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Cited Statements 
Bob Ezrin ς aǳǎƛŎ tǊƻŘǳŎŜǊΥ ά²Ŝ ƘŀǾŜ ǘƻ find something that people pay for ōŜŎŀǳǎŜ ƛǘΩǎ ƳƻǊŜ 

convenient. If we provided a service that was just easy, worked everywhere, gave you what you want 

whenever you wanted it, and charged a monthly fee όΧύΣ L ǘƘƛƴƪ ǘƘŀǘ Ƨǳǎǘ ƻǳǘ ƻŦ ŀ ǎŜƴǎŜ ƻŦ ŎƻƴǾŜƴƛŜƴŎŜ 

ǇŜƻǇƭŜ ǿƻǳƭŘ ǎǳōǎŎǊƛōŜΦ όΧύ {ƻ L ǿƻǳƭŘ ƳŀƪŜ ŀ delivery system that was an all-label, all-material, no-

restrictions, one-price, all-you-can-eat modelΦέ ό{ƻǳǊŎŜΥ  .ŀǘǘƛƴƻΣ 5ŀǾƛŘκ wƛŎƘŀǊŘǎΣ YŜƭƭƛΥ ¢ƘŜ !Ǌǘ ƻŦ 

Digital Music, 56 Visionary Artists & Insiders Reveal Their Creative Secrets, San Francisco, 2005, p.27)  

Marc Geiger- ŎƻƴŎŜǊǘ ǇǊƻƳƻǘŜǊ ŀƴŘ ǘŀƭŜƴǘ ŀƎŜƴǘΥ ά! connected artist ƛǎ ŎƻƳƳǳƴƛŎŀǘƛƴƎ ŘƛǊŜŎǘƭȅ ǘƻ ŦŀƴǎΦέ 

ά¢ƘŜ ŀǊǘƛǎǘ ŘƻŜǎ ƴƻǘ ǳƴŘŜǊǎǘŀƴŘ ȅŜǘ ǘƘŀǘ ƛǘ ƛǎ ǘƘŜ ŀǊǘƛǎǘΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ǘƻ ƎŜǘ ƛǘ ǘƻ ǘƘŜ ŎƻƴǎǳƳŜǊΦ όΧύ ¢ƘŜ 

artist has to get savvy in capturing their audience and then communicating with them on an ongoing 

ōŀǎƛǎΦέ ό{ƻǳǊŎŜΥ  .ŀǘǘƛƴƻΣ 5ŀǾƛŘκ wƛŎƘŀǊŘǎΣ YŜƭƭƛΥ ¢ƘŜ !Ǌǘ ƻŦ 5ƛƎƛǘŀƭ aǳǎƛŎΣ рс ±ƛǎƛƻƴŀǊȅ !Ǌǘƛǎǘǎ ϧ LƴǎƛŘŜǊǎ 

Reveal Their Creative Secrets, San Francisco, 2005, p.35) 

Jim Griffin ς consultant for digital deƭƛǾŜǊȅ ƻŦ ŀǊǘΥ ά[ŜǘΩǎ ŀŎƪƴƻǿƭŜŘƎŜ ǘƘŀǘ anarchy is and will always be a 

part of our businessΣ ŀƴŘ ǘƘŀǘ ƛǘΩǎ ŀŎǘǳŀƭƭȅ ƻƴŜ ƻŦ ǘƘŜ ƎǊŜŀǘ ōƭŜǎǎƛƴƎǎ ƻŦ ƻǳǊ ōǳǎƛƴŜǎǎΦ LƴǎǘŜŀŘ ƻŦ ǘǊȅƛƴƎ ǘƻ 

ǎǘƻǇ ƛǘΣ ƳƻƴŜǘƛȊŜ ƛǘΦ όΧύ ōŜŎŀǳǎŜ ǘƘŜ ŀƭǘŜǊƴŀǘƛǾŜ ς controlling the quantity and the destiny of art, of 

knowledge, of music ς ƛǎ ǎŎŀǊȅΦέ (Source:  Battino, David/ Richards, Kelli: The Art of Digital Music, 56 

Visionary Artists & Insiders Reveal Their Creative Secrets, San Francisco, 2005, p.41) 

Peter Gotcher - independent investor focusing on investments in digital media technology companies: 

άLΩƳ ŀ ǎǘǊƻƴƎ ōŜƭƛŜǾŜǊ ǘƘŀǘ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ƻǊ ǘŜƴ ȅŜŀǊǎ ȅƻǳ ǿƛƭƭ ǎŜŜ ōǊƻŀŘ ŀŘƻǇǘƛƻƴ ƻŦ music 

subscription services. And my guess is it will work very similarly to cable TVΥ ¸ƻǳΩƭƭ Ǉŀȅ ŀ ōase rate for a 

whole bunch of back catalog and current non-ǇǊŜƳƛǳƳ ŎƻƴǘŜƴǘΣ ŀƴŘ ȅƻǳΩƭƭ ŀƭǎƻ ƘŀǾŜ Ǉŀȅ-per-view. It will 

probably use an ASCAP/BMI-style model, where the company streaming the media will track playback 

information and then artists will be paiŘ ƛƴ ǇǊƻǇƻǊǘƛƻƴ ǘƻ ǿƘŀǘ ǇŜƻǇƭŜ ŀǊŜ ƭƛǎǘŜƴƛƴƎ ǘƻΦέ ό{ƻǳǊŎŜΥ  .ŀǘǘƛƴƻΣ 

David/ Richards, Kelli: The Art of Digital Music, 56 Visionary Artists & Insiders Reveal Their Creative 

Secrets, San Francisco, 2005, p.235) 
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Facts and Thoughts Concerning the Current Development on the 

Music Market  
Summary of a study by Stein-Sacks, Shelly (2006): The Canadian Independent Music Industry, An 

Examination of Distribution and Access, Prepared for the Department of Canadian Heritage 

Sales situation  

¶ Big box stores with a limited selection (major-label music sales) 

¶ Speciality retailers with a great selection, but struggling to survive 

¶ Walmart-ŜŦŦŜŎǘΥ ά²ƘƛƭŜ ²ŀƭ-Mart represents 20% of major-label music sales, music only 

ǊŜǇǊŜǎŜƴǘǎ ŀōƻǳǘ н ҈ ƻŦ ²ŀƭƳŀǊǘΩǎ ǘƻǘŀƭ ǎŀƭŜǎΦέ 

Distributi on opportunities  

¶ P2P - Peer to Peer, File sharing, File sharing networks 

¶ Social music networks for friends and Media hosting sites 

¶ CDs 

¶ Direct Internet connection, music flat rate 

¶ Specialized retailers, e.g. the Starbucks and Apple store co-operation 

¶ Digital download stores, e.g. iTunes 

¶ B2B distribution 

¶ Online music retail 

¶ Direct communication between artists and fans 

Goal: Promotion and/ or m onetization?  

¶ Revenue through hardware ς Profits occur through iPod sales not through iTunes sales. 

¶ Digital Rights Management: Protection from unauthorized use, but needs a high technical effort 

¶ In order to secure monetization the US Music Industry conducted lawsuits against Napster, 

Kazaa, AllofMP3.com and many others. (Ąneed to change of view, issues to be resolved) 

¶ Revenue from foreign markets 

¶ Broad spectrum of revenue channels 

¶ Dependent on Micro payments  

¶ Pay-for-downloads Model 

¶ Subscription Model (monthly or annual fee) 

¶ Utility Model (included in the monthly ISP or cell phone bill) Ą legitimizing of online content 

Customers, consumers  

¶ The Net Generation 

¶ The Old Generation 

¶ Diversity 
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Marketing  

¶ Recommendation software  

¶ Collaborative filtering (like Amazon does) 

¶ Cross-genre or radio streaming recommendations 

¶ Communities: chats, fan exchanges, Social networks 

¶ Additional promotion e.g. through ring tones 

Canadian issues 

¶ Canada has the greatest number of file sharers per capita in the world according to a report by 

the OECD. 

¶ The issue of jurisdiction needs to be solved. 

¶ The interoperability issue needs to be resolved. 

¶ There is support for Canadian music from SRDP (Sound Recording Development Program) and 

CMF (Canada Music Fund) but no equivalent for digitization and digital distribution. 

¶ Digital distributors need infrastructure support. 

¶ The Canadian Music players need to find solutions to remain competitive on the global market. 

Future pr ospects 

¶ Obstacles: local administration of publishing and licensing rights 

¶ Global licensing (overcome the limits of geographical administration) 

¶ Future revenue models 

¶ Make use of opportunities to reach large groups quickly and inexpensively 

¶ Roles are changing 

¶ Close collaboration (joint ventures) between labels, producers and artists 

¶ Building fan communities 

¶ Tax on digital media players or for unlimited downloading 

 

Sources: 

Stein-Sacks, Shelly (2006): The Canadian Independent Music Industry, An Examination of Distribution and Access, Prepared for 

the Department of Canadian Heritage, http://www.pch.gc.ca/pc-ch/pubs/music_industry/index_e.cfm 

http://www.bemuso.com/musicbiz/digitaldistribution.html 

http://en.wikipedia.org/wiki/File_sharing_in_Canada 

OECD (2005): Digital Broadband Content, http://www.oecd.org/dataoecd/13/2/34995041.pdf 

 

http://en.wikipedia.org/wiki/Canada
http://en.wikipedia.org/wiki/File_sharing
http://en.wikipedia.org/wiki/OECD
http://en.wikipedia.org/wiki/2005
http://www.oecd.org/dataoecd/13/2/34995041.pdf
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Controversial Views and A rguments  I ɀ Legal Issues 

Recording Industry  Community of Consumers  

Against CD and Internet piracy Music as a public good (lack of excludability, lack 

of rivalry) 

Against free or cheap downloading (e.g. from 

international providers or p2p) 

In favor of cheap or free downloading in a 

practical, compatible format 

File sharing over Peer-to-peer is illegal. Advantages, opportunities and equality through 

new technologies 

LƴŘǳǎǘǊȅ ƛƴŎƻƳŜ ŀƴŘ ŀǊǘƛǎǘǎΩ ǊŜƳǳƴŜǊŀǘƛƻƴ ŀǊŜ ǘƘŜ 

main interests. 

Free consumption, music as an information good 

(free accessible knowledge) 

Global music sales have decreased due to file 

sharing.  

File sharing is harmless and is not the reason for 

losses in CD sales. Sales might have shifted to 

other products such as ringtones. 

Conducting lawsuits against (illegal) down loaders Divided community: those who continue to 

download freely, those who doƴΩǘ ŘŀǊŜΦ !ǎ ƭŀǿǎ 

become more strictly and prosecutions become 

more likely most users might not continue 

downloading illegally. 

Conducting lawsuits against (illegal) music portals 

(e.g. In the  Napster case US Court decided against 

peer-to-peer, In the case of AllofMP3, RIAA and 

IFPI could influence US and Russian politics.) 

Those music portals would like to become legal 

through negotiating contracts with labels. 

Different Copy right laws in different countries 

The US Music Industry cannot conduct lawsuits 

against companies that are located in countries 

with another Copyright law, such as Sweden or 

China. 

Consumers take advantage of inconsistency of 

laws in the countries. 

For example: The Swedish Website 

thepiratebay.org is not operating against Swedish 

law right now. 

Case Studies of Selected Companies  

Napster and legal issues 

A year after its creation in the second half of 1999, the pioneering file sharing company Napster was 

sued by the RIAA. The Ninth Circuit court in some cases using simplistic arguments found that the four 

elements weighted against fair use in the Napster case. The court found that the use of Napster harmed 
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the music industry on two economic grounds: loss of sales of CDs and heightened barrier to entry by the 

music industry in the online distribution market. The empirical study used to show that music download 

harmed the music industry provided only weak evidence of a decline in CD sales in record stores near 

college campuses and ignored the effect of online sales of CDs. At the same time, the argument of 

sampling used by Napster, according to which higher CD purchases are generated, was supported by an 

empirical study that the Court ruled out as flawed and non-objective. The Court also ruled out 

ŎƻƳǇǳǘŜǊǎΣ atо ŀƴŘ ƘŀǊŘ ŘǊƛǾŜǎ ŀǎ άŘƛƎƛǘŀl audio recording ŘŜǾƛŎŜǎέΦ Cƛƴŀƭƭȅ ǘƘŜ /ƻǳǊǘ ŘƛŘ ƴƻǘ resolve 

the question of whether Napster was an ISP (Internet Service Provider), but the question did not 

eventually go to trial. However, this issue was raised in the series of legal actions undertaken against 

developers and users of file sharing networks. 

Kazaa and RIAA 

Two series of legal actions were undertaken by the RIAA against file sharing networks:the first against 

developers (companies) of P2P networks and the second against uploaders of MP3 files (individual 

people) on P2P networks such as Kazaa. The RIAA sued campus file-swappers who created P2P or 

indexing services at Rensselaer Polytechnic Institute, Princeton and Michigan Technological University in 

the beginning of 2003. The software ranged from indexing technologies to local and generic search 

engines. Four campus file-swappers agreed to pay between $12,000 and $17,000 to the RIAA to settle 

piracy charges. Kazaa became the most popular P2P-network after the departure of Napster. Contrary to 

its predecessor Napster, files are exchanged in a decentralized way. Kazaa therefore claims that it is not 

responsible for copyright infringement and that it should be treated like an ISP. (ISPs need to act when 

notified of copyright infringement but cannot monitor constantly all content.) Services like Kazaa and 

their users were the next target of the RIAA. 

{ƻǳǊŎŜΥ tŜƛǘȊΣ aŀǊǘƛƴκ ²ŀŜƭōǊƻŜŎƪΣ tŀǘǊƛŎƪόbƻǾ нллпύΥ !ƴ 9ŎƻƴƻƳƛǎǘΩǎ DǳƛŘŜ ǘƻ 5ƛƎƛǘŀƭ aǳǎƛŎΣ /9{ƛŦƻ 

Working Paper No. 1333, Category: Industrial Organization 

AllofMP3  

AllofMP3 was a Russian MP3 music download portal. After six years of existence it had to close down. 

The powerful RIAA and IFPI could influence the US ministry for commerce. Russia had to find a solution 

ƛƴ ƻǊŘŜǊ ǘƻ ŎƻƴǘƛƴǳŜ wǳǎǎƛŀΩǎ ŜƴǘǊy negotiations to the WTO (world trade organization). Nevertheless as 

soon as the Website disappeared other similar Websites appeared such as MP3Sparks. Another 

successor is MP3Search.ru. It says that it proceeds about 50000 downloads every day. They pay for 

rights to the Russian Organization on Collective Management of Rights of Authors and other 

Rightholders in Multimedia, Digital Networks and Visual Arts.  The process gained public attention and 

ƳƛƎƘǘ ŜǾŜƴ ƘŀǾŜ ŎŀǳǎŜŘ ŀ ǊŜǎǳƭǘ ǘƘŀǘ ƛǎƴΩǘ ŎƻƴǾŜƴƛŜƴǘ ŀǘ ŀƭƭ ǘƻ wL!! ƻǊ LCtLΦ ¢ƘƻǳƎƘΣ ǘƘŜȅ ŘƻƴΩǘ ǿŀƴǘ ǘƻ 

give up the prosecution of those international Internet companies. The case shows the difficulties and 

challenges that the music industry has to face due to the differences of the national legal systems. As 

long as there are download options with compatible formats such as MP3 and without DRM people will 

prefer those offers to the DRM protected downloads. 

 {ƻǳǊŎŜΥ ŎΩǘ aŀƎŀȊƛƴ fuer Computertechnik, Nr.16, 2007 
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Thepiratebay.org  

Pirate Bay helps Web surfers share copyrighted music and film files, which is illegal in many countries, 

including Sweden. It is not operating against Swedish law. But Sweden plans to charge the people 

running Pirate Bay. The Motion Picture Association of America and the International Federation of the 

Phonographic Industry (IFPI) are among those who have called for action to shut down the site. No 

copyright material is stored on Pirate Bay's servers and no swapping of files actually takes place there. 

Rather, Pirate Bay locates file sharers on the Internet and acts as a directory of so-called torrent files. 

BitTorrent is a protocol that enables big file transfers. The torrent files, downloadable from Pirate Bay, 

contain the information needed to download film or music files from others. 

Source: Ringstrom, Anna (Jan 2008): Sweden to charge Pirate Bay in copyright case, 

http://www.reuters.com/article/internetNews/idUSL2723733820080127 

Survey Results  I ɀ Downloading Trends  
Entertainment Media Research is a London, UK-based private company.  The founder is Peter Ruppert. 

Contact: Peter.ruppert@entertainmentmediaresearch.com 

Methodology & Sampling: Annual survey encompassing a broad investigation of all aspects of digital 

music in the UK today, Robust online survey ς more than 1,700 respondents interviewed, Broad 

sampling across the UK, Fieldwork conducted June 2007, Sample drawn from Entertainment Media 

wŜǎŜŀǊŎƘΩǎ ¦Y ǇŀƴŜƭ ƻŦ оллΣллл ƳǳǎƛŎ ŎƻƴǎǳƳŜǊǎΣ Survey length ς 20 minutes 

Some results of The 2007 Digital Music Survey are listed below. Source: 

http://www.o lswang.com/dms07/digital_music_survey2007.pdf 

PC Downloading Trends ς Legal 

ω ¢ƘŜ ǎǳǊǾŜȅ ƛŘŜƴǘƛŦƛŜǎ ŀ ǎƭƻǿŘƻǿƴ ƛƴ ǘƘŜ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ƻŦ ƭŜƎŀƭ 
downloaders. 40% growth rate in users in 2006 reduced to some 15% in 2007 
2005 = 35% had at least once purchased a legal download 
2006 = 50% had at least once purchased a legal download (41% active, 9% stopped) 
2007 = 58% had at least once purchased a legal download (47% active, 11% stopped) 
ω ²ƘƛƭŜ ǘƘŜ Ƴŀƛƴ ǇǳǊŎƘŀǎŜ ŘǊƛǾŜǊ ŎƻƴǘƛƴǳŜǎ ǘƻ ōŜ ǘƻ ƎŜǘ ƘƻƭŘ ƻŦ Ƴusic immediately, 

the survey reveals a marked decline in the perceived price advantage of legal 
downloads over CDs following the widespread decline in the high street price of 
new releases 
In 2006, 45% of legal downloaders cited price advantage of downloads as a reason for 
purchase but by 2007 this had fallen to 31%, providing evidence that pricing for the 
record industry is currently in a state of considerable flux 
ω hƴŜ ƳŜŀǎǳǊŜ ǘƻ ŎƻƳōŀǘ ǘƘƛǎ ƛǎǎǳŜ ƳƛƎƘǘ ōŜ ŦƻǊ ŘƛƎƛǘŀƭ ǊŜǘŀƛƭŜǊǎ ǘƻ ŎƻƴǎƛŘŜǊ 

introducing variable pricing models 
84% of consumers agreed that older digital downloads should be cheaper while 
48% claimed they would be prepared to pay more for newly released tracks. 
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PC Downloading Trends ς Unauthorised 

ω CǳǊǘƘŜǊ ŜȄǇƭŀƴŀǘƛƻƴ ŦƻǊ ǘƘŜ ǘǊŜƴŘ ƛƴ ƭŜƎŀƭ downloading is a noticeable increase 
in piracy. After a decline in 2006, unauthorised downloading increased in 2007 
to its highest level to date 
2005 = 40% incidence 
2006 = 36% incidence 
2007 = 43% incidence 
ω {ǳǊǾŜȅ ǊŜǾŜŀƭǎ ǘƘŀǘ ǇƛǊŀŎȅ ƭƛƪŜƭȅ ǘƻ ƛƴŎǊŜŀǎŜ further still 

2005 = 6% of unauthorised downloaders state they will download more often 
2006 = 8% of unauthorised downloaders state they will download more often 
2007 = 18% of unauthorised downloaders state they will download more often 
ω ¢ŜŜƴŀƎŜǊǎ Ƴƻǎǘ ƭikely to download more often in the future but 18-34 yr olds 

show the greatest increase in propensity to download more in the future 
18-24s increased from 7% in 2006 to 19% in 2007 
25-34s increased from 5% in 2006 to 16% in 2007 
ω ¢ƘŜ ŜȄǇƭŀƴŀǘƛƻƴ - consumers are now much less concerned about being 

prosecuted (42% gave this as a reason for downloading less in 2006 Vs only 
33% in 2007) 

 

Potential Revenue Stream for Live Music Webcasts 

ω мл҈ ŀǊŜ ǾŜǊȅ ƛƴǘŜǊŜǎǘŜŘ ϧ ǿƛƭƭƛƴƎ ǘƻ Ǉŀȅ ǘƻ ǎŜŜ ǿŜōŎŀǎǘǎ ƻŦ ƭƛǾŜ ǇŜǊŦƻǊƳances 
as they happen 
ω ! ŦǳǊǘƘŜǊ сп҈ ŀǊŜ ƛƴǘŜǊŜǎǘŜŘ ƛƴ ƳǳǎƛŎ ǿŜōŎŀǎǘǎ ōǳǘ ƴƻǘ ǇǊŜǇŀǊŜŘ ǘƻ Ǉŀȅ 
ω {ƻƳŜ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ŦƻǊ ǊŜŎƻǊŘŜŘ ƭƛǾŜ ǎƘƻǿǎ ƻǊ ŎƭŀǎǎƛŎ ƭƛǾŜ ǇŜǊŦƻǊƳŀƴŎŜǎ 

(4%), but less attractive than live performance as they happen 
ω у҈ ŀǊŜ ǾŜǊȅ ƛƴǘŜǊŜsted and willing to pay a subscription to a service which offers 

a menu/catalogue of live performance webcasts 
ω [ŜǾŜƭǎ ƻŦ ƻǾŜǊŀƭƭ ƛƴǘŜǊŜǎǘ ŀǊŜ ǾŜǊȅ ƘƛƎƘ ƛƴŘƛŎŀǘƛƴƎ ŀ ǇƻǘŜƴǘƛŀƭ Ƴŀǎǎ ƳŀǊƪŜǘ ǿƛǘƘ ŀǘ 

least two business models 

 

Controversial V iews and Argumen ts II  ɀ Potential Solutions  

Consequences for monetization  

Profitable solutions  Unprofitable solutions  

DRM as prevention model. Fans act as recommender and promoter. 

Selling Music certificates (including the potential 

cost of illegal copying in the CD price). 

Some artists allow downloading in order to 

become known, to ŎǊŜŀǘŜ ŀǊǘƛǎǘǎΩ ǇǊƻŦƛƭŜǎ and to 

broaden the fan community. 

Advertisement-supported models Creativecommons.orgΩǎ ǎǳƎƎŜǎǘƛƻƴΥ Creators 

choose between several license models to apply to 
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Shared music is linked to advertisements and 

promotional material. 

their works. E.g. some rights reserved. 

Marketplace models: having a central 

clearinghouse that users pay to for IPR. 

Social networks are a key to reach the community. 

They can be a great promotion factor. 

Apple makes most money with the iPod 

(hardware) sales. Profit is also based on the non-

interoperability. 

The iTunes Store is not the source of profit 

although the iTunes Store claims to have 80 % of 

the legal music download market. 

Profit needs to be made through sponsoring, 

commercials, films. 

Assumption: The distribution of roles might 

change. Artists act as Labels, Labels acts as 

distributors, distributors as technology companies. 

ό{ƻǳǊŎŜΥ ŎΩǘ aŀƎŀȊƛƴ ŦǳŜǊ /ƻƳǇǳǘŜǊǘŜŎƘƴƛƪΣ bǊΦпΣ 

2007) 

Voluntary collective licensing: The music industry 

would create a collecting society that would offer 

file sharers to share as much as they like for a 

reasonable regular payment. (similar to the 

current Radio broadcasting system) 

Digital distribution is cheaper than CD production. Still there are high fixed marketing costs. 

 

Conclusion from : !Î %ÃÏÎÏÍÉÓÔȭÓ 'ÕÉÄÅ ÔÏ $ÉÇÉÔÁÌ -ÕÓÉÃ 
tŜƛǘȊΣ aŀǊǘƛƴκ ²ŀŜƭōǊƻŜŎƪΣ tŀǘǊƛŎƪόbƻǾ нллпύΥ !ƴ 9ŎƻƴƻƳƛǎǘΩǎ DǳƛŘŜ ǘƻ 5ƛƎƛǘŀƭ aǳǎƛŎΣ /9{ƛŦƻ ²ƻǊƪƛƴƎ 
Paper No. 1333, Category: Industrial Organisation 

We have argued that file sharing and other forms of online music distribution can be used as: 

¶ a device for consumers to test new music 

¶ an advertising tool 

¶ an instrument to open the market to small artists 

¶ a source of information on downloads which is valuable to producers in order to select 
products and resolve situations of asymmetric information. 

We infer from the success of Apple's iTunes that digital music downloaded from the internet will partly 

replace music sales on traditional format. In this sense, it would just become another channel through 

which music is distributed: instead of selling records through record stores the labels sell downloads 

through music sites. However, new online distribution technologies offer new ways to acquire 

information on consumers and products and are likely to decrease the role of labels. Music sites can 

collect detailed user information, which allows them to make targeted offers to users. They could 

become efficient at spotting new trends and potential stars. Also, the promotion of acts could be partly 

done by the music sites themselves. This means that music sites would take over some of the functions 

that belonged in the past to the labels. Clearly, this does not mean the death of the big labels but it is 

an open question to know whether internet music sites will at least reduce the role of labels in selecting 

music. Moreover, because of vanishing economies-of-scale, the rationale among record companies for 
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staying big is weakened and a larger number of artists could bypass labels. For this to happen, it is 

necessary that revenues from downloads and complementary products become an important part of 

industry revenues. 

 

Social Networks  
The most important Social Network Sites are My Space, You Tube, Facebook and Bebo. 

Survey results  

The 2007 Digital Music Survey is conducted by Entertainment Media Research in Association with 

OLSWANG. Some results of The 2007 Digital Music Survey are listed below. Source: 

http://www.olswang.com/dms07/digital_music_survey2007.pdf 

Entertainment Media Research is a London, UK-based private company.  The founder is Peter Ruppert. 

Contact: Peter.ruppert@entertainmentmediaresearch.com 

Methodology & Sampling: Annual survey encompassing a broad investigation of all aspects of digital 

music in the UK today, Robust online survey ς more than 1,700 respondents interviewed, Broad 

sampling across the UK, Fieldwork conducted June 2007, Sample drawn from Entertainment Media 

wŜǎŜŀǊŎƘΩǎ ¦Y panel of 300,000 music consumers, Survey length ς 20 minutes 

Social Networks 

Executive Summary 
Massive Increase in Usage of Social Networks 
ω hǾŜǊŀƭƭ ǳǎŀƎŜ ƻŦ ǎƻŎƛŀƭ ƴŜǘǿƻǊƪǎ ƛƴŎǊŜŀǎŜŘ ǘƻ ус҈ ƛƴ нллт ±ǎ тп҈ ƛƴ нллс 
ω нллт ǊŜǎǳƭǘǎ ǊŜǾŜŀƭ ƳŀǎǎƛǾŜ ƛƴŎǊŜŀǎŜǎ ƛƴ ǳǎŀƎŜ ƻŦ ǎǳŎƘ ǎƛǘŜǎ 

MySpace usage incidence 2006 = 35%; 2007 = 55% 
YouTube 2006 =17%; 2007= 53% (more than tripled) 
Facebook 24% have used it Vs insignificant 12 months ago 
ω ¦ǎŀƎŜ ŀƳƻƴƎ ǘŜŜƴŀƎŜǊǎ ŀƎŜŘ мо-17 is remarkably high 

77% have used MySpace 
69% have used YouTube 
61% have used Bebo 
22% have used Facebook 

 

The Impact of Social Networks on Music Discovery & Purchase 

ω {ƻŎƛŀƭ ƴŜǘǿƻǊƪǎ ŀǊŜ ƛƳǇŀŎǘƛƴƎ ǘƘŜ ǿŀȅ ŎƻƴǎǳƳŜǊǎ ŘƛǎŎƻǾŜǊΣ ǎƘŀǊŜ ŀƴŘ 
purchase music 
27% regularly discover music on the social network they love (33% MySpace users, 
30% Bebo, 26% YouTube) 
ω 5ƛǎŎƻǾŜǊȅ ƛǎ ǘǊŀƴǎƭŀǘƛƴƎ ƛƴǘƻ ǇǳǊŎƘŀǎŜΦ мт҈ ƻŦ ǎƻŎƛŀƭ ƴŜǘǿƻǊƪŜǊǎ ǎǘŀǘŜ ǳǎƛƴƎ 
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ǎǳŎƘ ǎƛǘŜǎ Ƙŀǎ ƘŀŘ ŀ άƳŀǎǎƛǾŜέ ƻǊ άōƛƎέ ƛƳǇŀŎǘ ƻƴ ǘƘŜ ǿŀȅ ǘƘŜȅ ǇǳǊŎƘŀǎŜ ƳǳǎƛŎ 
10% have regularly purchased music discovered on these sites 
13% regularly for MySpace 
15% regularly for Bebo 
7% regularly for YouTube 
ω ¦ǎŜǊǎ ƻŦ .Ŝōƻ ŎƭŀƛƳ ǘƘŀǘ ǎƛǘŜ Ƙŀǎ ƳƻǊŜ ƻŦ ŀƴ ƛƳǇŀŎǘ ƻƴ ƳǳǎƛŎ ǇǳǊŎƘŀǎƛƴƎ ǘƘŀƴ 

users of MySpace ς 27% & 19% massive/big impact respectively (MySpace has 
the greatest overall impact due to its size) 
ω ²Ƙƛƭǎǘ ǎǳŎƘ ƴŜǘǿƻǊƪs clearly influence purchase behaviour, more needs to be 

done to make purchasing discovered music easier ς 46% agreed with the 
ǎǘŀǘŜƳŜƴǘ άL ǿƛǎƘ ƛǘ ǿŀǎ ŜŀǎƛŜǊ ǘƻ ǇǳǊŎƘŀǎŜ ƳǳǎƛŎ ǘƘŀǘ L ŦƛƴŘ ƻƴ ǘƘŜǎŜ ǎƛǘŜǎέ 

 

Controversial views and arguments III  - DRM 

Collective administration of Copy rights  

Performing Rights Organizations have a natural 

monopoly. 

¢ƘŜȅ ŘƻƴΩǘΦ tŜǊŦƻǊƳƛƴƎ wƛƎƘǘǎ hǊƎŀƴƛȊŀǘƛƻƴǎ have 

significant market power and can be seen as a 

cartel. 

DRM can make a competitive marketplace 

possible. (Argumentation by Ariel Katz, U of T, 

faculty of law) 

DRM 

DRM helps the industry to monetize. (e.g. iTunes 

Songs operate only on iPods.) 

Abandoning DRM would be better because it 

deters people from buying and produces 

incompatibility among systems. It is not user 

friendly.  

Assumption: Without DRM, Online Music Sales 

would be much higher. ό{ƻǳǊŎŜΥ ŎΩǘ aŀƎŀȊƛƴ ŦǳŜǊ 

Computertechnik, Nr.6, 2007) 

Assumption: DRM damages the image of Labels, 

artists and Music retailers. ό{ƻǳǊŎŜΥ ŎΩǘ aŀƎŀȊƛƴ 

fuer Computertechnik, Nr.4, 2007) 
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List of Terminology and Abbreviations  
ASCAP:  The American Society of Composers, Authors and Publishers 

BMI: Broadcast Music, Incorporated (BMI) is a US performing rights organization. 

B2B digital distribution: Business to Business 

BitTorrent is a peer-to-peer file sharing (P2P) communications protocol. BitTorrent is a method of 

distributing large amounts of data widely without the original distributor incurring the entire costs of 

hardware, hosting, and bandwidth resources. Instead, when data is distributed using the BitTorrent 

protocol, each recipient supplies pieces of the data to newer recipients, reducing the cost and burden on 

any given individual source, providing redundancy against system problems, and reducing dependence 

on the original distributor. (Source: http://en.wikipedia.org/wiki/BitTorrent_%28protocol%29) 

/ŀƴŀŘŀΩǎ /ƻǇȅ Right Act: In 1921, the Copyright Act of Canada was first made into law. Several revisions 

of the act later resulted in the inclusion of a unique provision that legalizes music file sharing under 

certain conditions. The provision states that copying copyrighted sound recordings of musical works for 

the personal use of the person making the copy, does not constitute a violation of the copyright of that 

work. In this sense, file downloaders are cleared of liability for copyright violations so long as their 

activities are for private use only. However, the question of whether making files available for copying 

on peer-to-peer file sharing systems constitutes illegal distribution or not, is currently an open question 

in Canadian law. (Source: http://en.wikipedia.org/wiki/File_sharing_in_Canada) 

CMRRA: Canadian Musical Reproduction Rights Agency Ltd., CMRRA was founded in 1975 by a group of 

Canadian music publishers who saw the need for a Canadian organization to take over the licensing of 

music in Canada. 

Collective administration: Management of Copy rights through PROs 

Collaborative filtering is a method to collect data about earlier purchases of other people and to 

recommend other products of a similar kind. 

Copyright Board of Canada: The Copyright Board of Canada is a regulatory body empowered to 

establish the amounts and kinds of levies to be charged on blank audio media under the Private Copying 

section of the Copyright Act. 

Creative Archive Licence Group: The BBC, the bfi, Channel 4 and the Open University set up the Creative 

Archive Licence Group in April 2005 to make their content available for download under the terms of the 

Creative Archive Licence, a single, shared user licence scheme for the downloading of moving images, 

audio and stills. (http://creativearchive.bbc.co.uk/archives/creative_archive_licence_group/) 

 

http://en.wikipedia.org/wiki/Performing_rights_organization
http://en.wikipedia.org/wiki/Peer-to-peer_file_sharing
http://en.wikipedia.org/wiki/Communications_protocol
http://en.wikipedia.org/wiki/Data
http://en.wikipedia.org/wiki/Hardware
http://en.wikipedia.org/wiki/Internet_hosting_service
http://en.wikipedia.org/wiki/Bandwidth
http://en.wikipedia.org/wiki/Redundancy
http://en.wikipedia.org/wiki/Copyright_Act_of_Canada
http://en.wikipedia.org/wiki/Copyright_Board_of_Canada
http://en.wikipedia.org/wiki/Copyright_Board_of_Canada
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Creative Commons: The organization offers a License Model providing free tools that let authors, 

scientists, artists, and educators easily mark their creative work with the freedoms they want it to carry. 

You can use CC to change your copyright terms from "All Rights Reserved" to "Some Rights Reserved."  

CRIA: Canadian Recording Industry Association 

DMDS: YANGAROO's patented Digital Media Distribution System (DMDS) is a leading secure B2B digital 

delivery solution for the music and advertising industries. DMDS is a digital file transfer system that was 

expressly developed to streamline radio promotion activities for today's music industry. (Source: 

http://ww w.cirpa.ca/Page.asp?PageID=122&ContentID=626&SiteNodeID=52&BL_ExpandID=129) 

DRM - Digital Rights Management: DRM is a means for protecting files in online sales and after sale 

usage. It includes copy control, watermarking (a digital identification technology inserted in digital files, 

i.e. ex ante constraints), fingerprinting (which converts the files content into a unique identification 

number, i.e. ex post control), and authentication and access control. It protects i.e. by limiting the 

number of computers that the user can transfer his/her files to (often 3-5 times) or by limiting the 

number of times users can burn a playlistΦ 9ȄŀƳǇƭŜǎ ŀǊŜ !ǇǇƭŜΩǎ CŀƛǊǇƭŀȅϰ ŦƻǊ ǘƘŜ ƛ¢ǳƴŜǎ {ƻŦǘǿŀǊŜΣ 

aƛŎǊƻǎƻŦǘΩǎ tƭŀȅǎ ŦƻǊ ǎǳǊŜϰ ŦƻǊ ²ƛƴŘƻǿǎ aŜŘƛŀ tƭŀȅŜǊΦ WŀƴǳǎΣ ŀ ƴŜǿ ŘŜǾŜƭƻǇƳŜƴǘ ōȅ aƛŎǊƻǎƻŦǘΣ Ŏŀƴ ŀƭǎƻ 

limit the use of a music file in time which enables business models based on subscription (Sources: 

Duchêne, Anne/Peitz, Martin/ Waelbroeck, Patrick (June 2005): Working Paper EC-05-02, Marketing 

Digital Music: Can DRM Help? And 

http://www.bemuso.com/musicbiz/digitaldistribution.html#digitalrightsmanagement) 

File sharing: The term file sharing refers to the sharing of computer data or space on a network. File 

sharing allows multiple users to access the same file, giving the user the ability to read, modify, copy 

and/or print it. (Source: http://www.cippic.ca/file-sharing/) It is often used to exchange large 

Multimedia files and software. 

GRid: Global Release Identifier is a system developed by RIAA and IFPI that provides unique identifiers 

for sound recordings in order to facilitate their electronic distribution over the Internet. (Source: Katz, 

Ariel: The Potential Demise of Another Natural Monopoly: New Technologies and the Future of 

Collective Administration of Copyright, Law and Economics, Research Paper NO. 04-02, SSRN-

id547802.pdf) 

IFPI:  The International Federation of the Phonographic Industry represents the recording industry 

worldwide, with a membership comprising some 1400 record companies in 73 countries and affiliated 

industry associations in 48 countries. IFPI's mission is to promote the value of recorded music, safeguard 

the rights of record producers and expand the commercial uses of recorded music in all markets where 

its members operate. 

IPR: Intellectual property rights. There are two types: Rights to the work itself and 

Performance/Duplication rights.  
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iTunes Store: Online music retailer, owned by Apple; On April 3, 2008 Apple® announced that the 

iTunes® Store surpassed Wal-Mart to become the number one music retailer in the US. The company 

ǿǊƛǘŜǎ ƻƴ ƛǘǎ ǿŜōǎƛǘŜΥ ά²ƛǘƘ ƻǾŜǊ рл Ƴƛƭƭƛƻƴ ŎǳǎǘƻƳŜǊǎΣ ƛ¢ǳƴŜǎ Ƙŀǎ ǎƻƭŘ ƻǾŜǊ ŦƻǳǊ ōƛƭƭƛƻƴ ǎƻƴƎǎ ŀnd 

ŦŜŀǘǳǊŜǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƳǳǎƛŎ ŎŀǘŀƭƻƎ ƻŦ ƻǾŜǊ ǎƛȄ Ƴƛƭƭƛƻƴ ǎƻƴƎǎΦέ ό{ƻǳǊŎŜΥ 

http://www.apple.com/pr/library/2008/04/03itunes.html) The store began after Apple signed deals 

with the five major record labels at the time, EMI, Universal, Warner, Sony Music Entertainment, and 

BMG (the last two would later merge to form Sony BMG). Music from more than 2000 independent 

labels was added later. (Source: http://en.wikipedia.org/wiki/ITunes_Store) 

Media hosting or On-demand streaming Sites: Websites where customers can upload their individual 

music collection and stream them anytime anywhere and share them with friends. Examples are 

Anywhere.FM and MP3tunes. ό{ƻǳǊŎŜΥ ŎΩǘΣ Magazin fuer Computertechnik, Nr.3, 2008) 

MP3: "Motion Picture Experts Group, Audio Layer 3". The MP3 format produces CD-quality sound in a 

highly compressed file. The technology creates sound files a tenth the size of standard CD music files 

with very little loss of sound quality. (Source: http://www.cippic.ca/file-sharing/) 

Napster: Napster was the first widely-used peer-to-peer sharing service operating between June 1999  

and July 2001. The original service was shut down by court order. (Source: 

http://en.wikipedia.org/wiki/Napster) 

PRO: Performing rights organizations 

P2P: Peer-to-Peer technology enables the sharing of computer resources such as files by a direct 

exchange between end-users' computers. P2P networking means files are not stored on a central server. 

Instead, client software (such as the popular Kazaa) works as a server for shared files on an individual's 

computer. (http://www.cippic.ca/file-sharing/) Files exchanged via peer to peer can be a source of 

viruses or Trojans. 

RIAA: The Recording Industry Association of America (RIAA) is the trade group that represents the U.S. 

recording industry. 

Social networks: Social networks provide their users with easy ways to share music and other media 

that defines their personalities. Examples are the websites: MySpace, face book, bebo. 

SOCAN: Society of Composers,Authors and Music Publishers of Canada (SOCAN) 

SODRAC: Société du droit de reproduction des auteurs, compositeurs et éditeurs au Canada Inc. 

Voluntary collective licensing: A voluntary system is dependent on consumers' willingness to pay a 

small fee in order to file-share. 

Weedshare: This Company had developed a model for distributing music online. Every time someone 

recommends a file to another person that buys it, he/she gets 35 % of the price. 50 % go to the artist 

and the company takes 15 %. It is no longer running.  

http://en.wikipedia.org/wiki/EMI
http://en.wikipedia.org/wiki/Universal_Music_Group
http://en.wikipedia.org/wiki/Warner_Music_Group
http://en.wikipedia.org/wiki/Sony_Music_Entertainment
http://en.wikipedia.org/wiki/BMG
http://en.wikipedia.org/wiki/Sony_BMG_Music_Entertainment
http://en.wikipedia.org/wiki/Independent_record_label
http://en.wikipedia.org/wiki/Independent_record_label
http://en.wikipedia.org/wiki/Independent_record_label
http://www.cippic.ca/file-sharing/
http://www.cippic.ca/file-sharing/
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WIPO: World Intellectual Property Organization 

 

Link -list  

OECD 
http://www.oecd.org/document/24/0,2340,fr_2649_201185_34995480_1_1_1_1,00.html 
Online music distribution providing both opportunities and challenges according to OECD report 

Academic Research 

http://www.cippic.ca/en/ 
The Canadian Internet Policy and Public Interest Clinic (CIPPIC) was established in fall of 2003 at the 
University of Ottawa, Faculty of Law, Common Law Section. 
 
http://www.bepress.com/    
The Berkely Electronic Press: Scientific articles about File sharing, Copyright law, etc. 
 
http://papers.ssrn.com/ 
Social Science Research Network 
 
http://cyber.law.harvard.edu/ 
Berkman Centre for Internet and Society at Harvard Law School 
 
http://grep.law.harvard.edu/about.shtml  
Forum for Internet Law topics, a Berkman Centre for Internet and Society production 
 
http://grep.law.harvard.edu/articles/03/08/22/1655233.shtml 
About Canadian Copyright Law 

National  Organizatio ns 

http://laws.justice.gc.ca/en/ShowTdm/cs/C-42///en  

Department of justice Canada, Copyright Act 

 

http://laws.justice.gc.ca/en/B-9.01/ 

Broadcasting regulations in Canada 

 

http://www.cb-cda.gc.ca/new-e.html 

Copyright Board Canada  

The Established  Music Industry  

http://www.cria.ca/ 

The Canadian Recording Industry Association (CRIA) 

 

http://www.cmrra.ca/default.htm 

Canadian Musical Reproduction Rights Agency Ltd. 

http://www.oecd.org/document/24/0,2340,fr_2649_201185_34995480_1_1_1_1,00.html
http://www.cippic.ca/en/
http://papers.ssrn.com/
http://laws.justice.gc.ca/en/B-9.01/
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http://www.riaa.com 

Recording Industry Association of America (RIAA) 

 

http://www.ifpi.org/content/lib rary/DMR2008-summary.pdf 

International Federation of the Phonographic Industry 

http://www.ifpi.org/content/section_resources/digital-music-report.html 

International Federation of the Phonographic Industry: Digital Music Report 2007 

 

http://ddex.net/   

The Digital Data Exchange, LLC ("DDEX") was originally incorporated by a consortium of eleven 

companies. 

The Independent Music Industry  

http://www.cirpa.ca/ 

The Canadian Independent Record Production Association 

http://cirpa.dmds.ca/ 

Digital Media Distribution System 

Charitable Corporations  

http://creativecommons.org/ 

http://creativearchive.bbc.co.uk/ 

Community Organizations  

http://mashable.com/2007/10/01/radiohead/ 

RadioheadΥ ōŀƴŘ ǘƘŀǘ ƭŜǘ ǘƘŜ Ŧŀƴ ŎƘƻƻǎŜ ǿƘŀǘ ǘƻ Ǉŀȅ ŦƻǊ ǘƘŜ ƴŜǿ ŀƭōǳƳ όǘƘŜȅ ŘƻƴΩǘ ƘŀǾŜ ŀ ŎƻƴǘǊŀŎǘ ǿƛǘƘ 

a label) 

 

http://onlinerights.ca/ 

Podcasting legal guide 2007 by Michael Geist, Canada Research Chair E-commerce, U of Ottawa and 

Andy Kaplan-Myrth, Project lead (Ottawa), The Creative Commons Canada Team 

 

http://www.digital-copyright.ca/about 

The Digital Copyright Canada forum was started in Aug 2001 to allow for a public response to that phase 

of the Canadian copyright revision process. While the forum focuses on digital copyright, related issues 

of patents, copyright, trademarks (PCT) and other sui generis protections are discussed. 

 

www.eff.org 

From the Internet to the iPod, technologies are transforming our society and empowering us as 

speakers, citizens, creators, and consumers. When our freedoms in the networked world come under 

attack, the Electronic Frontier Foundation (EFF) is the first line of defense. 

http://w2.eff.org/IP/P2P/riaa_at_four.pdf  

http://en.wikipedia.org/wiki/Recording_Industry_Association_of_America
http://www.ifpi.org/content/library/DMR2008-summary.pdf
http://ddex.net/
http://mashable.com/2007/10/01/radiohead/
http://onlinerights.ca/
http://www.digital-copyright.ca/taxonomy/term/345
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Article: RIAA v. The People: Four Years Later 

Idea of a voluntary collective licensing regime for P2P similar to Radio fees that forward payments to the 

copyright holders 

 

http://michaelgeist.ca/ 

Private Blog about the music issues 

Media Sites 

http://www.cbc.ca/technology/story/2007/12/10/tech-copyright.html 

About the controversial bill that seeked to reform Canadian copyright laws in December 2007 

 

http://www.cbc.ca/consumers/market/murmurs/archives/2006/20060320_downloading.html 

Downloading doesn't hurt business: Canadian Record Industry Association study; March 20, 2006 

 

http://www.nytimes.com/2007/01/23/technology/23music.html?ex=1327208400&en=bf7173ca004172

50&ei=5090&partner=rssuserland&emc=rss 

Article in The New York Times: Record Labels Contemplate Unrestricted Digital Music  

Canadian Digital Download S ites  

www.puretracks.com - Puretracks 

www.archambault.ca - Zik 

Online Music Marketing  

www.artistdirect.com 

Website to foster direct interaction between artists and audience, co-founded by Marc Geiger 

Surveys 

http://www.olswang.com/dms07/digital_music_survey2007.pdf 

http://www. entertainmentmediaresearch.com/reports/DigitalEntertainmentSurvey2008_FullReport.pdf 

Entertainment Media Research, UK based company 
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http://en.wikipedia.org/wiki/Napster 

http://en.wikipedia.org/wiki/ITunes_Store 

Survey graphs 
The appendix includes: 
Survey graphs about: 
Extracts from The 2007 Digital Music Survey, in Association with OLSWANG 

¶ Impact of Social Networks on Purchasing Music 

¶ Incidence of Legal Downloading 

¶ Reason for Purchasing Downloads 

http://en.wikipedia.org/wiki/2005
http://www.oecd.org/dataoecd/13/2/34995041.pdf
http://www.cippic.ca/file-sharing/
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¶ ¦ǎŀƎŜ ƻŦ !ǊǘƛǎǘǎΩ ²ŜōǎƛǘŜ 

¶ Future CD Purchase 

 

¶ What are the musicians saying on free downloads? In: Peitz, Martin/ Waelbroeck, Patrick (2004): 

!ƴ 9ŎƻƴƻƳƛǎǘΩǎ DǳƛŘŜ ǘƻ 5ƛƎƛǘŀƭ aǳǎƛŎΣ /9{LCh ²ƻǊƪƛƴƎ taper No. 1333, 

http://SSRN.com/abstract=628961 

¶ CRIA Statistics; http://www.cria.ca/stats.php 

 

¶ 2007 Consumer Profile by RIAA; http://76.74.24.142/44510E63-7B5E-5F42-DA74-

349B51EDCE0F.pdf 

 
Digital Entertainment Survey 2008 conducted by WIGGIN 
http://www.entertainmentmediaresearch.com/reports/DigitalEntertainmentSurvey2008_FullReport.pdf 

¶ Entertainment activity audit 

¶ Pirating 
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