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technology (thoughts on the future of selling content) February 2010

Fueled by the music industry's ongoing turmoils  and, finally, books 
going digital at a very rapid pace, there is a lot of debate on how to deal 
with the fact that many people habitually share i.e. redistribute digital 
content without any of the upstream users making their own payment. 
How can you monetize content when the copy is free?

This  question is  a key issue across the board, whether it's in music, eBooks, news, 
publishing, TV or movies. The fear is, of course, that once a digital item has been 
purchased by one person it can be easily forwarded to anyone else if it is in an open 
format, thus seriously reducing the possibility that someone else will actually pay real $ for 
it, as  well (of course, the same is  true for supposedly locked or protected digital content as 
well - it just takes a bit longer). No more control over distribution = no more money. Right

Despite the plain fact that DRM has proven disastrous in digital music (and now is  pretty 
much history), technical protection measures are still being investigated as a 
plausible method of securing payment, especially in the exploding eBook 
sector. This  worries me greatly because technical protection measure are 
expensive, hinder or prevent mass-scale adoption, curtail or kill social 
sharing which defeats user-to-user marketing, often drastically limit fair use, 
and are by and large useless when trying to thwart the real pirates i.e. those 
that have malicious, criminal intentions of stealing content in order to sell it to others.

Don’t just sell content - Sell Context

In my view, the thinking that the distribution of contentmust be controlled to achieve any 
kind of reasonable payment is fundamentally flawed because of this not-so-futuristic 
realization: in an open, digitally networked economy (note: I am talking about today, not 
tomorrow!) content publishers need to offer their goods in a way that no longer centers on 
distribution being the key factor. It should not (only) be the content that is sold (i.e. the 
mere 0s and 1s) but the context, the added values, the many others items around the 
content. Sell what can't be copied.

The irrefutable trend is that the window of opportunity of 'selling copies' (i.e. iTunes, 
eMusic, Kindle etc) is  rapidly closing, at least in most developed countries. The next, and 
very much already-present opportunity is  in selling access and added-value services, and 
in providing content-related experiences.

Once we embrace that the users -the people formerly known as consumers- can't be 
reduced to just being 'buyers of copies' we can investigate how they would want to pay for 
everything else, as well. For example, when buying an eBook users shouldn't merely pay 
for the authorized distribution i.e. the legitimate copy of the words but they could also gain 
access to highly curated commentary, known peers  and friends that may also read this 
book, ratings, explanations, slide-shows, images, links, videos, cross-references, direct 
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connections with the author or the publisher and so on. Yes:connect with fans + reasons to 
buy (as Mike Masnick of Techdirt has succinctly summarized many times before).

In this model, as a legitimate user, I would also get 
valuable context when I pay. I would get engagement, 
conversation, relevance, personalization, meaning... 
i.e. really valuable benefits to me as a person, not just 
a dumb, anonymous recipient of free zeros  and ones. 
I don't get these benefits just because I get a free 
copy via email, Rapidshare, BitTorrent or some drop-
box on the Net, because it is  stripped bare of 
everything that really matters to me. This is the key to 
the future of monetizing content, and it will take many 
different shapes  and forms depending on the content, 
and the culture that surrounds it.

For example, in music, it is very likely that streaming-on-demand (and the 
temporary buffering i.e. offline playing of those streams) will be 'free' i.e. bundled 
and packaged by 3rd parties, while the context and those many added values will 
not. If I want a high-definition version of my favorite opera or that Blue Note Jazz 

Club concert from last night I can buy a premium package that provides it. If I want to 
share my personal play-lists, ratings  and comments with my Facebook friends, and get 
access to their content, I can add the 'social network option' to my package. If the price is 
right, I'll buy (btw: this relates directly to why people buy virtual items - perception of value, 
and purchase after deep engagement - see my Farmville/Facebook example: they sell 
800.000 virtual tractors per day;).

As to pricing and making 'buying' irresistible: imagine if a download of a song 
would cost only $ 0.10 - would anyone still bother to scour the web to find badly 
ripped, virus-laced tracks for free? Yes, I know, that price point sounds ridiculous 

if you used to sell CDs for 20 Euros a pop but the argument for much cheaper 
access to digital content that is offered in open (i.e. copy-able) formats is really quite 
simple: if you can get 95% of the users to buy at a much lower price, and make them so 
happy they will do the marketing for you (i.e. share links;), instead of getting 5% of the 
market to buy an expensive product that they can't really share with anyone (i.e. iTunes 
music or Kindle eBooks), then you should be doing just fine. This has been my chief 
argument for proposing the music flat rate during the past 10+ years, and I think it still 
holds water (in fact, it seems to be proving itself with the recent developments at Spotify, 
MOG etc).

And yes: selling at a much lower price but much higher volume only makes sense if the 
low-priced (or flat-rated), access-based offerings actually connect directly to a multitude of 
up-selling possibilities, such as multimedia versions of eBooks, high-definition versions of 
radio shows, albums or concerts, in-depth analysis  and audio/video commentary for news 
etc.

In most content industries, I think the key is to offer a wipe-out, ueber-attractive way to get 
started at an irresistible price-point, and then convert most of those happy users to other 
offerings at a much higher price.

Pricing and value: getting the new formulas right. 
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It all comes down to pricing and values  - and many decision makers in the incumbent 
content industry will need to accept who will set those prices i.e. who will be in charge of 
value perceptions: not them, but the users. Hard stop. Reality check. 

If you agree that the sharing of content cannot really be 
stopped, and that therefore the value of a mere digital 
copy of content will invariably decline, we must urgently 
re-think how we address  the issue monetizing sharing, 
and what we can do to create and nurture those new 
values - the New Generatives - that will replenish those 
that used to be derived from being able to control 
distribution.

Added values, all the time. 

The metrics of the content industries need to shift from getting a copy to rewarding 
engagement. As an example, let's  assume I have just purchased and downloaded a movie 
in an open file format, and I have a hunch that 50 of my close friends would also enjoy it. I 
post the movie on my iDisk shared files folder (anyone on .mac can do this) and send the 
link to everyone. Now, if the only value of the movie is in having received a 'copy without 
paying', then my friends have received the movie's entire value 'for free'. But if the value of 
this  movie is also in the user / viewer being part of something much larger than mere 0s 
and 1s, i.e. a conversation or another environment of added values that are available to 
each individual viewer because they actually purchased access to the movie, then the 
mere sharing of the file is not going to be very attractive, for the upstream users will not 
have access to all these other values.

Imagine, then, if a legitimate movie buyer (or more likely, bundled-access-user) would also 
receive access to a select group of fellow users - and, crucially, representatives of the 
creators, producers or distributors - that would provide a myriad of additional values such 
as viewing exclusive, movie-related pictures, slideshows and short clips with the actors, 
locations or props  used in the film, or getting special offers for related products such as 
books, games, merchandise or even HD versions of the same film, or unlocking new 
features within the very same file that are otherwise hidden (something that could easily be 
done within a mobile application, for example)... that is where it starts getting interesting. 

Combined with a no-brainer price point, having a constant flow of added values available 
to legitimate customers would turn file-sharing into a marketing vehicle, i.e. surely I could 
somehow watch the movie 'for free' but would be barred from all that other cool stuff that I 
would have access to if I only paid my $2, myself.

The crowd and the cloud: new monetization 
possibilities not based on Control. 

Content hosting is  moving from my own computer and 
my hard-drives to the cloud - and indeed, this is very 
good news for content creators, publishers and rights-
holders because if makes  it easy to engage and up-sell 
to the new generatives. In addition, it is reasonable to 
expect that content files will get larger and larger over 
the next few years, since many devices  are now capable 
to handle much better resolutions and many users are tiring of bad audio, video and image 
quality. The age of squashed-sounding MP3s is  ending as high-end audio is becoming a 
reality even in the smallest devices. Assuming those 2 trends (people receiving bigger and 
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better files as well as accessing those files in the cloud rather than storing it on any 
specific piece of hardware), the key question is what 'sharing' will look like in the near 
future and what can be done to monetize it rather than try to curtail it.

The answer is in the cloud: I think many people will soon stop sharing the actual media 
files (since they are getting larger and larger, and therefore more unwieldy) and will share 
only the links, the bookmarks, the metadata or the tags, if the result is the same, i.e. if the 
shared content is made fully available to the recipient, without further ado or unwieldy 
registration procedures, buy-now pitches etc. How could this work? 

Imagine you have purchased an ebook for 10 Euros and you want to share 
it with your wife so that she can read it to you while you drive, or with your 
son because he really should know about this great book. With a good, old-
fashioned printed, dead-tree book, this is  certainly not an issue, so why 
should it be such a problem for the electronic version? Why not create and 
deploy many extra values around this book (such as video, audio, images, slideshows, 
dictionaries etc), make the file a lot larger, and then still allow a buyer to share the book via 
a simple link or bookmark that provides all recipients with the  basic, 'words-only' version 
of the book but withholds the added values until they purchase it for a very low and 
attractive price, themselves? Once those added values become a significant part of the 
user experience most users will not want to miss them - protection will be in the business 
model, not the software!

The perfect testing scenario may unfold soon, exemplified by Apple's new iPad. Extending 
the concept mentioned above, rather than blocking my wife from sharing an eBook it would 
be much more reasonable if I could still read the book, 'for free', but all else would not be 
available without a micro-transaction on my end, i.e. I would not have instant access to 
videos, links, ratings... i.e. that valuable context. This would clearly drive me to purchase a 
'copy' myself - if indeed I like the book enough - sounds like a fair deal to me.

Engagement, interactivity, conversation and a constant stream of added values that can be 
produced at very low cost is what will give content owners 'protection' from rampant free-
loading - not DRM,  region-coding or HADOPI laws.

Sharism and Money. 

When thinking about digital music (my original, futurist starting point), imagine an unlimited 
music service at a feels-like-free price, supported by advertising, brand sponsorships, 
ISPs / Telecoms and mobile operators. A service that allows  me to stream or download the 
music, and enjoy it online or offline (pretty soon, a rather pointless  distinction, anyway). A 
service that is  basically cloud-based but that allows me to make temporary sub-clouds  on 
my personal device so that I can always get to what I like the most, much like the gMail 
offline reader, mobile RSS readers, the Instapaper iPhone app etc. While I may be inclined 
to share some of the music files with my friends, I would be highly unlikely to publish the 
complete access details to my personal cloud via, say, Twitter - I would risk watering down 
my profile and messing up my entire personalization efforts.  Avoiding profile and account 
'pollution' can be a major driver of payment adoption, I think.

Similarly, in books: let's assume, as a publisher, you'd allow people to log-in and get digital 
access to 10s of 1000s of books, at a low price (such as O'Reilly's  Safari Books already 
does, for all those hardcore programmers and geeks around the world) - what would keep 
people from just sharing the log-in details and only pay for one account but have 2000 
people getting everything for free?  The answer: once I am really involved with a platform I 
like, and use every day, I am not very likely to share the account details with everyone, 
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because I don't want my profile to be polluted, and my own experience to be negatively 
effected. 

This  is  similar to having your family members  use your eBay account for bidding on stuff 
they want to buy: not a good idea, since it will be your rating (which is the real currency of 
eBay) that will be negatively effected if your 15 year old son does not live up to the buyer's 
expectation on his last transaction. The same is true for Amazon: share your log-in details 
with your 12 year old daughter and you will make a mess  out of your recommendations - 
she may love SuBo (Susan Boyle) but you don't want to keep seeing pitches for  stuff she 
may want, for the next 9 months.

The bottom line: content sharing isn't the real problem: high price points, outmoded toll-
booth strategies, broken relationships  and processes, low values, bad technology and 
service, and lack of conversation and engagement are. 
 
Here is  my message to publishers  and content owners: lower the prices to the point of 
unanimous excitement, use open standards that work for everyone, everywhere; bundle 
and package as attractively as you can (then: repeat). Remove all reasons that your users 
may have to avoid the toll-booth, and thereby side-step the conversion to 'paid'. The lower 
the hurdle for legitimate usage and paid engagement, the less you will have to worry about 
'competing with free free'.

And do it now so you don't have to win people back from routing around you.

Image below via Somaya on Flickr (thanks!!)
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Gerd’s Biography http://www.mediafuturist.com

The Wall Street Journal calls  Gerd ‘one of the leading Media 
Futurists in the World’. He is  the co-author of the influential book 
‘The Future of Music’ (2005, Berklee Press), as well as  the author 
o f ‘ M u s i c 2 . 0 ’ ( 2 0 0 8 ) a n d ‘ T h e E n d o f C o n t r o l ’  
(www.endofcontrol.com, 2007)., and “Friction is Fiction” (2009). 
Gerd's background is in the music business; in 1985 he won the 
Quincy Jones Award and subsequently graduated from Boston's 
Berklee College of Music (1987). Since 2002, following a decade 
as digital media entrepreneur and start-up CEO, Gerd travels 
around the globe and speaks at conferences, events and think-
tanks on the Future of Media, Content, Technology, Business, 
Marketing & Advertising, Branding, Telecom, Communications and 
Culture. 

Gerd is considered a leading expert on topics such as journalism and news, social media, 
mobile content and m-commerce, television and broadcasting, innovation and 
entrepreneurship, UGC and peer production, copyright, next-generation advertising, 
marketing and branding, digital content strategies and the development of next-generation 
business models in the content, communications & technology industries. Gerd's keynotes, 
speeches, presentations and think-tank appearances are renowned for his hard-hitting and 
provocative yet inspiring and motivational style. With over 300 engagements in 29 
countries during the past 7 years, Gerd has addressed over 25.000 executives and 
professionals, and is considered a key influencer.

His diverse client list includes Nokia, Google, Sony-BMG, Telkom Indonesia, Siemens, 
Kuoni, RTL, ITV, the BBC, France Telecom / Orange, Deutsche Telekom, The Financial 
Times, TribalDDB, DDB, Omnicom, the European Commission, Nokia Siemens  Networks 
and many others. Gerd is a fellow of the Royal Society for the Arts (London), a member of 
the World Future Society, and resides in Basel, Switzerland.  

More details are at www.mediafuturist.com  
Twitter www.twitter.com/gleonhard 

Videos: www.gerdtube.net  and www.gerdtube.com
LinkedIn Profile and Endorsements
Contact:  gerd@mediafuturist.com  
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