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Some emerging business models | want to cover tonight =

Liquid and ,feels like free’ - pricing

Reproduction = Performance
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The ,Content as Utility* model:

--- everybody must be covered

Time-shifting Music: The NEW RADIO
,Renting’ Music: unit sales >> service sales

User-generated content: the reverse media

The Long Tail & the tail wagging the dog?

P2P is everywhere — not just on Kazaa!
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To clarify and put in perspective...

Content is King

* put...

But really...

Content is King, Customer
is King-Kong, and

Service is Godzilla




The big shift: the power moves to the edges

Client-server applications Web services

Circuit-switched telephony VOIP

Radio vs Broadband Broadband Radio
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Traditional Music Industry : Peer to peer (bottom-up)
[
Scheduled Television | Tivo
‘Big Media’ Publishing ! Weblogs
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The on-demand media lifestyle is here

The end of customer sacrifices is here

The end of browsing is near (watch Google
morph!)

Radio is finally unbound (by spectrum or schedule)
A mass of niche markets evolves (‘lowest common
denominator’ - thinking becomes irrelevant)

The Music (& Entertainment) will live on THE
NETWORK - not on / in your box - therefore the
POWER IS IN THE NETWORK
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1) Time shifting music is here. Now. -

The ability to listen to music broadcasts without
being actually connected to the broadcaster at the

time of listening

* XM To Go devices
» Napster to Go / Yahoo Music Unlimited / Rhapsody
» Timetrax / Replay Music / Radiotime (stream Recorders)
* DAB / HD Radio devices

» Grouper / Mercora etc
* BBC Music player
» Podcasting (Audiofeast?)

 Tivo + the Music DVR
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Music Time Shifting: some consequences =

| -

Reality Check: Broadcasters meet Broadway, and
become Broadband Content Providers

B Home recording of digital music is easy and legal in
most territories (there are gray zones, though ;)

% In the EU, public broadcasters already derive $$ via
public levy charges, therefore some users feel entitled
to timeshifting broadcasts (>>BBC!) - the utility model in
its most basic form?

B The ,cents per copy / unit' model is running out

B The definition of a ,Mechanical Reproduction’ is
blurring, while performing becomes de-facto copying

M Huge new opportunities for content owners:
upselling x 1000, new marketing & promotion tools...
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2) ‘Renting’ music is here o
The ability to obtain large catalogs of ,rented* music without
having to pay for each copy of each song (,unit’)

* Yahoo: $5.99 Napster / Rhapsody: $14.99

* Close to ,feels like free‘ (and soon, this will be free / ad
or bundle supported), but music is not actually owned

» Exploration and discovery is made easy

» May utimateley eraticate need for filesharing

» Becomes a commercial version of a public music utility
* Is a question of lifestyle, age, location... And FASHION
* The user DEMANDS lower costs and higher features
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Buying music > Renting Music

- Consequences

 Prices drop dramatically

* Almost all users (re-) engage

» Bulk / Flat fee / blanket deals emerge
» Broadband explodes even faster

 ,Sharing‘ is back
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My definition of the Long Talil

In a digital entertainment ecosystem it becomes
feasible that the total, combined number of
sales of the less-popular products actually
surpasses the total # of sales of the top-level
products, because:

There are no shelf-space issues

Distribution is no longer a gate-keeping factor

Every business can be (is?) global
Lifestyle-Marketing and Viral Marketing become real

options, at very low cost (see: Google ad-words)
>> Read: Wired.com “The Long Tail” by Chris Anderson

4) About the PRICING of content in a digital ecosystem

Where it's going --- imho---
$: ‘No-choice’ payments — levies & compulsories

$: ‘Little choice’ payments: flat fees, bundles,
subscriptions

$: Choice payments: voluntary contributions,
memberships, ads (in lieu if cash)

Revenue will flow from many areas apart from direct
cash for content: the mantra is UP-SELL, CROSS-
SELL, RE-SELL...

The pie will be 2-3 x as large!




5) User-generated content will be a major success
factor in digital music

The ability to share playlists or favorites with other, like-
minded users, and to form ,social music’' communities...

% The MySpace.com phenonema

& Artistsnow.com LinkedIn.com etc

% Blogging

¢ Podcasting

£ Next generation recommendation services
& Collaborative filtering technologies

% Anything that's not inter-connected, open and leaves
room for user action will ultimately twindle and shrivel up!
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Soon ‘having access’ will be just as popular as ‘owning’,
and the overall industry will grow to be much larger

The Music Market will grow largely because having ACCESS to music
— not owning it - will become a whole new way of getting music

$32 B $75+ B
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