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Some trends | want to cover today
1. Time-shifting Music: The NEW RADIO

2. ,Renting‘ Music: unit sales >> service
sales

3. Liquid and ,feels like free* - pricing
4. The Long Tall
5. P2P is everywhere — not just on Kazaa!

6. Reproduction = Performance
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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




1. The on-demand media lifestyle has arrived

2. Radio is finally unbound (by spectrum or
schedule)

3. A mass of niche markets evolves (‘lowest
common denominator’ - thinking becomes
irrelevant)
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You are lucky!

1. The publishing model (,participating in revenue
streams / collecting for usage') is becoming the
default way of doing business in a digital ecosystem

2. Music is being used in more and more places: online
advertising, games, rich media, user generated
video content, digital TV, mobile content, webcasts

3. The Internet is a giant publishing machine _

4. Now you already know about my book ;) rhe

FUTURE

MUSIC Ld
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1. Less ,copies' of music are made (or paid for)

2. Catalogs are growing ,old’

3. The switch to a ,liquid mechanicals‘ system is
coming (i.e. a revenue-sharing remuneration
model rather than a fixed mechanical rate)

4. Dealing with ,music-renting‘ models

Dealing with , Time-shifting music*

6. The Internet is a giant COPYING machine

o
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We need MORE BUYERS - not higher
prices and more restrictions

TODAY

People that BUY music 20%
People that do not 80%
Price point $ 1.00

Average # of buys / year 30
US Population 300,000,000
Volume $1,800,000,000
TOMORROW?

People that BUY music 95%
People that do not 5%
Price point $ 0.20

Average # of buys / year 150
US Population 300,000,000
Volume $8,550,000,000
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Time shifting of 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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US Consumers’ Music Listening Practices, 2004 & 2005
(im millions)

Radio

Music stored on a computer
£3.2
Tr.2

53.5

Free streaming online music

W March 2004 H March 2005

Note: Gges 12+

Source. NP Growp, Map 20005
054804 S2008 eddarketer, nc, W R E rK et e com

2005 € Cord | eanhard Music BEiirist  cord@misichi it coe




Music Time Shifting: some consequences o=

Reality Check: Broadcasters meet Broadway, and

become Broadband Content Providers
& Home recording of digital music is easy and legal in
most territories (there are gray zones, though ;)
B The ,cents per copy / unit* model is over

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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‘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

 ,Sharing‘ is enabled
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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




About the PRICING of content in a digital ecosystem

Where it's going — I think -
$: ‘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!

Some final comments

1. Today's ,Cut & Paste Culture’ is the new
breeding ground for composers, and there
may well be ,composers’, soon, that don‘t
read or write music anymore

2. The Supreme case (Grokster vs MGM) will
find P2P software legal, BUT send the
issue back to Congress for the creation of
a compulsory online distribution license

3. It's no longer just Publishing or having a
record label — the 2 rights are converging

2005 € Coard | aqnhard Misic Bihrict  oerd@icichirict cone




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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Gerd Leonhard
MusicFuturist

Thanks for listening,
and let’s talk

gerd@musicfuturist.com
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