, sanctuary fromf &he business side of the
music business, freedom to play, to experimenttarudeate music. That's all that
most musicians want anyhow, at the end of the e\agn now. There are always
going to be artists that want that security™@ecember 2005)

Thus it was proposed that only artists with a readyle profile and career — such as
Hanson above — could afford to turn their backranttaditional artist-label relationship
(Bemis, 2004). Record label executives were gelyguakitive about their contribution to
artist development and promotion. Frequently tbemments revealed that whilst they
personally resented the fact that they were casiemole of ‘evil big business’, from a
corporate perspective it meant very little to th&wen in 2004, very early in the
introduction of the internet to the music industhgre were enough quotations and
comments from major and mini-major label executivesonvince this author that they
really did not see any value in adapting to acconm®technological advances. Many of
these comments were couched in unfortunately antagad high-handed language, which
only served to turn more individual artists agathstm. As an example, when asked about
how he proved the value of a label to an unsigmgst,amini major owner Tony Wilson
said

“unsigned artists? Why should | be interested isigmed artists? All those
unsigned artists are unsigned because they areltthpy weren't crap, they
wouldn’t be unsigned. They'd be signed up by soredike me” (7' July2007)
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As A has said above, there will always be somestariwho wish for the security of a
traditional record label arrangement, and this pisimecognised and reflected in the new
framework of value under interrogation here. Howeareincreasing number of new and
less well-known artists are also using the powentarnet technologies to sidestep the
traditional artist-label relationships partiallyiaorsome cases, completely. The cases which
follow prove the value of the direct relationshgtween artists and their fans, and between
fans themselves and other potential consumerslpirty artists create successful careers.
As well as the artist-consumer linkage, a numbemedliating companies offered support

to artists through technology plays created spwalfi for the artist, which help artists to
implement and automate a variety of tasks whicteviiaditionally the job of the label —
building websites, building up and managing their base, selling not only records but
tickets to their fans, providing tour informaticgypporting the organisation of fans into
local activists on behalf of their band, digitastibution. Companies such as Reverb

Nation (ttp://www.reverbnation.cojrand Topspinkttp://www.topspinmedia.com

provide their users, for a fee, access to a raig-@fasuch activities.

One of the key issues was the speed with whichteelnologies responded to
requirements, developing new iterations and evemetimes completely new applications
for more established technologies. MySpace ramgddyv from an idea (2004) to being a
popular social network (bought in July 2005 for 888by Rupert Murdoch’s News
Corporation) to being a record label in its owrhtign August 2006

(http://www.myspace.com/myspacerecqgrds well as a fundamental element of many
artists’ communication with current and new fams2008, the site itself claimed to host
over 8m artists on MySpace Music Acts (Floridalgtz910a) including global successes
such as Lily Allen. All of this and much more bessdvas achieved over little more than 20
months. Executives at the larger major and miniemibels were at a loss as to how best
to monetise this rapidly changing marketplace:

“l am sick of people asking me what igeing to do to my business, to my artists,
to my bottom line. I wish | knew — then perhap®uid plan and do something
about it! There’s no point in planning for the past

‘A’ - Major label senior executive
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Mini-major manager C was quite clear in his persipec

“I would say that certainly we (the labels) arezssential any more. Important but
not essential. But although, yeah, there have aveagn people who would avoid
the traditional label route — dance, for examptel some folk stuff - there are now
real opportunities that didn’t exist before foriadividual artist. It's the economics
of their business, the technology that opens upsioo

O, a musician and manager, said

“the whole dynamic is changing — first slowly, ngwickly and you have to be fast
to make anything out of it...the usual core busirfessecord labels was to react to
what was happening, to manage not to create, toferasomething good,
something cool to spring up and simply buy it. bk&en like that for longer than |
can remember. It meant that they were usually n@itdor some other sucker to
bring the action to their attention so that theylddid for it. Bring it in-house,
market it, do all that stuff. Not any more — asaatist, or a manager, once you have
got people interested (and | have said this befehat on earth is your motivation
to keep giving yourself away? It's very — you caaver really compete with the
majors but it’s like you can go around them, thag’'tstop you”

Even indie label owners like K and L agreed thatrtposition as intermediary between
artist and consumer was increasingly tenuous. & sai

“I have artists who are tied to us, they trust wivatcan do for them and to be
honest they aren’t interested in beating aboubtishes when they don’t know
how to market and promote themselves. But | do vwohdw many there are out
there that we never get to see 'cause they atisinggtihat they don’t need us, that
they can if they are the right sort of person dallifor themselves, or get their
brother, mate, mother to pitch in and do what usembst us fortunes to step up to”

This was reinforced by L, who also designed andiva@nevents:

“there are increasingly times when | just can’tggithe zeitgeist. | used to be able
to tell — from airplay on the right radio statiofrem keeping my ear to the ground,
from being at the live gigs, what would work, andavwould push the buttons
when | was booking for events in, for 6 monthsdrance. But unless | was
plugged in to the Internet 24 hours a day, | cotllda that now — yes | rely on the
usual suspects, the big draw, but its fluke if pen to book the next big thing
because they are so specific to particular audgehce

Music industry journalist F commented

“its early days but give it another generation iofskwho are used to having their
own way, doing their own thing, and there will lmerge labels around who will not
have a reason to ‘be’. Those that do will havegavirking with this new
relationship and helping the conversations alortgdeéending against them”
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A relatively recent phenomenon should be mentiatdtis point — the increasing use of

virtual worlds such as Second Lifletip://secondlife.com/ihrough which artists, labels

and consumers could interact in an entirely virtmafld: the author has published on this
subject (Berry and Papagiannidis, 2007a). Secofedvwas an online society within a
virtual world, accessed through the Internet. Adgpgrowing consumer base (at the time
of writing, 518,524 registered users) imagined, esvand created Second Life using
avatars to represent themselves online. Secondiagesimilar to a Massively Multiplayer
Online Role Playing game (MMORPG) except for thet faat land was owned by the
residents, and they were also free to create whatbey wanted to on it. As well as real
life clothing companies (O'Malley, 2006) and hatiedins (Donohue, 2006), artists and
record labels were rapidly realised the possibaifior promotion and distribution of their

music in this virtual mirror of the real world

Virtual ‘live’ concerts were held by artists — anat just the thousands of unsigned and
own label artists who used Second Life as a supgomechanism for the promotion of
their music through social networking websitedi@ligh there was a Second Life record
label for these people, called Multiverse RecoRkst€r, 2006). Multiverse Records was
based on an island owned by new media entertainstedio Slackstreet

(http://www.slackstreet.comand owned by Eric Rice, who bought it as a virardity

when its originator in Second Life put it up fofesaContributors to the original label could
sit at home behind a microphone or stream contetiitet Second Life servers, and people
in Second Life could listen to it. Multiverse alsmmoted these artists, providing virtual
CDs that people could play in the Second Life hgreeing MP3 downloads and
spreading the word about popular artists. Aftevas bought by Rice it offered design
services for artists who wanted help with theirtaaenvironment, or other in world
visual. There was a roster of artists actively ppted by the label but it also provided
Second Life citizens with ‘SListen’, a virtual ksting kiosk that any artist could use to
showcase their music. Rice also created a numid@oaficasts on KSSX, a network of
original and syndicated podcast programming whicmmted Multiverse and other artists

through its presence in Second Life (Rice, 2006).
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Internationally known names such as Duran Durarewséso to be found in Second Life.
Well known for being ahead of the technology cutiie,band was the first to use live
video cameras and videoscreens at their concari®g4); their 1997 single 'Electric
Barbarella' was the first digital download, andytiaeere the first to use Macromedia Flash
software to produce an entire pop video (Whiteh28a6). It was therefore not entirely
unexpected that they should appear in live con@ei®econd Life, which they hosted on
their own luxuriously appointed virtual island. Snne Vega was another artist who
appeared both on broadcast radio and simultaneouSlgcond Life, with someone else
controlling her avatar as she sang. Fans of UZexlesvatars of each band member and re-
enacted a show from the band’s ‘Vertigo’ tour. BE&C’s Radio One held annual live
events called ‘One Big Weekend’, and in 2006 thisné was also staged in Second Life as
well as in Dundee, Scotland (Andrews, 2006). The€CEBs0 rented a ‘tropical island’ for a
year, on which have so far been held live condesta international chart artists Muse,
Razorlight and Gnarls Berkeley. Universal Recoldlséls Motown Records and Republic
Records set up dedicated virtual music environmalkd ‘Soundscape’ which included a
store, a music venue and a place where artistéaascacould chat directly with each other.

In contrast to other MMORPGSs, which are generatigydated by young male users, the
average age of Second Life users was 33, 50% of tiere female and many of them had
never played online games before. It is also asdeiiat in contrast to the emergent “1%
rule” (that in user-created online environmentshsag Wikipedia only 1% of users
actually create their own content, rather than §irbpowsing content already created by
others - Arthur, 2006) 60% of users create them content (Keegan, 2006).

Second Life was free to access, although to pueclaamsl the monthly subscription was
$9.95, going down to $6 a month for annual subsorip The currency used in Second
Life was the Linden Dollar, which could be boughtia&xchanged at the Lindex Currency
Exchange or a number of other ‘in world’ third gegixchanges. Land was available from
US$5 (for 512 square m) to US$195 (for 65.636 sgjuay and islands could be bought
from US$1,250 (for 65,536 square m) to $5,000 22,144 square m) and also required

monthly maintenance fees.

Whilst looking at the effect of internet based tealogies on the music industry the

phenomenon of MMORPGs cannot be ignored. Althougyipperal to the focal points of
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this thesis — the newly reconfigured value framéwa@nd relationships between
stakeholder in the music industry — it is importemhote that internet based environments
such as this bring artists, consumers and labeteckogether in a mirror of their
relationships in the real world. In Second Life theation, manufacture, reproduction and
distribution of music are similar to processeshi@ modern real world. Artists, labels both
have to market and promote their music to theiiena using virtual CDs, virtual flyers,
virtual advertising, spreading the word throughirmmlconnections in the same way that

word of mouth works in the real world.

However the consumer is able to interact direciily whe artist in a far more personal way
than is possible in the real world. This disseotatias already detailed many ways in
which the Internet has made it possible for aargt consumers to communicate directly -
through IM email, blogs, wikis and other digital thheds of communication. Second Life
added a new and for the music fan, far more exdtilag prospect, enabling both artist and
audience to ‘see’ each other face to face, interqat a direct and intimate fashion that
could only be replicated in the real world by aefég face meeting. For many artists this
was not always practical — geography or time createversible obstacles between them
that only the Internet could overcome. For popaldists, face to face meetings with fans
were surrounded with additional, more complex peold — security, safety and privacy
were high priority to artists as they become maieesssful and their fans became more
numerous and vocal. Using the internet as a conuations mechanism, and the
particular nature of virtual environments such easd®d Life, solved some of these

problems.

The following section will illustrate some of theone complex interactions and
combinations of these new linkages and future @estwill highlight individual cases of
each specific linkage being used to underpin thdynenmediate and interactive

relationships between artist and consumer.

5.2.2 The ‘artist/consumer — creation’ linkage ohd new value framework

Artists had historically been very restricted aghi® content that they created and the
timing of completion and release dates; not athein enjoyed this control (as has been

discussed in Chapter 4) and the more high proftista were able to be very vocal about
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their complaints. Globally successful artist Prifmend himself controlled by what he felt
was a very restrictive contractual obligation te label Warner Bros in 1993, despite
wanting to either renegotiate his contract termsjmply leave the label because of
creative differences. During problematic negotiasiover his alboum “The Gold
Experience” a legal case arose between Warner imceRover control of his music and
the profits coming from it. In a highly public mohe spent the remainder of his contract
with the word ‘SLAVE’ written down the side of heheek in protest at his inability to
escape its terms. Shortly afterwards he changedlanee to an unpronounceable symbol

which became known as the ‘Love Symbol'. Princel@xed his name change as follows:

“The first step | have taken towards the ultimadalgf emancipation from the
chains that bind me to Warner Bros. was to changeame from Prince to the
Love Symbol. Prince is the name that my mother gaget birth. Warner Bros.
took the name, trademarked it, and used it as tie marketing tool to promote all
of the music that | wrote. The company owns thee&rince and all related music
marketed under Prince. | became merely a pawn toggebduce more money for
Warner Bros...” (Heatley, 2008 p.191)

It was very rare that artists actually encourage taudiences to get involved in the
creative process directly, hence the dotted liir@ng the consumer and artist through the
creative linkage in figure 1.1. More usually agissed fans to help distribute and
redistribute their music digitally. In talking todance DJ, DN, who took samples of other
people’s music and remixed them, she welcomed ppertunities that Internet
technologies provided her with but she consideexddif to be part of the creative process

and a creator herselfpt a consumer of music.

“There was a time when what | have access to nowlgididn’t exist — so |

couldn’t do what | do. My job, well, my hobby reglis something that was created
by the Internet. But it's on the back of stuff tiaéher people have already made, a
new creation out of samples and loops that | cab whenever | want to. | can get
them for free or | can buy them — depends on theste | use. There’s a real pride
in taking what others have made and what they raskéable, paid for or for free,
and turning it into something | think people migjké even more.”

In talking to artists registered to MVine interviesvover November 2006 about this, there
was a consistent refutation that getting individualolved in the creation of their music

process was necessary, desirable or even possiinienarised well in DN’s quote:
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“I don’t mind them telling me what they think of nmyusic and | might even take
notice of their comments if enough people say #mesthing, as long as it's not
about the core stuff, what I think is the heanyf music. But why would | want
someone with no training, no experience, no takehiave any direct effect on what
| do — it represents me. If they want to createtihelm go create their own thing!”

Occasionally, and with increasing frequency agéisearch progressed, examples arose of
artist who actually involved their audience in thieative process. Imogen Heap is well
known for showing a distinctive and creative applo#o the creation of her music, using
technology to find and communicate with her fana wariety of ways and to involve them
in the creative process as much as possible (Brg@0®). Historically, issues like the
album name and artwork to be used were kept cantflenot only because they changed
frequently up to the date of release but also meatithe very high risk of leaks of leaks
of content pre-release, which might encourage pirdowever Heap showed no sign of
concern over these issues and involved her faesttirin that part of the creative process.
In Spring 2009, she asked her fan base on Twitterer 750,000 followers — to help her to
create sleeve artwork for her new album, “Ellips®fie provided lyrics to the content of
this new album to help fans come up with imagesrésonated with the meaning of her
songs, and entries were hosted on Flickr, the psloéning website, for all to see. Heap
offered both a cash reward and a credit on thenaldeeve to the successful finalists: 11

out of over 1,000 entries.

Heap not only shared clips of music in progressiges of her recording studio, and the
day’s triumphs, she also shared her frustratioasinsecurities, and often sought advice
from fans. In response to the many replies thatrsbheived on Twitter, she thanked her
fans repeatedly. She provided consistent feedlzabkitfans on what decisions she ended
up making based on their input, showing them tsalte online through blogs, video,

pictures or other digital transmissions.

The internet offered artists the opportunity touest that their fans help them to create their
music by funding the creative process; one of itts¢ lhands to take real advantage of the
potential of the internet to plug them into theinfbase in this fashion was Marillion.

Unlike Heap, prog-rock group Marillion had initiglbeen signed (to major label EMI). The
band formed in the early 1980s, and developed laagfan base which bought more than
14million albums before the band separated from EMI995 (Reuters, 2004). Their 1997
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album was launched with little promotion from thisien-label, Castle Records, so they
separated from the label and asked their fansttlirtdirough their website to help them
finance the creation of their next aloum (Reut2@4). Lead singer Steve Hogarth said

“We'd come to the end of our record deal and thene various indie labels
interested in us. But we didn't feel comfortabléwany of them. We're a band with
a big fanbase, but the problem is that, as a raseHone has an incentive to market
us. Record labels know they could spend a fivgpremoting our album and our
fans would still go and buy it if they had to fiitdinder a stone. And we knew
what would happen if we signed to an indie lab&key'd do nothing, sell the album
to the fanbase and put the money in the bank.”(beatkr, 2000)

Marillion were successful in fan-financing theirsti ex-label album, “Anoraknophobia”,
and so put their next aloum up for ‘pre-paid prdest a year in advance, to help raise
money so that they could actually create it. Thiotigeir website, as well as band and fan
blogs and word of mouth the fans again respondedahelmingly and 13,000 copies were
pre-sold. This gave the band enough money to paydoonly the creation of the aloum

but also marketing, advertising and PR for thew sengles as well as paying for promoters
to ensure maximum airplay on the radio and mus$gvison — exactly as a traditional
record company could have donlarbles was released in 2004 with a 2-CD version,
only available at Marillion's website. As a thandaygesture to the 17,000 fans who pre-

ordered “Marbles” their names were credited indleeve notes.

The band released the singl¥®ti're Goneand Don't Hurt Yourself promoting them to
their fan base through the website and emailing thdine database. Both tracks reached
the UK Chart in the Top 10 and Top 20 respectivéiy2005, following this, they released
a download-only single,The Damage (live)recorded at the band's sell-out gig at the
London Astoria. It was the highest new entry intlegv UK download chart at number 2
(Reuters, 2006; Collins, 2004; Reuters, 2004).

Without the connectivity of the Internet, their tiomed success would have been
impossible, leaving the band with no financial sopgor the creation of their work and no
alternative than trying to find a label which wodilshd — but then also control - this part of
the artistic process. Reinforcing this fd8tiHogarth, lead singer of the band, said "If you
can enable a dialogue with your fans, you're imsifion to move mountains” (Collins,
2004).
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There were other artists who appealed successéuthyeir fans to help them create music
by funding the process. Jill Sobule had one higdmut was then dropped from two record
labels. With a carefully nurtured Facebook fan bakere she held daily contests and
online chat sessions, she turned there in mid-dar@98 to launch her websitdill's

Next Record"pffering fans a variety of ways and prices througtich they could help her

raise enough money ($75,000) to record and dig&ibar next album.

“They could pay $200 and get free access to anyslior a year. They could get
their name mentioned on a "thank you" song. At 8,8he would do a home
concert at your house. She even noted you couldjetiar that one, and maybe
even make some money. She ended up doing fivex sush concerts. At $10,000
(described as the "weapons grade plutonium” lexal)could sing on the album.
This was meant to be a joke, but a woman in thepui€Chased it, and Jill had her
flown out to LA where she did, in fact, appear smggbacking vocals on the
album.” (Masnick, 2010)

Sobule’s target was $75,000; she raised over $80rDjuist 53 days from the US, Canada
and eleven foreign countries. The subsequent alb@alifornia Years”, was released on
April 14, 2009 on Sobule's own label, Pinko Records

Scott Henderson, an extremely well known fusion lalnés guitarist, commented in a

conversation piece on music fommvw.thegearpage.net

“The one thing I've noticed is that even though ynartists have not been able to
capitalize selling their music to listeners as aggal group with the consistency as
before "file sharing”, many have succeeded in gajdo those individuals who
have the desire and means to support their favaritst at a greater level. As you
probably read in a link above, the female sing¢hwaihit several years ago has had
takers at $10,000 to participate in her next réogrdrhis is almost universal in
"new business models" whether it be corporate sper® select fans with the
means to sustain the artist's career. At the semeethe average fan without these
kind of financial advantages is offered music aatkp at various levels depending
on their desire and commitment...and if that &illt fitting for some it is there to
be had for "free"... which is inevitable anyway.okang back 30 years if the "Scott
Hendersons" of my day offered a personal experiésmue | had the means) |
would have jumped at the chance. What I've realimad what is happening with
"new models" is many people in this society ardimglto spend accordingly with
their financial means. Rather than an artist dejpgnoin thousands of fans
supporting their music with a small but equal pagtnmost are concentrated on
offering new music with pay-scaled personalize#ises available to the few that
can afford it and letting the music by itself gor‘free” to the fans in general. As
bizarre and unlike anything I've known in my neddyr decades as a musician, in
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this era of divided priviledged (sic) classes dfisty, it is beginning to work in a
big way. Every body seems to be winning.”(Hender2ri0)

Kickstarter, Sellaband and Slicethepie are threemgtes of companies which provide fans
with the opportunity to get directly involved ingaorting their favourite artists in the
creative process through intermediating modelslinng financial pledges. Both

Sellaband and Slicethepie allowed users to pay yntmneontribute to the potential for
success of an artist that they liked. Sellabanédsisers to contribute from $10 per ‘part’
and once 5,000 parts were sold, the band was madwiith the wherewithal to record and
produce an album. Although the bankruptcy of Seltabwas reported in February 2010,
at the time of writing, the company is still tragiand claims that over $3m has been

invested in artists, with 42 artists or acts fydhid to undertake recording sessions.

Slicethepie paid users to rate and vote upon syrasid users were also encouraged to
invest in their favourite artists from as little £%, until £15,000 had been raised, at which
point the money was released to the artist as medjin order to finance an album, for
which they were given 6 months. For anything ovetHat they invested fans received a
free digital copy of the album, with a credit ol tlbum sleeve and contracts (tradable on
the Slicethepie exchange) for a return of varievells dependent upon their investment.
Whilst this can be seen to have very similar oggimMVine (upload music, listeners rate
and comment, popular artists get signed - eveltotiehas a very similar look and feel to
the MVine logo) the inclusion of a list of genresrh which to choose, and the immediate
reward of financial recompense for listeners batmediately distinguish this more
successful website from MVine. The opportunity thee users of the site to actively
finance potential new artists was also unique paig it had been done before on an
individual basis. SliceThePie.com was differenthat it was built around new artists who
did not have a ready-made fan base.

Whilst the site made use of innovative technoldgguaghout, a particularly powerful
factor was the ability to track a listener’s adies with such precision that they could be
recompensed through micropayments for individuaingnts of their activity, thus adding
individuality and personalisation to the listenexperience in a tangible way. Key
characteristics of the Slicethepie model are tloeeethe filter mechanism provided by the

categorisation of the music, the intelligence syst¢hich enabled precise tracking of each
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individual user’s activities and the very concnetgure of the reward that both artist and

user were provided with — money.

Kickstarter is the most recent entrant to thisated ‘crowdfunding’ model (Scott, 1997),
since April 2009 offering to users (in the US oatythis time) the opportunity to fund
artists that they like. Unlike Slicethepie and 8letind, Kickstarter does not have any
involvement with the artist, or their music, clamgi5% of the funds raised in order to
finance the website. Kickstarter is also differenthat it will help source funding for a
variety of projects not just music, saying thasitfor artists, flmmakers, musicians,
designers, writers, illustrators, explorers, curgtperformers, and others to bring their

projects, events, and dreams to liflettp://www.kickstarter.com/help/fadhe artist sets

the level of investment required, and the deadiyevhich they wish to acquire the
funding; if the target is not reached the fundifigrt ends and the pledges are returned by

the Amazon payments system which is used to cesdrtile process.

5.2.3 The ‘artist/consumer — manufacture’ linkagenahe new value framework

Traditional manufacture of records as vinyl, tap€b was one of the most costly and
capital intensive elements of the music industity@ahain, requiring huge up-front
expenditure in materials, factories and pressiagtsl The MP3 is the most common form
of digital music and is now simply and easily cesbthrough freeware distributed from the
Frauenhofer Institute as described in Chapter dst&ralso had the opportunity to burn a
number of their own CDs cheaply and easily throtegihnology readily available through
their home computers, and even larger scale matuécf CDs was not out of the reach of
many, with a manual DVD-CD pressing machine avéglétr between $200 - $1200
(Stolarick et al., 2010).

Independent artist Sophie Agapios reflected thidewability that artists now had to make
their own music without having to be beholden te@ord label to fund the equipment and
people previously required. She felt this to bé&aai, in light of the difficulties that she had
personally experienced in finding a record labat thould sign her, despite having both

high critical acclaim and a well respected mana§ke said:
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"Because the major labels want it all on a plags¢hdays, new artists have been
forced to go elsewhere and make their own arrang&mnAnd they have found,
because of the new technology, that it is actualigtively cheap to make an
album. If you've got Pro-Tools and Logic softwaoeiycan pretty much make an
album in your bedroom. David Gray's breakthroudgual, White Ladder, was
made in a bedroom.” (Sinclair, 2006)

It was home based copying technology which enathle&heffield-based, unknown (and
unsigned) bandThe Arctic Monkeys’ to manufacture home-made dertratisn discs of
their self-produced debut tradkBet You Look Good on the Danceflofr distribution (at
demo-quality) as CDs at their concerts. Whilst tirisves the linkage of artists
manufacturing their own discs, the story of thetsrdMonkeys carries on for some while,
demonstrating that in fact they took advantagevefelinkage in the new value
framework in reaching out to their fans and alsmadestrates the continuing value of the
more traditional music industry value chain, ag#ults in the band signing to a more

traditional label, as will be seen.

The Arctic Monkeys actively encouraged fans to shibese tracks through P2P and other
networks, thus achieving more profile and moressafdickets to live gigs, a rapidly
increasing spread of interest through online aatltrme word of mouth and ultimately the
number one spot in the charts for both their delndt follow up singles. The Arctic
Monkeys’ album “Whatever People Say | Am That's \Wka Not”, released only a few
weeks after their second number one single, bethenastest selling in the UK for over
five years, selling 360,000 copies in its first Wwe€hey also maintained a very direct
contact with their fans through their website uditags, emails and (often daily) updates
on their progress and activities, and the demdesngere also available for free download
from there. This approach generated a signifidamtz’ throughout social networks such
as MySpace and Friendster. The demo was playedi@/Madio One in March 2005, a
high quality version of the single was self-relehseMay that year, and they signed to

Domino Records in June 2005.

The ease with which any individual could commit mue a CD or memory stick was
taken advantage of by those who wanted to sharemith friends and colleagues. Even
for those users not personally technologically &pleugh to access P2P networks online,
most of their home PCs had the capacity to be tesbdrn their favourite singles and/or

albums onto a CD. This ‘rip and burn’ process vemsgorarily inhibited by Digital Rights
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Management software, and the threat of legal actisn served as a deterrent for some (as
described in earlier chapters of this dissertatiBefore the advent of the iPod and other
MP3 players an individual had the capacity to maatufre their own selection of music to
listen to themselves or to share amongst otheraeder these new technologies allowed
even the most technologically-challenged consumedsartists into a new realm; that of

music distribution.

5.2.4 The ‘artist/consumer — distribute’ linkage dhe new value framework

“l just didn't include (a CD) because | wanted dedp know that music is

essentially in the ether, where it always belonpedore the advent of the business

itself” (Hersh, quoted in Shepherd, 2010a)
Whilst some artists retained traditional distrilbatimechanisms through digital and hard
copy distribution agencies, others decided thaig not necessary that their music was
distributed at all, only that it was accessibleiskn Hersh, quoted above, has given away
her music for many years under a Creative Commioasde, and has attracted a number
of what she calls her ‘Strange Angels’ (a playlo@ thore commonly understood phrase
‘business angels’ or private investors) who payrkeording costs in advance, allowing
her creative freedom. Crooked, her most recentnallinas been released as a book, within
which are links to her website where the CD caburaed for free if the consumer wishes.

“Having spent years struggling with major labeldyecame clear to Hersh that a
change was needed. "The only equation | had teseas getting the work done
without that money."” How would she do it? Listesepported music.”(Lanphier,
2010)

A ‘direct to fan’ distribution route has been tak|nan increasingly wide variety of artists,
including artists such as Aimee Mann, one of th& fiigh profile artists to offer her album
directly to her fans via her website (Behrens, 20861ger-songwriter Aimee Mann’sdut
solo album, Whatever’ was released in 1993, and received rave reviewmbdest sales.
Her follow—up, 'm With Stupid; was completed just as her label went bankruptspedt
nearly two years untouched during litigation betw&&ann and the bankrupt company’s
representatives. Her next label demanded thatethenrto the studio and record a more
‘radio—friendly’ single, but Mann refused to chartge album. Following a corporate
merger, Mann was moved to Geffen Records, whiah @lined to release her third album

unless she added what the label felt would be roomemercial material, despite her
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disagreement. That label eventually freed Mann fr@mcontract, but retained the tapes of

that recording,Bachelor No. 2’

Mann bought back the rights to this work and offiéBachelor No. Qirectly to fans at
concerts and via her Web site, still a novel pcactn 2001. “There really wasn’t much
happening there; there was no iTunes and we kelt Well, at least people can buy the
record over the Internet.” That's as much as wesweally hoping for” (Behrens, 2006).
The model proved successful, and Mann has to ddependently released two more
studio albums as well as a live CD/DVD packagea move which was copied more and
more frequently over the next three years, Manwmipveed the whole of her 2002 album
‘Lost in Spacefor free online. This was, she said, in rebelligaiast the major labels’
priority shift toward highly-disposable radio hitesulting in the production of alboums
with only one or two popular tracks on them atélkpense of cohesive albums: “You'd
hear one single on the radio—maybe—and then youydibe record and it’s like ‘What?
This is not what | expected.” That sort of bait-aawdtch mentality was just really

prevalent.” (Behrens, 2006)

Trent Reznor, the only ‘official’ member of Ameritandustrial rock act, Nine Inch Nails
(gathering a different set of musicians around funmeach album and tour) released
Ghosts I-1Vin February 2008 independently after leaving ldb&rscope, distributing it
first, at no cost, as a digital download throughwebsite. Reznor later made the more
traditional physical release and offered the allwmmn a variety of different formats to
fans, saying “...it gives me great pleasure to be #bfinally have a direct relationship
with the audience as | see fit and appropriate’®ez22007. A free download of the first
volume was available, together with a higher qu# digital download. A $10 double
CD set was available, and as well as a high-enddgitie edition, a $300 Ultra-Deluxe
limited edition package including signed merchaagisnyl and bonus CDs was made
available. This last version sold out all 2500 espn three days.

An interesting comment on this approach was madgehjor major label executive A who
noted “I like the different formats thing but thirtls going to end up with the free and the
really expensive. If you will pay $75 you will p&800, if you are a real fan”. This
principle was echoed by musician Scott Henderslagdy quoted above with reference to

Jill Sobule) although with some obvious surprise:
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“Who would have thought in this day and age anyoméd put out a $300 set of
recordings and immediately sell out a limited exfitof 2500 copies merely by
offereng (sic) a simple one on one personalizeda?.... AND still offer the basic
music itself absolutely free to the masses????ideison, 2010)

In March 2006, renowned rock band Radiohead haddetiteir recording contract with
major label EMI. In the process of putting togettiesir own UK and European live events,
they announced that they were going to releaskdras and when they were ready, rather
than waiting for an album’s-worth of material to dreated. In a statement, the band
suggested that they would release future singlégital format only, in order to create

what they called a ‘document of the time’

“For the first time, we have no contract or reledsadline to fulfil - it's both
liberating and terrifying. To keep things more famd spontaneous, we will be
playing new songs that are work in progress. Wkalgo be releasing music to
download when we are excited about it, rather tham months for a full- blown
album release. Music’s not just about all-timeagge it's also a document of its time,
and we want to be able to put out a song wherelsfeght” (Mead, 2006)
Thom Yorke, lead singer of the band, indicateduneJ2006 that he would only look for
single album release deals rather than going #utiwnal route of contracting to a record
company for two or three albums’ worth of mate(@MUDaily, 2006). True to his word,
he released ‘The Eraser’ in July 2006 through glsialboum deal with XL, (a subsidiary of
independent label Beggars Group) and it becameuhber two record on the Billboard
200, something normally expected from artists witdgor label support and global
marketing/promotional strength. It should also be&ed that despite the band’s previous
opposition to the unbundling of alboums (Huhn, 2006jke’s solo album was available

track by track on iTunes.

CYHSY provide an example of the increased power digtribution mechanisms enjoyed
by unsigned artists: following the successful re¢eaf their first album it was reported in
industry trade publicatiorBillboard’ that control of the US release of their secondrmalp
due later in 2006, was still under consideratiomilg¢ they had ultimately signed to
V2/Wichita in the UK, the band were not signed talzel in the US. They had, however,
negotiated a direct deal with an American distitmucompany (ADA) to handle the
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distribution of their first album, very much on thewn terms. In discussing whether the
band would handle the release themselves, band erdreb Sargent said:

"We're holding on to this record for a bunch ofs@as. It's not a matter of creative
control. It's become pretty clear that we'll alwagse that. We would just like to
maintain our release schedule and decide what wé pua out there or not.” (Hasty,
2006).

In similar vein, Mick Hucknall, formerly lead singef successful 1980’s band, Simply
Red, said "Major labels - what are they good festhdays?...Distribution and dosh. I'm
afraid that's all they were ever good for anyw#gihclair, 2006). Despite these
sentiments, Hucknall took the risk of releasingrhissic himself, and so retained not only
a far higher percentage of the royalties but algpayship of the master copies (rather than
them being owned by a label keen to exploit bat&logue rights). The first album
released through Hucknall’s “simplyred.com"Home” - had worldwide sales greater
than the band’s final album released through WalBnes. (Sinclair, 2006)

As the quote from Reznor above implies, he had maipeed significant problems in his
relationship with the record label. In fact he wwasncensed by what he saw as his label’s
greed, charging more for his CDs simply becauséalnis would pay it, that he encouraged
his fans not just to illegally download but alscstware his music, requesting their help to
ensure that it was distributed as widely as possilithout any profits going back to the
record label (Masnick, 2010).

It was not only the high profile, well known arisvho did this — other less well known
artists encouraged their fans to burn CDs: Mat¢é&ts was one of these:

“I make all my music free/pay what you want — | em@ge people to copy and
share my music. Torrent and share burn copiegoplB still want music more than
ever and it's the method of delivery that's changéd, 2010).

Interestingly the internet and related technologiss provided mechanisms through
which consumers and artists coplegventtheir music from being distributed in the short
term as the following example from the previouslgnationed Imogen Heap shows. Her
interaction with fans and the many different tedbgees that she employed in order to
engage with current and new fans became criticaltime just before the release of her
new albumEllipse when it became apparent that one of the advarmes sent out for
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review by music critics was up for auction on eBayan noticed it and sent a Tweet to
alert her and she was outraged, not because shiéwaht her music to be released but
because “some opportunistic person who had notbing with the album stood to make a
lot of money from its pre-release sale on eBay @ity 2009). She challenged her fans on
Twitter to make Ellipsé the most bidded-on item ever on eBand in response they put
in bids enough to take it up to $10m, before eRmfised what was happening and pulled

the auction down from their website.

5.2.5 The ‘artist/consumer — promote’ linkage ongmew value framework

Promotion of music by an artist had historicallgberery label driven: album signings,
appearances at relevant high profile industry atbis and events, tours and merchandise
sales all require a significant amount of co-ortlorain order to be effective in raising the
profile of the artist, but were aimed at increassates of their music. Now that their music
is far more easily accessible and frequently ablléor free, and they are able to move
away from the label’s traditional activities,, atfi have to be more creative in the ways

that they promote themselves, and exactly whatthat they are promoting.

Radiohead’s now well known ‘experiment’, releasihgir aloum ‘In Rainbows’ for free, or
for a contribution decided upon by the purchasmyipges one of the highest profile
examples of a band using the internet to promam#elves (Tyrangiel, 2007). Radiohead
already had a highly loyal and large fan baseatithe and it is important to note that,
whilst it was an excellent promotional exercisejgrating enormous coverage from
mainstream, popular and trade media, without figisificant support and ready-made
demand, the mechanism may well not have workdthdtbeen proposed that only artists
with a ready-made profile and career could affortutn their back on the traditional artist-
label relationship (Bemis, 2004). As Tom SilverntdTommy Boy Records has said,

“You have to spread the word to get exposure, lthink the problem is context.
When you're in a glutted environment, you needitfeentiate yourself more than
ever, so you need a great story. Story is contextot content.” (Buskirk, 2010)
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As it stands, the financial outcomes of the Radahexperiment are still vague, and the
album is now on sale in iTunes for £7.99. In aefesting footnote to this and, perhaps,
demonstrating that the give-it-away model was farerabout profile than profits, the
album was later released in a more traditional reathrough well known and highly
commercially successful independent label, XL Reitms. And despite the origins of the
album, several music blogs were ordered to takendows to a website where it could
still be acquired for free in August 2010. TrentzRer, outspoken front man for Nine Inch
Nails, has commented

“I don't see that as a big revolution [that] theyind of getting credit for...to me

that feels insincere. It relies upon the fact thatas quote-unquote ‘first," and it

takes the headlines with it.” (Sandoval, 2008).
It is important to note that Radiohead were celyaiot the first artists to ‘give away’ their
music, or make it available for free, as this disg®®n illustrates. An increasing number of
less well-known artists using the power of interteethinologies to sidestep the traditional
artist-label relationships completely, as illustdatn this chapter, prove the potential value
of the direct relationship between artists andrtfagis, and between fans themselves and
other potential consumers, in helping artists ersatccessful careers. The Arctic Monkeys
case has already been described, as has MaritidiKasten Hersh, who had been giving
their music away consistently and for far longeartiiradiohead, building a base not just of

fans but also of investors.

It was purely the ‘buzz’ about CYHSY and their naugirough the Internet — blogs, social
networking, and peer to peer file sharing of trad&s/nloaded from their website - that
catapulted them to the spotlight in the UK befdreythad a record contract (Leeds, 2005),
using the direct connection to the consumer than#twork of selection allowed. It had
been suggested by a major label representativativabsite was simply a good way of
communicating with the audience between recordsele and tours (Keating, 2006) but
CYHSY showed that their website was an active pitaonal tool rather than simply a
support marketing mechanism. A traditional recaychpany would have had to pay
significant amounts of money to replicate this effigsing street teams, pluggers,
advertising and promotion (Holub, 2006; Mead, 2006)

Taking the ‘free’ model one step further, some gy bringing the music industry full
circle, in August 2010, band ‘The Reclusive BardBagthers’ offered to pay consumers

£2,700 to download their new single, ‘We could dxeelly together’. Those who registered
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at their website, the ironically-titldattp://www.newlowformusic.comivere put into a

random draw to be one of 100 who were paid £27 gadbwnload the single. Again, the
unusual nature of this offer, resonant of the ddysayola and corruption in the industry,
created significant coverage in online and offimedia and resulted in a significant and
effective raising of the band’s profile, whilst alselping to add to their database of email
contact addresses for future promotional activityemains to be seen whether the paid-to-
download mechanism generated sufficient additiortalest for paid downloads to
subsidise the activity.

Whilst there was a growing market for renting ytawourite rock star to play for private
parties (Boucher, 2007; Ferren, 2007) a more idd&i and personalised approach began to
build upon that concept for smaller and less glgtdainous artists. Josh Freese offered a
long, varied, amusing and enticing list of persaral individualised gifts to his fans in
return for their purchase of his music, includingesisonal five minute thank you phone call
to dinner, a drum lesson, a personalised song eeek€'s own Volvo estate car, all at
different prices; the exhausting but ultimatelysssful results of these offers can be read

here:http://www.joshfreese.com/

Other examples of technologically-enabled promati@ctivity abound. Sandi Thom was
a female singer-songwriter who was rapidly sigre8anyBMG’s RCA label after she
received a reported 180,000 viewers to a live wetbaba musical performance that she
broadcast from her basement flat in Tooting, andilst single entered the charts at 15 on
download sales alone. Although there is disputeiaivbether the number of viewers is
accurate (many commenting that the standard pdreona broadband connection could
certainly not support that number of concurrentsisehe case illustrates clearly that
Internet technologies can act as cheap, effectiomeptional tools for artists’ live

performances.

Ex teacher Corey Smith gave his music away on bissite to encourage attendance at his

live shows (Lefsetz, 2008). Swedish singer/songwioto Boy http://motoboy.sg/

purposely put all of his songs on file sharing rats, and put the best of his fans home-
made videos of his concerts on YouTube. Singer Aladalmer used Twitter to publicise
"flash gigs" and in the same way, came up withkeyd-shirt suggestion which through

Twitter sold $11,000 worth of t-shirts in days. $fi&o started a live video stream from her
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apartment hosting an impromptu online auction fmous items associated with a recent
tour, making $6,000 in three hours (Masnick, 20B@ston based singer Matthew Ebel
started regularly performing in Second Life andwget $5, $10 or $15/month
"subscription” backstage pass offer providing farth various benefits depending on the
level of support (access to special shows, gifsk@gther opportunities for unique offers
not available to others). Subscription revenuesasgnt nearly 40% of his income, which
is about equal to live gigs and sales of CDs agdalisongs combined. He also made
good use of his website to call directly to his base for help, for example to help him get

invites to music conventions:

“I don’t have a “my people” to contact “their peeflyou are my people. You are
the only people that matter. If you've got a fat®convention you go to every
year and they need live music, then | need yoake action and get me out there.
I’'m counting on you, just as | always do. Thank ydq&bel, 2010)

Both well known and new/lower profile artists hatebeen shown able to utilise the
internet in order to promote themselves in creadiveé attention-grabbing ways. There
were also a number of companies which hoped tatgrom this phenomenon. In
Australia, a company called Chartfixer would souroe thousand individuals, each of
which bought a copy of the artist’s track from iBsnChartfixer charged $6000 to the
artist for this service. The purchaser would therglyen a full rebate and paid $1 extra.
For the Australian artist, where five thousand saleuld mean a top 20 hit, this may have
seemed a worthwhile investment. However in the WHKere significantly greater sales are
required to get into the top 20, this would — eifallowed as legitimate by the IFPI, BPI
and AIM - be a far less favourable arrangement.

It has even been proposed that record labels,thdin greater resources and deeper
pockets, are also involved in buying support fairtlartists in a similar way. Tom
Silverman, founder of Tommy Boy Records, which salsl millions of hip-hop records,

has been quoted saying:

“the majors have teams of people who actually bogles on iTunes to try to drive
it up the charts — buying their own songs. For 808,in a week, they can buy
50,000 more song downloads, which could drive dweird up three or four
positions on the chart. And they (sic) hype oflitnauld make people believe it,
and then the next week it would be real.”(Busk#®10)
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As artist and consumer became more closely rekatetiety of creative and effective
relationships sprang up through which consumermpte those artists that they favoured.
As well as more mundane word of mouth exercisel asclwitter, email and IM, more
intimate and real life situations became possibfearticle on music website Pitchfork
describes how Julian Koster and his band ‘The Miuigjges’ would not only (in season) go
to the houses of fans who requested it and sing Dristmas Carols. He also went and
sang them lullabies and should fans wish, theyctctril their friends about the event and
create their own at-home live concert with the bg@i0).

In January 2006, Island Def Jam, label to the pock band Fall Out Boy constructed an
interactive map through GoogleMaps, which displalyeddates and locations for FOB’s
forthcoming tour of the US. Fans could get moreolwed by clicking on their city. This
brought up links which enabled them to interacbtigh MyLocalBands.com (a ‘music-
focused MySpace’) with other fans of the band (Amoaus, 2006). Fans could generate
points by posting pictures from the concerts, segpémails to friends with information
about the tour and buying tickets online. To mdsvas much interaction — and therefore
free promotion — as possible, the city which aggted the most points through such
activity would host a free concert by the band.sTrhiethod of tour promotion resulted in
pre-sale tickets being sold out within 2 weeks, pratiuced an unexpectedly enthusiastic
generation of emails - over 50,000 emails aboutrttexactive tour map in its own right as

a promotional tool were sent.

Fall Out Boy used communities to reach directlyh@r fans, and use them to spread the
word about their tour, venues, tickets and avditgbiThis would have historically required
the use of a costly and complex nationwide radisigr or television campaign. However
through the Internet it was simple, cost effecawel impactful, generating interest in the
method that the artists used as well as in thecgrarsd tour information that they were
promoting.

Imogen Heap, already noted a number of times irptbeeding cases, has been shown to
involve her fans at almost every stage of the vaheation process. This even came down
to requesting that her fans help her with the avaaif her promotional tour press
biography: the final result (which can be foundehdnttp://www.imogenheap.com/bigg/
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was the product of collaboration between her andf8he 1500 of her followers who

responded to the request on Twitter (Bryant, 2009).

Artists showed an increasing tendency to reactandtcollaborate directly with their fans
on promotional activity through the Internet — arad only on pre-recorded products, but
also increasingly in live performances. Artistooad¢arted to reach out to their fan base to
help them create videos of their live shows. Thadiie Boys were first, in 2005, when
they handed out 50 handheld video cameras to fahgia Madison Square Gardens
concert, taking the footage afterwards and editingo a full length video of the concert

complete with music direct from the show’s soundtddéversion, 2005).

Coldplay did the same thing but integrated digi@hnologies, requiring fans to enter a
competition on their website. Only the winners wgireen the chance to help them shoot a
video for the concert DVD of their album, “X&Y”. Ia logical progression of the concept,
another illustration of this phenomenon is Billyr@aon, lead singer of “The Bogmen”, a
highly regarded New York band which broke up int8apber 1999. However Campion
retained a very loyal following of fans. They wergcouraged to bring their own mobile
camera phones and video cameras to one of hipdiffermances in Brooklyn in June
2006, and the YouTube footage produced of his padace of “Hi on Wade” had been

viewed over 130,000 times at the time of writing.

Marillion, already noted above as one of the estrlimnds to make use of digital
technologies to get closer involvement and intépacwith their fans, also made use of
their fan’s input to live performances. In an ensaiht to fan club members in July 2006,
the band said:

“We're going to release a single from the new allbearly 2007. Now while we
can't give you specific details (where we are slegit, what's it called, etc.) for a
while, we are going to need a video and - in thetsy keeping it in the family -
we have a little favour to ask of you... We'd Ik@U to shoot the video. We'd like
to make an abstract video, a creative experimenthwhvolves as many of our
fans as possible.” (Marillion, 2006).

It has already been noted that the reconfiguredevehain, although it allowed a direct
link between artist and consumer, rarely includexldonsumer’s participation in the act of
creating music. However through mechanisms suc¢higsartists were able not only to
reduce the cost of producing promotional materitals,also include their fans integrally in
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the production of promotional and support materialgs, whilst saving money also

brought the consumer and artist closer togetharmmutually beneficial relationship.

5.3 Summary

Both consumer and artist have been shown to talermpre integral place within music
industry value chains; the artist is empoweredaioomly create, but also to produce,
promote, reproduce and distribute their music &edconsumer is also able to contribute
to the promotion and reproduction of music. Botiisaand consumer have therefore found
new sources of value, which are being leverageal \mriety of music industry actors as
the cases discussed above have shown. The newfreuework seen in figure 1.1 (p.4)
represents a new set of linkages which have besmrsthrough the primary case study
and secondary cases, and underlined by the expenants throughout this chapter

where relevant.

As well as the well-documented primary linkage hestw artist and consumer — both
popular artists and the unsigned, own label andpeddent artist — subsidiary linkages
have been revealed which loosen previously rigl larear music industry value chains.
Whilst the direct link between artist and consumaeilitated through new technologies is a
primary element of this thesis, underpinning MVebusiness model and informing many
of the secondary cases presented herein, subsitlikages have also been created and the
value inherent in filtering, and facilitating ingation are also reflected throughout these
subsidiary links.

Artists can of course compose, record and produgie dwn music, activities which have
been fundamental to the music industry since @sption. New technologies give them
the capacity to undertake the mechanical elemantdved far more cheaply and
effectively by themselves than has previously haassible, whilst retaining ownership of
the copyright in their music and therefore benefitfinancially more - per sale - than
would be the case if they were contracted to attoawél record label. Manufacture of
music for the artist and consumer is as simpleoagersion into compressed formats such
as MP3 and uploading to the preferred website.Iteznet facilitates greatly increased
reach and scope — at a greatly decreased cosrfjeth for at all - for marketing and

promotional activities that the artist can usegach a greater number of potential
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consumers than previously possible. Equally thesgorer of music can promote their
favourite artists through the Internet using songtvorking or online music websites, thus
assisting in spreading the word on behalf of tharsists; these promotional activities can
include distribution as well as pure promotiondbmation simply by sending on

compressed files.

The new value created through these linkagesfisulifto capture commercially as it
resides in the control of the (individual or cotige) artist and consumer groups which
themselves create it. Mechanisms intended to peoaatess to these new sources of value
therefore have to place far more emphasis on utahelisg their audience than had been
the case with the previously linear music industigdels. Traditionally the artist signed to
a more traditional music industry contract was kxtklown through copyright and
contract, producing content which largely fell adéstheir control either during or after its
creation and the consumer of music was a mostlyiy@secipient of whatever the major
and independent labels manufactured, produced iatrtbdted. Contrast this with newly
empowered artists and consumers shown in this ehgpbe emerging from the creative
destruction of the music industry, who are using technologies to create, contribute and
deriving value across the entire value chain. Girapwvill identify how the linkages along
the newly reconfigured value framework presenteithig dissertation are not only relevant
to an understanding of the changing nature of vimudlee music industry but also to the

construction of new business models built uponuhderstanding.
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Chapter 6. Proving the new music industry value franework through

MVine and other music industry business models

“...what we are proposing to do could in principley/ ltne foundation for an
evolution in the way corporatésic) and global brands communicate and
interact with their consumers; the MVine model higjhts the difference

between corporatgsic) dictating and consumers creating.”
(J, in conversation, 29April, 2004)

“Mvine (sic)was probably the first UK based model — and thst fjtobal
one outside of MySpace - to try to engage consuatelss level, so we were
trying to educate, engage AND make money out af theoo much, too soon

and with too little understanding on our part.”
(HP, by email, 18 April, 2010)

6.1 Introduction

This substantial chapter uses materials gatheoed fine central study of MVine. It
analyses both the intended and the ultimate cartgiruof the company’s business model
through application of Osterwalder’s 4-pillar franagk, identified in Chapter 2 as being
most suitable for this purpose. It draws from tbsuits of this analysis and that from the
previous chapter to identify key characteristicswécessful music industry business
models. MVine’s business model is described alategsind contrasted with, other new
music industry business models, together with contarg from expert informants where
relevant. This analysis assists in evaluating ffieaey of the MVine business model and,
in the process, the deeply embedded concepts wé @ald customer focus in the
Osterwalder ontology allow for reflection upon tféects of the repositioning of the

consumer and artist within the new value framewsartributed herein.

The chapter illustrates how this repositioning @itbupports or militates against the
success of MVine and other music industry businesdels employed over the period of
the research. Thus the chapter provides substamiitrials which, together with those

from Chapter 5, allow for analysis of how best teate successful new business models in
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the music industry, through the identification apgplication of key characteristics of
successful music industry business models. Thetehpgoritises the record label and key
characteristics relevant to successful businessfaddr them, but also accommodates the
newly empowered independent or own-label artigniified in Chapter 2 as being
perfectly capable of constructing their own bussne®del, despite their less ‘corporate’
and more entrepreneurial nature. The chapter theradso highlights, where different

from the commercial imperatives of a more tradaidabel, the relevant key
characteristics upon which these artists are recamded to build their business models.
This chapter therefore illustrates how the new mirglustry value framework contributes
to a greater understanding of the key charactesisti successful individual and corporate

music industry business models.

6.2 MVine and the application of Osterwalder’s busiess model framework

This chapter will analyse the reasons that MVimetended business model was not
successful through the lens of Osterwalder’s ogiplpresenting contemporaneous cases
which illustrate more successful propositions ureteh heading. The new value
framework evidenced in Chapter 5 is shown to bérakto the key characteristics of
successful music industry business models, whieldarived from the analysis which

follows.

MVine’s business model was eventually unsucceskfuk variety of reasons described in
brief below, as they are decomposed through Ostéewa ontological approach, and
subsequently illustrated in greater detail. In eesewhilst outwardly offering support for
own label and independent artists, and a sourcewfand high quality music for the
audience, MVine did not timeosly understand or supthe central importance of the
direct relationship between the newly empoweredtaahd consumer in the new music
industry value framework that is contributed heréinthe same time, MVine was
challenged by a rapidly increasing number of aliéwe artist and customer offerings,
many of these providing not only a more effectilteraative to MVine’s initial value
proposition, but also far more to both the artied ¢he consumer, reflecting value added
activity at more, if not every one of the linkagdsng the new value framework which

were examined in detail in Chapter 5.
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Key Characteristics of Product Innovation

The new value fremework wllows many different understandimgs of *value’; it 15 importanl firss
Vilua proposition Lo understund tess things thict customers ruly value roher thun constoucting o business model
wround assumptions. For g lusel to have uny valoe for un wrtist icis critieal o integrate the new,
direct relutionship between the urist and consumer of music infe as many of the label's valus
creating processes a5 pessible in order to benefit from the artist™s newly wequined potenteal (o
create value themselves,

Target customer The target custemer in the new value framework 15 increasingly powertul: pccommodate this
by invelving them. In order to expleit the newly empowered consumer’s value adding
netivities, artists and record labels must incegrate into their business mode] the requirements
of the consumer fior intzraction, conversation. information gathering and redistribution of
information ond content.

Capahilities Focilitate interetion betwaen ortist and consumer at all points along the new valee framework.

Key Characteristics of Infrastructure Manazement

The repositioning of the artist and consumer within, rather than outside. the muosic industoy
value frumework has resulted in the crewtion of completely new sources of "value’ {some of
which value can be expressed in non-monetary termes) emanating directly from the artist. the
comsumier, and the increasingly direct relationzhip bebween them. For o profit to be realized. a
company must atfer something its treet sudicnce will pay for

Aetiviy conliguration

Partner petwork Controd of value aditing processes i mereasingly passing 1o the creator and consumier of misie,
SO0 ANy 'pnﬂrl-ﬁnihtp' m.'li\-il}' irll::l:lir|5 Lo mecliane this n:luli-::-rr_dli[l anil any mechamiam indendead
Lo provwiche access W these new sounces of vale has woplace Gar more emphasis on
unelerstanding arad secommodating potential parners than bad been he case with previously
comirolled and linear mosie mdiesry models,

Resoarees and assets The new value tramework provides opportunities ot every stage for consumers and arfists w
create their own “resources” and penerate theit own "assets’. Those otfered must therefine be
grenter them those that the nsers can access themselves.

Key Characteristics of Customer Relationship

Chce tle infrastracture is in place, the use of inerregative techiobogy 1o find our as much
information ahoar the setrity of wers online scrivity iz eritical w informing suecessfinl and
profitalile relationships witl them,

Information strategy

Feel amd Serve Ve in frastroctuse theouuh which the company s business midel delivers s valee proposiion
{distribution) must b sample and easy o access, anld proside @ route i the right mark et for theartist, and 1
releviend conteml or areguired commensial ofTering b consumer, which they could noe
eanily aovess eliewhere,

Truseand Loyalty The new value ramework 1% an oped and Dansparen! constuetion, similar openness and
ransparency i required of Tasineses bailding their models around it in onder 1o generie tnst
and lovaley “the brasd” is G potant, but no leager sulficient in ilself Because every conypsany
b e capmaciny o compede fer individual comsmmes across such a bioge seope of activiey, the
concepls of trnstamd levally become even maore eritical (o companitive advantage,

Key Characteristics of Financial Aspects; cross cutting factors; atfected by all other ey characteristics

No combination of key characteristics is sufficient if the company does not base ils business
model on the new vilue Famework and thos reach o critical mass of content. interaction und
usitme, Withour this there will be insufficient revenues to support the continued existence of the
company. CHfering ortists the opporiunity to benefit fnuncially is of great value o them, and
possibly one of the few remaining functions of a record labe] that can ned be performaed by the
artist themselves. Combining this conclusion with the potential that technology provides,
highfighted in this research. o agoresate smaller puyments from consumers whae vilue thot
artis1’s music, results in the conclusion that & modern day model of patronage is
techiolegically sustainable.

Reverse mixke]

Ut struchure Shitting contrel and power bagk fo users through value fremework can reduce company cosls,

Profit maode! Cromnpanes and arlists can generare greater proll per sale from simallae sales and stll creare a
sustaiakle bosiness ihodel,

Table 6.1 MVine’'s intended and ultimate business model Is&d on analysis througtOsterwalder’'s
framework
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6.3 Product Innovation

Product innovation is delivered through the valugppsition, understanding of the target

customer, and the firm’s capabilities

“The main elements are the value proposition a firamts to offer to specific target
customer segments and the capabilities a firmdnas table to assure in order to
deliver this value” (Osterwalder and Pigneur, 2002

6.3.1 Value Proposition

The value proposition refers to “the value the foffers a specific target customer
segment”. Osterwalder refers both to tlesvvalue, and to thenore efficienwalue creation
that ICT enables a company to offer to its targeli@nces. MVine believed that the value
they offered came from offering a completely unegatised selection of new music to an
audience which had, to date, minimal effectivegralative listening mechanisms. MVine
wished to offer new artists a cost effective ansyda use platform on which they could
showcase their talents to a wide and disparateeaadiof potential fans and purchasers of
their music. MVine wanted to offer more/more efict access to new music to the
listener, and access to an audience for new maisieetartist, providing the audience and
artists with opportunities to communicate in a ciregnd meaningful way. They believed
that this differentiated them from competitor oiifgys, certainly in the very early stages of
planning, through presenting to their audienceva awed innovative mechanism for getting
their music heard and bought, providing their andéewith a chance to hear new music
for free, creating an interactive environment witlihich artist and audience could
communicate, and where consumers could buy hightgdawnloads more cheaply than
would otherwise be possible if the artist had tp fo distribution themselves.

The fact that MVine did not filter its offering lgenre or category was initially held up to
be a benefit: M was quoted in a press release oémber 2005 as saying:

“Everyone whose taste | have ever admired hasyaeaectic mix in their music
collections. MVine is the same — the only ‘gerwe’re after are classy artists with
a real depth to their music. We trust our audidncgpot them first.”

This was different to other emerging websites whaltbwed users to select from a
predetermined list of genres or categories. MVineoeintered two fundamental problems
in this regard — the site did not attract the nunddeisers that would be necessary for it to

host either a large enough community of listeners, large enough body of new music, to
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live up to its marketing promises; this will bealissed in the section below on target
customers. Secondly there was no genre selectiocategorisation available to users. In
interviews users of the website expressed thein fasa more structured, pre-filtered

experience, in comments such as

“Why can'’t | tell you what sort of music | want ligten to? | don’t have the
patience to wait for something that's good, thihiink is good, | can go to loads of
other places and just tell them | like pop, rockatever and there’s at least an
initial understanding of the sort of thing | am ygito get. | sit and listen on MVine
for 10 minutes and | haven't heard anything thékd, really its all zero rated. |
just got bored so | didn’t go back.”

“But how do | find more of the stuff that | likezan't just sit and listen for hours
and hope, that’s just not going to happen!! Suyely don’t expect that, nobody has
the time?”

Internet based technologies provided many new,g;tmestomer-friendly ways that
consumers could acquire, listen to and store thasic. However, the sheer volume of
available music generated through these techn@pgieant that music consumers were
also potentially surrounded by ‘unfiltered creathase’. Businesses built upon the
traditional music industry value chain had not tathke notice of this fact, as they
controlled the output to the consumer from firskatst. In the early ZiCentury however,
business models had to be constructed to provid#saand audiences with more than they
could easily do for themselves through the newerflamework presented here. MVine’s
lack of genre was one factor which madedredifficult for artists and consumers to get

what they wanted, and so resulted in low usagheftebsite from both.

A successful example of this filter process ismaliecord store CDBaby

(http://cdbaby.com/which promoted itself as the earliest independatfihe record store to

sell music by independent musicians. CDBaby wasrg popular destination; at the time
of writing, over 360,000 albums were being solatigh the website, and over $157m had
been paid directly to artists through sales (httdbaby.com/aboltReinforcing the

concept that it was important to embed genre dtadifig mechanisms within the online
music environment, the success of CDBaby can inkggaseen to rely upon their provision
of a wide variety of mechanisms by which users @duld exactly what they wanted.
CDBaby not only supplied a predetermined set ofggfor users to choose from but also

supplied a number of other filters to help userseas the music that they wanted — whether
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they were only interested in top sellers, or mfrgim a particular geographic area, music
for particular occasions or moods, even musicsbanded like already successful or high

profile artists.

In summary:

MVine’s value proposition: providing wide variety of un-categorised new nouend
artists to a large audience, time and cost effelgtjyproviding audience with opportunity
to get involved with artist in a meaningful way. ¢ considered that offering a wide
variety of uncategorised new music representedevauhe listener, who because of the
lack of any categorisation had the opportunityiszover music that they would never
otherwise hear or appreciate. MVine also beliewad artists would value environments
within which their music can be heard by the widesdsible variety of listeners,

regardless of the listeners’ preferences.

Challenges minimal website use by artists or consumers, daenres found to be off-

putting, no community generated

Key Characteristics. The new value framework allows many different erstandings of
‘value’; it is important first to understand thaséngs that customers truly value rather
than constructing a business model around assunspfi@r a label to have any value for
an artist it is critical to integrate the new, direelationship between the artist and
consumer of music into as many of the label's vahaating processes as possible in order
to benefit from the artist’'s newly acquired potahto create value themselves.

1. Offer new, cheaper, or more customer responsivaxiofjs than provided elsewhere: a
baseline requirement. Competitive advantage liesfarings that provide users with a
clear benefit above that made possible elsewhere.

2. Artists require an environment which ensures thairtmusic is easily heard by as
many individuals as possible; offer ways of digitibg that music more efficiently.
‘Free’ has a value of its own to the artist, witty oefore you buy’ and variations on
that concept encouraging uptake of and intereattists and their music which the
consumer may not otherwise discover.

3. Use technologies to provide a variety of mechanianasfilters through which the

tastes, activities and habits of music consumardearacked to facilitate the
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provision to them of music that they are likelyajopreciate, and therefore spend
money on.

4. For the artist, consumers will value direct contact very higtdg,timely, meaningful
and personalised responses to user interactiamaiatant.

6.3.2 Target Customer

MVine had two initial target customers: “artistffipse with new music to play, and
“audience”, consumers who wanted to listen to tieat music. There were initially plans

to allow/encourage other record labels to regisihel thus access the potentially successful
new and unsigned artists that the company intetmatiract. It was intended that different
routes and offerings would be available to eacthe$e categories, from the initial
registration process onwards. However as the s@ dloser to launch the MVine team
decided that there was no need to divide the wsss Imto artist and audience, as the
presumption was that artists would also be audiércether artists. The provision of two
separate registrations was felt to be unnecessardyous and thus potentially prohibitive

of those who might want to do both.

Whilst the concepts of time and distance identibgdDsterwalder as important in this
respect were certainly issues for MVine to accomat@ih reaching their target audience,
it is also important to note that they were alstoal to the artists using the website, for
whom saving time and increasing the reach and sobgestribution of their music were
both key characteristics of the websites that ttieyse to use in order to redtieir target
audiences — potential fans and purchasers of tigsic. The lack of clarity on which
audience MVine was targeting was one of the compaggrliest challenges, and resolving
the best way to identify, and then effectively fe#tte audience they wanted to attract took

many months of work.

Getting to a critical mass of users — both arasig listeners — as rapidly as possible was a
key factor in order for the company to succeed,thrgddelay was problematic for them.
The MVine team took too long to realise that tiat hewly empowered consumer and
artist were no longer easily distinguishable, id&itle or approachable. They failed to
recognise that their potential audiences were @yrahle to do much for themselves that
had previously been done by music companies, atdy#iting them to notice MVine
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meant MVine had to offer far more than they codiday achieve. Interviews with 72
users showed that all except for one were artibis uploaded their music for others to
hear. The interviews also highlighted the fact #réists using the website were most
frequently doing so as one of a range of differealbsites that they were using to reach out
to the widest possible online audience; only ravedye they actively listening to any of

the online music available to them through MVine.

The only non-artist user who was uncovered atwgar was not only of note because of
his unique non-artist status, but also had issutstie lack of genre which was noted in
the value proposition section above as being proalie:

“l bought the Christie (Hennessey) CD through MViaed had no problems with
the shop but didn’t really know where to go to tlsesite properly, like, is there
any more of Christie, or stuff like him up there?”

Those who were artists were also sensitive to tiv@@ment within which their music

was heard and the various alternatives increasengylable to them: they commented:

“l logged on and listened to a fair number of tmbkit really didn’t like anything
that | heard so didn’t put our music up.”

“Though | love the concept of MVine, | decided N@Tupload any
music....because we wanted the single to be reldesed

MVine were attempting to relate to their audienta very personal way, and to provide
the users with value added content and experigheésvould keep their attention in an
increasingly fragmented online environment. Tolde it was critical that the company
really understood their target market, their mdtosas and what really counted as ‘value’
for them, as well as looking outside the MVine miate clearly assessing what the
competitive offerings were that their potentialngsesed instead. Their lack of
understanding of the true constitution and motoragiof their target market — possibly
blinded somewhat by having high profile and sudcgssusician M as part of the team —

made this difficult.

Interaction with and understanding of their fanébags something which Marillion,
already mentioned in Chapter 6, were well known Yahilst they had a ready-made fan
base, and so had an advantage over MVine in cgestiifiicient activity to result in

meaningful relationships with their audience, teewtinually tested and adapted their
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plans to account for what their audience wantedingaused the Internet since 1997, the
band tried an experiment in 2008 to find out whetheir fan base, long term supporters
of their internet based sales and marketing stiggewould buy their new album
(“Happiness is the Road”) online if there was nloeotalternative. However only about 1/3
of fans did so: the band acknowledged in the neteslthat

“we received 100% of the profit available from tp®ject (many more times the
profit we earn from retail shop-sales) and thid kelep the band alive-and-well
going forward and will finance us through the creaperiod ahead”.

In acknowledgement that 2/3 of their fans wanteduy a hard copy of the album through
more traditional retail outlets, they also struakkeal with EMI in order to ensure that retail
sales of the album were available for those faaswlould rather purchase it that way.
Recognising that they had to ensure that theietazgstomers got what they want and

when they wanted it, they said:

“if we have learned anything from the last 15 ye#rasing the Internet, it's to
listen to our fans when they communicate with aad loads of you are telling us
that you simply want to go into your local shop dy our new CD. Not a
download, not from iTunes, and not from Amazon.”

In Summary:

MVine’s proposed target customer own label and independent artists, consumers

looking for new music.

Challenges actual customers were own label artists, not waress; both artists and
consumers could get what MVine offered — and mdretter, faster, easily elsewhere.

Key Characteristics the target customer in the new value framewoikageasingly
powerful, accommodate this by involving them. ld@rto exploit the newly empowered
consumer’s value adding activities, artists andm¢abels must integrate into their
business model the requirements of the consumentimaction, conversation, information

gathering and redistribution of information and teo.
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Involve broad selection of both consumers andtariisthe construction of the
business model to ensure that perceptions arekaotesl by influential
internal/external attributes and personalities.

. Create mechanisms for listening to target custommedsrespond in a timely manner to
commentary and feedback to ensure that what aricsaudience value is truly
understood.

Highlight the ability to save time for both consuand artists and the ability to
provide them with technology which enables artistsicrease the scope and reach of
distribution of their music and consumers to acguiusic from a wide range of
sources.

Neither ease of use nor scope and reach will hayergeaning if there are insufficient
individuals using the site. Critical mass appearsd indiscriminate, a function of
quantity — i.e. ‘enough people’ — rather than gyaénough of the right sort of
people’.

For the artist, ensure that as many relevant interactive routesised as possible,
both to reach out your target customer and toegdldack from them. As well as at
live events such as festivals and concerts, ertbatall relevant digital routes are
involved. These may include Twitter, MySpace, Selcbife, Facebook, as well as
email newsletters, regular bulletins and correspand with them through blogs and
online fora. ‘Relevance’ will depend upon your ursdanding of your audience base;

‘relevance’ and ‘involvement’ will both require cstant attention to these dialogues.

6.3.3 Capabilities

The practical capabilities of a company to delithex value it promises is the third element

of Osterwalder’s Product Innovation pillar; he aoWallin’s (2005) definition of

capabilities as‘repeatable patterns of action in the use of agsetseate, produce and/or

offer products and services to a market”.

The capabilities required for MVine to successfytgvide their value proposition to their
users were an easy to use online environment folommloading, listening to, rating and
commenting upon and discussing new music; in otloeds, a live representation of the
interactivity and communication linkages on the nelue framework, giving artists and

consumers the opportunity to interact, influence sumpport each other. The underlying
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software upon which MVine was built was fundameirahis regard. It was a highly
configured set of open source software, underpitnyea business intelligence system. As
well being configured to allow musicians to upldahdir music onto the website for users
to listen to, the software was also intended tdknasers to buy/download music from the
website simply and easily. The business intelligesmftware generated the algorithms
which underlay the selection of music so that assgr was served with a carefully
constructed set of music as they listened and vdteel principle behind the website was
that votes and comments would be captured andtasatbrm the MVine team about
which artists were being rated most highly at ang tme, as well as being used to
provide feedback to the artists on whom each usaneented. A chat function was also
planned, which the target audience could make tiseavder to exchange comments and

recommendations between themselves.

It took some time to get to the stage at which nobshese capabilities were in place, but
even then, technology issues and the lack of alititass were seen by users to be
problematic. The artists using the site were veryscious of the value of additional reach
provided through the internet and were carefullabeang the effort required to get their
music heard against the distribution capacity efilebsites they were using:

“The first one | went to, CD Baby, took me hourgyi onto and then they made
me pay and even then | don’t know how well | widl. ut look at the number of
people using that site, its throwing mud at a yeahlly big wall and | just know
that some will stick, though | don’t know if | waligo through that faff again.
MVine was far easier to get onto, but there isntgh activity to make even that
worth my while. Nobody is seeing me there, | havéad any feedback or
comments”

“We simply did not want to use the player. It's oter-intuitive and the icons are
irritating, really patronising. | don’t want to havo look so hard for band
information; it should be more 'in your face'. jisst too too hard to find the
obvious information that anyone would want to sem-MySpace its right there
under your nose, first thing you see. And, anyaao&ihg at Media Players would
compare yours to iTunes and see just how defigieats is. The Player could have
helped reinforce a really strong concept, but exdtié put me off even using you”

Three main technological capabilities were of gattr importance in this regard: those
which were to support uploading, downloading areldieation of a community.
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I. Uploading
Press releases from™®6eptember 2004 noted:

“Uniquely, MVine delivers music in Ogg Vorbis, whistreams higher quality files
at lower bandwidth than MP3. Essentially this nsetlrat users can still listen and
download songs even if they don’t have broadband”.

However a fundamental barrier to entry of the MVaystem for many artists was their

inability to reformat their music as Ogg Vorbisst the ubiquitous music file format was
the MP3 and so not all of them had the abilityeformat for the far less well-known Ogg
Vorbis format. Whilst it was made clear to themtttieey could put their music in the post
to MVine and it would be reformatted and uploadadtfiem, this extra action required of

them was enough to put many off uploading at all.

“What you mean | have to pay for postage? Thassmuad — | mean, there are so
many sites out there, bigger than yours, and ljustrhit ‘send’ and my music is up
there. This is way too complicated for me.”

In June 2005 it was decided that the website wbaldeconfigured to support the upload
of MP3s as well, so that artists could upload these usual format. However by this time
many early users, who could have been expectedv® taffic to the site through word of
mouth if they had found it useful to them, had beened off by the complexity of the

initial upload procedures. In conversation with He made the following comment:

“You know | loved what you were trying to do with\lthe but to be honest the
reason that | haven’'t been back since | first lagge those few times — | just
didn’t get what you wanted me to do. Was | goingeiormat my entire album just
for you, when nobody else wanted me to do thatipteciate the quality of the
sound you get but to be honest I'm more concernddgetting my music out
there, quickly as possible, to as many people asiple and | really don’t think sad
to say that most people in the general music listepublic really care too much
for quality. Christ if the Red Hot Chilli Pepperarcrelease “Californication” with
such astonishingly crap production values butkstilight by millions, then why
should I care about differences in format qualigttmost people won’t even
register? “

. Downloading
The MVine shop was intended to be an environmemreviartists could sell their own
music as well as MVine promoting sales of artibt they signed to the label. It was some
time until the shop was ‘open for business’; thstfiracks did not show for sale until 6

months after the website launched. Before thenlstvimusic could be listened to it could
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not be downloaded or saved to the listener’s coerpMthilst the “artist information” link
enabled anyone interested enough to visit thetsinigbsite and request a track or album
directly from them, this was another example of MWine made it more complex than
necessary for users of the website to get whatwaeted quickly, simply and easily.
Sales from the shop were therefore minimal; runaingnly one or two tracks per week

even 5 months after the shop was opened.

Downloads were made available for free in June 2B0% unsigned artists and MVine
signed artists were able to post their songs, i3 kbPmat, to be legally downloaded by
any listener who wished. However, as with the ugillog. of music, this delay in providing
users with facilities that were increasingly frealyailable on other websites resulted in
poor uptake of the opportunity. ‘I' again captutbd comments of many interviewed when
he said:

“If I want people to have my music | just postiiddlet them take it. | don’t want
people to have to pay for one track up front... | tiem to get into what | do so
that they will buy the album, see the show, getttblairt. | can’t do that on MVine
—or at least | couldn’t — now you tell me | cart bam doing OK with the stuff |
have on every other bloody website out there. kmmysbut | just can’t be arsed.”

Individual artists, even not particularly well knowenes, were proving contemporaneously
that providing free access to their music was guomant and integral part of their
promotional work, and easily done through the ddbair newly empowered position
within the value framework. In October 2005, Sealthsed band ‘Harvey Danger’ self-
released their third albuniittle By Little’, for free over the Internet. The band also
offered the album at independent retail outlet#®own label, ‘Phonographic Records’.
Although the band had previously had success sigm&tash/London Records, it had
increasing problems in getting large retailerstéels its records. Citing "a long-held sense
that the practice now being demonized by the migias 'illegal’ file sharing can be a

friend to the independent musiciaittp://www.harveydanger.com/press/why.pkipey

therefore invited interested listeners to downltaalbum, even to share it with friends,
in the hope that they would eventually buy the TBincrease the motivation for a
physical purchase, the group offered a free borseswdth the album. Overall, they hoped

to sell more than they would without giving theiusic away for free in the first place:
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“It's important that people understand the free dimad concept isn’t a frivolous act,
it's a key part of our promotional campaign, alavith radio and press promotion,
live shows, and videos. If the worst thing thatges is a whole bunch of people
hear Little By Little and no one buys it, we’ll kwaour experiment was costly. But
that won’'t make it a failure” (Evans, 2005)

ii. Community

In January 2005, J and the researcher discusseattbéuction of a weblog (or ‘blog’)
facility for artists, using which they could diagigheir achievements, drive users to their
web pages, promote their music and interact wighr flan base. It was decided that it was a
good idea but as an important benefit, it shoulddséricted to partnered artists alone. HP
noted that “F wants to host blogs for those artidie don’t have one of their own but that’s
kind of phase two really'However increasingly common characteristics thaevpeoving
highly popular and drawing traffic to similar anfiem competitive sites (in the sense that
they were competing for attention in an increasiragbwded online environment, as much
as for music-specific users) such as YouTube armbBeere the creation of many simple
and accessible ways for users to interact with editér. These included the use of blogs as
well as instant message facilities, ‘hugs’, ‘pokasd other quick, simple and free tools
which allowed one individual to alert another teitlpresence and thus encourage
interaction. In restricting usage of these accéss@nd not incorporating them into the
website until later stages of the company’s exitavVine reduced the potential for users
to interact with each other in opposition to thevnalue framework which was now

underpinning the music industry. MVine users comiaén

“If 1 like them, why can't | just talk to the bardirect? | don’t want to have to go
from you to their website to find a link...if theyeaon MySpace | get to listen to
more of their music and | can talk to them at e time, all in one place? But
now if | like these guys and | want to tell my ngtes like, | have to log onto my
email and send a separate mail with a link in ida then they have to register if
they aren’t registered which they probably ainduse hardly anyone knows about
you...”
MySpace.com provides a useful example of a weladiieh did generate a community of
users rapidly and effectively — despite being tetbgically less sophisticated than MVine.
Whilst Joshua Porter had reported the interfaddy@pace.com as generally accepted to
be difficult and clumsy to use and change (20a6gpidly became a focal destination for
musicians and fans, as well as major, independehbwn label record companies. Whilst

the number of users actively using MySpace wasutispat anywhere between 18m and
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over 100m (Bercovici, 2010), MySpace illustrateditlunderstanding that the target
customer did not want to be restrained by oneregsstration procedures but liberated to
communicate as frequently and in as many diffenexyts as possible around the linkages
of the new value framework. The MySpace websiteiged an environment within which
users from around the world could communicate mistaregardless of distance or time,
and could create their own home pages which cosdaideo, artwork, blogs, and music
that could be simply uploaded or downloaded as tiskied and easily found by other
users of the website.

In Summary:
MVine’s proposed capabilities easy to use online environment for up/downloading

listening to, rating and commenting upon and distgsnew music:

Challenges not easy to use, upload issues, few downloatiegfaoting mechanism

criticised, not enough interaction

Key Characteristics. facilitate interaction between artist and consuatall points along

the new value framework.

1. Create interactive environments that facilitatdeathan inhibit communication and
interactivity between users; provide as many simgdey to use and “joined-together”
mechanisms as possible to enable the target awdierengage with, share, buy and
even invest in online content.

2. Create ‘push’ as well as ‘pull’ technologies to @msthat the company reaches out to
users as well as allowing users to interact witthezther.

3. Ensure that the company is capable of providingotieenised capabilities quickly and
appropriately.

4. Ensure compatibility of technology across differbrawsers, operating systems etc,
thus supporting scalability.

5. For the artist; ensure that you can deliver the value propositlwova through website
that you host or those that you use; check that phevide consumers with
opportunities to listen for freép download music away as taster/sample, even if at

lower quality than usual. Give potential consunwportunity to try before they buy.
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Let them find out more about you through online omications (see target customer

above) and use that opportunity to find out moreualthem

6.4 Infrastructure Management

Osterwalder describes infrastructure managemethieagsult of the value system
configuration which allows the company to deliviee alue proposition. The three strands
of this element of his framework are the resousrebassets that the company has
internally, the network of external partners tlsatised to fulfil the delivery of value and

the configuration of activities and processes witidate and deliver that value.

6.4.1 Activity Configuration

Previously prohibitive costs of creation, produaticeproduction and distribution of music
had plummeted over the early years of th& @éntury and it was therefore important for
music businesses to offer something more thanrtiet and consumer could do for
themselves. For MVine, the intent was that they ldase the new value framework
emerging from the early days of internet technasgn order to identify and add to those
things that artists were already capable of pragidin essence this was an all-inclusive
‘one stop shop’, the provision to the artist andstoner of a sophisticated platform onto
which artists could upload their new music, whiciiswhen played directly to consumers.
These would be facilitated in voting, commentinggl #hus be able, as the company’s
promotional materials said, thidve a voice in the future of musithrough the direct

linkage MVine would provide them to artists anditmausic.

Consumers could promote artists through commenthahroom and forums, redistribute
their music by downloading free tracks and sentlege — and links to tracks that were
not free to download - on to their friends. Artistsuld be able to read the feedback that
they were given by their listeners, which was idihto help them develop their music
and gave consumers an opportunity to get involuetie creation of the music at a very
early stage. The label also intended to use tlkeidlfack to identify the most popular artists
and signed them up to a short term contract tontksther they were in fact suitable for

longer term signing.
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In this sense, MVine’s customers were not so mbehattists, who at first used the MVine
service for free, nor the audience, which was alsle to listen to the music on MVine for
free. The customer here was the artist who had bsieg the MVine platform for some
while, enough to be identified by the MVine teang (Ise of the ratings and comments that
they attracted from the audience) as being potgnterth signing to the MVine label.

The most significant revenues would be generatexdithh the 50%/50% recording

contract which would support download/single/ER/atlsales for those signed artists.
Whilst he extends the concept of Porter’s valuercttaough Stabell and Fjelstad’s “value
shop” and “value network” (1998), this dissertatlas already shown that neither of these
recognise the increasingly empowered position i loceator (in this case the artist) and
consumer. So this author’s presentation of thislfumental element of the ontology
provides a far more useful perspective for thoserasted in the creation of successful

music industry business models.

MVine initially intended to generate revenues freates of recordings by signed artists; it
would identify the best artists to sign by asseagse votes and comments of users of the
website on their music. It is here that the nevdgfigured value framework takes a

fundamental place, as was evidenced in Chapt¢updates the concept of a value chain

which Osterwalder embeds within this pillar of hissiness model ontology.

MVine’s intended activity configuration would netbe inextricably supported and
influenced by both the partner network in place tredresources and assets available to
the company. Further analysis of these revealsiatyaf reasons why the activity
configuration was not successful in creating vaiue this case, new music and signed
artists — for which customers were willing to p@ne of the primary reasons, already
noted in the earlier parts of this section aboweas that there were an increasing number of
alternative routes to market that were structuoeihke advantage of the new value
framework, rather than working against it. Theseewaore easily accessible and effective

than the activity configuration on which MVine waased.
Senior executives from major labels argued that thassive infrastructure provided

artists with mechanisms and reach of marketingpathotions activities which an

individual could never replicate successfully.
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“Given the choice between signing a contract wimtly company) with a healthy
advance and all the machinery in place to prodpicenote, market and sell their
music all over the world, or staying independertt having to add all of that to the
job they have to produce a half decent track iir thedroom, | bet | know what
most artists would do”.

“If I say ‘here’s a cheque for £25,000’ | think mamsigned artists would drop
their precious integrity and independence and cameing”

Certainly the major labels had sufficient momentamd visibility to continue to operate in
a similar way to that they had been doing for #s# tentury, and it is for this reason that
the traditional value chain configuration remaihgha base of the new music industry
value framework contributed herein. As previoudllystrated in Chapter 6 and as the
following cases show, despite the predictions efrttajors, an increasing number of artists
weresuccessfully using technologically mediated rotwemarket, although many more
successfully than MVine for a variety of reasomslividual artists were discovering that
the internet provided them with direct access &rtbonsumers which could significantly

increase the value that they acquired on theirertasuccess.

In September 2006 Reuters reported how Jamie #eiSeerman (who performs as
“JayMay”) had found that a powerful combinationMySpace and iTunes had propelled
her to success in a way that would not have bessilple before these technologies
existed. Her MySpace page, where she uploadedstrackrded and produced in her
bedroom at home and released in May 2006 on inscomd(an online mail order indie
music website) registered 75,000 hits before iTigmtsn touch with her. Appearing on
iTunes proceeded to make her music a top selliodymt and the revenues from that
helped her to produce her first aloum, again cotedley herself regardless of the many

offers of label contracts she received:

“'I've been offered conventional contracts from anagcord labels and very indie-
friendly, unconventional contracts," Seerman saidnd) a break from
recording.”They have offered me everything | cowlzht”. But with the music
industry in flux because of the Internet, iTuned arexpensive recording, she said
that for now she would rather maintain control ef tvork.” (Reuters, 2006)
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Her stance was echoed by the Chief Executive afiwéek Music Group, Terry McBride,
who in April 2006 was reported as advising thosistarthat they managed that they no
longer needed to sign with a record label. Sunpgiyi the Nettwerk Group comprised not
only the artist management arm (which included wedwn artists Dido and Avril Lavigne
amongst others) and a publishing company, butalszord label (Nettwerk Productions).
McBride was of the opinion that the digital altetimas open to an artists meant that there
were not enough benefits to being signed by a |ael that the artist was now better off
keeping control over the music that they createcBile echoes the central contribution of
this dissertation in his comments that althoughspdaf sales of CDs would probably
remain a significant business, major label stremgtith as manufacturing and physical
distribution were becoming less and less attradgtitbe face of increasingly time- and
cost-effective digital alternatives (MediaWire, B)0

Rather than the traditional music industry focugpenunit sales, he proposed that artists
should focus on the income to be created from doadd, streaming, TV and movie
placements, and sales of live, acoustic, digitel physical versions of an artists music. The
first test of McBride’s approach had been in 200éh\wheir artist, the Barenaked Ladies
releaseBarenaked for the Holidaysn their own ‘Desperation Records’ label. Accongli

to industry monitor Nielsen SoundScan, the albuld swer 350,000 units in North

America alone and earned the band more than $3ayaities: under a traditional record

label contract they would have had to sell overuhits to reach that level of royalties.

Beck was an American singer/songwriter whose 2@0fum’, “Guero” was in fact not an
album at all but a fluid project, an ‘infinite allmi“heard, seen and reconstituted by artist
and audience alike” (Steuer, 2006). It was avadlabla variety of formats and with a
variety of content — an online version of the ursired product in 2004, the ‘official’
version released a year later (which containeg#mee content as the online version with
additional new songs), a deluxe CD/DVD version @hhtontained extra tracks,
interactive video art for each song and surrounohdwersion), asGuerolitd’, a
commercial companion product which contained modethe original songs by well
known artists. There were also a humber of unaigéofan-created ‘mashups’ on the

Internet.
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Beck had an unusually flexible contract with hisar label, Interscope, which allowed
him to take such risks with his work. He was of dpénion that labels would have to
change how they worked with their artists — pogssyning individual project deals rather
than long term contracts — in order to retain thasnlabels’ traditional function of
marketing, promotion and financial support becaess important and technology

mediated a new and more direct relationship betvaeists and their fans:

“It's hard to say what will happen with all thateddrd labels definitely aren't going
to go away, but it'll be really interesting to $e®v their role changes. Some of the
guys in my band recently started a side band arsuh. At their first show, kind

of as a joke, they told everyone to check out thiSpace page — which they
hadn't even set up yet. As soon as they got ofidiagy signed up for an account
and put some live recordings online. A couple ofsdater, they checked back, and
a bunch of people had visited and heard their m@wiously, this was all without
a label — without even an album out. It kind ofvbley mind.” (Beck, quoted in
Steuer, 2006)

In Summary:

MVine’s proposed activity configuration: based on new value framework that facilitates
and enhances contact and communication betweasth amtd consumer. MVine tried to

find new ways to deliver value to their users tlgiothe creation of an online community
of artists and consumers of music which would extepnline, thus providing sufficient

data for MVine to analyse and identify artists wathigh potential for commercial success.

Challenges tried to mediate between artist and consumerailyi with contracts, but also

through unintended difficulties with interactiontiween them on website

Key Characteristics the repositioning of the artist and consumer inithather than
outside, the music industry value framework haslted in the creation of completely new
sources of ‘value’ (some of which value can be egped in non-monetary terms)
emanating directly from the artist, the consumed te increasingly direct relationship
between them. For a profit to be realised, a compaust offer something its target

audience will pay for.
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1. Offer the artist and consumer more than they caradly do themselves, whilst at the
same time giving them far greater control over wiegipens in the process.

2. Provide a suitably engaging, functional and intevacsite that individual artists and
listeners want to be seen to be part of and tdhelt friends about, thus helping to
create a critical mass of activity which becomdtsestaining.

3. Increased critical mass can be supported throyggmatevisits, encouraged by engaging
overtly and directly with users as participantsisés, investors, informants and scouts.

4. For the artist: Once your target audience is clarified and fullgerstood, it is
important to understand what they value, what thidypay for. They are already fans
but can probably get your music for free. What witty pay for? Come up with
innovative and creative opportunities for thempersl their money on more than just
your music. ‘special’, ‘insider’ stories and infoation (secret gigs, first 50 applicant

tickets, etc) can also provide revenues.

6.4.2 Partner Network

Osterwalder proposes that partner networks areasongly common as transaction costs
shrink and vertical integration becomes less ingyartThis results in the creation of a
network of partners who are more efficiently aldednduct elements of the business:
partner networks therefore “outline which elemenftthe activity configuration are
distributed amongst the partners of the firm” (200%). A potentially very disparate
structure can then arise, particularly in largeinageographically or technologically
linked/distributed companies. This contributesht® tonfusion surrounding definitions and
descriptions of business models, as was illustriat€hapter 2’s review of the many and
very various literatures on the subject. It carvég complex to recognise a coherent
business model in reality, when component partsak virtually or physically separate.
This supports the discussion on issues surrourttagse of participant observation as a
method of research in section 4.8 above, and lgigtdithe importance of the researcher’s
ability to be an integral participant in the busisdérom its inception, of great value in
ensuring that her understanding of the componets pathe business was as inclusive as
was possible.
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There were two different versions of partner nettbiat MVine relied on, one more
integral to the business model than the otheheérliteral interpretation of this theme,
MVine had very few external, inter-organisationattpers as much of the activity required
to create value was intended to happen within M\om. Suppliers included magazine
publishers and other advertising companies to wktfine paid money in order that
advertising materials could be efficiently disttieéd to the target audience of potential
users of the website and purchasers of signedsarisisic. MVine also used [PIAS]
Entertainment Groughftp://www.pias.com/uk/formerly known as “Vital”), a distribution

company, to co-ordinate the sale and distributioimacks, EPs and albums by signed
artists. Vital did all MVine’s physical and digitdlstribution, as well as providing some
marketing input (putting albums and singles forwfardspecial promotions in stores and
on-line e.g. Sony Playstation free downloads, G0ok promotions). As physical
distributors, they represented MVine in the UK &tatthern Ireland, and acted as a
wholesaler by getting CDs into the shops. As diglistributors they acted as MVine’s
world-wide distributor and aggregator, coding aetivetring all tracks to the majority of
digital download stores and reporting sales montBgcause most of the company’s other

activity was managed internally there were no offatners.

However a more important example of a “partner oektivwas that on which MVine was
based - it was intended that the users of MVineldvbecome a ‘partner network’ in the
sense that they represented the ‘A&R’ functionaditya traditional record label. These
users were not only intended to replace the A&Rfiom but to deepen and enrich it, as
trends taken from the opinions of a mass of peaplald indicate far more robust potential
for success than the opinion of one individualnfra March 2005 press release:

“mVine play-lists original music from unsigned aown label artists for a
worldwide on-line audience to evaluate. Audienenhers rate and comment on
tracks ... and become part of an interactive andiopated music community.
Audience ratings directly influence which artist¥Me will sign. We believe
artists and audiences should influence each otbeeryone has a voice and every
opinion counts”

MVine faced a problem in using the feedback fromirtpartner network as there were
simply too few users for significant, relevant A&Rcisions to be made from the statistics
which were generated. As has already been notegeatiee principles of time and

distance which are highlighted in Osterwalder’scapt of product innovation are
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rendered meaningless if there are insufficient feeaping the website as either consumer
or artist. The fundamental principle upon which skiecess of the company was dependent
was the relatively swift acquisition of sufficiamsers (both artists and listeners) in order to
render the statistics generated by the busineslligeince software meaningful in

identifying the best artists to sign to the la@dlis would have created an internal
momentum that would enable MVine to show succesggining artists with pre-

determined potential, who would then sell recomis generate sufficient funding and
profile for MVine to attract more users.

Quotations from users of the website have already moted in previous sections of this
chapter illustrating how few comments (if any) tivegre receiving, the perceived lack of
guality and quantity in the music that was postedi the problems that the technological
configuration of the website presented them withiclv contributed to the lack of activity
at MVine.com. The author discussed MVine’s failtoattract sufficient artists or users to
its website with a senior executive at a major rédabel, W. His comments spoke directly
to the nature of the partnership network that Q&é&ter identified:

“You hit the marketplace at the same time as soynoéimer people — you had
Garageband, CDBaby, MySpace, YouTube — a glut offect being pushed at
people with more leisure time than before and ilessntive to spend time or
money on things that were not free, easy to gediraple to talk about and share.
And since then its not got any easier — look ateSlhePie, SellABand, they are all
out there hoovering up the content that swills altoe internet and finding
different ways of slicing it to make it palatabtethe mass of indiscriminate
consumers. “I like it so you will”. Or “If you likéhis you’re going to love that”. Or
“this sounds just like someone we both love”. Yaune it, there is a mechanism
for pushing it. But what makes the real differerscthe backers, the distributors,
how you get what you want to get out there toladkse people. That's why Google
jumped on YouTube when — 20067 For $8.8bn? Madiggdbok what they got
for it — millions of engaged users, more all tediand ALL the information about
what they watch, when, for how long, and what tdeyvith that. Same with Fox
and MySpace — July 2005, only $580m. Yahoo andcitelis. Amazon and
AmieStreet. And so on. Cheap in comparison butthessame results — you've
bought hundreds of thousands of millions of useas they learn more about every
day. Who really don’t care where the content cofr@s as long as they aren’t
bored.”
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As W had identified, at the time that MVine laundtan increasing number and variety of
online music websites had recognised the potevaialk of tapping into what James
Surowiecki had called “The Wisdom of Crowds” (200d}hilst most websites — especially
those whose income streams were based on advgntsianues — desired as many users as
possible, those which based their business moasi the data that could be derived from
their users’ interaction and usage patterns hagl/an stronger drive not only to acquire but

also to retain as many individual users as possible

Geoff Byrd, an unsigned singer-songwriter, wasriistaated consistently highly on

www.garageband.cona website which used both ratings and recommandaof other

musicians to find music likely to be popular. Aseault Byrd attracted attention from a

large Internet radio networkyww.Live365.comas well as Microsoft's portal

www.MSN.com. On the basis of this exposure alone, and theespulent spread of

information about him through his digitally connetttfans on the Internet, Byrd outdid
established signed artists with record companyifighdnd support, such as international
rock stars U2 and popular newcomers Green Dayedorhe the most-played rock act on
Internet radio in December 2004 (Borland, 2005)héligh this attention brought him to
the notice of record companies as well as the gépeblic, he was not offered a recording
contract. In April 2005, his managers set up a lab&l (through a Universal Music Group
affiliate) so that he could make use of their asdesational distribution and mainstream

radio stations around the US.

Byrd provides an example of how unsigned artistsuse the Internet as a way of getting
noticed not only by their consumers but also evahtipy a label that might sign them, the
reverse of the more traditional pattern. Interaelio was a new partner network, a new
promotional method joining more traditional platfts such as TV, radio and live

performance. As Garageband CEO Ali Partovi said:

“It's amazing to me that the mainstream industiy/inat paid more attention to this
kind of thing...Why not sign artists who have alreawigde it on Internet radio? That
makes it much more of a sure thing on traditioadia."” (Borland, 2005).
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In Summary:
MVine’s proposed partner network: not only digital distributor but also use of canser

as outsourced A&R functionality arising from newuaframework

Challenge not enough users to provide credible guidande adich artists to sign, lack

of network effect.

Key Characteristics: control of value adding processes is increasingsmg to the
creator and consumer of music, so any ‘partnersapvity intending to mediate this
relationship and any mechanism intended to proaatess to these new sources of value
has to place far more emphasis on understanding@uwnmodating potential partners
than had been the case with previously controlfetliaear music industry models.

6.4.3 Resources and assets

Osterwalder follows Grant (1995) in categorisings into tangible, intangible and human

assets, each of which is required in some degre fion to create value.

I. Tangible assets

Initially the company was set up using minimal thteyassets (which Osterwalder
illustrates using equipment, plant, cash reserv@®r than the investment made by
shareholders in the company, and the use of sompwer equipment belonging to one of
the Directors. As it developed, the tendency willdattry and avoid any major capital
outlay where possible, so rather than having aeckaoffice the company used virtual
offices, and continued to hold meetings in onetbheoof the houses belonging to
shareholders. As the label developed a numbegafrgls occurred and each of these
provided assets in the form of CD and EP recordiagsvell as digital downloads which

had an asset value once sold.

ii. Intangible assets

According to Osterwalder, such assets includelet®lal property, patents, and
reputation. All of the software used to create tgiivk platform, except the Player, was

open source and therefore theoretically of no petgmy value to anyone. A major source
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of brand reputation was based upon the high profitbe music industry of M (a founder
partner of the firm together with his previous sahoiend J). It was upon him that a large
part of the promotional activities planned for tharketing of MVine were based. Whilst
this element will be discussed in more detail | $lection on Human Resources below,
there was great potential for value to be contatub the company through M’s reputation
and profile. His family background and activitiesthe music industry were both outlined

in the biography about him found on the MVine wéhsi

“M, Director; Son of legendary folk musicians arahgwriters, EM and PS, M has
been involved in music all his life. As a writeroducer and guitarist, he has
worked with artists as diverse as The BackstregsBBonan Keating, Eddi
Reader, Cathy Dennis, Latin Quarter, Brian Kenrealy Sarah-Jane Morris.”

iii. Human assets

The management team of MVine represented a cotgpgbhuman assets. As well as M,
mentioned above in light of the very high profiledareputation that he brought to the
company, It was important to the whole manageneartto be clear about the democratic
structure behind the company in order to distingtiemselves from more traditional,
‘corporate’ major label attitudes, a fact reflectedhe ‘About us’ section of the website

which read:

“J and M went to school together. Life was nevershme for J after M loaned him
a Frank Zappa album. Years later they met up apaough Friends Reunited and
realised that, despite bizarre musical differenttesy still quite liked each other. J
and F speak the same computer language so bondeetiately. J and B once
worked together and even though she’s taller thantihey usually see eye to eye.
H worked with J too and is taller than both ofrthévl and HP were next-door
neighbours and when HP moved house, M went tooy b/ have five children.
M met C while recording an album and we like thet that she can’t decide
whether she’s an Australian, a Kiwi or a Brit. &l M met on stage, survived a
pop-tastic world tour together and now figure tikay cope with just about
anything.”

The additional credibility and profile that MVin@ped to accumulate through using M as
a figurehead was diluted by the fact that, as &imgrproducer, songwriter, and
manager/musical director for a variety of well-kmoartists his time and availability was

severely limited. It was not possible for him taohate the amount of time and effort
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required to promote MVine from a personal perspectand whilst marketing materials
always reflected his very strong musical heritdge hame did not become intrinsically
linked with the website. This reduced the poterigtefits that his profile could have
provided as a potential resource to the comparg/sehiedule for the final three months of
2005 is indicative of this problem (see AppendixIE¥hould also be noted that each of the
MVine team were also responsible for other famiig/ar employment and work

activities, and running MVine was an unpaid, penetjob for almost all of them. This
necessitated many late nights and working weeketalgn optimal situation for any

individual or for the team as a whole.

There are many examples of online music destingti@mnted or represented by high
profile music industry individuals and groups whovide illustrations of the real value
that this aspect could provide in an increasingiympetitive marketplace. Peter Gabriel,
former lead singer of internationally popular grasenesis was one of the very first
artists to get involved with the Internet througBZXOn Demand Distribution) which was
launched in 1999, and since then has been invaltida variety of innovative digital

plays, most recently TheFilter.countip://thefilter.com) which promoted itself as “an

online discovery experience that filters the wantdnline entertainment and information,
personalising it for each individual user”. Gabigpresented on the website and in press
releases as an active partner in the venture psiinig it glamour, credibility and validity.

In reality it is his company “Real World Recordshieh has part-funded the operation,
together with other funding from a venture capitaipany. Thefilter.com is managed and

run full time by two individuals with no internatial profile.

John Peel was an English radio DJ who, during figears at BBC’s Radio One until his

early death in 2004 discovered a huge variety of-regendary globally successful artists
such as Pink Floyd, David Bowie, Elton John anetfi®od Mac. Unpredictable Porridge
(http://www.unpredictableporridge.com/default.aswas a website set up by his son and

Universal Records as a mechanism by which new asmjned artists could continue to be
‘discovered’. The selection process was still eariout by the record label’s internal A&R
processes, but the use of Peel as a figurehedldefavebsite — his image is retained on
every page — was quite deliberate. As his sontssiant on the website illustrates:
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“You can see the fact that my dad, John Peel's, li@ads the page as a statement
of intent, an indication of our desire to contiragene of his good work bringing
unheard new music to a larger audience. He onéedadle majority of mainstream
radio's output ‘incredibly predictable porridge' vee, rather clumsily, have called
ourselves Unpredictable Porridge, in the hopeleatan fill part of the
considerable gap left in his absence.”

Similarly, TuneTribesWww.tunetribes.comused the profile of Tom Findlay, one half of

well known dance act Groove Armada, to help themegate interest and credibility
around the launch of what they called “the firatytindependent music download

service...record shop online”.

In Summary:

MVine’s proposed resources and assetseputation of M the major initial asset

Challenges M too busy to be full time representative of M¥jrhuman assets not
dedicated to MVine 100% of their time.

Key Characteristics. the new value framework provides opportunities\ary stage for
consumers and artists to create their own ‘ressuerel generate their own ‘assets’. Those

offered must therefore be greater than those ligatisers can access themselves.

1. If the opportunity exists to use a high profileiiidual to act as an ambassador for the
company this can support all other elements vegctvely.

2. Understanding the nature of the target audiendebeitentral in ensuring that such an
individual, if not integral to the company at iteeption, is correctly identified.

3. lItis important for both company and individualr&alise that the reputation of the
individual will be tied to that of the company avide versa.

4. For the artist; the most important intangible asset that you @athe copyright in
your music. It is up to you to decide if you wilkg this away in return for greater
engagement with your audience. Intangible assets @sireputation can be enhanced
or worsened through the long or short term muselationships that you forge

through work with other artists.
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6.5 Customer Relationship

Osterwalder proposes that “through the use of iI@#hs can redefine the notion of
customer relationship(2002, p5) with particular reference to the creatdan
information strategy in order to find out more abtheir customers, covering new and
various channels to market in order to ensurettieatustomer is satisfied, and so

generating satisfaction, and therefore trust agdlty, in their customer base.

6.5.1 Information Strategy

ICT can provide information about who customersaar@ where they are based, what they
do online, when and for how long. This allows fettler targeting of promotional and
marketing activities but also allows each individizebe served with more relevant and
personalised information within their experienceatebsite, which also tends to
engender loyalty and trust. The MVine software haery powerful business intelligence
engine which was capable of supplying a vast amoiiotistomer profile data about the
users’ activities on the website. This data inctutteeir geographic location, the time of
day they logged on, where they went within the websvhere they did not and which
pages they visited most frequently, what browdeey tised, and where they stayed the
longest. It also analysed their music consumptimmough identification not only of the
ranking and comments on each artist but also wénitthts were listened to most
frequently, by whom — even down to the gender oséhlistening (although this was
determined through user-input data and so, althaugjbative, was not completely

reliable).

This information strategy was capable of providiegy valuable data, representing a rich
source of potential for the selection and marketihgotentially popular artists as well as
the opportunity for MVine to identify, inform an@mmunicate with users. The digital
interrogation of on-site activity enabled each usdre served up with a very specific
selection of music which, whilst apparently randaontained (in every 10 tracks served)
a set number of high-ranking and new tracks as age#l broad range of tracks that didn’t
fall into one or other of these extremes. This esdthat all artists got a fair hearing, but

also helped to check on the veracity of commendsvaiies on high ranking tracks.
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Osterwalder comments that the importance of tleseht of the customer relationship

may depend upon a large user-base:

“A firm with a large base of users, and a way gidéy extracting feedback and
information from those users, may be able to iments products and services
faster than its competitors”(Osterwalder and Pign2002 p.6)

The issue of critical mass can be seen to conteetfore again at this point in the
description of the MVine business model. Despiteviealth of potential information that
MVine’s business intelligence software could pravidnalysis of the activities,
preferences and online journey of tens of usersneéas valuable as analysis of hundreds
or thousands of users would have been. The laakytategorisation also meant that is
was not possible to personalise the music to stesaof each individual listener as there

was no way to analyse common characteristics lgkneir preferred music.

Others were more successful in tapping into theraativity facilitated by the new value
framework in order to generate, maintain and grosvdritical mass needed for useful
analysis and sustained success. As well as indilaitists, many of whose activities in
this regard have been documented in Chapter & there notable music services whose

information strategies were particularly successful

Pandora.com used a recommendation engine, bastatagenerated from the Music
Genome Project, which took into consideration ald@® different attributes for each of
the thousands of tracks available through the isitdding composition, melody,
harmony, instrumentation, bass line, rhythm, voeals lyrics. Whilst the website was
based upon data that pre-existed any user actiligyglata generated by users was
fundamental to Pandora’s success. Once a usegcstarjenerate their own set of
preferences through the creation of their own pebsed ‘radio stations’ on the website,
they were tied in and would come back over and again, recommending the music that
they found on Pandora to their friends throughraatgve capacities built into the website.
These activities supported Pandora’s ability tovle excellent customer service and
generated loyalty to the website. They also redulteisers providing Pandora with a
collective set of data about what music they liked didn’t, which informed future music
offerings served up to them. This ensured thanists would frequently find that they

enjoyed the music that they heard on Pandora andrgcued to come back for more.
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In another example of the power of technologicgyerated information the BBC trialled

its ‘Sound Index” softwarehftp://www.bbc.co.uk/soundindéxivhich was in beta for 6

months as a proof of concept test only. This welisibk information from Bebo,
MySpace, Google Groups, iTunes, Last.FM and YouTadmut what tracks and artists
were being blogged about and otherwise commentedatched, listened to and
downloaded. This data was refreshed every 6 howdrsised to generate a top 1,000 list,
what was described aa fnusic buzz generated entirely by the publidiere was, even at
the beta stage, some concern about exactly whaicsetere being used and how
comments and other such activity was weightedamiqular because the BBC as a brand
lends such power and credibility to informationtdimited in its name. As a non-
commercial operation the BBC did not at the timevafing have any obvious business
model behind the site, although the user could g@a¢heir own personalised chart
tailored to suit their personal details — age, iora musical taste — and it is possible that
this data could be used to inform subsequent BBE&igmprovision through TV and radio

outlets.

In Summary:
MVine’s proposed information strategy. Powerful business intelligence software

providing detailed statistical information abouti@ties of each user.

Challenges lack of critical mass and lack of musical classifion/genre on website

reduced value of this information.

Key Characteristics once the infrastructure is in place, the usentdrrogative
technology to find out as much information abowt #ctivity of users online activity is

critical to informing successful and profitableatbnships with them.

1. The use of non-invasive technology to identify whisgas consumers and artist are
using, contributing to and avoiding is essentiabiider to optimise the content of the
online music environment.

2. Itis important to acquire as many data sourcgmasible in order to inform marketing
and promotional activities with real precisionpiarticular a facility through which

listeners’ preferred musical tastes can be analysed
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3. The validity of any interrogation of user actividlgpends upon there being sufficient

users to support quantitative analysis in the fitate.

6.5.2 Feel and Serve

This element is also described as ‘distributiomncieds’ and Osterwalder uses Hamel's
2000 definition, referring to the way that a compagnes to market and ultimately reaches
its customers; the choice of channels that the emy s going to use to deliver its value
proposition to customers. Osterwalder supportsePerassertion (2001) that ICT, in
particular the internet, have the potential to clem@nt rather than cannibalise a

business’s distribution channels.

MVine’s channel strategy was almost exclusivelyitdigThe bulk of activity and sales

from MVine occurred through the websitevat/w.mvine.com Singles were available as
downloads. As has been mentioned, [PIAS] Entertaimtr®roup was used as an online
intermediary and partner for the delivery of dibitausic to consumers. Other album sales
were made by signed artists themselves at live shamd through an internal “pick-and-
pack” operation run out of J's garage when necgss&asterwalder reinforced the
importance of a clear understanding of the chamtefactions throughout the customer
buying cycle of ‘awareness, evaluation, transachiot after sales service’ which he
adapted from Dolan (2000). Awareness was provided/iVine artists and MVine as a
label through magazine advertising, flyers and grgsat concerts and attendance at
conferences and trade organisations events. Awssa@iévVine was also intended to be
achieved through the online chat and message haardsvaluation acquired through

users viewing the comments and votes registeredsigsach track.

Lack of funds meant that the 2005 allocated adsiagibudget of £10,000 was reduced to
£5,000 in order to free up money to be spent aresafng the website. This in turn meant

that what advertising there was could not be agsycead or impactful as was required to
get the awareness of a large number of potenteaku$t was not possible to measure after
sales service as the level of transactions onliag small (although there were no

complaints about those that were performed).
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ICT offered increased opportunities to personaeeh of the different phases of the
customer buying cycle, by tailoring messages dede¢o individuals dependent upon their
activities online to date; again MVine sufferednfra lack of sufficient usage to benefit
from this key characteristic of their business mod@lkere were plans to provide
individuals with compilation discs once they gofifteen favourite tracks, but this
situation never arose with enough regularity to enidlof value to set up the mechanisms

which would have been required to make this happen.

Impeding the direct communication that the new musiustry value framework
uncovered was the fact that online communicationhaeisms were not working well. In
November 2005, HP said

“Repeat marketing, cheap marketing is absolutaticat. We need to encourage
more talking and voting and that’s only possibleAmyd of mouth. We have to get
the message board working absolutely properly”

This comment was immediately followed by M who gethout “I don’t mind following
on from that — it's incredibly important!! One ofioown kids has a message board
working better than that”. HP made the point thatmessage board was totally different

to others in regular use online, saying

“l see no reason why ours can’t follow the samelaf every other message
board in the world. With the same layout, peoplergwhere will understand it,
and it will make them feel like they are involveadanot the only person in the
world. Without that we are relying on goodwill.dt¢rucial if we are going to build
a community. Building a community feeds into evetlyer aspect of what we are
doing. It may look like a small part of the webdig | think it's crucial to bringing
people in to buy our records. | want us to be, year’'s time, a vibrant community
that people are communicating on and not necegsdordut our artists — in the
same way that MySpace tapped into the teen maritsta-crap site and lots of
discussions agree with this how hard it is to usat.itmever ever advertises. It's
word of mouth. There’s no reason why those outgiddeen market of MySpace
couldn’t see MVine as that sort of destinationtfogm”.

Groove Armada’s Andy Cato illustrates clearly thportance of speed, simplicity of
access and the importance of immediacy and interaatith his audience. In July 2005
Cato confirmed an exclusive distribution deal Witk mobile service provider O2 (Baker,
2005). Under the terms of this Cato was to protetracks a week exclusively to O2, so

that their subscribers could download the song€foeach. Cato and O2 shared the
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earnings from this evenly. For Cato this was aipaerly attractive method of promotion

because it fit in with his production methods amel mature of his audience:

"What appeals in terms of dance music is the spé#tke turnaround...Working on a
new track on a Monday and releasing it on a Fridan adrenaline-fuelled way of
working." (Baker, 2005).

He was also interested in the opportunity to takeaatage of a ‘just-in-time distribution
philosophy’, releasing individual tracks as soonheey were completed, rather than waiting
until there was enough material for a whole alb@ato also chose to release his work in
the unprotected MP3 format contrary to O2’s usuatgrted formats in order to encourage

greater redistribution.

The Internet can connect individuals through saegvorks - communities of shared
interests, such as Friendster and MySpace. As esgiled in Chapter 6, Fall Out Boy
used these communities, and the technological polvasftware such as Google Maps, to
reach directly to their fans and use them to sptieadvord about their tour, venues, tickets
and availability. This would have historically remd the use of a costly and complex
nationwide radio, poster or TV campaign. Howeveotigh the Internet it was simple, cost
effective and impactful, generating very persongiiest in the method that the artists used

as well as in the music and tour information thatytwere promoting.

SecondLife — already identified in Chapter 6 as @ehnological platform which enabled
fans to interact more directly, although virtuallyith their favourite artists — was also

responsible for providing new and innovative disition routes for artists. The following
two examples illustrate the increasing value afual worlds to real life artists and fans in

providing distribution mechanisms and contact Eothat would previously be impossible.

Von Johin was a blues artist from Nashville, whd Bpent a large proportion of his career
playing small clubs and independent venues achesbhited States. He also played in
SecondLife every week in the Blue Note Club. It waSecondLife, rather than in the real
world that scouts from Reality Entertainment camm@ss him and offered him a real life
recording contract, to continue playing his freaaarts in SecondLife whilst also
supporting his busy touring schedule and replicggilements of that in SecondLife (Scott,
2010)
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SecondLife artists have also found new ways taitige their material and get paid for it.
Keiko Takamura created an in-world approximatiomafPod (a ‘myPod’ as she called
it). Other avatars could see her videos and listdrer music through this online device
and buy her music in SecondLife’s online currerbg, Linden Dollar. Whilst the
transaction occurred within the confines of thar@Virtual environment, the MP3 that
the user had paid for was a product that they coattspose onto any MP3 player in the

real world.

Pay me to download MP3 Current song: To The Beat
Price: L$400

Previous song * * Next song

* y

Listen to WAV preview

Fig 6.1 Keiko Takamura’s ‘myPod’

Buskirk also comments in the same article on aarestbn of this activity, a company set
up ‘in-world’ called SecondTunes, which allowedinduals to sell either their own
music, or even other people’s music (althoughrigired payment to whoever held the
licenses for that music), effectively becoming dual distributor. Even live concert
promoters were also keen to participate in thedtfencheaper and more direct-to-user
digital distribution. Although online content dismtion had been tried in the late 1990s
the experiment (run by House of Blues Entertaininfenindered because of the lack of
broadband enabled computers and the high cos99 $&r show — which audiences

unused to buying online content were unwilling &yp
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By 2006, however, broadband connectivity and coresahincreasing technological
sophistication encouraged Live Nation, the worldigest concert promotion company, to
wire 120 of its outlets to record concerts for intt and other digital outlets. Chief
Executive Michael Rapino, who intended to bundlesaf webcasts together with
merchandise and ticket sales, said "There's anrappty to say: 'Didn't make it to the

show? That's O.K.,"...(t)hat's something we haveséntable to say for the last 20 years.
(quoted in Leeds, 2006)

In Summary:
MVine’s proposed distribution channels purely digital distribution strategy, partially

offline/online hybrid marketing strategy.

Challenges minimal marketing budget, small audiences, difies in uploading initial

high quality music files.

Key Characteristics the infrastructure through which the company’sibass model
delivers its value proposition must be simple aaslydo access, and provide a route to the
right market for the artist, and to relevant cohtama required commercial offering to the

consumer, which they could not easily access eleesvh

1. Distribution must frequently be possible over agezater distance and in more
different ways, through more different channelgntkraditionally expected.

2. Offer consumers more than they can easily acghemselves.

3. Innovative uses of technology to deliver valuerid asers can be of value as
promotional tools, in that users will promote theaianism as much as value its

relevance to them

6.5.3 Trust and Loyalty
The positioning of the label as one that couldrbsted was integral to its operation — in
early briefing to the web development team theaeseer used the following list of key

words for them to keep in mind;

“innovative, original, new approach, win/win pantsieip, welcoming, honest,
truthful, democratic, fair, transparent, particggt focussed on objectives, goal
oriented, aspirational, organic” (¥2pril, 2004)
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As Osterwalder points out (p7) in an increasingiyual environment, issues of loyalty,
trust and confidence become ever more importanhdagidual consumers are required to
put faith in payment systems and people that tlaeye mever come across before. He notes
that confidence, trust and loyalty are partially tesult of efficiency in the processes
which touch the customer and their resulting satisdn, which relates directly back to the
comments made about ease of use and accessibithig icapabilities’ of the company,
above. But also the value of the brand is equallyartant, a factor which links back to the
‘intangible assets’ also noted above. An importdement in the generation of trust in and
loyalty to MVine was its ability to provide listereewith an environment in which they felt
involved and engaged. Communication with poteratiad current users was always
painstakingly and carefully constructed to be sheat it was friendly, welcoming and
accessible to anyone receiving it, whilst bein@clend setting out clear expectations of
what the label would and wouldn’t do...

“Our signings are driven by consumer choice, besavestrust our audience to
know what music they want to buy. We promise tddbeto the artist at all times,
and we believe that it is critical to give themagportunity to engage with the
MVine audience on a personal level. Once signedsetep a programme of
controlled investment in each artist, working taligtic and sustainable sales
projections. We will always make each artist animsic part of the marketing
team.”

It was equally important, however, to provide adeva range of music as possible, of an
acceptable quality for the audience to listen sanéial promises were made that this
would be the case:

“...come and visit MVine (www.mvine.com/music). I@struly interactive
independent record label for active artists anaiopiated audiences; chock full of
new and inspiring music”

The capabilities required to provide the value psifion have already been shown to be
lacking above. As well as the largely technicdlias, there were no mechanisms in place
to encourage significant customer loyalty, in mantr there was nowhere for a community
to converse for many months, and it has alreadg heted that blogging and other chat
mechanisms were felt to be part of a ‘phase twbé Tack of sufficient artists to provide
the promised variety and quantity of music, andcdesistently low ratings given to the
bulk of the music listened to, also made it diffidor MVine to deliver upon initial

promises, thus threatening the trust and confidématethey had tried to build up
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throughout their relationship with their userscomversation with users of the website,
comments made by artists on their own and otheusiareflected this problem:

“l signed up presuming that | would be one of mangl amongst other people who
played good stuff. | know it's all different, andjét the non-genre thing but | did at
least expect to be with peers, guys | respected l@ast could see were trying.
Some of the stuff on there, and there isn’t thatimiwom what | can see, is just
crap! Can'’t you filter before it gets there? | mgbknow that almost defeats the
purpose of letting us choose what we like but sutteére has to be a pain threshold
that even you guys can feel?”

As an example of successful creation, maintenandestiengthening of relationships with
their fans, Marillion once again prove valuableil&uag upon initial email
communications from the late 1990s the band coatiraver the early 21Century to
integrate their fans into as many aspects of therk as possible. Starting with the pre-
ordering of non-existing albums in order to fundittcreation as already described in
Chapter 6, the band continued to use ICT to deapdrbroaden the extent of their
relationship with fans in many ways already desaiblhey offered a prize of £5,000 in
June 2008 for the fan whose video of the band’s siagle “Whatever Is Wrong With
You” got the most views on YouTube.com. Ensuriragf #very fan, regardless of ability,
was encouraged to participate in some way usingd&sily available to them, they ran an
online video presented by two of the band membetheir website at

http://www.whateveriswrongwithyou.corekplaining the rules of the competition, and

commented:

“Not the video-making type? We're spreading thedaamound the internet but you
can help too: check out as many videos as posséikethem, comment on them,
pass your favourites on to friends... Linking te ttontest or our website from your
blogs, Facebook and MySpace pages, and even pevselnsites is a great way to
spread the word - or if you ARE uploading your ovitkeo, a great way to get
views! (Of course, having a particularly funny erusual video that will make
people watch it more than once would work, to&egp watching, and keep 'em
coming!”

Another less high profile example is that of Jailee8y, a Canadian singer songwriter. In
late November 2005, she opened her own digital eratsre at

https://www.sheeba.ca/stomshich illustrated how artists could reach out dilgto their

fans without the support of a record company, angdbing so not only distribute their
music, but also make a profit doing so. Siberryrti use technology to prevent her music
from being copied or exchanged; it was encoded &3 kbérmat and could therefore be

played on any digital music player. Siberry actyvehcouraged her fans to re-distribute the
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music and so spread the word. She also used detelfimined pricing model, so that the

user could pay what they wanted to for the musptidds included:

e free ("gift from Jane")
« astandard price (CAN$0.99)
» self-determined price - pay now; or

» self-determined price - pay later (to facilitatgbrefore-you-buy)

After acquiring the song, consumers could forwalidlacontaining it to up to five other
people, to encourage uptake by new listeners tonlisic. As well as this alternative
pricing model, Siberry offered a radio station angklection of videos both playing music
and showing products featured on her website. @mwhbsite in March 2006, Siberry
documented how she had sold her guitar, a harpmremy of the contents of her house to
ensure that she could continue to create the nthasider fans loved — and many loyal fans

lined up to buy from her in support of her endeasou

Siberry encouraged trust and confidence by allowi@gaudience to choose what they
wanted to buy from her — or whether they wantethtdirst and buy later. Statistics from
her website show that only 9% bought at less tharstiggested price and 12% paid more
than that. Equally revealing was the fact that dri#6 ‘took’ the music for free, with the
remainder paying either on the spot or after theey $ampled the music. The very personal
and direct relationship that Siberry developed wigth fans through both live concerts and
the website, forums, feedback and other commumwigatmechanisms in place online,
ensured that her fans wanted to see her succeerbatidue to produce her music and so

they paid for what they could have taken for free.

Kevin Kelly posted his widely-quoted blog “1,000uérFans” in March 2008. He

proposed that an artist only needs 1,000 true-fahsse he described as:

“someone who will purchase anything and everytlyiog produce. They will drive
200 miles to see you sing. They will buy the sugeduxe re-issued hi-res box set
of your stuff even though they have the low-resiar. They have a Google Alert
set for your name. They bookmark the eBay page eweur out-of-print editions
show up. They come to your openings. They havesygutheir copies. They buy
the t-shirt, and the mug, and the hat. They caai't t¥ you issue your next work.”
(Scott, 2006)
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The loyalty and trust that these fans feel forrtheroured artists will, Kelly argues, result
in them spending at least $100 a year on mategoiai$uced by that artist - a total of
$100,000 annual income direct to the artist. AdyKsdys, “$100,000 per year ...minus
some modest expenses, is a living for most folKelly goes on to point out that the
increased connectivity of artist and fan refledtethe value framework contributed herein

lends itself to this concept of success very well:

“Blogs and RSS feeds trickle out news, and upcorapearances or new works.
Web sites host galleries of your past work, archigbiographical information,
and catalogs of paraphernalia. Diskmakers, Blupidr prototyping shops,
Myspace, Facebook, and the entire digital domaioaaispire to make duplication
and dissemination in small quantities fast, cheapeasy. You don't need a million
fans to justify producing something new. A mere thausand is sufficient.”
The author would dispute the economics of Kellyguanent for a variety of reasons: an
individual spending $100 is not the same as $166tpo the artist. The production of
$100 of profit requires a significant investmentiofe, effort and even money dependent
upon the nature of the artist’s business, and th&tion of product or service worth this
much year on year may or may not be sustainableieMer it does tend to prove that the
principle of loyalty and trust between the artistlaheir fans is an indisputable factor in an

individual’'s decision to spend money on that artist

Amplifico provide an example of a band using thielnet as their first and main
promotional tool, getting the loyalty and trustasf international audience despite having no
label, manager or publicist. Amplifico's experimemt podcasting from their website
(www.amplifico.con) got their songs played, singer Donna Maciociareded, on around
100 radio stations worldwide (Eaton, 2006). Like #rctic Monkeys, they gave MP3s

away free, but they also sold them. They used bpetavorking website

www.MySpace.conas well as their own web pages to promote thesicmand Maciocia
blogged on a regular basis (for example every pgdsour of her week with popular
singer/songwriter K.T. Tunstall is documented ogirtlvebsite). The site contains
everything from tour diaries to video footage of glifico in the studio, playing a gig in
Asda, and guitarist Ross Kilgour dancing in a akpall intended to add a sense of
individuality and personality to the band. Macios&d:
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"We had this one comment... it said, 'l love listenia your podcast, but | don't know
if I like your music yet." | thought that was fasating. It's shortening the gap between
audience and band”.

In Summary:
MVine’s proposed approach to trust and loyalty capabilities important, also providing
involving and engaging environment and adherengedmises for provision of wide

range of new music and large audience of listeners.

Challenges website and media player found to be off-puttohgspite two renovations did
not facilitate community involvement, no signifitaamount of high quality new music or

audience as promised.

Key Characteristics. the new value framework is an open and transpa@rstruction,
similar openness and transparency is required sihbases building their models around it
in order to generate trust and loyalty — ‘the bfasdmportant, but no longer sufficient in
itself. Because every company has the capacitgrapete for individual consumers across
such a huge scope of activity, the concepts of &amd loyalty become even more critical

to competitive advantage

1. The brand becomes increasingly important, but dridyilt upon a credible and
relevant business model.

2. The nature of the intangible asset of reputatimyudently held within the human
resources involved in the company, can be very rtapt The reputation and therefore
trustworthiness of the company will reflect thedibdity of any names attached to it
through such ‘brand evangelists’.

3. Trust, loyalty and confidence are increasingly ireg by robust capabilities.

6.6 Financials

Osterwalder notes that this element

“Iis transversal...because all other pillars influeiicecomposed of the revenue
model of the firm and its cost structure (which)edmine the firm’s profit model
and therefore its ability to survive in competiti¢@002, p.7).
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6.6.1 Revenue model

This is how the company translates the value #&rsffo its consumers into money, thus
creating revenue streams (Osterwalder and Pig860e). MVine had originally intended
to create a variety of different revenue strearfrem investment, through signed artists’
album and single sales, to the more granular lefveélling individual tracks by unsigned
artists. Revenue streams initially considered idetuequity finance, 50% of signed artists’
revenues, sales of their CDs in shops, sale ofurnass’ comments for artists to buy,
subscriptions from industry bodies, record compaaied record labels, sale of
compilation discs and licensing of MVine businaggliigence software to alternate (non

competitive) users.

Apart from the equity financing that the companyswaccessful in raising initially, the
other revenue streams were not positioned so @®tade direct and immediate returns
into the company. To get to the stage of re-licemshe software or signing an artist — the
point at which it was hoped that significant revesiwould arise — took a long time and a
lot of man hours. Initial revenue streams weresfaaller and less predictable or valuable,
arising from sales of individual tracks and occaalalbum sales at live concerts from the
initial signed artists. There was no obvious solutio the problem of how to avoid
competitive record label executives simply registgas an individual rather than being

made to pay a subscription.

Revenue streams were therefore adjusted to prewdéeer range of more immediate
revenues into the company from its launch. Voterdabuy whatever music they wanted
to, even from those artists not signed up to MVasedownloads (79p for unsigned, 99p for
signed artists, and £10 for albums). Personalisetpdation CDs would be created and
sold using each individual’s ‘favourites’ selectias a guide. Charges to artists for user-
generated comments were implemented and MVine walstwsell artists’ CDs for them

for a small percentage, whilst artists took respmlity for their own post and packing.
Classification of each track within a similar taxomy to that used by image libraries or
other such organisations would allow sales of samkpartial tracks to advertising
agencies, corporate video production companiesenidar bodies. Ringtones were to be

sold from the website. The more substantial bugéorierm revenues were still expected
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from sales of signed artists’ materials and licegsif MVine’s business intelligence

technologies.

In hindsight the application of charges for manyhase functions was erroneous, and this
became increasingly obvious as other websites gpranwhich provided the same
functions — and frequently more — for no chargallafThe concept of charging a
subscription fee to other labels and industry tiaoldies so that they could “listen in” to
new unsigned artists rapidly became redundant asites like MySpace gathered
momentum and provided an enormous store of potentiaic acts for label executives to
access and assess freely. Similarly the provisi@mat functions on such websites allowed
artists to interact directly with their audiencalayet their feedback on individual tracks,
lyrics and music without having to pay any moneaythese. Artists themselves commented
that they would rather give their music away thamiade to pay for it, just to get

exposure:

“Why do you charge for my tracks now? | thoughtythere going to be given away —
| just want to get them out there, nobody needsagofor them! They can just go to
my MySpace page, and get them for free, you’regusting them off listening!”

A, senior major label executive, demonstrated bjdhat to generate maximum revenues
was an increasingly complex operation, as it wagsgary to release a new album or

single track across all possible formats.

“The number of mixes & versions which we now havereate around a release all
increases our workload in a time when ... revenuélanndustry are declining.
High profile releases are now often accompaniedundreds of digital formats
and products including the album itself, digitalgles and bundles, exclusive
digital tracks, artwork, videos and a range of picid for mobile like ringtones,
wallpaper and all of that creates a much widerahér the consumer. The
number of tracks available in the largest digitatas doubled from 2 million in
2005 to 4 million in 2006, while the largest spéistanusic stores have a
maximum of 150,000 CD titles physically availaliBair consumers have rated the
best attributes of digital music as being ableard the music they wanted and the
variety of choice. In addition to the wider chqitlee ability to buy individual
tracks is also very important. For one album in tmgtory alone, we will release
at least an album digital download and ringtonp, @t least one digital video, a
promotional CD single, that single as a digital dévad, the radio edit of the single
as CD and digital download, a 12" version probabits good enough, and
possibly a remix version on CD, vinyl, and digidawnload. Each has its own
catalogue number, revenue stream and set of magkatid promotional activities
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around it ...if we find it hard to keep up, not omlith producing but tracking all of
this activity for every single we release how daesndividual or a small,
independent label manage?”

MVine’s proposed revenue streams were thereforeyraad various, but none were
significant as the traditional music industry pipelprovided. Reflecting the new value
framework underpinning the music industry, an iaseein the number of formats and
delivery mechanisms, combined with more direct ssde their fan base, and a more
active participation in the promotion of their mughrough that fan base meant that artists
had a very different range of opportunities opethtam both through their own
engagement with their users. This was not just#se for individual artists such as
Siberry (above), but also for a range of intermgadveebsites which provided simple,

innovative ways of providing new music and fundihg process.

SellABand and SliceThePie have already been diedussChapter 5, and Amie Street and
Reverbnation are detailed below. Each of thesescsts®vs an online music environment
which has one or both of the following charact@ssta revenue model specifically crafted
to ensure the fastest acquisition possible of asymaers as possible, and the provision of
as many ways as possible for those users to coneatenwvith other users of the site and
those they wished to encourage to come and ussténd his in turn helps to create a level
of critical mass at which the revenues that co@dénerated from each one of an
audience increasingly used to free music (throwdgsariptions, download purchases,
advertising sales and other revenue sources) begamiile aggregate, enough to

successfully underpin the business.

Amie Street\Wwww.amiestreet.cojrwas an online destination where artists couldagbl

their music for promotion and sale. Users formedlametworks with friends, and could
both listen to and purchase music. All songs werRd/Efree MP3, and of perfectly
acceptable quality (around 192kbps). All songs virtally free to purchase, however
prices fluctuated over time based upon user demaidhe time of writing, the highest
priced song of the 273 uploaded is $0.36. Useriklamarch, browse and listen to
streamed music for free. Users who purchased acsmrld recommend it to their friends
using a limited number of “rec’s” that they recaiv@ne per dollar they add to their
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account). Once recommended, users got account dréw price of the song increased,

giving them an incentive to find and recommend gouagic.

The mechanic was simple - if a user “rec’d” a sah@ cent or above Amie Street paid

half of the difference in the price. So, if usemsc” a song at 10 cents, and it ends up being
bought at 90 cents, Amie Street paid 40 cents @fdtie 80 cents difference). If a user
“recs” a song while it was still free (0 cents)dahended up at 98 cents, Amie Street
deposited 98 cents into their Amie Account. Amiee8t paid more for “rec’'ing” a song
while it is still free because they wanted everyonéAmie Street to keep on
recommending undiscovered songs, thus engagingtiathsers that they had and
acquiring as many more as possible. Artists kept @0proceeds after $5 in sales and
were not required to sell their music exclusivégough Amie Street, in fact they could

remove it at any time.

Amie Street (as well as previous examples of Safldkand Slicethepie) illustrates how,
with sufficient users, numerous small revenue stgeean be aggregated in order to
support online music industry intermediaries’ bessmodels. Even sites such as Reverb

Nation (vww.reverbnation.copnwhich were purely advertiser-funded provided denand

varied range of ways in which users could intevatt, re-distribute and promote the
music on site in order to attract a critical mafsartsts and users, and retain them once
they were linked into the ecosystem that the welmidvided. Artists were encouraged to
use the site as a central repository of all ofrtbemmunication and information streams:
songs, pictures, videos, biography, recommendatldog and news items were all posted
and automatically updated if changed elsewherey Weze able to synchronise their
content with that on other social networking sitest they used, and provided with
traceable viral marketing tools to help with proraotof their music. They were
encouraged to recruit other users to re-distribnte promote their music, and this activity
was also measured; their communication with fans sugpported through a bespoke, free
email solution which could import contact lists arging age, gender, location or other

data within these lists, send out unlimited freaisto them.

In Summary:
MVine’s proposed revenue modelequity funding, plus 50% revenues from signedsert

and income from paid for downloads and other sffilncomes in due course.
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Challenges revenue streams too back-loaded, not sufficiprftant income to ensure
sustainability, not enough users to provide eviddoc artists to sign, or to buy enough
downloads to create profitable revenue streams.

Key Characteristics: cross cutting factor, affected by all other keyrelageristics: no
combination of key characteristics is sufficientn&é company does not base its business
model on the new value framework and thus readcitieat mass of content, interaction
and usage. Without this there will be insufficieeNenues to support the continued
existence of the company. Offering artists the oputy to benefit financially is of great
value to them, and possibly one of the few remajriimctions of a record label that can
not be performed by the artist themselves. Combittirs conclusion with the potential
that technology provides, highlighted in this resbato aggregate smaller payments from
consumers who value that artist’s music, resultiénconclusion that a modern day model

of patronage is technologically sustainable.

6.6.2 Cost structure

Osterwalder’s concept of cost structure is how mthehcompany spends on all the
resources, assets, activities and relationshipshwihrequires to stay in business. The
profit model is the difference between the revemaelel and the cost structure: product
innovation and effective customer relationships mihximise revenues, and efficient
infrastructure management will minimise outlay,lboan therefore be seen to maximise
the profit model of the company. As has been maetian the ‘tangible assets’ section
above, the capital outlay on MVine was initiallymimal. Only F was paid for his work,
and all software was open source. Virtual rathantactual offices were used, which
centralised phone calls from incoming businesseast suppliers and enquiries through

one route in order to look more professional.

The problems in generating revenue streams impalitectly upon the MVine cost
structure. Whilst the internal costs were relagnelv, the company still needed capital in
order to invest in current and potential signedstat With less and less money to spend on
both signed and potential artists regardless of goed they were, the company found
itself in a position where, despite investmeniyals not making enough to cover its costs,

and so positive marketing activities were ceasddanch 2006, when HP and M span out
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Red Grape Records/vw.redgraperecords.cqia traditional small independent record

label which provided a home for those artists wiiad been signed to MVine. MVine
itself was taken over by J, and has since becopiati@mrm providing collaboration
opportunities to a variety of commercial clientsah email from Frank received on"25
April that same year on looking at the breakdowthefMVine business model presented
through Osterwalder’s framework as seen in thigptdgrahe commented:

“My only thoughts are, with the experience of thstlx months (it) is understandable
why artists only get say 10% royalty and | must ey are lucky to get that.
Record companies take great financial gamblesrand ridiculous costs to get a
record away.

“New technology has indeed opened up choice —talieassame time has made it so
fragmented that the user switches off with so m@egdling their wares. A version
of the MVine model will probably succeed but wiitilé financial benefit in the short
term. The tail end is vast and does represenitagac amount of money, but there
are many other barriers that need to be taken dmfore they become financially
viable. The bar is dropping but is still to (sieyin

“Legal, financial, technology, managers, agentstritiutors, designers, mcps, prs,
aim, etc etc all cost time and money to manage a@awyao day basis. Not all are
needed for a pure internet play, but there ar@anglchasing after the audience.
Artists will have to find niche ways to promote tgelves, perhaps by (providing)
their content to a like minded company online.”

HP also commented, when shown the table for commeiyril 2010,

“Cor blimey — put like that, it's quite brutal igrit? True though. One thing that |
think is slightly missed — and a possible mitiggtarcumstance — is that, at that
time, consumers weren’t nearly as sophisticatatle@snow are at engaging with
artists (and vice versa of course). Things haveadmn so swiftly it’s difficult to
remember that we pre-dated the mass use of MySattherefore the automatic
engagement of artist/consumer. Mvine (sic) was g@bbthe first UK based model

— and the first global one outside of MySpacetrydo engage consumers at this
level, so we were trying to educate, engage ANDamakney out of them — too
much, too soon and with too little understandingoanpart. We failed to anticipate
that consumers would want to engage (seeminglyhkessly with the artist, rather
than through a medium that is perceived to be ngakioney out of the relationship.
In this case, the medium is NOT the message. Hasaidjthat, there are now so
many models that use this premise at their corettieamarket is flooded with

similar models and they’re not working either bessathere are too many of them to
provide consistency in the quality of music or to&sumer engagement experience.
We live, we learn, and still we fuck up sometimes..”

London-based band Clientele (signed to independenge Records) made use of a wide
variety of alternative distribution strategies ofe by digital technologies in order to
reduce their costs whilst increasing the numbeeweénue streams. In October 2005, they

released their new album in the classic vinyl I@hayer (‘LP’) format. A pre-recorded CD

210



was also available for the same price as the wiesdion. However the vinyl version also
came with a coupon so that consumers could dowrtteadlbum digitally. For those who
only wanted the vinyl these extras were not neeBatfor purchasers of the vinyl version,
if they also wished — or preferred — to listen fouaned disc, the digital option was

available at no extra cost.

Clientele allowed the audience to select which fatror formats) suited them best; this
ensured the greatest possible uptake of their mwsidst limiting the cost of production.
Once the consumer had paid for their vinyl albusréhwas no reason to charge them for a
download of what they already owned, when a digigasion already existed as a by-
product of the recording process and the cost d&imgat available online was minimal. As

a PR exercise this was successful in generatingrage as a story in its own right
(Anonymous, 2005b). However it also showed an ames® that the older vinyl format was
not totally redundant (indeed there was an 80%imiske sales of this format in the third
quarter of 2005 in the UK, and in the US annuasalere more than 1.2m ( ibid) see also
(Hayes, 2006) and using digital technology to supttas trend increased the likelihood

that the music would be taken up by the widestiptsaudience.

Other ICT-facilitated mechanisms to reduce thecwogterent in managing and promoting
an artist were also emerging. The Firm was an Asaarmanagement company, which in
July 2006 started a new digital record label injenation with major label EMI, who
handled distribution in North America and licensorga global basis. Jeff Kwatinetz,
CEO of the company, became aware of the effectghkadnternet was having on the
record industry, in particular the fact that thiesés that he represented were more
empowered than had previously been possible. Thpany proposed to pay artists a
share of profits rather than a traditional roy#étg, thus creating, as Kwatinetz said, “a
new music business model that shifts power batkdartists and the focus back to the
music itself” (CMU Daily, 2006)

He set up a variety of new contractual arrangemueetiseen his artists and those
companies they used for distribution, concert verarel other services, which reflected
this greater empowerment. One example is that efHihm’s client, Ice Cube. After a
hiatus of six years since his last internationba#gt-selling album, Ice Cube had spent time

working very successfully on films both as produaed actor. When his next album was
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ready, The Firm took it to every major record compdooking for a distribution deal,
which was eventually closed with EMI's (Charts) §iir label. However, they were NOT
offered ownership of the record in the traditiowaly — rather than the record company
paying for production, promotion, marketing andriition, Ice Cube paid for these
himself. For example, Cornerstone Promotion waR adgency hired by ice Cube to
promote the album; they got a network of DJs teedigteners to listen to the album on Ice
Cube’s MySpace page where the number of ‘frienaisfrom 2,000 to 150,000.

Ice Cube thereby retained all the profits fromgh& of “Laugh Now, Pay Later” in the
US: it entered the charts at number 4 and sold loaka million copies worldwide and
although EMI got distribution fees and overseaanging rights, Ice Cube kept all the US
profits not only from sales of the album but alsmni ringtone sales and licensing of music
to TV and films.

In Summary:

MVine’s proposed cost structure Minimised but included payment of F and equipment
costs

Challenges lack of revenues resulted in even these minirasiscbeing prohibitive

Key Characteristics. Cross cutting factor, affected by all other kba@cteristics:
shifting control and power back to users throughiedramework can reduce company

costs.

6.6.3 Profit Model

The revenue model and cost structures of the coyngetermine its profit model (and
therefore the company’s competitive position)

In Summary:
MVine’s proposed profit model: outcome of the difference between revenue maut| a

cost structure

Challenges this was insufficient to sustain the company
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Key Characteristics: Cross cutting factor, affected by all other keyreloteristics:
companies and artists can generate greater pesfggle from smaller sales and still create

a sustainable business model.

6.7 Summary

This chapter has opened up the MVine business nmodaglalysis through the framework
proposed by Osterwalder, supported by the new \fedueework which has been
embedded within his ontological approach, in otdassist in identifying the strengths
and weaknesses of MVine and other contemporaryamgdustry business models.
MVine’s failings were thus put into sharp reliefdhigh comparison throughout with cases
of companies, individuals and other organisatiohe were more successful in applying
the various elements of Osterwalder’s frameworkiartlilding their models of business
upon the emergent but powerful new music indusaityer framework as identified in
Chapter 5. This value framework/business modelyaisashows how MVine’s model fell
short of what was required to create a succesdifsianndustry business model which
provided consumers and artists with what they waatel needed, whilst making a profit
in doing so. Chapter 7 will conclude the disseotatifirst identifying and collating the key
characteristics of successful music industry bissmeodels from the results of analysis in
Chapters 5 and 6 and thus provide evidence foiuthamental importance of the
underpinning value framework presented in thisetisgion, and going on to discuss the
results and findings of the research in more génenas.
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Chapter 7. Conclusions

“There’s never an end. This snapshot in time tloat gre taking is
one that will look out of date in months, not yediisat doesn’t
mean that it is a picture that shouldn’t be takewerybody likes to
look back over memories and laugh at them. Sometiiike a bad

haircut, you can learn from them(X, artist, £' March 2010)

7.1 Introduction

This chapter provides a summary of the dissertatd@entifying whether and with what
success it fulfilled its objectives, and reviewihg research steps undertaken in order to
do so. Problems and issues arising around the eofithe research are identified and
discussed, in order to provide an overview of hbev/pirocess turned across the duration of
the research period. The results of the reseascheéierated and explained in brief, and the
researcher not only clarifies the level of suctkas she achieved but is also able to reflect
upon her findings and put them into a broader cdnteorder to ensure that proof, rather
than proposition, is offered to the reader. Intretpher findings to the real world, the
researcher is able to provide recommendations baséeér learning, and identify ways in
which that learning can be effectively dissemindtednsure that relevant people are not
only aware of the research findings but also geattical guidance as to how they can
benefit from an understanding of the impact of éhfisdings upon their businesses and

activities.

The chapter goes on to outline a possible vievheffaiture research landscape in this area,
elaborating on further research plans that areded to enable a wider collective
understanding of the research topic. The chape=gnts observations about the research
process, looking at those methodologies which wasst and least fruitful, accurate and
useful in order to identify areas of methodologicaportance which the researcher will
adapt or amend in future research on this topits &€hables the presentation of an
informative, if retrospective section, which uslesge lessons to set out alternative
approaches for researchers who might cover simitaund in future. The final section of

this chapter summarises the research to date,iegiaw the project concluded and
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relates the introduction of the new music indusalue framework, and its place within
the business model framework presented hereihgtgreater environment of the world at
large. This leaves the reader informed and abtiaw their own conclusions from the

dissertation presented.

7.2 Research review

The research was inspired by an offer to the rekeato get involved with a new internet-
based record label — one which, in its founder'sdse- was going tochange to face of
the music scene forevelWhilst at that time in the very early stagesef PhD, the
researcher felt that this would be an extremelgragting subject and so she undertook a 9
month pilot project before committing the remaintimge of her PhD research to an
investigation of the impact of internet technolegom the value chains, and thus the
success of value-reliant business models, in théemmomusic industry. The research
guestions which were posed, after an extensivewekighlighted gaps in the available
literatures on the subject, were

How have traditional music industry value chainamped as a result of

technological developments?

And

What are the key characteristics of successful enndustry business models

arising from these changes?
The goal of the research was therefore twofoldtlfir to establish what if any new or
innovative linkages had been created along thétimadl understanding of a value chain
through the impact of internet technologies, andl#ishing a figurative representation of
these linkages that would be of both theoretichtitg and practical value. Secondly, to
then identify how this new value framework couldtee applied in order to support
successful business models built upon it throughdentification of key characteristics of

new music industry business models.

The review of literatures from both before and ratftee introduction of the internet and
related technologies in Chapter 2, failed to uncews model representative of the
increasingly empowered consumer and creator ofantibis gap in the literature is met
through this dissertation’s contribution of a nemue framework, which incorporates the

direct interactions of the consumer and the artisfte creation, manufacture, reproduction
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and distribution of music. The literature revieweduded those literatures on business
models, identifying Osterwalder’s ontological apgeb to the understanding of a business
model as not only fully defensible but also the twekevant for application within the
dissertation. There followed an evocation of thesimindustry context in Chapter 3 in
order to ensure a full understanding of the envirent within which the response to this

gap in the literatures was to be situated.

Following assessment of the various methodologipatoaches available to the
researcher, her activities as observer particip@né detailed in Chapter 4, along with
attendant issues regarding various limitations@adtical or ethical issues affecting how
the research was conducted. Chapter 5 providedetbtand contemporary evidence for
the new value framework presented as a centrafibatiobn of this dissertation in order to
ensure the reader’s acceptance of its use in Qh@piehich takes this value framework
and embeds it within Osterwalder’s business maa@ehéwork. This complex combination
of the interactive and the linear reveals the Kegracteristics of successful®2Century

music industry business models.

7.2.1 Issues arising

The research took place from the beginning of 2@ the dissertation was submitted
towards the end of 2010, although intensive reseaccurred mainly across the first three
years of the project, with follow up interviews ntemporary case accumulation and case
study analysis continuing for a much longer petlwah had been anticipated. The research
has succeeded in answering the questions posked stiart of the period and has been
clearly shown to contribute a new understandingaddie to the literatures to date, whilst
also clarifying the key characteristics that musaustry business models will require in
order to support successful, sustainable businedssgever there were a number of

problematic issues which affected the course ofdkearch, as will now be identified.

One of the key issues affecting the course ofesearch was thapidity with which
technologies developed and evolvEdey oftenmoved from their intended uses to
become, without prior indication, integrally invel in industry sectors for which they
were not initially intended. This is a somewhaiggiag echo of the music industry’s

inception, from the invention of the phonograpltaasaid to dictation rather than for the
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transmission of musical recordings. However it dlags up the critical importance of
timing and the fact that the progress of the reteatas subject to the vagaries of
technological invention, innovation and adaptatibimis made the research environment
unpredictable and very difficult to control, andGisapter 4 has explained in detail, made
it harder to create replicable findings capablbe&ihg generalised. There may never again,
at least for a long time, be another period of strefative destruction, or disruptive
innovation, within the music industry. Or it may that the last decade has seen only the
early ripples heralding waves of innovative, digiegpand knowingly or unwittingly

creative adaptations of technologies within anaalyecreative industry sector.

As has already been noted, the research was ukeeritaa very turbulent period and as a
result a significant number aew business models of interest and relevance eterg
across the process of writing up. It was very diffi not to stop and rework each relevant
section in order to incorporate these cases taramity refine and improve the
contributions of this dissertation. However in artteensure the integrity of the
dissertation and to ensure that her empirical reke@as supported by contemporaneous
cases rather then retrospectively justified by egbent cases, the researcher found it
necessary to omit them from the dissertation. Nases outside the timeframe of the
research were, however, noted as they arose. Enesegent business models are integral
to the researcher’s continued research agendalld®geen in subsequent sections of this

chapter.

The author’s access to MVine was unigliee opportunity to gather such rich and detailed
data across the inception, development and comciudia record label over a suitable
period across which to conduct doctoral researchexéremely valuable and, this
researcher proposes, is unique in the access phide positive support offered
throughout from the company’s executives, and éniitous timing of commercial
activities and outcomes. This unique opportunigules in a less directly replicable piece

of research than would otherwise be the case irfuhare research investigating similar
issues would find it difficult to reproduce the saenvironment and thus prove the
findings herein. Whilst it was partly for that reasthat the secondary cases and expert
interviews were performed, to provide a broadetf@ten for valid and verifiable research

outcomes, it is accepted that the circumstancesdamuvery difficult to reproduce.
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Anonymity, secrecy and the confidence of informamatsan issueAs has been
demonstrated throughout the dissertation, the M¥&aen provided extremely open, public
and unfiltered commentary to inform the researathetiaken. However the music industry
as a whole is notoriously competitive and secreiivgeneral reluctant to yield
information about strategic or financial issuese Tésearcher was extremely fortunate to
have access to some extremely well-respectedsamistnagers, label executives and
others involved in the industry from a variety efgpectives. It was critical to that access
that they were completely anonymous. Whilst theaesher has been meticulous in her
efforts to ensure that this was the case, thestllishe possibility that informants’
responses to questions were coloured by their statetding that there was a possibility
that they may be named in error or negligence. $Vkhile researcher ensured that
transcripts were checked and approved and alsateo#tecareful screening and cross
checking of responses before incorporating themtimé work in order to ensure that this
did not colour the rich detail provided by the miews, it is a possible limitation of the

research which must be taken into account.

In summation, despite these acknowledged limitatitime conclusion is that this research
has successfully addressed the overall researd) aihich were to establish what changes
technological developments had made to traditiomadic industry value chains, and to
identify the key characteristics of resulting@entury music industry business models.
Thus it has made a valuable contribution to thegdiiures on both music industry value

chains and business models.

7.2.2 Contribution

The research required answers to the followingdwestions:

Q1 — how have traditional music industry value cisachanged as a result of
technological developments?

Q2 — what are the key characteristics of successfidic industry business models arising

from these changes?
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Research question 1s answered through the contribution of the nevgimindustry value
framework, represented in figure 7.1 below, repoadufrom figure 1.1 for the second and

final time.

New music industry value framework
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Fig. 7.1 The new music industry value framework

The research contributes a clear, well-documemedeethodically illustrated extension
of previous literatures on value chain structure antputs. Previous literatures presented
conceptual representations of ‘value’ which wenedir and in the main rigid structures,
none of which allowed for the relevance — and sdusled the integration — of any value-
adding activities by the artist and consumer ofimughe framework presented above, and
rigorously proven in Chapter 5, illustrates cledahg new, technologically-mediated direct
interaction between the artist and consumer. ¢ tsilitates a better understanding of the
secondary linkages which allow for the value-addimut of each of those actors into the
creation, reproduction, marketing/promotion andritiation of music. In this way the
dissertation contributes a framework which fullpmresents the consumer and artist as
integral to a full understanding of the value-addimocesses which are critical to the

successful implementation of a modern music ingusiisiness model.
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Research question 2s answered through the contribution of a systemasilldtion of

key characteristics of successful music industsirness models, based on the extension of
literatures on business models and predicatedereppositioned and newly empowered
artist and consumer as illustrated in the valuméaork illustrated in figure 7.1 above.
These key characteristics emerged from the empnesaarch undertaken across the
course of the doctoral study and are analysed ascritbed in detail in Chapter 6,

reproduced in summary outline in table 7.1 below:
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Key Characteristics of Product Innovation

Value proposition

The new value framework allows many different understandings of “value’; it is important first
to understand those things that customers truly value rather than constructing a business model
around assumptions. For a label to have any value for an artist it is critical to integrate the new,
direct relationship between the artist and consumer of music into as many of the label’s value
creating processes as possible in order to benefit from the artist’s newly acquired potential to
create value themselves.

Target customer

The target customer in the new value framework is increasingly powerful; accommodate this
by involving them. In order to exploit the newly empowered consumer’s value adding
activities, artists and record labels must integrate into their business model the requirements
of the consumer for interaction, conversation, information gathering and redistribution of
information and content.

Capabilities

Facilitate interaction between artist and consumer at all points along the new value framework.

Key Characteristics of Infrastructure Management

Activity configuration

The repositioning of the artist and consumer within, rather than outside, the music industry
value framework has resulted in the creation of completely new sources of ‘value’ (some of
which value can be expressed in non-monetary terms) emanating directly from the artist, the
consumer, and the increasingly direct relationship between them. For a profit to be realised, a
company must offer something its target audience will pay for.

Partner network

Control of value adding processes is increasingly passing to the creator and consumer of music,
s0 any ‘partnership’ activity intending to mediate this relationship and any mechanism intended
to provide access to these new sources of value has to place far more emphasis on
understanding and accommodating potential partners than had been the case with previously
controlled and linear music industry models.

Resources and assets

The new value framework provides opportunities at every stage for consumers and artists to
create their own ‘resources’ and generate their own “assets’. Those offered must therefore be
greater than those that the users can access themselves.

Key Characteristics of Customer Relationship

Information strategy

Once the infrastructure is in place, the use of interrogative technology to find out as much
information about the activity of users online activity is critical to informing successful and
profitable relationships with them.

Feel and Serve
(distribution)

The infrastructure through which the company’s business model delivers its value proposition
must be simple and easy to access, and provide a route to the right market for the artist, and to
relevant content or a required commercial offering to the consumer, which they could not
easily access elsewhere.

Trust and Loyalty

The new value framework is an open and transparent construction, similar openness and
transparency is required of businesses building their models around it in order to generate trust
and loyalty — ‘the brand’ is important, but no longer sufficient in itself. Because every company
has the capacity to compete for individual consumers across such a huge scope of activity, the
concepts of trust and loyalty become even more critical to competitive advantage.

Key Characteristics of Financial Aspects; cross cutting factors, affected by all other key characteristics

Revenue model

No combination of key characteristics is sufficient if the company does not base its business
model on the new value framework and thus reach a critical mass of content, interaction and
usage. Without this there will be insufficient revenues to support the continued existence of the
company. Offering artists the opportunity to benefit financially is of great value to them, and
possibly one of the few remaining functions of a record label that can not be performed by the
artist themselves. Combining this conclusion with the potential that technology provides,
highlighted in this research, to aggregate smaller payments from consumers who value that
artist’s music, results in the conclusion that a modern day model of patronage is
technologically sustainable.

Cost structure

Shifting control and power back to users through value framework can reduce company costs.

Profit model

Companies and artists can generate greater profit per sale from smaller sales and still create a
sustainable business model.

Table 7.1 Key characteristics of successful musiodustry business models
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Implications

The answers to the research questions inform rgtpatential and existing labels, but
also individual artists and other potential musidustry actors intending to take advantage
of the possibilities opened up through technoldgilexelopments. It would have been
most satisfactory had both these constructs mapeatlly onto each other allowing the
creation of one framework encompassing the entiteem of research results. In a
reflection of the real world, however, this is tlo¢ case. But by analysing the strength of
their position on the linkages displayed within tleav value framework seen in figure 7.1
and linking this analysis to a clear understandihthe key characteristics of successful
music industry business models as itemised in talil@bove, all of these actors can
ensure that they take the best possible advanfabe potential that current technological
developments offer them.

Reflecting on the central case of MVine is illunting. Provided with the results of this
research it would have been possible to analyselitiéies of the company to create value
using the value framework provided. Table 6.1 Heesady identified in detail the reasons
why the MVine business model failed as seen thrahghens of the Osterwalder
framework. MVine’s lack of genres, complex softwate company’s clumsy
intermediation between newly connected artiststhant audience, the lack of critical
mass of users, and a fatally back-loaded revenukehatl combined to result in the failure
of the company in its original format. Acknowledgemh of the new value framework and
a subsequently better understanding of the impoetahthe direct relationships between
artist and consumer, and of the importance of senplin facilitating those relationships,
may have allowed MVine to get to critical massrfare quickly. The company may have
been able to overcome the financial problems tbatronted it, as well as creating a
virtuous cycle of activity which could have pulledmore and better quality artists thus
overcoming the issues around critical mass that@ahslermined the company’s chance of

Success.

The implications for the future of the music indysire clear. Cognisance of this new
relationship between artist and consumer, as proveaction 5.2.1 above, is critical to the
success of music industry business models. Thlidean shown through the collateral
cases described across the course of Chapter %, oharhich illustrate own label artists

and record labels encouraging and supporting atdimnversation between artists and
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their audience. Whilst this could be seen as pbseiisulting in a short term loss of
revenues (through free access to artists in Selcdadrather than paid for access at
concerts, or through the distribution of free mugic example) it can also result in a loyal,
informed and evangelistic fan base with both caafemand personal digital infrastructures
over which they can spread the word about themdate artists. It is equally important to
have a clear understanding of the other linkagasgathe value chain which flow from this
new relationship — evidenced in sections 5.2.22d5- and to build them into the value
proposition (see 6.3.1) and infrastructure (seg @.the company. This becomes
particularly relevant when considering the custore&ationship strategy that is
implemented (see 6.5), as the customer has beemdbde more integral to the new

value framework than they have ever been in previbaoretical configurations of value.

The integration of the consumer into the music stidubusiness model at all stages of the
value chain - creation, manufacture, distributiod aromotion — was shown in the cases
described in Chapter 5. The willing artist’s alyilib supplement if not supplant the
traditional activities of the record label was atéearly described in this chapter and the
resulting key characteristics of business modesngy from this new value framework
were clearly illustrated in the many cases presemé&hapter 6, encapsulated in table 7.1

above.

7.3 Research relevance

These results have emerged from a detailed, thbranglysis of a live study of MVine

Ltd. and contemporaneous studies of emergent phemars well as concurrent

interviews with industry experts. Thus they provadelear reflection of ‘real world’
activities, through the lens of a rigorously congdcheoretical framework. The results
allow individuals and businesses in the music itgus assess their current model in a
systematic and logical fashion, and thus analysehw(if any) elements could be added,
improved or amended to ensure that they make thiepiossible use of the changing nature

of the music industry value frameworks.

Having arisen from the changes imposed upon Perfi@ed and linear value chain by an
increasingly turbulent and fast-moving environméim, value framework underpinning

Osterwalder’s business model ontology will by deéifom need to evolve over time. It is
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therefore imperative, if the research is to hav&iooed relevance to the ‘real world’ that
the researcher continues to develop her matema«eeps up to date with current and
possible future developments within this and relanelustries. There is a tendency,
already noted, for events management companiescante involved in the record label
process, and that of individual artists to congttheir own successful independent
businesses outside the label’s previous sanctliigse are only early indicators of an
increasingly fractured marketplace. Over the newt years, if not months, a variety of
technological, political and practical issues aneninent which would again require
revision of the value framework. In the UK alorte increasing convergence of
communication mechanisms (Gonsalves, 2010), prajpcsanges to copyright law
(Anonymous, 2010) and political moves toward atstesice that ISPs are made
responsible for illegal music downloading (Mark01@) are but single examples of a

landscape that becomes more complex by the day.

7.4 Recommendations

The research provides a range of key characterigtinew music industry business
models. It is recommended that artists and laleglsgnise these and adopt or adapt their
products, distribution mechanisms, and relatiorskijth customers to incorporate them in
order that they generate sufficient revenues ieiotal profit from their activities. These
recommendations have been detailed in the prewloalgter, broken out into those that are
specific to labels and those that might be mortedub the own label artist. For reference,

the simple outline of recommendations is illustdate Table 7.2 below.

This research, undertaken across a time of ra@dgd (a time which continues to reveal
new technologies and communication methods even thi¢ research is complete) can
only generate recommendations directly relevatiiédime in which they are made.
Continuing developments in technology and the sumdang legal, social, economic and
political environment will doubtless continue tdeat the music industry in a variety of
ways that are difficult, if not impossible to predilt is, however, worth noting that within
the generic recommendations provided in Table &l@vi there will be different elements
that require more emphasis and attention depengbamt the different actors, their
maturity and models.
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Pillar/Element

| Recommendation

Pillar 1 — Product Innovation

Value proposition

Offer new, cheaper, or more ausioresponsive offerings then provided
elsewhere: a baseline requirement for competitix@atage. Artists require
an environment which ensures that their music $dyebeard by as many
individuals as possible; offer ways of distributitngit music more efficiently.
‘Free’ has a value of its own to the artist, wittty ‘before you buy’ and
variations on that concept encouraging uptake dfiaterest in artists and
their music which the consumer may not otherwisealrer. Use technologie
to provide a variety of mechanisms and filters tigto which the tastes,
activities and habits of music consumers can hekéc to facilitate the
provision to them of music that they are likelyajopreciate, and therefore
spend money orkor the artist, consumers will value direct contact very
highly, so timely, meaningful and personalised oas@s to user interaction
are important.

(*2)

Target customer

Involve broad selection of bothscmmers and artists in the construction of
business model to ensure that perceptions arekawtesl by influential
internal/external attributes and personalities. a@reanechanisms for listening
to target customers and respond in good time tawemary and feedback to
ensure that what artist and audience value is tratlerstood. Highlight the
ability to save time for both consumers and artisid the ability to provide
them with technology which enables artists to iaseethe scope and reach @
distribution of their music and consumers to acguiusic from a wide range
of sources. Neither ease of use nor scope and velidtave any meaning if
there are insufficient individuals using the sigitical mass appears to be
indiscriminate, a function of quantity — i.e. ‘emgtupeople’ — rather than
quality ‘enough of the right sort of peopl&or the artist, ensure that as marj
relevant interactive routes are used as possibté, tb reach out your target
customer and to get feedback from them. As wedltdive events such as
festivals and concerts, ensure that all relevagitadiroutes are involved.
‘Relevance’ will depend upon your understandingair audience base;
‘relevance’ and ‘involvement’ will both require cetant attention to these
dialogues.

the

y

Capabilities

Create interactive environments thailitate rather than inhibit
communication and interactivity between users; jgl@as many simple, easy
to use and “joined-together” mechanisms as posgibdmable the target
audience to engage with, share, buy and even investine content. Create
‘push’ as well as ‘pull’ technologies to ensuretttiee company reaches out t
users as well as allowing users to interact witthezther. Ensure that the
company is capable of providing the promised cdjtigisi quickly and
appropriately. Ensure compatibility of technolaypyross different browsers,
operating systems etc, thus supporting scalabHiby.the artist; ensure that
you can deliver the value proposition above throygir website and those

free,to download music away as taster/sample, evenlafnar quality than
usual. Give potential consumers opportunity tdofore they buy. Let them
find out more about you through online communiaadi¢see target customer
above) and use that opportunity to find out moreualthem.

that you use; check that they provide consumets agportunities to listen fof

Pillar 2 — Infrastructure Management

Activity configuration

Offer the artist and consunmaore than they can already do themselves,
whilst at the same time giving them far greatertirover what happens in
the process. Provide a suitably engaging, functiand interactive site that
individual artists and listeners want to be seebe@art of and to tell their
friends about, thus helping to create a criticasnaf activity which becomes
self sustaining. Increased critical mass can bpaued through repeat visits,
encouraged by engaging overtly and directly withrass participants, artists
investors, informants and scouir the artist: Once your target audience is
clarified and fully understood, it is importantduaderstand what they value,
what they will pay for. They are already fans bam probably get your music

for free. What will they pay for? Come up with irvative and creative
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opportunities for them to spend their money on ntbaa just your music.
‘Special’, ‘insider’ stories and information (setgggs, first 50 applicant
tickets, etc) can also provide revenues.

Partner network

Labels which truly facilitate réaships between artist and consumer will
find that they have devolved much promotional attito their artists’ fan
bases through their word of mouth and online aitisipromoting these
transparent relationships. This leaves the comframyto core competencies
and activitiesFor the artist, as with the activity configuration
recommendations above into which the partner nétfesds, it is critical to
engage with your audience, directly and as fullp@ssible in order to benefil
from their increased empowerment.

Resources and assets

If the opportunity existseéathigh profile individual to act as an
ambassador for the company this can support adr@lements very
effectively. Understanding the nature of the taaetience will be central in

ensuring that such an individual, if not integmathe company at its inception

is correctly identified. It is important for botlompany and individual to
realise that the reputation of the individual veid tied to that of the company
and vice versa-or the artist; the most important intangible asset that you
own is the copyright in your music. It is up to yimudecide if you will give
this away in return for greater engagement withryudience. Intangible
assets such as reputation can be enhanced or wdrdenugh the long or
shortterm musical relationships that you forge througitkawith other artists,

Pillar 3 — Customer Relationship

Information strategy

The use of non-invasive tedbgyto identify what areas consumers and
artist are using, contributing to and avoidingdsential in order to optimise
the content of the online music environment. Itmportant to acquire as man
data sources as possible in order to inform margetind promotional
activities with real precision, in particular aifig through which listeners’
preferred musical tastes can be analysed. Theityadiiany interrogation of
user activity depends upon there being sufficiesetrsito support quantitative
analysis in the first place.

Feel and serve
(distribution)

Distribution must frequently be possible over agegater distance and in
more different ways, through more different chasntiian traditionally
expected. Offer consumers more than they can easijyire themselves.
Innovative uses of technology to deliver valuend esers can be of value as
promotional tools, in that users will promote theaimanism as much as valu
its relevance to them.

D

Trust and loyalty

The brand becomes increasingfyoirtant, but only if built upon a credible
and relevant business model. The nature of thagitiée asset of reputation,
frequently held within the human resources involirethe company, can be
very important. The reputation and therefore trasthiness of the company
will reflect the credibility of any names attachedt through such ‘brand
evangelists’. Trust, loyalty and confidence aredasingly inspired by robust
capabilities.

Pillar 4 — Financial Aspects

Revenue model

Investigate the appropriatenessvoktreams of revenue to replace the
rapidly-disappearing CD/single sale, such as oreatses of personal contac
with fans, live events and special edition content.

t

Cost structure

Reduce costs of creation, reprooluetind distribution through use of digital
technologies but also leverage these activitiesutin alternate formats such
as vinyl. Allow artists greater freedom within theontracts to share in profit
rather than royalties to encourage maximum artjstt into promotional
activities.

12}

Profit model

Label profits will reduce, requiringtérnal reorganisation to focus on the cg
competencies of the company. Artist profits, signpedwn label, are within
their own control to a far greater degree and tioditp of both will depend

upon their configuration of the financial model.

Table 7.2 Research recommendations
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The recommendations above are by their nature rigeas has been noted above. But
they provide a useful framework for the variousoeswithin the early Z1Century music
industry to assess those which are most relevaheto. There is an increasing
divergence between the different music industryrimss models, from artist-led models
which rely clearly on the new direct relationshgiween artist and fan such as Josh Freese
and Jill Sobule, to consumer-facing models sudKiasstarter and Sellaband. Niche
players living up to the “1000 True Fans” conceagt\working hard on the first model,
whilst aggregators relying on the economies ofesbaked on information drawn from a
large number of consumers have a very differentagmh. Each requires different
competencies and specialisations, all of whichdasribed in this research, and each of
which can be found reflected in the value chaim@aork contributed herein. So, for
example, a distillation of the key recommendatitmma major label from this research
would be

1. Allow, encourage and facilitate interactions betwgeur artists and their fans and
possible consumers.

2. In order to do this effectively you need to knowyconsumers (who will be
different, and require different communications hredsms for each artist). You
can learn a lot about them from your artists, @i ydlow this freedom to interact.

3. This devolution of traditionally label-held powerthe artist will result in your
provision of a highly valued service to them, esglgcthose who require help in

setting up the correct communications networkeézih their fans.

These recommendations are capable of disseminatibonly through further research to
the academic community that may be interested alveng business models in the creative
industries, but also to the actors within thosaustdes, through some of the further

research, both proposed and underway, described elsection 7.5.

7.5 Further music industry research

The study established fundamental issues in theareusic industry value chains and
business models. It established the major contdbstof a new value framework which
integrates the repositioning of artist and consuwithin value adding processes, and the
uncovering of key characteristics of music industnginess models. Despite these

significant findings, the study also exposed questiwhich were outside the scope of the
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current research agenda and generated enormousisnodwery rich and detailed data.
This dissertation encompasses the information agleto the aim of this piece of research
and the related research objectives. More was edniktan included, much of which
inspires consideration of further research.

The limitation of uniqueness identified above colddpartially overcome by conducting
similar research but through a multiple case studthodology, which would provide the
researcher with the opportunity to refine the abutron to value chain literatures and,
through application of the key characteristics wered here, continue to build this
contribution in order to present a more in depttarstanding of key business model
characteristics. The contacts built up over theaash period would provide significant
and numerous access points within record labed atages of development and would
assist in strengthening, deepening and refinin@gication of the contributions offered

here.

The increasing utilisation of social networks taarpin commercial activities prompts a
review of the increasingly blurred line betweeniaband business networking, and the
repositioned consumer and artist are increasimgket through such networks, for
example MySpace, Facebook, Bebo. Research is eghoir the applicability of these and
other emergent networks as a marketplace withirchvtiie record labels can legitimately
interact with consumers and artists. As an extenef this research it would be of interest
to assess the emergent use of virtual worlds ssi@eaond Life by labels, artists and
consumers of music. This has been touched onsrdiksertation, and further work would
extend and deepen the researcher’s already putbvsbik on this emergent marketplace

(Berry and Papagiannidis, 2007a).

Intellectual property and copyright were fundameataments in traditional music

industry business models, and as this disserthasrshown the disruption to these
previously integral principles has proven one @f ithost problematic issues for labels and
policy makers. Whilst this dissertation has madgdly practical and theoretical
contributions within the context of the music inttysthe opportunity exists to create more
impact at a broader policy level, in particularotingh the researcher’s growing network of
contacts at that level. For 18 months of the reteperiod the author was also Project

Manager for a £100,000 ESRC-funded project entifedtainable business models in the
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creative industries’This work, whilst informing her research to sodegree, also resulted
in a broadening of her contacts and a deeper uadeliag of creative industries outside
the music industry. It also resulted in her invohent in a variety of wide ranging
academic and industry networks. As an exampleaail@eceived only days before her

dissertation was complete contained a persondhinvn as follows:

“New approaches to intellectual property ownersn licensing, such as Creative
Commons and open source, are facilitating the ¢iooiwf new business models
with intellectual property at the very heart of ttreative value proposition. It is
essential the framework is up to date, relevarsi)yeasable and fair. The Creative
Industries Knowledge Transfer Network would likdrtgite you to contribute to,
and influence, our latest Beacon project on Inttlial Property and Open Source
which examines these key themes. This is a chansleare your expertise with
other industry practitioners and to formulate aatidate a number of future
scenarios, which will feed into future decisionsfonding to be made by the
Technology Strategy Board.” (Onwuegbuzie, 2010)

The researcher also took the opportunity to askesointhe most senior informants for
their research ‘wish list’ - what subjects they Wblike to have in depth and detailed,
robust research studies applied to over the nexiéars. Whilst some are
methodologically challenging, the researcher culydras quite privileged access to a
number of information sources through whom a sigaift amount of information can still
be acquired which would be of significant valuaindertaking some of the following

potential research projects.

The fundamental contribution of this thesis wagrafat interest to informants, who were
interested in issues arising from the fact thas@raire able to go direct to fans with their
sales and marketing, in particular the impact thigtmight have on the internal structure
and external partnerships required of a sustainalerd label. There was increasing
doubt that labels would be able to convince actigtient that their commercial expertise
would help artists stand out from the increasingige number of competitive voices.
Tony Wadsworth, Chair of the BPl and CEO of EMIiuB®08, wrote to the researcher
only a few days before her dissertation was coraptetask for her contribution on this
topic to a major industry report he was writing:

“while | have got you ...l wanted to mention to yoveport | am doing for Music
Tank. Its the next in the series after Pete Jen(2006) and Terry McBride's
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(2008) reports It is on the role of the record camp and it occurred to me that
you had quite lot to say about this in your dissgh. Firstly, | can't find a
completed finished copy of it on my computer. Can point me to it? Secondly,
do you mind me quoting from it - with credit obvaly. Thirdly - do you have any
observations in 2010 , as to the nature of therdecompany's role?” (Wadsworth,
2010)

7.6 Extending the contribution to other industry setors

These contributions go further than simply inforgirs about changes in the®aentury
music industry. They are applicable to other induséctors, in particular those which are
equally challenged by technological transformatieurther research will review the new
value framework contributed in this dissertatiogefs in figure 7.1 above) and assessment
of how it reflects the value chains of traditioaald new configurations relevant to each
sector. Three industry sectors are apparent whesidering those which are similarly
challenged through technological disruption anduation:the film industry scienceand
print and television new# brief overview of the impact of this researchnrd in

particular the application of the new value frameéwoupon these three industry sectors
follows in order to show the transferability of tresearch findings and contribution.
Future research will assess the changes in squtarfis value chains and key

characteristics for business models based on llaisging environment for each.

7.6.1 Film

Issues of P2P piracy are proposed by industry kddi@eegatively affect the film industry
in the same way that the music industry was chgéldrby Napster and subsequent P2P
technologies. It should be noted that recent liteeaon this subject is tending toward the
view, also found in the literatures on music diseasin Chapter 3, that “benefits are
maximized by avoiding any control measures againatithorized sampling over P2P
networks” (Jacobides and Billinger, 2006 p.130)H@ same way that previous analysis of
the music industry shows, digital technologies addances in software and hardware
mean that the creation, manufacture, distributiosh @romotion of a film is now far less
capital intensive and complex then had historichégn the case. This liberates a new
generation of potential film makers to create paiduhat have not only possible ‘critical
value’ (about which more shortly) but also potditiean reach some commercial success

(Johnston, 2009). In an unusual example of thisdfranternet bookseller Amazon has
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recently publicised the launch of their new movied®. In much the same way as MVine
intended to operate within the music industry, Aora8tudios intends to assess user-
generated content, scripts and film ideas befdexgeg those most likely to succeed, in
the process hoping to identify otherwise un-notitzdent (McMillan, 2010).

In the same way as in the music industry, consuarersiow able to contribute to the film
making process in a more direct fashion than has leeen the case. Consumers are
influencing plot lines, such as the notable cas&oékes on a Plane’, the plot for which
was altered during the filming process in ordea¢oommodate the suggestions of a large
and vocal fan base (King, 2006). They are also mbisdertake a filtering process which
is the traditional work of the film critic, and thaffecting marketing and promotion for
films through instantaneous, technologically faated reviews: ‘critical value’ can now be
more about the opinion of the regular movie go#relathan highly paid gatekeeper critics
(Goldstein and Rainey, 2009; Chesbrough and Crow20€6).

7.6.2 Science

As well as the areas of film, and print/televisitews generation discussed above, the
application of the new value framework to scierscalso of interest. The author spent two
years from September 2008 to September 2010 bauglaf her staff position at
Newcastle University Business School in order t&CkEO (then CEO) of Inkspot Science
Ltd, the commercial iteration of a research propaged on cloud computing-facilitated
scientific collaboration and data analysis. Simidasiness intelligence principles as those
exhibited on the MVine platform are brought intayin order to establish the nature and
activities of users of the Inkspot platform. Thase, variously, individual researchers,
collaborative groups of researchers, studentsarelséeam in universities, and
interdisciplinary research groupings across a tsaoéindustry/academic borders. The
Inkspot business model is consciously built upartbwly reconfigured value chain that
the author had uncovered through her empiricabrebe and further research will
investigate its continued applicability, and thg kbaracteristics of other scientific
business models arising from it in order to essdbilhe potential for extension of the

contributions made through this research.
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Whilst the two sectors of music and science maynsgaite different on the surface, the
capacity of technology to empower the individualsiian is very close to its capacity to
empower scientists. As was historically the cagé wiusic, many scientific models
required the expenditure of large capital up-frawgts, as well as organisational structures
which demand hugely complex maintenance and suppechanisms and a ‘back room’
team of technicians to manage these. The use opn@wietary and open source software
and community-based support mechanisms, as wakagechnological developments
such as cloud computing which increase an individuamall company’s ability to
collaborate, analyse data and process that dataghmpowerful workflows has the
potential to revolutionise the work of many sci@atdisciplines, in the academy or
commercial markets. It will also be interestingagsess the value of the cloud computing
model to music industry business models, investigathether there is any adjustment in
the value framework required through the applicatid‘pay as you go’ storage and
computing capacity not just for major and mediugedilabels but also for the individual
artist wanting to find a more cost effective meakanto more effectively store and
distribute their music.

7.6.3 Print and television news

Generating sufficient newsworthy material to atti@t audience substantial enough to
support the commercial newspaper and televisiounstny (i.e. excluding those that are
publicly funded such as the BBC) is becoming insiegly difficult. Free access to news is
made available through a variety of technologiesluiding apps for smartphones and
tablets, PC/Mac friendly RSS feeds, tag cloudsmardonalised home pages such as
iGoogle. As the music industry is finding, free @ss to content means that the ability of
either medium to charge for their content is insnegly under question. New technologies
such as smart phones, wireless access and srhailleer quality cameras allow news
reporters to gather and transmit news from a wedeety of places and in a wider variety
of formats. However these same technologies mesritth remit of the ‘news reporter’ is
increasingly supplemented by “citizen journaligiBiller and Walcher, 2006) creating

‘user-generated content’.

Whilst Horrocks confuses the meaning of citizerrj@alism and user-generated content
(‘comments’ not equating to ‘journalism’ under asfinition) it is clear that this largely

un-moderated ‘news’ commentary is hugely infludntfanot always truthful, honest, or

232



well received. Technological developments haveletsthat consumers are therefore
now far more capable of ‘reporting’ on the news aathe cases — even on a global,
political scale — capable of making it. In a simfiashion to the “consumer-critics”
described in the section on film above, recent sssenTunisia show social media usage
by politically concerned audiences making a sigaiiit difference to the outcome of a

highly sensitive political situation (Chesbrougtdakppleyard, 2007).

It is of interest to note that one of the compawgi@sently using the Inkspot platform,
described briefly in the section above, is doingnsorder to support a business which
facilitates the creation of user-generated audib\asual news stories, which are then
moderated, tagged and brokered on to broadcastihsa micro payment back to the
content supplier for each sale) globally for a@mn a sliding scale dependent upon how
quickly they require the content. There is als@ptional translation service. This sort of
user-generated news content is already seen eeafrd less moderated format on major
news websites such as CNN ($g#p://ireport.cnn.com/and the BBC. The BBC's user
generated content team was set up in 2005 as amniergmnt. However it was made

permanent after the huge public response in progidudio and video content of the 7
July 2005 London bombings and the Buncefield Dépet after which event the team
received over 5000 images to supplement their aawsrbroadcast content (Chesbrough,
2004).

7.7 Methodology — a commentary

Looking back at the methodology, methods and rebedesign employed, there are — as
will undoubtedly always be the case — a numbeliféérént aspects worthy of reflection.
Everything that was undertaken, whether in retrosp&ow seems essential or
superfluous, was of significance in informing tlesearcher about the rich and detailed
environment within which her work was situated. $amethods produced far better and
more accurate results than others. There are gitie research that would be approached
in a completely different way if it were possibtego back and do it all over again. In
retrospect, some unpredicted activities, momenggtimgs, conversations and events are
clearly critical and more time and effort shouldv&doeen spent upon them; other issues

that appeared to be frustrating and problematie lpgwven to be very valuable. This
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section is dedicated to a reflection on these sssagea commentary for other researchers

treading similar paths and as learning for thigaesher in her future work.

7.7.1 Time

A major issue in designing the research was theasing rapidity of technological change
and development, and also (often as a result detttenological changes) similar
turbulence in the music industry environment. Ira@ter 4, the research design was
proposed to be “robust but flexible”, however itsmeery hard to plan for such rapid and
unpredictable change. It was also a very compleggss to track not only those events
occurring at the time, but also to track emergetivities, news, businesses and other
similar information that might affect or be relevamthe research, without it appearing
that the information-gathering activities undertakeere somewhat random, unfocussed
and arbitrary. Whilst the central case of MVine welatively simple to track, as the
researcher was integrally involved in the dailyqaesses of the company, keeping up to
date with technological change and its impacts upermusic industry as well as relevant
industry news, events and illustrative cases adhwsduration of the period became more
and more difficult. It was also important to enstivat the bulk of the illustrative cases
cited alongside the MVine case study were conteamnmmus with the research. It would
have been less meaningful to compare and conitadtthe events across up to 2006 with

cases that were all from a later time period.

These issues were partly the reason that the Phipletion process took longer than had
been planned for. Other issues were more ‘usuadmFAugust 2006, the researcher had
full time and frequently overlapping commitmentshir academic job, including being
degree programme director for the EMBA programmejget-managing a one year ESRC
research project and undertaking a two year buymuin a spin out company whilst at the
same time creating a new MA programmes in Arts Bess and Creativity, and setting up
and running the Cultural and Creative Economy Wiitihin Newcastle University

Business School. She also — as most other resesiioi®er position - had family
commitments. These meant that the time availalsladoto not only keep up with events
but to embed them within the framework of her Ph@iswmited. Many frustrations have

arisen as a result of these other commitmentsitavaks a surprise to the researcher, on
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reflection, to come to the conclusion that the tiddal time taken has proven of immense
benefit. Whilst it would have been personally Isssssful, and professionally far
preferable to view the events of the last threes/&am the perspective of a qualified PhD
graduate, the ability to track events over thaetperiod and map them onto her initial
research assumptions and questions has enabléal\r@idate her research and, it is

hoped, ultimately to provide a more robust and ni&fde thesis.

7.7.2 Technology

The Google Alerts system that was set up in omeassist with this element of the

research is still in operation in order to infoiine researcher about contemporary examples
which are relevant to her research, for the purpo$éer viva and also in order to inform
further research, and daily, reveal stories, guwiatand business models that are relevant
to the story told herein. It proved the most pratecmethod of information acquisition —
however this was as much of a problem and a pesditribute, as it could if not carefully
screened and filtered, result in information ovadoA selection of examples is presented
here, derived from a quick read through two of ZBealerts provided over the last week of
November 2010. There is immediately informatiort tha author would be delighted — if
there was time and room - to incorporate into besis as evidence support and validation

of her contribution.

Links to a new business model, very similar toNhé&ne model, are provided by label
Pledge Musiclfttp://www.pledgemusic.con/There is an update on the successful five

year contract between rap artist Jay-Z and evenagement company, Live Nation
Entertainment, which reflects directly upon theecatlce Cube and his management
company, The Firm, detailed in Chapter 7 (Weisensg910). And there is highly
relevant and fascinating commentary following amira blog by industry commentator,
Peter Holmes, which mirrors cases such as thoBadibhead, Josh Freese, Jill Sobule
and others detailed in Chapter 6 and provides éarthidence for the substantiation of the

value framework contributed herein:

“But | think that a "limited edition" or a "uniquexperience" will differ from artist
to artist, and to do this in a way that provokesle, it takes some thoughtfulness
and creativity. Take Gavin Castleton: | believédis work and paid $25 for his new
album (he did the pre-order to raise funds on Kaksr). As a thank you, | got a

235



lock of his dog's hair. That works for Castletordngse his dog appears in many of
his songs, and his fans know who Lumas is and weldelighted to receive a
lock of his hair. (Yeah, | know it's really bizartaut that's besides the point =)) For
$65, he would've called my ex and asked them tonsider (his last album was
about a horrible break up).”(Holmes, 2010).

These were only a very few of the pieces of relewgnrmation and content that were
found on a 2 minute skim through the informatioavpded. If the research was to be
undertaken again, therefore, there is learningdbald be applied to assist in making the
research better and in saving the researcher wasteand effort; in particular, whilst
making use of this alerts system, the researchatdssubdivide alerts to be more
representative of specific issues that she wakitrgcThe initial alerts were set up for
‘music business model’, digital music’ and ‘musicustry’. Whilst these certainly
captured the bulk of relevant information, they slidacross a very broad range and with a
significant amount of repetition and redundancyvduld be more efficient to use one
broad ranging alert (“music business model” wasitbto be the most focussed) and then
set up subsidiary alerts to follow relevant togsshey arose from this trawl for

information.

7.7.3 Triangulation

The researcher would have spent far longer fatac®with the MVine team, both at the
group meetings she attended but also one to ometlnatn especially in the early days of
the company'’s establishment. There were assumpiapgctation and misunderstandings
that became apparent later in the research thdtwawe been very interesting to track
from the beginning. There was a presumption theabrge M was a musician, he
represented all musicians. This could and showe baen challenged at the beginning of
the process. There was also a presumption thatbecbehad successfully managed
software projects before he could run the developirobthe website equally effectively,
although it was in a completely different marketiesnment. There was a very logical
approach to development of the site and bug-repprbut these were dealt with in order
of discovery rather than order of importance, aaeoftaw within the business
infrastructure. Although of course the researcheuld have had to be extremely careful
not to advise upon these issues — a temptatiorubea# her own business background —

she could have interrogated the individuals coreand come to a far clearer
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understanding of their personal perceptions ofomdf the MVine business model, but also

those that were emerging at the same time.

It would also have been preferable to conduct merai-structured or structured
interviews - face to face, or otherwise — withsigj whether users of the website or not. A
slightly more structured approach would be harddioieve as has already been explained
in Chapter 5, because of the nature of artistemegal and the environment within which
they operate, as well as the fast moving natutbefnusic industry and technologies
developing within it. However it would have beemyealuable to be able to work with a
large enough sample size to allow for valid quatitie results to be presented. Whilst
these results would be only a snapshot, of maimhtemporary rather than historical value
due to the shifting and ephemeral nature of theilenodustry marketplace, they would

still have added another perspective from whichcthr@ributions made in this dissertation

could have been viewed.

It would also be very interesting indeed to coritnaerview responses from different
generations of artists. There is now, as therensaat the time the research started, a
generation schooled on laptops, organically corauktd the internet and each other
through their smart phones, as well as involveeach other’s lives work and music
through Facebook, MySpace, and iTunes. With a deo&technological developments
behind them there are ‘young’ artists now far biettpiipped than the previous generations
to understand, take advantage of and find new egains for new technologies and it
would be fascinating to assess their input intofthmeworks presented in this
dissertation.

7.8 Summary

The record label MVine separated into two differenvate limited companies in March
2006. Red Grape Records, run by M and HP, acqtheedghts to the artists signed by
MVine to that point, and continues today as a ss&fté traditional small independent
record label. M is still the high profile musiciand artist that he always was. HP has
become significantly more involved in the musicustty and high profile herself,
acquiring a position on the board of the AssocratbIndependent Musicians.
MVine.com, under the management of J and withripet of full time employee F, is now

a platform from which a variety of successful bassto business collaboration activities
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is performed for large commercial companies. Tlseaecher continues to be in contact
with M, J and HP and watches the development df bommunication platforms with

interest.

The doctoral research into the impact of technolmgynusic industry value chains, and
subsequent changes to the key characteristics sitrmdustry business models took six
years, well over the planned research period. Adlean explained in this chapter, the
additional time has retrospectively proved to bgrefat value in increasing the robustness
and validity of the research outcomes and undenpgniine answers to the two research
questions. This chapter presents the main concisgibthe overall findings of the current
research and highlights both the theoretical aadtmal contributions of the study. It
demonstrates that the overall findings of this aesle provide support for a number of
subsequent academic and applied studies. It atendx the existing knowledge base. In
addition, the limitations associated with the cotrgudy have been presented and the
chapter advances suggestions for a future resegeaida. In concluding, the following
guote commenting on a 4 November 2010 podcast ovakrthBusiness Review’s
“HBRIdeacast”, by Larry Kramer, (founder and fornclairman and CEO of

MarketWatch, Inc.) seemed appropriate:

“*The success of a company is not whether it is susséul on Facebook or
YouTube. It's whether or not they are able to commauicate to their customer”
This, combined with the quote earlier in the cdstud shifting customer leverage is
extremely powerful. It's all in the message andntieglia simply being the delivery
mechanism. | am personally very excited that teldgyis actually allowing
businesses and customers get closer. Which is édotuiitive to a large degree. It's
exciting to see the possibilities, and realityaajlobal "small” business. A
customer or fan can literally connect and starasersation with nearly any entity
that exists. And be heard! Exciting and fun!! Amd businesses, it's the
message!”(nowthatsleadership, 2010)
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Appendix A — Copyright, a brief history

Following Gutenberg’s invention of moveable typel éime printing press in 1445 (Scott,
2001) the process of producing a book became fae miticient and the publishing
industry was born. Through the UK’s 1709 Statutédhe, publishers were provided with
a legal monopoly to print a book for 14 years affigblication, after which the author could
renew the term for another 14 years. This was dddrno protect the rights of publishers
against illegal copying, now that such a thing wassible: “clearly an anti-piracy

measure...designed to regulate trade and protecepydgFrith, 1988)

But it also limited their monopoly, defining thenlgth of protection as 14, at most 28 years,
after which anybody could copy the work. By ensimgrthis protection within state-
granted law, the Statute of Ann flew in the facéhafse who believed in a natural common-
law right of the authors to benefit from their owork. The ultimate result of this approach
is that rather than having a ‘natural right’ inith@orks by legal philosophy, authors had

‘statutory rights’, granted by law.

Copyright owners were given, in general, the exetugght to do (and to authorise) the

following acts:

» Copy the work

* Rent, lend or issue copies of the work to the mubli
» Perform, broadcast or show the work in public

« Adapt the work (or do any of the above in relatiomdaptation)

In the UK the first amendment to the doctrine gbyright happened in 1814. The emphasis
on copyright changed from a focus on the publish@ne on the author, as the new
copyright bill of that year associated the ternpidtection with the lifespan of the author,
plus seven years, unless the author should diennsttven years of publication, in which
case copyright was for 42 years. This was imporfanhaking the author the basis of the
term for which his creation was protected, it gdfhim to the centre of copyright, taking

the focus from encouraging the public to learrertoouraging the author to produce and
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publish literary work that would be of lasting b&h# the public (Dobie, 2001). This
shifted the relationships between and expectatbtise public, publisher and author of the
work. Although in theory the author benefited thestfrom this shift, the publishers -
whilst they were an essential part of the dissetingrocess - still stood to gain as much,
if not more, as they continued to profit for yeafter the death of the author (Garofalo,
1999).

In 1838 the first International Copyright Act haglem enacted and, to account for the fact
that “music, more than other arts, easily crosses natibnguistic and cultural

boundaries (Laing, 1991) it was extended to include musiealks for the first time in the
1842 Copyright Act. Only a couple of decades ldEglison’s invention of the cylindrical
phonograph in 1877 (Barfe, 2004; Katz, 2004) sigthdhe birth of the music industry as
we know it today. Before 1877, the only way to hesusic (that you did not play yourself)
was to ‘listen with your feet’ at the concert hagllano concerto, drawing room or other
venue where live music was being performed (Eisent#905). The ‘song’ — its creation,
discovery, protection, licensing, exploitation aedulting income — was the focus of the
music publishing industry (Burnett, 1995) and psifiing and selling the sheet music for

such performances was their revenue source.

Critically, the phonograph represented the tramsé&dion of music from an intangible
service to a tangible object (Katz, 2004) a prodvuuth could be commoditised, packaged
and sold, allowing a commercial industry of recoodnpanies to crystallise around music
which had traditionally been supported only thropgihsonal or religious patronage rather
than commercial acumen (Eisenberg, 2005; Leyshad ;2Garofalo, 1999; Laing, 1991).
Initially there were several competing systemsegbrding technology (Gronow, 1983).
Each produced the devices which reproduced soaeti, gt up the industrial plant to
reproduce these sound recordings, and each madetibtese available to the end user
(Negus, 1993b) so it was predictable that they dewentually become involved with the
production of the music and the management of thisawhose music they were

recording.
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In 1909 the USA enacted the US Copyright Act whiebised the law to include the
concept of a royalty payment to the publisher fgarg cylinder, record or piano roll
reproduced — so called ‘mechanical royalties’ (WwHiecame known as ‘mechanicals’). Just
over a year later, in 1911, UK copyright law waseated to include ‘talking machine’
records for the first time (Frith, 1988; Aldridge964) and included the US concept of
‘mechanicals’ as well as ‘performing rights’, cailed by the Performing Rights Society
(PRS). From this time on the music industry was ihated by the manufacturers or ‘record
companies’ (Eisenberg, 2005; Kretschmer et al.1266@th, 1998). For these, with 100%
ownership of the rights in a sound recording (tigtotheir purchase of the copyright from
the artist), and frequently with 50% ownershipights in the compaosition (through their
wholly owned subsidiaries the publishing housegydght generally established them, and
not the author, as legal rights-holders of a work.

The development of radio in the 1920s together wigheconomic crash of 1929 helped to
contribute to a dramatic decrease in the salesanirds (Kasaras, 2001; Chapple and
Garofalo, 1977). Radio made the reproduction ofimargailable in the privacy of people’s
homes for far less than the cost of a record plaih this in mind, the record companies
started to look at the success of the PRS in doilgancome from the public use of its
songwriter/publisher member’'s material. Under tla@ige of the 1911 Act treating records
‘in like manner as if such contrivances were musioarks’, they decided to insist on the
payment of such rights by restaurants, clubs aihd por playing their records. The result
of the Carwardine case (in 1934, in which the Gralnome Company took a restaurant to
court for the unlicensed use of one of its produapdeld the Gramophone Company’s
claim that the owner of the copyright in a recorts-manufacturer — wate owner of the
sole right to use that record for a performanceublic’. It was at this point that
Phonographic Performance Ltd (PPL) was set up byfaaturers to administer these new

rights.

The introduction of radio was followed shortly aftards by the application of sound to
what had been the ‘silent’ movies. This led to algkale reorganisation of the recording
industry, which became an integral part of a widatertainment’ industry (Negus, 1993b;
Gronow, 1983). Copyright law was, again, not slaveatching up with these new
technologies and in 1928 the Rome amendment tBéhee treaty incorporated

broadcasting.
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The Disc Jockey/record convention arose becawsasitcheap (no sound effects,
scriptwriters, special technicians, union fees smon) and because it delivered a new
market of listeners which could be delivered toddgertiser. Initially the DJ — or, behind
the scenes, the programme director — had to pkeadef the people a lot of the time. So
those records that were already popular and sel#llj or those which were likely to
become popular and eventually sell more copies planelisted. This helped advertisers to
balance their investment in the medium againsatltience it attracted (Eisenberg, 2005)
and, as Jody Berland has noted, “(R)adio is inceabée without music, which has become

indispensable for its schedule, its income antistsners” (1990 p. 180).

The radio networks of Berland’s native Canada, el & in the US and Britain, were the
most important promotional outlets for recorded mmusetting programming agendas at
radio stations and influencing the talent acquisifpolicies of record companies throughout
the world (Negus, 1993a; Chapple and Garofalo, L9His was the first time that

copyright holders’ - mostly record companies’ - s@s$ of revenue shifted from sales to
royalties (in essence, a percentage of the ratag)pfrom the broadcast and performance of
copyrighted works (Dobie, 2001).

Newly developed technologies assist in circumventiopyright restrictions and so it was
that traditional limitations and exceptions to estve copyrights were updated to account
for the impact of technological development. Ther@eConvention for the Protection of
Literary and Artistic Works of 1886 first establehthe recognition of copyrights between
sovereign nations by application of the so-calledn® three-step test, a set of constraints
on the limitations and exceptions to exclusive tsgimder national copyright laws. The
most important version of these tests can be faurdticle 13 of ‘TRIPs’, the World

Trade Organization’s (WTO) 1994 Agreement on TrRedated Aspects of Intellectual
Property Rights, an international treaty which sieten minimum standards for most forms
of intellectual property regulation within all meetcountries of the WTO.

This reads:

“Members shall confine limitations and exceptiom&xclusive rights to certain
special casewhich do not conflict with a normal exploitatiohtbe workand_do
not unreasonably prejudice the legitimate interekthe rights holdér(each of the
three tests underlined) .
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The WIPO treaty provides authors of works with cohtver their rental and distribution
which they may not have under the Berne Convergiione. These rules are enshrined in
US law by the Digital Millennium Copyright Act 0098 (see
http://www.copyright.gov/legislation/dmca.pdfvhich criminalises production and

distribution of technology that can circumvent megas taken to protect copyright, not just
breach of copyright itself: “No person shall circuent a technological measure that
effectively controls access to a work protectedaurtdis title”. (Section 1201 (a) (1) (A)
http://cryptome.org/eu-copyright.hjm

Critics of the Act have argued that the DCMA chahtee traditional laws of copyright
mostly at the users’ expense — i.e. the expentieealoctrine of ‘fair use’ (Ross, 2005)
described below. So although the author of a ppéeeork protected by copyright was
centrally placed within the construction (and frentlly the defence) of copyright, the
original authors of a work frequently gained vetid direct revenue from copyright while
the publisher gained the majority of revenues. Was despite the fact that publishers
frequently cited the author’s rights as the caodeliby for longer protection (Albini,
2005; Hallberg, 2003; Love, 2000).
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Appendix B — Phone call notes 28July 2004

JB-KHP

Finding copy very hard, esp. fitting ‘live with ith without it sounding aggressive. How
about ‘everyone has a voice'? Need to encapsuéteipation, equality, original music,

(voice=voiceand musiq.
Popkomm — to pass by FJ in case he thinks thatda early to promote the company.

Artist and audience and technical FAQs requirechftecal issues such as player not
working on I.LE. on OSX because of a conflict with.land Java. RF’s work around — use
Safari not I.E.

Postpone Beta testing — need to give them a ligtings to look for (and also ask them to
keep eyes open for anything else that bugs theM)is(obushed for time to upload music.
Email to all re uploading more beta tester nametherist on central space

Agenda for 1% should include mPoints (exactly what they are, tiosy are accumulated
etc); strapline and everyone’s thoughts on it; driamage (i.e. we need — like
karmadownloads — to have 3 or 4 fixed statememttsathcapsulate who we are and what

we do. To go through FJ/SJ/CM emails for hints.

KHP asked CM to write one page for ‘about us’ -aasessage from our founders’. A

personal not a corporate statement.

PR — need CM to be the face/voice for the industry.
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Appendix C — Notes from meeting 26 January 2005

3 tapes
Tape One
FJ/KHP/CM/MH

FJ - Phil has done us a favour already by mixiogn® stuff at mates rates

Same with Sam who can help us in the future (NB06QIB - rang KH - and reminded her
about this and KH - will ring Sam re publicity fBtides on the back of this reminder) So
why not give them a couple of hundred shares éatiall amount, bolsters us gives us
credibility — they become ambassadors then witheshbecome even more tied in.

CM - manna from heaven — Phill Browne’s CV is fiighing — mixed 5 robert palmer Ips

2 Bob Marley Ips, written a book 30 anecdotes af redustry stuff. Get a cheap book out
through the Hong Kong connection — put a couplehaipters on the website — it's the blog
of blog. Right up Nick Hornby connection. Quiteiaenattack on the press — the bok of the
website — if he would do a couple of things for M2&ine too (JB) yes (CM) he is the sort
to update his information

JB - What about Sam Wright

KH- had lunch with her one day this week gave oraereally useful pointers about what

sparks peoples interest, getting TV etc. How mikedyt to get TV if press first etc.

Conversation about the Noise Next Door, having spaoiets of their income for support
rather than advance and recoup. (07.43)

FJ - objective for today is to review marketingmpldlumber of strands — mVine as a
concept getting that to marketplace. Then targetotgrs, artists, how we will market
Vand Christie. We are all starting to believe wd halve a launch date of mid march —
though caveat (will have warts). E.G. may not hawine purchasing (KH - Tune Tribes
don’t have that) though we can still have purchgsin the web even if it is a manual
process. Functionality is improving nicely. Graglig | suspect it wont appeal to all of us
but if we can evolve from then that's the date ap stick to.
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KH - we won't be naked when we launch

JB - AIM is re-launching

FJ - most peoples websites don’t come of age thdithird version, so we need to look at
tasks and timelines and priorities. First can wensilb minutes on what our brand is.
Brand values. MVine is 100% genre free — lots dfade on this — but as message to
marketplace — first 5 words are what set the sé@ngeople and this is not what should be
those words.

KH - make it the # or 39 thing?

FJ - yes. IN that first sentence we have to sagagmusic — doing things differently —
asking the punters’ THEN to describe in more detaitase people don't read the second
sentence.

JB - get involved in creating great original music

KH - | have started interactive digital independestord label

FJ - great line — then go on to say ‘we engageatitkence ‘ what does that mean ‘ its
about getting our audience to participate

CM - other way round. As there is a proliferatidmew launches now strikes me to avoid
being apologetic, we have to say in first sentammerline what is different. Interactive is
fine — we know what it means — in other peoplesdsim might mean less than it does to
us. Have to emphasise that it means they can dieemnere the site and label go and
grow rather than just press a button and sometiapgens.

JB - should we start with ‘were not this were thatstop comparison

FJ - 1 don't like referring to competition of negags. Don’t have to defend what we are
but promote it. Also perhaps to get away from amghhat conjures up images of the
Internet — that mindset — oh internet — not intex@sOver last 3 months had so many
people saying to me ‘oh yeas there’s someone duougjc on the internet just like you’
well fuck off!!

JB - Had two phone calls when the Dragons Den wBg the other night

FJ - Same thing!

JB - ‘'Someone doing JUST what you are doing!" aettlgey couldn’t have been more
different if they had tried!!

FJ - yes so the message needs to change so theyt caake that mistake.
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CM — | agree — what F says is right- if its we kneWwat we are doing in terms of
underlining the difference. What we are descrit@agnteractive is actually determining
where acts end up

JB - influence as opposed to interactive

CM - absolutely — and we are trying to work withisathat are big on visibility — our first
two acts — the fact that they are out on tour maka$ot more exciting. Its not like this
remote site in America, this CD Baby which is aking warehouse miles away from
anywhere with nameless people in bed sits all theecountry — its about bringing it back
to reality. | am not a wordsmith and | don’t knoawhto say that but

JB - that’s a lot to put in one sentence...

CM - but you know what | mean — its — its — FJaidgt — we want to say you can access it
here but what it brings you is artists in realByinging it back to the real which is very
different.

FJ — | have tried this with lots of people — anidl $8a number of times in different ways.
We are building a system where artists will be ablshowcase their music and where
people who buy music will be able to tell us whetiteany good or not. And if it is then
we will sign them up. Again words not perfect battof describes what we do without
committing to a platform.

CM - nitpicking — not sign them up, but developrthehen offer what they have back to
the people who have said ‘| like this’ so we arastantly developing sub brands that are
re approved and re approved bt ht users of theasitéthat, again, makes us very different
to the pop idol thing.

KH - an interactive site for active artists andropnated audiences.

All — like that —
JB - site or label?
KB - label —

JB - interactive says digital so we don’t need site

CM - right to ditch — demote genre free. 100% Géree is a bit misleading and might not
make sense to all. Has to come allied with ‘muaiad a close second to the main
statement

FJ - genre thing is applicable to people in thaigid/ but not to general users

CM - it's a important side of it — | don’t know milu@bout art but | know what | like (and

fuck you) — there is that element that we haveag . Peoples’ opinions being valued.
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FJ - lets park this but come back to it — we négsikey core critical first few messages.
Describing it in as few words as possible

KH - Nice tactic — strike out words til it makes nre senses.

FJ - SO (23.00) Middle of march. One of the thimgshave to do straight away is launch
the brand. Get the feeling that attracting arfisthe short term is not going to be that
difficult if target to have 3-400 songs by mid mardhat true?

CM - yes if we go to artists now

FJ - OK can we do that through contacts we alréedy as opposed to it being a specific
marketing campaign? Tho MU and Michael might bedblhelp. That for me seems to be
the easiest priority to tackle.

JB - 300 odd quality tracks?

KH - no any tracks — so 100 artists by launch

CM - shouldn’t be impossible. so put email togetiveich puts pressure on all of us to put
lists together. | need to tweak that ‘Approach ttishs’.

KH - T&Cs have to be in place before we can asloasyto upload.

CM - we have got to have a meeting with Cto getratract together because we already
have FAs to put up there. | was on tour listenm@Ds and its astonishing how ruthless
you get and how fast. One CD is total ‘heap of ¢hit get them to post tracks on MVine.
FJ - part of long term strategy was for ‘rather’dand | am wondering if we may need to
— there is something about the shite — we tumtd & virtue rather than a negative.

CM - Kenny Everetts worst records ever played H-salls!!

FJ - so maybe slider changes from +10 to -10...g&de now but lets revisit....Every ten
tracks get a couple featured, 2,3 new to the sygiiean only 20 people heard it) and then
mix of what'’s left. But to +ly say that within th&0 you are going to get something awful,
cringing, toe curling, make feature of it!

JB - chimes with what | was saying to you aboutdhat function — moderation — perhaps
we screen for average words, nice pleasant etd-+tchlaave an opinion.

CM - because of popular culture — Simon Cowelluafice — easy to knock something but
constructively. Though can still say its shit. Apos of nothing — Colin’s record — has cask
of whisky ready to be bottled. Cases of whisky € oase for prizes. Unusual promo tool.
First 3,000 numbered records, 12 of them have acmagnber and get a bottle of Old Big
Nose

JB - with MVine logo on?
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FJ - absolutely — a pre-requisite. Apart from thgseat ideas for the future — other thing
about artists — we should target to an MU feature.

KH - in terms of timing its tight — 2-3 months |leadfor feature. But news bit at the start,
should be only a couple of weeks.

FJ - Nigel McCeown said he would.

JB - turn contracts and T&Cs into plain English

KH - CD Baby have a really good example — realtgight forward and clear.

FJ - now what in terms of marketing are we goinddd?

JB - online and offline easiest place to start.i@ simple — just a matter of writing the
right press release.

KH - stick to 2-3 places initially? If we are doitigis prior to launch

FJ - how far in advance to we need to contact erdwurces pre-launch to have them ready
to know on the door?

JB - two weeks at tops if embargoed

KH - this is an email alert to digital music newsic week, couple of other places

JB - have sent away from rate cards for Pl, Q, NM#&s, Loaded, - a bit skewed because
v male but not a bad place to state. Need inisalwith highest coverage — then the
obvious ones — MU, AIM, etc.

CM - Popbitch —

JB - no we don’t want to be in there....iVillage, &lHandbag — but its TV news, soaps —
more a magazine story approach and that’s 2-3 meathtime.

Last thing we have to do is press release to oslies.

FJ - now what do we do?

JB - spend nothing until we have some free covedage budget for 500, 1000, 10000 and
tell you what you could do

FJ - no just tell me how much and we will do it.

KH - I urgently need to collate all the storiesttive have.

FJ - do we need extra resource to help with mackari what we need to do?

JB - don’t think do?

KH - no and we need to build the relationships otiee we lose control.

JB - this is another thing that we can do if | cao@e next week or next week — start to
have journo meetings, lunches

KH - Danny Ecclestone to interview CM - about Grigafeature — 2-3 month lead time.

Need to start that now.
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JB - what about Justine/

KH - we need to decide who we want her to talk téiek Hornby is an obvious one...

FJ - as long as she is primed with the story thepesn’t matter who she tells/speaks to
CM - seems to work at more of a Groucho Club lewét. cant call them, they would have
to call us.

(49.32)

KH - have 2 ways in to financial press — my sigtdaw, and also our Bank Manager
mentioned that he was — before he was in bankitig a journalism degree and does
financial journalism on the side if we want himwate about MVine....

General laughter — Oh OK then!

KH - so | sent him some stuff. And will talk to \kis about FT. Talking about press, better
going to online versions than print versions | khiRaster to print, more space to add if
they like an idea, its easier to get picked up iyne versions.

FJ - everything we discuss needs to happen wetkodoefore roll out. What do we need
to do now?

JB - PR wise, the Friends Reunited story, the fastibry — those are a conversation that
need to happen now for publication in 2-3 monthmeti

FJ - seem to — can we have a list of what they are

JB - yes —there is a list of ideas on central spac

FJ - we need to sequence them — a FR may be nteresting further down the line,
rather then now

JB - yes and there is a CH one as well which va#ahto be dealt with now to allow for
lead time

CM - its like — if we look at tunetribes and thsustained press campaign since November
— there is still no sign of launch. The story —hee all these sub stories — but what it is
and why it is the Groove Armada thing did them sg@uoed. With this we have to do the
same — what we are is the main story. With my natseljfficult because there are so
many strands to it — Peggy, Ewan, my Uncle mikin@new Bob Dylan book...Its like the
succinct story that - In the same way in the ptieas Tune Tribes have got, pick up the
points — new market model, new route for artistéene attached to it and that’s about it...
JB - except since they appointed a proper PR coynglaout 6 weeks ago, the whole
Groove Armada thing has completely repositionedtaeg are now using Groove Armada
to support the whole T thing as opposed to it bdimgwhich one member of Groove

Armada is involved with.
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CM - classic PR — taking the name and using that..

KH - we have the advantage that CM - is not a biaurtch single person who, with FJ, is
heading it up, and we look at what we can do pramotou — and the same with FJ - not a
subbrand, you are the brand

CM - heritage, kudos, but that is all about MViMy point is that its about rolling out a
story is devastatingly simple new label empoweriag artists, democratising ...what e
need to do is nail down a few things in this thatdifferent. For me ‘charge what you
want’ is wrong.

FJ - completely wrong

CM - this is really big hot potato and getting begg/asked me about licensing — possible
licensor in SA (59.16). but this very peculiar desh coming up all over the Internet now.
RRP is real issue — if there is an RRP but caiit getCape Town for less because of the
economy, then we are fucked, and it's a real ifmoause of the internet. Everyone
agreeing that everyone trying to undersell eackratally undercuts the artists and
therefore the quality that can be handed backegtimter

JB — the decoupling of value creation from revenue

CM - and if we have a press release (60.00) whiohssup what vine is in that much so
there is a story for people to get their teeth Irttank that might be one of the — one of the
points that we take — this is all a red herring l&e any other market. If it is allowed to be
free for all, anarchy, its not going to serve ardgpdso our line is — its about quality, about
a fair price, but a set fair price and fuck youckyou with your 40p downloads because
its just shit. That’s- hang on — if we are learnirgm TT then what will excite their
imagination — that will. The genre-isation of thinghe liberation of peoples tastes is the
second prong, and the third is true interactiwtiijch translates into the real world in to
brick and mortar, its not a sham like Pop Idol vehiewas all decided in advance, or X
Factor. (Tells anecdote abdditBrookstein). If we can get this across, this tigrdng, not
perceived interactivity, but real interactivity.|Athree things are really inflammatory.

Third one is calling everyone else a liar, but thdat of them are

JB - quality and setting a fair price second one

CM - is flying in face of way TT, iTunes work anlget second one, liberating peoples taste,
is flying in the face of the way that records hatgays been sold. (63.02)

JB - and other stories come later. And if we gegit, they will come to us.

FT would be key — credibility.

KH - nothing recent at all
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CM - the FT might be interested in ‘where’s the mgrand the ‘low expectation of sales
— relative success’. Nobody dares to talk abouatired success.

JB - no because they are all too used to Pop idlelevwhen you will you get a Million
Dollars ....!

CM - | am talking about its OK to sell a small amband build slowly. It's all skirted
over. The FT — even though it’s erudite and wellkethere is still this credibility gap in
the industry that nobody questions. Nobody questidhat Ft TT thing the way that artists
are developed and reputations built so if you vegren about relative success — yes we
have an artist that might be able to scratch adjwiith a part time job, over their first
album — but that’s reality pal!

FJ - what was odd about them was that they tadkiekigning so many different labels
whilst they were raising their fundswould be very surprised if those signings were
genuine signings.

CM - It was an odd thing to admit to

FJ - yes because anyone admitting to that

JB - relative success — Jamie Cullum has sold 2/Boms and is still a long way off
recoup.

JB - that’s scary

FJ - very

CM - backtracking a bit — financial institutionsrdbquestion this — because it's in the
semantics and the language of the music industityfane Tribes has said ‘oh we have
signed this and we’ve signed that’ — hang on a teirtnobody knows what that means!
‘You've signed this’ and ‘you’ve signed that’. Teubally if you like we have all signed
each other two hours ago! But that means nothing money changes hands, there is no
commerce, but because it's the language of thedendustry signing someone is this big
golden portal of success — though it means nothing.

FJ - and what's perfect about that, the people areownriting about this, even the FT,
have no understanding of this particular businesisthat gives us an opportunity to make
a friend and to educate somebody. Because of wesgy, what's being written is
complete drivel. And they are looking for storiebecause music is such a hot topic. 4
years ago the Internet was the hot topic.

KH - perfect example yesterday, a piece of resetlr@hyou sent through (JB) about
downloads market being bigger than the singles atarlit all of the broadsheets in

hours.
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JB - DCMS paper on funding crisis in the UK musidustry which nobody has really
picked up on, which we could use. | will ship it email,

CM - is there any way with a paper like that oftidliag it, just a paragraph as a taster, so
we are in a situation, we can fire back the gut$ wfth links to the main points etc. We
should be maximising what YOU do (JB) there arensmy camel hair coats in this
industry — a smart journo WOULD ask those questam$to suddenly get this barrage of
‘right there’s this para, this one and this oneshshowing this depth of research | think
might ....

KH - that is what we want for the press room — we@nstantly linking to new bits of
research and doing their work for them

JB - yes — so we are saying to them ‘this is wkatlys in outline — read the full deal here’
providing a service

FJ - going back to bang manager — can we empowetchdo some stuff for us — he is
looking for a Trojan horse......

KH - we could — he is absolutely up for doing amytjr wants to move into £ journalism
and is happy to use us as a story. (69.33)

FJ - an interesting one to leverage

JB / KH - we need to reconvene — sorting out diafoe week of 3 jan 05. (71.19)

CM - just before | press on | am really busy — haon MVine things and/album

etc...no time off between now and FeB"dut contactable. Have list of things here and
we will liaise with how things go on licensing tiggmwith Colin.

If we are heading towards April May thing haveatktto FC about CV support and CH so
could put together showcase which would servelasalaunch for both of them. Has to
be done by ? week in February before | go off to Europe withn@n. If Hong Kong deal
(print and production) happens we will have to hpas going to Hong Kong by ®week
in March. As soon as we know what is happening aith artists we need to know you
and K get your heads round each individual onecallpress, local radio, local contacts,
KH - us being able to put together a cogent pras& pn each artist so we have something

to send out.
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Tape Two

002 — bangles conversation

003

JB - Schedule is week before launch will ship it @d see what happens — needs to go
online first — not a wham bam launch date . See pitks it up. FT, MU, MW — worth
finding just the right person.

Student radio 02.38

Borg conversation

JB - AIM was interesting — Music Industry on thealysts couch. Music Tank event on
Tuesday night. Would have been good to go but tfascribe all events and put on AIM
website then Musicindie.org.uk can get all transarns of all meetings — really useful to
me particularly. Its like having one to one intewiwith someone. | am also triangulating
this with interviews with other people in the inthyswhich gives me a great source of
useful names because | don’t know that many realllge industry. Also looking at majors
for who is the most useful — head of digital.

KH - is this a good time to put some soup on

JB - yes it is | will stop recording — please nopedy anything interesting, OK? | want

bland, dull lunchtime conversation please.
004

JB - aiming to go live by March $5and gently roll out so that there is not one patr
date it's a gentle roll out. Update for MH - of vilvee have gone through.
FJ - describing who and what we are — can we decthe word community?
JB - | am not sure
FJ - discuss! Or not!
KH - don’'t see why we cant use he phrase buildmg#eractive community
FJ - an engaged community?
Jrrrr
KH - like the community word, word of the moment,
FJ - remember moons ago we were talking aboukitbleen table - described in a cuddly
way some elements fo what we are doing.
JB - OK will bring it in.
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Moved on to update with MH - again and tune triaesvity with FT.

JB - Raymond wants an hour when we are all onlirmmee so that RF can beta test.
(12.00) chat chat

(14.40 004) — ongoing chat......

KH - JB - lets see if we can get to MU and AIM

FJ - any others?

JB - I can find the list — Central space somewhere...

FJ - do we put the AIM and MU logos on our sitéRimk so. MH - you know of any/

KH - we must go into the Unsigned Guide — absojutelve to be.

JB - — worth a personal contact with Gerhard Leothkraask him to the Digiplay seminar |
think!

FJ - ego ego but possibly could get him onsiderendould be one of the first evangelists.
Could be good from a research point of view — yshout

JB - what have we got to use, he is going to havepanion about us anyway, so | may as
well. He put himself on our beta test list aftdr.al

FJ - did he? Oh well go back to him then, defigjtstroke him and say listen you want to
be one of the very first to break the news outeher

JB - OK will do that and get him on the beta teB#4B). And possibly seminar.

KH - looking for list of useful contacts of place® should join

FJ - out that on the list for now

KH - OK. At the risk of making ourselves write ahet document we need to work out
which mags we are going to write to with which seyand when.

JB - monthlies glossies not online

KH - yea. | think that saving those up for CH and §ories and bring MVine in on the
back of it. Apart from the obvious music papers...

FJ - is that a tactic — to avoid all the musicspre

KH - no that will piss them off

FJ - if we use the MU and nothing else they might

FJ - we are trying to get controversial

MH - perhaps not the IPC media, the smaller outfits

KH - yea the IPC media guys are so jaded.
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Chat about PR lists, documents where to put stete§26.02)

MH - Central Space: do we know how each indivichedds to be contacted? |

did have on the central space

JB - | am going to dedicate a day to refillinganh sure | am wasting time duplicating
effort here

MH - is it worth us having somewhere not live te thiorld but on the site, some space
where we can put these documents and work on togethter?

JB - yes we have the Central Space — heard of this?

MH - yes

KH - have al the databases on there, you have swtzds

FJ - have to download some software first

JB - important that you do that cause everythirag tre have all been working on is up
there — so we are all working on one document saneeot reinventing the wheel.

KH - update on contacts of Central Space

FJ — Fan Clubs — pinch points

JB - your pinch points like my iteration — wordtbe day (31.20)

Whole long conversation about fan and fan clubasgtirey the word. Personal approach.
(34.31)

FJ - split band names into sections for JB, KH, MH

MH - don’t want S — more Ss than anything else

NB another personal exercise like personal caltists
JB - writing to administrator of smaller sites mathhan blanket email — same thing on
forums, rather than posting advertorial.

45.20
Conversation about message boards
FJ - Those where we start the thread, or thogdtiegounter starts up.

Chat not same as discussion. Message board net pesting and moderated (possibly)
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KH - makes sense to havé/aection, Christie section — about making sure nggsbaard
is understandable by people who use message boards.

FJ - look and feel need to be changed but notifyrio

46.39 FJ - we are covered promotion over the tvextmonths

FJ - MVine voters audience and artstand Christie update.

005

JB - Oh no I told you - Don’t say anything interegtif | am NOT RECORDING it! You
are talking about a very interestikgnd Christie thing and the tape stopped.

KH - update on Colin,.

Also Ella came in (03.53 005)

12.36 — a lot of criticism about McFly recruitinghairman’ in each school — lots of
cynical articles about using — exploiting kids tarket product

FJ - at least there is some benefit — kids cahtpesg music — but you are right there is
something there

JB - something to clarify — minors - <14 years.’tanyone use it?

KH - why should there be a limit?

FJ - more about showing intent.

JB - get FC to clarify this.

KH - we all have to write FAQs

JB - cant leave it to beta testers. On to Marketitg Vand Christie (unless anything else
thatVsaid to you — what an interesting conversatiori$.35)

JB - can we put that sort of conversation up on MM+ sounds really interesting!

KH - well it was very long and rambling, he wasitasboned...

FJ - it might be something better for the micte si if we do that

MH - | can do a standard HTML one

FJ - fantastic. Do it.

JB - FJ - conversation about Mason, piece f sgwalB - remembered as was in case
study that has just been accepted by IJCEC (cargt@ans btw from KH) thank you all
for your help — couldn’t have done it without you!

18.54 MH - happy to take over the microsite Solodm an interview that goes on
musicoMH straight away and be duplicated on theasite. Small little press page on

micro site etc. Really up for it — separate lytook, up for doing things — book of lyrics
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photos etc, CD mounted in the back like kids boeksally up for relaunching. Another
way of packaging him.

JB - yup — brand extension

KH - from notes | took yesterday | could transcribem — more like him quoting Ibsen at
me every 5 minutes.....

JB - you didn’t inhale did you dear

KH - unfortunately | did! Will try to type it up isome recognisable form.

Then we go into press, get actual quotes we caangselo telly at the same time. Has
particularly good relations with Jonathan Ross Wwas been very supportive — does radio
2 and TV . Andy Davis is J.Ross’s radio producet arv good friend of Colin’s. Last year
JR hadVin for a couple of sessions. Also given KH - listlmose who were supportive of
him at R2.

MH - how many copies of alboum?

KH - Have as many of albums as you want. Wanutoagproper press pack together. He
will be interviewed anywhere any time we want hiveed the whole press pack —
highlighting specific tracks etc...

Go to 25.19 End of Tape

In terms of Christie | am still waiting to hear k&dcom FC. Would love to get fly on the

wall documentary done in Ireland, is v irish, hastrong following

Tape Three

Squeaky mini disc

003 Historically he has sold up to "00 albums dtigquick maths — we can probably flog
3-4000 on the tour alone.

KH - promotional discussion about what we are gamdo with Christie.....list of
journalists

Lots on CH that we can do, he has v loyal followibgt of folk/Celtic Connection
websites put their tentacles out a long way.

JB - send CDs to Ryan air and Aer Lingus

MH - — so site launched mid march — then anothantmto launch of album...?

FJ - something like that.
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FJ - Can | ask you something — when you are wriiiigyup can you pull out who needs to
do what by person? Once there are lists for everylo@an next thing is to put dates next to
each of them and that’s for each person to do.

JB - So put To Dos all at the end by person, teeue is to get them to individual people
and ask them to put dates next to each — | wilkguiative date there before sending out.
Report will be by issue, then to dos at the end.

KH - — Sparkling elderflower wine to celebrate signof signatures on contracts.
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Appendix D - Transcript of IM conversation 8" February 2005

AIM Chat with B <yusoshi@mac.com>, K.

11:51

B: test text message can you read this?
M: Do you need another 10?

B: ah ha

B: there you are

M: Sorry...I was in the other room..

B: so - all three of us can conference

B: yes?

M: OK...

K: yes

11:55

B: tech heaven!

M: Hi K

K: hi M!

B: K's going to be getting a Mac soon
M: Thank god for that!

K: next 10 days

v9)

: so when Tiger comes out we will be able to videoference

v9)

: very useful

~

: heaven forbid

M: It'll be much easier than all of us speakingrte...

A

: shut up at the back!

M
M: where shall we begin chaps?
B: ok - where do we start?

B: ha ha

M: Do you want to give me 2 minutes to blah?

K: M, i want to outline the basic position as peyr eamail to C- are you familiar with that?
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M: Yes, but maybe you should reiterate?

K: hold on while i cut and paste

K: ok - problems with cut and paste - i'll typetaed

B: i can help

M: OK..

B: 1. The B**** album provisionally entitled "Two lurches' to be licensed to mVine for

12 months;

12:00

B: 2. mVine to have worldwide internet rights oin-line shop and downloads) with an
option to

extend for a further year if sales

of 10,000 units or more have been achieved;

B: 3. We would consider a separate arrangemerntdiand in relation to putting the aloum
into
shops,

(in light of their limited broadband capability);

B: 4. Nero Schwarz Ltd. (NSL) retains all otherhiigy

B: 5. mVine to advance £6,000.00 to NSL,; (half dfaivwas proposed)

B: 6. 50% royalty after recoupment of mVine's costs

B: there is no rule 7

M: OK...if this is negotiation, can we start fronpasition too and say what we'd like?
K: ok

M: 1. 'Two Churches' licensed for term expiringrh8nths from release

M: 2. We're not happy with internet rights only,vees feel that this will compromise

everyone's position and restricts marketing tori@eonly.

12:05
M: 2A (). We'd like an extension based on 5,00@sun

B: shall we respond to each point as we go along?
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M: OK.... start with 1

K: 1. 18 months is a better option than 3 yearsidwer, it still leaves us exposed to
having a 'dead’ album

B: if Mvine doesn't work - we don't have much leftwork

B: we have to think about the ‘what ifs’

B: 18 months is still very risky to us

B: on point 2

M: Of course, but as we said yesterday this isp t# faith for BOTH parties. we need
adequate time to make this album work.

B: your initial position was that you weren't goitogput the record in the shops

B: so we had to have the rights to do this ourselve

12:10

B: and regarding time - you really should knowaiuycan make a go of this record within
12 months

B: you'll have had to move on to another recordradtfew months anyway

B: leaving us a bit high and dry

B: with no rights to sell

M: Records in shops:- we want to approach bricksraortar in all relevant territories and
work with them.

B: well this is new

B: you don't have any relationships already?

B: we do

M: This may be where some of the confusion has.been

M: ....and we do too.

B: shops means distrubution

B: and wholesale prices

B: and a lot less contribution to our bottom line

B: and moves our break even point even further away

M: Yes. 50% on our net reciepts. What are you dften Bricks and Mortar?
B: we are already looking at options to licenss tiecord directly

12:15
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M: Thought so.

M:

B: and get more promotion involved that's local

M: and....

B: frankly, Mivine are unlikely to be able to muohtside the UK
B: at least at first

M: Why is that?

B: your marketing plan doesn't mention Americallat a
: it"s 50% of the d/I market

: and we have to do something in that territory

: Germany is traditionally a strong market for B**

: we may already be able to get a deal

. Ignorance. What is d/l market?

: download - sorry

: 50%....s0 far and changing rapidly.

W W 22T W W W W

. yes but we can't ignore it

<

. ....and not for breaking 'new" artists.

: not true

o W

: my contacts are giving me lots of news abous@rbreaking via the net

B: and the 5,000 figure is not working for us

M: ...my contacts aren's, and we're every dayist Music Week this week cites the lack
of the ability of the net breaking artists.

B: 10,000 will not even break even on our recordiogts

12:20

B: why exactly should we be with Mvine when we clnit ourselves?

B: even if we sold half as many - we'd make mor@@yo

K: having said that ... the big plus for me withinesis the enthusiasm for the album and
the marketing capabilities

K: ... and i would like to work M and Kerry

M: What else is there than marketing?

B: what's Mvine's policy about putting the recordAmazon?

B: or on iTunes?

M: What's your view on that?
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B: sorry - don't understand your question
M: Ok.....in principle, fine, except we truly belewe can do it better. B**** |ost in an

ocean of product.

12:25

M: ...same with 'Tune tribes’, 'CD Baby' et al.

B: are you going to put the alboum an Amazon anché€B?

K: if you truly believe mvine can do it better, thedon't understand why a sales target of
10k units over 12 months is a sticking point. as know, even after 10k units we still
have not recouped our recording costs

K: why would we commit the album to anybody thatrdi feel confident of selling in
excess of 10kunits?

M: We're pressing 10,000 units to sell, not tolst&¢e're covering ourselves as B****
will need loads of input to increase profile frorheve he is right now. This process may
take longer than 12months.

B: but you still can't answer our question

B: you're asking for exclusivity

B: we can't do anything else with it

12:30

M: ...and we wouldn't press that number if we dibelieve in this record. We feel you're
tyingour hands with limited time frame and markgtpossibilities. What else are you
planning, if that's not a rude question ??

K: i think we need to cover ourselves as wellw# can't agree the sales target perhaps we
shouldlook for the 'protection’ of a decent advance

B: we haven't even got a finished record yet

M: Damn near finished....

B: we have an obligation to find out what our mankaue is

M: Understood.

B: also - Mvine is a new company

B: you are going to make mistakes

B: inevitably

B: do we want to be a test bed?

M: Alll labels make mistakes.
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T U U W W W W mwm < T O

: with our 'precious’ record?

: we only get one once every couple of years yoank

- if we're lucky

: With our precious company. And MY precious retor
: or unlucky depending on your point of view!

: yes - but you see our point?

. it looks very dodgy

: from a lawyer's point of view

: and i haven't dared tell our lawyer what weal&ihg about yet
: he'll think we're mad

: no one does exclusive internet deals

: there are too many options and new start uppdrapg every day

12:35

M:

What exactly looks dodgy? Why will he think yoeimad? We are not proposing

exclusivelymarketing/internet only. It's in the marketing plan.

B:
B:
B:
M:
B:

. it"s about rights

0 U W W W W @

no - but you want exclusive rights
we can't sell it anywhere else
throughout the world

We're selling it. Together.

so can we do deals on it?

: that's all we have to trade with

. if we can already license it into a territorwhy should we give it to you?
: you have to understand that all these quesaom®atural ones

: you would ask them yourself if it was your band

. enthusiasm and belief is great

: but it can only go so far

12:40

The AIM service could not send the message: A ngeseapicture is too large to be

transmitted.

M:

This is based on way more than enthusidBmy/e are all investing our time and

money.
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M: We can work it a damn sight more effectivelywimternet PLUS bricks and mortar
and onthe ground promo. | really think we can ditdoehan Hypertension in Germany,
for instance, as a powerful partner.

B: the marketing budget we were told was £10k

B: we put hat figure in the spreadsheets and ndhasehallenged that figure since

K: i want to say that we really do want to go witlvine but it is a new venture and we
have to be cautious. and let's be honest, nons afeauin this simply for the pleasure ...
everyone needs to see a return ...

B: that's not worth a worldwide exclusive license

M: So what is?

K: recouping our recording costs would be a start

12:45

: you see i think your model doesn't work for umahcially
: you have to build a model where you can makeoéitgrom low sales
: but that doesn't pay our costs

: Low sales pays nobody's costs.

: 5,000 is no interest to us

 none at all

: we can do that ourselves

: you know that

: 10,00 is still a risk

. sorry - missed zero

: 5,000 is merely a garauntee of our extension.

: but why would we extend?

: we make no money at all?

: Vdoesn't put one cent in his pocket

U T U o Z W 0 0 0 0 0 £ 0 W @

: and you get another period

B: it just doesn't make sense

M: Because we aim to do a lot better than Townskendthers put together. It takes
longer than 12 months to set up this album in mettitories. he can't be everywhere at
once.

M: We want to build this album. It's not yer popri®dnth-life-span-album.
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12:50

B: but can't you see our point?

B: if we can't get a better deal than the one yew#ering, we'd be better off doing it
ourselves?

M: | really don't think so. Do you want to discussadvance, then?

K: would you cover our recording costs?

M: £6,000 to £40,000 plus in one fell swoop????

K: we suggested £6k being half of the mix and mdstelget - it was a token gesture given

thatmvine were going to pay for the mix in full.

12:55

M: What would you want for worldwide rights with 48 month term?
B: there's no way you could afford it

: we have to work out something else

> you can't even prove you can handle worldwidats yet

: emphasise 'yet'

: you may in time

: and that would be great

: we may sound like arseholes

0 U W W W W @

: but we are trying to figure out how to work this

13:00

M: We can't start to prove that from a grossly figieposition with both hands tied.

B: why tied?

B: what's your concern?

M: We can't have no control over bricks n M whdroak marketing efforts stand to be
completely undermined by other deals that you do.

B: undermined?

B: marketing would be enhanced

B: more effort in more territories

B: i don't even know if we can license a record tocal label when you have d/l rights
M: Exactly.

B: but i know some territories would want to bugct from you

B: we've done this
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13:05

B: if you have all the d/I rights - which is whese started - how does it hurt you to have
someone else promoting it in 'say' Turkey?

M: We'd licence to the Turkeys in the usual way andeavour to work with
them/maximise d/l sales.

B: but why should you get half our income? we caritds already.

M: When was the last time you did a licencing deigh an indie that effectiviey marketed
Colin? Are you going to activley market instead?

B: but you can't market in these territories

B: we've had some good, some bad

B: just like you will have

13:10
B: there's no way you can monitor these peoplegrtppvithout a huge team
M: Internet marketing is global, and will be coordied with on the ground efforts in other

territories.

M: .....our team's bigger than yours. Ner ner rmenee.
: bottom line is - this deal doesn't add up for us
: we have to find a way of making this work
: we want to work with you
: but we can't give you worldwide exclusive asténds
. we can try some territories and terms and huildbm there

B

B

B

B

B

B: if it works - we're all happy

B: if it doesn't we have the chance of doing sometlurselves
B: we have to be more creative on the deal
B: don;t forget - as it stands - we don;t get paid
B: do you?

M: In what sense?

B: when do we make a dollar?
B: at what sales figure?

13:15
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B: how much are you going to spend and recoup bef@ see anything?
M: I think we all have to speak. This is going rduend round and round. Is there any way
we can all talk?
B: you will be earning a long time before we do
B: well we can maybe set up a conferenceBall
Baker: maybe Thursday?
B: I'm tied up tomorrow
- K?
: OK. Let's do it. Any chance right now?
: thursday's ok for me but i don't know if i hatvee technology?
: I'm bushed and my dinner's ready
: and my blood sugar's running out
: OK. Thursday. What time?

. i can fit in with whatever suitB - given the time difference

B

M

K

B

K

M

K

B: let's confirm when we've investigated the tedbgp
K: ok

B: unless you have a call-in conference thing?

B: we did it once but BT dropped the service

K: is that question to M?

B: yup

B: have you used one recently?

M: Have to check it out.

B: there was a BT thing - call in from outside

M: Can you come down Thursday, K, and we'll videthw from here?

13:20

K: sorry M - i wouldn't feel comfortable with that

M: Understand. If we can't conference, how elsensrgoing to make this happen?
B: we don't have to rush

M: ....I'll check out the conference option.

B: we don;t even have a finished record yet

M: Yes we do.

B: lets' review this conference and think about it
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B: not according t&

K: who's he?

alum MacColl: It'll never be finished according\o

: Vwho?

: he's written this great new song - we shouldbgck to SA and record it!
: maybe do a gig!

: get pissed

: Sod off and have yer sushi.....

: I'm hungry

: could we get an advance?

: will send rice

W W X W T W W W X

: seeds

13:25
M: Byeeeeeeeeeeee!
B: byeeeee

K: tara!
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Appendix E — Triangulation interview, 23 November 2005

1. How do you know about MVine and what do you thirfikt®

Got confused with MVine, not sure where he was loerg he should go, so requested that
where it says 'fill in your bio details' in bodymg perhaps a link directly to the page there
(ie to fill in bio details 'click here', to uploddhcks ‘click here' - he said he knew it was
only a small thing but he had been really put gfhlaving to look around for the right
place to be, when other sites make it easier. Hem#lWine the friendliest site - had heard
from me, MZine, and Kerry....Wanted a search fuorcso | pointed him to the 'search for
artist button, which may well not have been thast time he logged on. Will vote and
comment when he has time. Suggested a specificfpagploading 'gigs’ which | said |
would suggest, but to put his info up on bio pagenbw and we would try to catch it all
for the next issue of the MZine. Also just stantagpadupa.com, if we want to link to them
for reviews information - v small but happy to lifiko us. Hasn't used Mvine much,
simply uploaded tracks as part of an exercisehithvhe is getting tracks onto as many
websites as possible - read out MP3, iTunes, CDBabyVow, MySpace, garageband,
DMusic, therecordindustry.com VItaminic, soundclickndm....just the start of first of 6

pages.

2. What changes has technology made to your creationa@nsumption of music?
Its like | have control but also complete and utesponsibility. | would love to take all the
time it took to work at this level but | would nexget any music made! But | know lots of
people who do. And even with my spare time, | caaieand Facebook and get lots more
notice than | would otherwise.

3. How is this different from your traditional actiigs in these respects?

I made a linedancing track 3 years ago which asisgbout broken even, but its not about

the money, isit? The label | was on at the tiouktanything that the record recouped. |
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wouldn’t go that way now, no way, | would be videgimy daughters dancing and slap it

up on YouTube, wouldn’t I'?

4. How has your relationship with the record label&amer/artist changed as a

result?

Well, its like | said, | wouldn’t bother now, repllWhy should 1? They might stump up but
they would be there with hands out if | made 30pould end up owing them £30. | can
make more, and have a lot more fun, doing my owrgtand building up my fan base by

talking to them. Its so much more fun — and makeseffort worthwhile.

5. What in your opinion are the key characteristicsuwfcessful modern music

businesses?
Connectivity. Talk to your fans one by one, likeytreally matter — because they do, and

if you alienate them they can find something etemewhere else, in a few seconds.

Bugger the labels — what we need is dialogue natapoly, and freedom, not control.
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Appendix F — TIM Report, 8" December 2004

TIM Report

08 December 2004

Note — italics are individuals own words, non-italks my commentsyed means action

point

mVine is a 100% genre-free interactive digital recal label for original artists and
music.

Our vision is that by telling us what they think alout new music that they listen to,

our audience can become influential in its success

We get really excited about great new music
We'll never be anything but fair
Like our audience we're open minded, and realistic
We are looking for sustainable quality

We are about giving a voice to the audience as wel the artist

Registrations — 118
Latest:
None. Can all please make a point of rousting fgwamore possible boys and girls for

beta testing?
1. Frank Joshi

Summary of achievements
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» Dealing with Carrot and website.
Critical issues
* Ensuring site in viable position to go to betaitegtincluding ongoing
conversations with RF
To do:
* Reduce cost of E&Y input to shareholders’ agreement
* Working with FC on v3 of CV contract.
* Refining functionality of website with RF (includirhow shopping cart, ‘tell a
friend’ and mPoints will work).

* In process of completing MCPS applications
Projects owned Website development, legal/shareholding

Availability over Christmas
December (ooa = out of action)

wic 6™
wic 13"
wic 20"
January
wic 3%

2. Raymond Field

Summary of achievements
* Has been waiting — is no more
Critical issues
* None yet
To do:
e Setting up common elements and structure of wehsiteanded over by Carrot
* Link back end to front end
* Adding functionality to back end where needed
o Hoping but not promising to have some modular etemor us to see on 15

Projects owned
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» Delivery of functional website

Availability over Christmas
December (ooa = out of action)

wic 6"
wi/c 13"
wic 2d"

January
Ww/c 3%

3.M

Summary of achievements

* Met with Con Sunday, and gave her the roughs fdinGaalbum to listen to while
she’s negotiating witB and K, his managers

e She’s also passed on a few more CDs of new aftistem to listen to.

* Had a good conversation wiBi(Jones) re: physical manufacturing of CDs in Hong
Kong. B sourced the production of his own new album frokhathd the cost per unit
was extremely good, even given the low 2000 rurhidks that we should be able to
get physical costs down a long way if we go fol0D0, copies — he’s going to talk to
Frank about this. He’s identified a chap in HK wdam project manager the sourcing of
this as it makes sense to have somebody ‘on thengro

Critical Issues:

Bank Raid

To Dot

Bank Raid

Projects owned

Bank Raid

Availability over Christmas
December (ooa = out of action)

wic 6"
wic 13"
wic 20"
January
wic 3%
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4.Joanna Berry

Summary of Achievements:

FYI docs as usual; all these will now come withdegao let you know roughly what is
in them; as Cpointed out and | subsequently cated|dahere have been an AWFUL lot
of FYIs and it’s hard to find the one you want witih more detail in the subject.
Meeting with Dr. Sarah Skerratt re: mVine projee@nts to do a funded project on
mVine and rural areas. Our idea is based on litaras that show yoof in rural areas
are leaving at an alarming rate because they asendiranchised/peripheralised/not
‘connected’ with the larger cities. What we arakimg of is a staged analysis of how
mid band, broadband and wireless connectivityhese areas could help a revival of
rural areas, crafts and populations by giving thaway to feel connected, empowered
and of value using mVine as the indicator.

So we would assess what 17-21 year olds do betfvé2pm without

i/net access as a control, and then assess howsacaevarying

speeds) and use of mVine would affect their tinie@rinteraction,

satisfaction etc etc etc. Or something like that.

She and | are still hammering out the detail butweat to use mVine

because it allows for such a lot of engagemengrawtion and

community which is exactly what appears to be mgssAnyhow, it is

all contributory to the Ph.D and would be fundedgsvould apply to

the ESRC thus avoiding the issue of the Uni losigigstudentship

'‘points’) so its all good!

Kerrys response also interesting: “As | understartie rural areas that border the M4
corridor (relatively rural anyway) are more likdtybe broadband connected, with the
areas further from the spine (M’s explained it akeleton lying on its side, head in the
south east, spine along the M4 and arms outstr@tclezreasingly likely to be
broadband. Would be interesting to have a dembgragpofile of current trends in
drug abuse amongst the 17-24 group — | know thakigton in Cumbria has one of
the worst records of youth drug addiction in thardoy. Might even be possible to get
some commercial sponsorship from internet sengaggliers or even poss gov.

funding via Fergal Sharkey as the music “tzar"ock how connectivity and on-line
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music communities improve disaffection amongstythieng” or something along those
lines. We could certainly find a million ways teauthe study for PR.”
Critical Issues:
* Agenda items for meeting on 15th to me please
To Do:
* Awaiting response frorB Gordon.
» Outline marketing plan for Christie Hennessey; virogkon with KHP.
» Beta tester letter — working on with KHP
Projects owned
e TIM
* Meeting agenda
* Marketing planning (with KHP)

* General information provision

Availability over Christmas
December (ooa = out of action)

wic 6™ 9" 0oa all day

wi/c 13" 16" 11-2 ooa
17" 2pm+ ooa

wic 2d"™ 239 1pm+ ooa

January

wic 3% back to school

5 Kerry Harvey Piper

Summary of achievements

* | have the stationery designs from Kit & Katie whige can look at during the
meeting.

* Haven't managed to reach Michael yet, but have apwiled him. It's unlikely I'll get
a chance to meet with him before next week now.

* Have been testing the site with Frank, picking op problems with safari & firefox
running with Mac OSX — think that everything istpréaunky-dory now. Can't wait to
get testing!

» Drafting letter for beta testers
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« Been sending various documents through to all aimdipg them out this end so that
M can read them when he’s away.
* Input on website
Critical Issues
» Still to do urgently — Christie’s outline marketiptan (Marketing plan (with JB)
for Christie Hennessey (to involve possible intevwi and background research).
CM has had conversation with KHP and these thoughitéorm basis of
document to be worked on between JB and KHP)
To Do
* Website copy please can everyontook at the copy currently up on the latest
iteration of the site and give their opinion difgdiack to Kerry? A good yardstick
for the ‘tone’ is whether it's the way CM would kab an artist/voter.
» Gathering list & contacting potential new input-eeswebsite
* Hassle CM about ‘And another thing ...’
» Beta testing as soon as possible.
Projects owned
«  Website copy
e Input on website design & development

» Stationery

Availability over Christmas
December (ooa = out of action)

wic 6"
wic 13"
wic 20"
January
wic 3%

8 CCotton

Summary of achievements

e Met up with M — see above.
Critical issues
To Do

* Negotiating Colin's deal
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» Finalising Letter of Engagement with Tax Advisers
Projects owned

e Alllegal

Availability over Christmas
December (ooa = out of action)

wic 6™
wic 13"
wic 20"
January
wic 3%
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Appendix G — Sample itinerary for M

151004 — HP, by email:

“M’s itinerary: Read it and weep ....

Oct:

14 - Norway

15 - Ireland

16 - home by lunchtime
17 - Acoustic recording
18 - Holland

19 - Holland

20 - Barcelona

21 - Barcelona

22 - Cologne

23 - home by lunchtime
24 - home

25 - mVine meeting

26 - 29 - recording witVVerncombe
30 - Switzerland

31 - Switzerland

November:

1 - home (working with Peggy)

2 - home (working with Peggy)

3 - home (working with Atomic Kitten?)
4 - home (working with Atomic Kitten?)
5 - Basle

6 -home

7 -home

8 - home
280



9 - Recording with BBC

10 - Recording with BBC

11 - home (working with Tim)
12 - home (working with Tim)
13 - home

14 - Portugal

15 - Portugal

16 - home

17 - UK TV recording

18 - Edinburgh

19 - Ireland

20 - Italy

21 - ltaly

22 - UK TV recording

23 - 26 home

27 - Germany

28 - Germany

29/30/1 - home

December

2/3/4 rehearsals for tour

5 - Europe

6 - Europe

7 - Tour starts ........... Home on December 23rd
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