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1. Introduction

In this chapter, we define what a revolution is,dawe tackle more precisely what a digital
revolution is. Then, we highlight how digital restibn can act on business, with the case of the
digital music market, in France. However, an issoees up from the latter and leads us to suggest
a purpose for this thesis. Finally, we define thigéted audience, the limitations of our purposd an
the structure of our paper.

1.1. The revolution on the digital market

1.1.1.Definition of revolution

A revolution is a” sudden deep modification in powe organizational structures, which takes place
in a relatively short period of time”. Politicallyt can happen with an overthrow. For instance in
France, between 1789 and 1799, the revolutionidaifrthe absolute monarchy and changed it into
a Republic. (Oxford dictionary, 1982; Soboul, 197K)revolution can also be technologic. In the
second half of the XVIIT century; a cluster of basic innovation leaded ® itidustrial innovation
(Schumpeter, as cited by Keklik, 2003). In thissibe we speak about a recent technologic
revolution: the informatics one and more preciské/ digital revolution.

1.1.2.The digital revolution

The recent technologic revolution, similar to ahtealogic boom, has established a new digital age.
Hence, the sudden growth in computer, informatteamsportation, telecommunications and other
technologies has had an important effect on the thay companies supply value to customers.
(Kotler et al., 2008, p.33)

The Information and Communication Technologies @Cfepresent a group of technologies used to
treat, modify and exchange digitized informatiomdded, they enable to treat and analyze
information deeper and deeper, with more and nuwks tfor a price which is every time decreasing.
In the 1960s, Gordon Moore, one of the creatonstel, predicted that the power of microprocessor
would double every eighteen months (Arthaut, 200 consequences were that the informatics
material’s prices dropped really fast. So, ICTsepffo society a wide access to information and
communication.

The main aspect of ICTs is Internet. Nowadayss & iway to link individuals with businesses and
information all around the world. It becomes a gllophenomenon with a forecast of 1.8 billion
people which may use it in 2010. Anytime, anywhérenables communication, entertainment and
connections to information (Kotler et al., 20083). Thus, Internet provides information to society
improves efficiency of organizations and creates besinesses (e-business). Taking advantage of
this opportunity, companies are using Internetuidbcloser relationships with their customers and
marketing partners. “The e-business is the usel@ftrenic means and platforms to conduct
business; whereas e-commerce includes all thengadind buying process supported by electronic
means” (Kotler et al., 2008, p.134-135). In Franne2008, e-business represented twenty billion of
sales and grew about 20 % during the year (ICEA&#6VKPMG, 2009). Therefore, Internet has
engendered social changes and continues. Indebkds ithanged deeply our postindustrial society.
Are defined by postindustrial societies the onesnelithe services are the most important sectar, lik
in France. In this country, in 2006, from 75% td¥8®f the active population were working in
services society. So, eight on ten people treatfedmation and managing relationship (Lendrevie et
al., 2006 p.24-25). Moreover, according to studiethe INSEE (National Institute of Statistics and
Economic Studies — Franceh 2005, 4,2 % of French family budgets were spedigital products.
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Today, as previously explained, people and compan&e a wide access to the Information and
Communication Technologies. It helps them in thdéydhfe. Through the e-business and e-
commerce, we can observe that ICTs (particulargriret) engender effects on the companies’ and
customers’ behaviors (Lendrevie et al., 2006, p. Bbus, ICTs have consequences on any kind of
market: food, toys, clothing and so for. In a netshtechnology has a determining influence on
market, on offer and demand (Kotler et al. 20084 p.

1.1.3.Market

Market is a place where offer and demand meet e#obr, for a product or a specific service
(Conseil de la Concurrence, 2000, p.107). Thrabghdefinition, we can divide the market in two
parts: a selling market from a supplier’s sight aruirchasing market from demand’s point of view.
Thus, this definition reflects market is the resilan interaction of several members: produceds an
distributors with an aim to offer goods or servi¢peoducts) and customers who can purchase the
latter (Lendrevie et al., 2006, p. 35). Therefth@se interactions can be between a company and an
individual (Business-to-Consumer interaction: B @ or between two or several companies
(Business-to-Business interaction: B to B). Howetlee previous definition is an overall one, as an
agreement between all existing definitions of mgrkeming from different domains, as economical
for instance. So, market can be defined througlaketing point of view.

Marketing is a business process, a “social and gera process by which individuals and groups
obtain what they need and want through creatingexwthanging products and value with others”
(Kotler et al, 2008, p.991). So, marketing is agess including an interaction between actors, where
each one obtains what it needs or wants, througleréation and the exchange of products (goods or
services) and value, with others. Marketing, mdrantany other business function, tackles with
customers; which are an essential component ofrketiag system. We can deduce that the creation
of customer value and satisfaction is the centethef marketing, as can be its other objectives:
attracting new customers by promising them a sop&alue and to keep and grow the current ones
thanks to the delivery of satisfaction (Kotler et2008, p.6). To reach these goals, several market
tools can be defined: market segmentation, maikefeting, external and internal analysis of a
company, benchmarking and so on.

The marketing mix is one of those marketing toalsmposed of seven variables in a coherent
gathering, in order to deliver superior value aatis§action to the customers. It represents thecbas

decisions of a company concerning seven policissdyct, price, place, promotion, people, process
and physical evidence. It is an explicit transhatad a company’s marketing orientations (Lendrevie
et al., 2006, p. 835).

In a nutshell, thanks to a marketing point of viemgrket can be defined through the marketing mix.
Furthermore, as the digital revolution can affeetket, it can affect the marketing.

1.1.4 Digital revolution and marketing

Defining market through a marketing point of viethg marketing mix), we can determinate that
technology affects the seven variables of this etanlg tool. Companies want to deliver customer
value and satisfaction. Thus, companies have tptadetegies, heart of the marketing thinking and
practice. So, according to the shifts of their emwment: technological, cultural,
economical...companies have to adapt themselves.

Digital technologies enable to reduce costs andorgthe efficiency of business. They also help
marketers to innovate and enhance all the stepghedf approach (Lendrevie et al., 2006, p.26).
Indeed, we can take the example of Internet, glphahomenon of society, insofar as it gives new

2
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opportunities everyday for businesses (Kotler et2808, p.33). That is a reason why a lot of

companies decided to involve themselves in e-CoroenéChaffey et al., 2009, p.3). Thereby, to

reach this goal, companies can adapt their maxketiix to the new technological trends, to their

environment. Clearer, it can be done by changimgesoharacteristics of its product or service, the
price fixed, the place where you can buy the prbdubtave the service, the way to promote to target
people and so forth (Borden, 1964, p.8).

Thus, as previously mentioned, technology has erahing influence on any market, on offer and
demand (Kotler et al. 2008, p.34). This is alsodhge for the music market, in France.

1.1.5.Digital revolution in music market in France

To describe the digital revolution, we have choaepecific market: the music market. This market
has deeply changed because of the digital techieslothe digital revolution. Music market exists;
but currently the digital music market is also prds

“Non aux kolkhozes musicaux” (No for music kolkhekxe‘La quéte de nouveaux rythmes” (The
quest for new rhythms). Here are the titles of samieles published in a famous French newspaper
called Le Monde (2010); dedicated to the music miank the country. Currently, the music market
in France is like a societal question, a socieslié. In front of the decline of the music market d

to the digital revolution and the growth of the ithg music market, some organizations try to find
solutions. This is one of the reasons we decidethtmse the digital music market in France. Then,
an own experience in a record-label company in ¢gdmas oriented our choice. Moreover, as
consumers of music and students in marketing, eeeally interested in the trend of this market.

The music market represents the sales of physiualdigital music (Nicolas et al., 2010). The
worldwide resources, due to music sales, were agitnin 2008 around 18,42 billion of dollars
(BBC News, 2009). In France, in 2009, the salesnasic Compact Discs (CDs) represented 819
million of Euros. On the one hand, the digital nedris still marginal. The same yeatr, it represented
70 million of sales: thus less than 9% of the Cidarket (Nicolas et al., 2010). But the CD’s market
has been affected by a deep decline. In Franceg 2002, the amount of sales had been divided by
more than 2,5 (Chevalier, 2009, p.68). On the otiand, the digital market, even if it cannot
compensate the lost of the physical market, gresuab8 % in 2009 (Nicolas et al., 2010).

Nowadays, the exchange of information is very (asttext information it is almost simultaneously)
for a price sensibly lower than before. In 199 MPEG-1 Audio Layer 3, most commonly called
MP3, appeared. It is a new format to encode musiesl, which is compressed and so very light;
almost keeping the same quality of music than tBs (Brandenburg & Pop@R000). Thus, the
Information and Communication Technologies havete@ a digital continuum. Indeed, we got
interactions between those technologies that derabide more and more the exchanges. For
instance, a musical MP3 files can be saved on guten then sent to another computer and finally
used to be listened onto the computer or senthad player (Lendrevie et al., 2006). To explain
this turn down, we should come back in 1999, whepster, a free platform to exchange files,
opened. Since this creation, people can obtaimmblproducts like music or movies for free. Even
if authorities try to shut that illegal online-fdesharing website, new ones appeared each day.

The first legal interface to download music hasnbeeesated really late: when the company Apple
launched iTunes in 2003. “'That four-year lag isenenthe music industry lost the battle," said Sonal
Gandhi (2009), music analyst with Forrester Regedrc 2008, the illegal market represented 95%
of the worldwide digital music market (IFPI, asedtin Holton, 2009).
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1.2. Problem

Analyzing the music market, we notice that since ¥XIX™ century, the spreading of music has

known several revolutions which have modified dgdpe way to do business in this sector. Indeed,
sellers of score were opposed to the creation cfrdg then record seller were themselves also
opposed to radio, then radio against tape... (Chaya&D09). Nowadays, the digital music market is
more and more important in the overall market.

The digital revolution affects the markets ands® ¢companies acting in the music market. In other
terms, the digital revolution directly acts on thesompanies and their businesses (Peitz &
Waelbrock, 2005, p.351). So, digital revolution Hasiness consequences. If companies want to
make profits in their market, they have to adagirtistrategies according to the shifts of their
environment: technological, cultural, economicall @o on. It is a way to take advantage of its new
environment. This is in the optic to adapt theileotto the new tendencies (digitalized music) but
also to their current and future customers; in e where the structure of the music is evolving.
The physical music market is in decline whereagliggal one is increasing.

Thus, in front of this phenomenon increasingly imaot, what are the solutions for companies if
they choose to adapt themselves?

1.3. Purpose

The overall purpose of this thesis is to exploeegtate of the current digital music market in Egn
and its trends. Because it is a dynamic marketyweset to illustrate its current tendencies at tlep st
of the tools implemented by companies to act is tharket.

1.4. Audience

This thesis tackles the digital music market innéma So, it is dedicated to people who are intedest
in the digital music market and its trends and parsons who are interested in marketing.
Furthermore, this thesis is dedicated to companiking in the music market in France (record-
label, distributors...).

1.5. Limitations

The thesis paper is focused on the digital musikatan France. This market is organized around
several actors, we can consider as key actors:attists, the interpreters, the producers, the
distributors, the canals of commercialization andlfy the customers (Lendrevie et al., 2008, p. 34
However, this thesis is about the trends of thetalignusic market and concerns the action of
companies acting in it. Thus, all along this thegi$ be defined as actors the companies working in
the digital music market: the record-label firmig tetailers and finally the aggregators.

Furthermore, we talk about digital technologies aadbout ICTs. However, are incorporated in the
term of ICTs a lot of information and communicatimols. As explained in the part 1.1.2, the main
aspect of the Information and Communication Tecbgiels is Internet. Internet represents the ICTs
in such a way. Thus, for this thesis, in orderedle most precise as possible, we are focuseldeon t
digital music market on Internet, in France. Nelvelgss, nowadays, we can observe that Internet is
available on several materials like the computemmabiles phones. Thus, we decided to concentrate
our thesis on the Internet accessible via comphgeause it is the main interface, it was represgnti
84,6% of the French digital market during the thirchester of 2009 (Nicolas et al., 2009).
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We don’t describe all the market. We have choseticpdar point that we found interesting in order
to understand the market, its tendencies but almause it was great marketing approaches.
Moreover we have worked on a market which changaliyrfast and so we have dedicated our data
research on elements which happened since 2005.

1.6. Structure

In order to answer the purpose, the thesis istsired in such a way to be comprehensive by people,
logic, and which enables to analyze the marketiregegies implemented. So, it is composed of six
parts, by isolating the introduction.

The chapter 2, we highlight our theoretical framewd his part is a knowledge foundation of our
analysis with a description of the theories we rexedi use in order to answer the purpose.

In the chapter 3, we describe the methodology we &®, we describe our different choices,
particularly between primary and secondary datadisw between a quantitative or a qualitative
method, the tools to get information...

The fourth part (chapter 4) gathers the empiriesults, coming up from the sundry sources and
tools we used before.

In the chapter 5, we analyze these results in daderake the trends came up.
In the sixth part, we present our conclusions frdma analysis, made thanks to the gathered

information. In addition, we suggest some possibtecasts for companies in the music market in
France.



The state of the digital music market and its teetks | [2010]

2. Theoretical framework

In this chapter we present our theoretical framekvadt refers to the main theories which help us to
answer our previous research questions. First, seove the digital music as an electronic service.
Then, we present the 7Ps of the marketing mix yhélmrough the overall definition of the marketing

mix and the analysis of its different variablesisTanalysis, for each variable, is done in a global

context, and then is adapted to the online marketat the end to be adapted to the digital music
market. This part enables us a better understandintpe problem from a theoretical framework. It

is a chapter where the knowledge base is givenvandh enables to fully understand the scope of
the thesis. It also enables understanding the igivogic used all along the thesis.

2.1. Digital music as an electronic service

A service is “any activity or benefit that one paxdan offer to another, which is essentially
intangible (service product cannot be touched, ssted, smelt or heard), and does not resuittan t
ownership of anything” (Kotler et al., 2008, p.62%ervice is also characterized by three other
dimensions. First, the inseparability: service congtion cannot be separated from the provider.
Then, we have the heterogeneity: there are too mangbles to enable the organization to achieve
standardization. Finally, the perishability stresige fact that services cannot be stocked ordtore
(Thomas, 1995, p.377-378).

Through the CD or the vinyl, we were getting a thlggproduct on the music market. But, it seems
that the digital music is a service. Indeed, ifilisl the two first features. Nevertheless, it doed
answer the three previous criteria. Therefore,characteristic stresses the particularity of etett
services. A service is generally different, depagdon who provides it and when, where and how
(Kotler et al., 2008, p.629). Moreover it cannotkept by the buyer and is produced thanks to an
intervention of the seller. However, the digitaloguct is standardized and can be multiplied
endlessly. It is really easy to create a copy witHosing the quality of the original product. That
the reason why publishers cannot guarantee theyrigit. In addition, MP3 songs can be played
indefinitely without losing in quality; digital poucts are not destroyed after their utilization
(Lendrevie et al., 2006, p.272). Finally, the digiproduct does not need the intervention of the
provider of the product. Apparently, we can defindigital service only by its intangibility and the
lack of ownership.

2.2. Definition of the marketing mix

Marketing mix is all basic decisions taken by therketing manager: a professional person who
manages the marketing resources; either for a éssiar a product, regarding the main variables of
action he or she has at its disposal. Originatlys theory was proposed by Jerome McCarthy in
1960, with only four variables for tangible prodsicatching with four policies: product price,
place and promotion. It is still used as a fundamdepart of formulating and implementing
marketing strategy, by many companies (Lendrevial.e2006, p.834).Thus, marketing mix has to
be a clear translation of the strategic choicegtatbby a firm, principally stages concerning the
product’s place and the driving forces of the sgtto use. The original marketing mix is focused
on the tangible products and is more commonly ddte 4Ps theory. Nevertheless, this theory is not
sufficient for services.

Therefore, another marketing mix exists in marlgtsirategies, called the 7Ps. This theory is
dedicated to the intangible services and is amekia of the 4Ps theory. For services, the margetin
mix is composed of seven variables; therefore spedinies: the product’s policy, the price’s policy
a place’s policy a promotion’s policy and threeitiddal policies, People’s policy, Process’ policy,

6
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and Physical evidence’s policy (also called phystcavironment). Thus, the original 4Ps with these
three new Ps, shape an extended marketing mixwbatan call the service marketing mix. It was
funded by J.Booms and B.Bitner. This model is maeeful for services industries and for
knowledge-intensive environments (Kotler, 200002-203).

Figurel: The marketing mix (the 7 Ps)

Placement

\‘/

Mix-
— Marketing ~—
Process Promotion
Physical
evidence SeoEle
- : Marketing mix for tangible products (4Ps)
: Marketing mix for intangible services (3 addex) P

Source: Created by the authors

2.3. The product’s policy

2.3.1. General Content

“A product is anything that can be offered to a keafor attention, acquisition, use or consumption

and that might satisfy a want or a need. It inclugdysical objects, services, persons, places”
(Kotler et al., 2008, p.539). It is composed of twee product and the extended product. The core
product transmits the core characteristics of tloelgct which should answer the need of consumers.
In other terms, it consists of the benefits seatdne a customer to solve a problem; meaning that
marketers first need to determinate the benefite (fore) that the product provides to customers
(Kotler et al. 2008, p.501, p.502). The extendextipct combines the additional advantages offered
beyond the product; as the installation or the aray (Chaffey et al., 2009, p.280).

Companies can differentiate themselves by condemgraheir efforts on one element of the
marketing mix. For the product, there are threesimigies: technologic innovation, qualitative
superiority and specialization. (Lendrevie et@l829).
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2.3.2. Branding

A brand gathers all “the characteristics of a pahau service, perceived by a user”. So, the bramndi
is the approach by which an organization improvesitage of its brand (Chaffey et al., p.289).1t
enables to build lasting relationship with custosnekccording to Chiagouris & Wansley (2000),
there are four steps for a good branding: awaref@sdiarity, trust and commitment.

Through the awareness, prospects can recall ogmém the name of the company. With the
familiarity, they learn more about the brand, it®duct and services, its additional offers, and
develop an approval of it. Then, via the trust stBp prospects become less reluctant to purchase a
product or service. Indeed, they distinguish theelfie that could bring a special feature of the
product. During this stage, the customers’ choaresinfluenced by the good image they have about
the brand .The last phase, the commitment, cekeltinatrelationship; by an exchange between seller
and customers. Each part knows the other one goefdity the relationship lasts (ibid., p.1&2).

The marketing mix, and its choices of differenbatiis an important tool to build a strong brand.
Indeed, it enables to define good features forctresumers and to commercialize it in the best way
to satisfy their wants and needs (Fifield, 19923f).

2.3.3. Partnership and co-branding

The brand partnership is a common strategy usedtdmpanies to reach an overall superior
development for each firm, than if they stay alohlee co-branding is a kind of brand partnership
with the specificity that the conceptual and fuoeél products have been developed by both
organizations and they sign the product with ba@mes (Cegarra & Michel, 2002, p.3).

2.3.4. The digital product policy

The digital product is a good or a service, reatiom digital format from Internet (Kalakota,
Robinson, p.22). Every digital product is offeredat least one package (Pankratius, 2007, p.105).
The strategy takes into account miscellaneous Ipitiiss to improve the digital product. It can
enhance either the core or the extended product{&het al., 2009 p.284). Another technique used
online is the ‘Prosumer’ (Producer + Consumer)tratsgy which involves consumer in additional
with the producer in the creative and marketingpsses (Chaffey et al., 2009, p.684).

2.3.5. The digital music product policy

Music, on digital market, can be offered with a MBB another format through Internet. In
comparison with the tangible product, consumersiatoneed to rip CDs to get MP3 files. They can
transfer themselves those files, to the computeanother machine, like a MP3 player (Rhapsody,
2006). These products can be duplicated and lidtendlessly.

The extended product will take into account theadata, all the information around the music files
like the title, the author, the cover of the alb(@hambon & Lestrade, 2008, p.35). Some services
offer also additional interactive services suchtlas possibility of creating playlist and social
applications (Nicolas, 2009).

2.4.Price’s policy

2.4.1. General Content

The price is the amount of money that a customes ga purchase a product. This amount is
determined thanks to a number of factors like theent market share of the company, material
8



The state of the digital music market and its teetks | [2010]

costs, competition (direct, indirect and implicproduct identity; but also the customer’s perceive
value of the product (McCarthy, 1975, p.37). Thiegds policy has to stipulate the tariff conditions
the company wants to pursue with its clients, fer product or service: basis tariff-price, discount
price and so on; according to the different catiegoof clients and the importance of some critaga
their orders, periods of the year and so for (Lewndy et al., 2006).

The general pricing policies are cost-based pricoognpetition-based pricing, and customer value-
based pricing. “The cost-based pricing strateggtakto account the costs of producing, distrilgutin
and selling the product, plus a fair rate of rettoneffort and risks” (Kotler et al., 2008, p.681)
"The competition-based pricing uses anticipatedlmserved price levels of competitors as primary
sources for setting prices” (Hinterhuber, 20082jp.According to Kotler et al. (2008), “value-based
pricing consists of setting prices based on buyeeieptions of products value rather than on the
costs”. The approach should begin with the custeraad his want and then the strategy is adapted
in accordance with it (2008, p.683).

A company can concentrate its efforts on the ppakcy. The main strategy is a volume oriented
strategy, which consists of offering a low priceau§ the company offers advantages directly
perceptible by the customer. It enables to salt ahd gain market shares, but with a few margm pe
unit. In order to apply a volume oriented stratefgyns should have the resources to take this risk.
Moreover, they should have a substantial and deratmmpetitor advantage about the cost.
Eventually, a low cost should be an important \dedor clients. Indeed, a low cost product could
be felt like a low quality product. (Lendrevie ét @.830)

The other strategies are generally included asgigstoduct/segment plans and do not appear as a
separate entity (Mc Donald, 2002, p.377). For imsta offering a high price does not give advantage
directly to the customer. But it is the followind a product strategy. Indeed, when you have a
competitive advantage based on the characterisfiggour products, you can apply a skimming
strategy when you launch it, to maximize the prdfitenables to make a big margin per unit, and
keep a prestige, because not everybody can haveacaess to it (Mc Donald, 2002,
p.288).Companies can also offer a promotional piliseng a short period, in order to stimulate the
sales with direct discounts or on the next purehggecial offers and so on (Lendrevie et al.,®).36

2.4.2. Price on Internet

The price on Internet matches with the price ofdprt or services available on Internet. One
particularity of the price of digital product/setei is that the marginal cost is low. The biggest
variable to take into account in order to fix thestis the investment and so its risk (Lendrevial et
p.287).The production and the marketing are thennfiaids to finance (Lendrevie et al., p.369).
Thus, it seems that volume strategy could be istemg

Further, pricing alternatives can be taken intooaaot for digital products: add-ons (informatics
accessories), extra products and services couldhbeged. Discounts can also be offered for
promotional actions or in order to stimulate regmathase. (Chaffey et al., 2009, p.309)

2.4.3. The price of digital music

As a continuation, the price on music market is @hsount of money that a consumer spend to
acquire a digital music file, but also all the inedt element (advertising) that enable to create
incomes to the provider.
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2.5.Place’s policy

2.5.1. General Content

The place means the location where a product campurehased, which often represents a
distribution channel. There are three models ofridistion channel: the direct, the short and the
long. In the direct channel, the producer selledly its product to the client. The short channel
gathers three actors: the producer, the distribatat the client, so there is only one middle man.
Finally, the long channel incorporates severalrmegliaries (Vandercammen & Jospin-Pernet, 2002,
p.57). The term of place, in marketing mix, cadude any physical store but also any virtual store
on Internet. So, the place’s policy is a sale’s distribution’s policy. It should answer the simple
question “Where our customers would expect to fad products or services?” It should also be
linked with the needs of the marketing effort. lishto cover some points: the size and the
organization of the internal sales force in the pany whose the goal is to sell the product, the
choice of distribution channels following the aims reach (numerical distribution or value
distribution), the budget for distributors’ prommtal and merchandising operations, different
services suggested to the distributor like advioeselps to sell, after sale service and so on.
(Lendrevie et al., 2006).

The marketing mix, with the placement as a priorégplies a push strategy: to push the product to
customer in order to stimulate the purchase. Berof§ more sales force, a better or a wider
presentation in the sales point, the organizatssuies competitor superiority (ibid. p.830).

2.5.2. Place on Internet

Internet is itself a distribution channel (Chaffetyal., 2009, p.306). On the digital market; weehav
five different kinds of places to purchase digpabducts: the seller-controlled, the seller-oriénte
the neutral placement, the buyer-oriented and theeicontrolled. The seller-controlled and the
seller -oriented placements carry the interesthef seller. The buyer oriented and the buyer
controlled placements carry the interest of buyée neutral placement is independent. The seller-
oriented, the neutral and the buyer-oriented placesnanaged by a third part. The seller controlled
placement is managed by the seller and the buydratked is control by the customers. (McDonald
& Wilson, 2002, as cited in Chaffey et al., 2008(9)

Figure 2: Five different places on Internet

Seller- Seller- Buyer- Buyer-
. Neutral .
Controlled oriented oriented controlled
e.g. Del.com e.g. Opodom.com e.gyHiman e.g.priceline.com

Source: Created by the authors
2.5.3. The place for the digital music market

The place on the digital music market represergdriterfaces where customers can find the music
files they want to buy or rent

10



The state of the digital music market and its teetks | [2010]

2.6. Promotion’s policy

2.6.1. General Content

Another variable of the 7Ps theory is the promati®he latter is defined as the whole array of
methods and procedures by which the organizationnoanicates with its target market (Fifield,
1998, p.245). The company can promote the brarsdp@sitioning) or its product and services
(features).The promotion gathers four specific &ets: advertising, point of sale, word of mouth
and public relations. A company can use these ipahelements together and separately (Lendrevie
et al., p.492-495).

Advertising is the eminent tool of promotion; netdble and widely spread, it is the core offer of
communication agencies (Fitzgerald & Arnott, 20p(,3). Kotler et al. (2008, p.762) define it as

“any paid form of non-personal presentation andnmiion of ideas, goods or services through mass
media such as newspapers, magazines, televisicadmr by an identified sponsor”. It gathers four

media, television, radio, press an Internet (Levidret al., p.493).

The public relations are” the management of theramess, understanding and reputation of an
organization or brand, primarily achieved througfuencing in the media”. (Chaffey et al., p.522).

The Word of Mouth Marketing Association (WOMMA) dieés the word-of-mouth as the act of

consumers providing information to other consum&maultaneously, the WOMMA emphasizes the

marketing approach, the word of mouth marketinga dseason giving by marketers to talk about

their products and service”. Finally, the WOMMA 0@@)reports the word of mouth marketing, as

“the art and science of building active, mutualgnbficial consumer-to-consumer and consumer-to-
marketer communications”. (Word Of Mouth Marketidgsociation, 2010)

“The sales promotion gathers all the short terrhrieues used to stimulate the purchase or sales of
a product or service “(Kotler et al., 2008, p.785).

The promotion’s policy can be defined as the sgtéo choose and implement the main
communication ways. It should apply a pertinentrapph, and adaptable to the overall mix
marketing. Then, in the one hand, we have compaviésh want to communicate with advertising.
They have to make a choice between televisionprautess or Internet by the media strategy. In the
other hand, we have firms which want to communicai¢ of media, with sponsoring, direct
marketing, public relations, sales promotion aneénévFor each choice, marketers should define the
tools which will be used according to the charasties of the company, its market and the overall
mix marketing choices (Lendrevie et al., 2006 p.&33835).

Marketing mix, with the promotion as a priority,agds a pull strategy. It enables, through a strong
promotion, to pull the consumer to the product iideo to stimulate its consumption. Pull strategy
generally try to build a brand image rather thaonpote directly products (Lendrevie et al. 2006
p.831).

11
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2.6.2. Promotion of digital product

Figure 3: The main element of the digital produymtsmotion

Communication tools Online implementation
Advertising Interactive displays ads, pay-per-clis&arch advertising
Public Relations Online editorial, blogs, feedsiesvsletters, newsletters,

social networks, links and viral campaigns

Affiliate Marketing Pay per performance marketiRgy per click
Direct mail Opt in e-mail using e-newsletters aralasts (solus e-mail
Merchandising Promotional ad-serving on retailssifeersonalized

recommendations and e-alerts

Word of Mouth Viral affiliate marketing, e-mail aénds, links

Traditional offline advertising TV, radio,print...

Source: created by the authors, thanks to chaptan®table 5.4 p.314 in Chaffey et al., 2009

The search engines (SE), such as Google or Yameaseally important for e-marketing. Indeed,
they have a major influence about the traffic omernet (Hardaker & Graham, 2001, p.74).
Searchers use SE to find websites by typing keysvortb these interfaces. So, the search engines
are the first tools that people use to find a retjsech a product or a service. The Search Engine
Marketing groups “all the promotional techniquegdidy companies, to pull searchers to their
website when they are using SE. It can be by impgpthe results from the natural listing (Search
Engine Optimization, SEO) or by using Paid Sear@rkdting (pay-per-click) tools”. The pay-per-
click approach enables to appear in the delivaulrésom a sponsored listing. It is shown with a
relevant text ad and a link to the company webgtbaffey et al., 2009; p.506-507).

Companies can also attract people to their websiike they are using Internet for another use, with
display advertising. The display advertising is “advertising paid to be placed on a third-party
website such as information or social website”. r€his often a link to a website (Chaffey et al,
2009, p.539). We notice two motivations for thoshveatisings: first to catch the attention of
prospects by submitting them promotion and creats@ous or sub conscious awareness. Second,
some visitors click on the advertisings and theseig branding information, which stimulate the
familiarity and the trust toward the brand’s progudhey also have the opportunity to purchase, and
so commit themselves into a consumer/seller relalip (Hardaker & Graham, 2001, p.75).

The Online Public Relationships (E-PR) consists “@iaximizing favorable mentions of an
organization, its brand and products; on a third, pgebsite which are likely to be visited by its
target audience” (Chaffey et al., 2009, p.523). @anes have a little direct influence about the

12
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Public Relation. Nevertheless, Internet offers radi tools. Through their website, businesses can
select the information they want to divide, andréactive on time about the actuality (Hardaker &

Graham, 2001, p.76). E-journals represent the erdipproach of newsgroup. It is similar than the

traditional press approach, but often offers tecdnnformation for the specialized reader (Hardake

& Graham, 2001, p.77).

The affiliate marketing gathers techniques whichlbdes publishers to gain a commission on sales or
leads by merchant (Pay-per-performance marketitignks to the links on the referring sites.
Commission is usually based on a percentage ofuptazhle price or a fixed amount for each sale,
but may also be based on pay per click basis (Ehatfal., 2009, p.669)

“The direct marketing gathers techniques which fodlsetarget individual customers, to obtain an
immediate response” (Kotler et al., 2008, p.869méil offers powerful direct marketing tools
because it is fast and responsive (Hardaker & Gna2a01, p.78).

The online merchandising gathers all the techniqogsresent a product, in order to stimulate its
purchase. On the electronics markets the rulesaandire the same, but it should be adapted to new
settings (Compario, 2010, p.15).

“The viral marketing is the Internet version of wearsf mouth marketing (WOM) .The messages
provided are so infectious that customers wantassphem on to friends” (Kotler et al., 2008,
p.924).The web gives a powerful dimension to theMVky offering it the global communications

channels of Internet (Hardaker & Graham, 2001 p.78)

The social networks are interfaces which facilisdenmunication and relationships between people.
They offer several interactive tools to exchangssages and comment. They also provide facilities
to develop user-generated content (UGC), editareated and developing by visitors (Chaffey et
al., 2009, p.531).

The traditional offline advertising uses traditibmaedia such as TV, radio and print. It enables to
reach a large population, but the costs are impb(@haffey et al., 2009, p.562 &568).

2.6.3. The promotion of digital music

The promotion of digital music is a continuationwlhat we have done about the promotion off
digital product. It consists in the establishmehalbthe previous different tools in order to prow
digital music (Curien & Moreau, 2005).

2.7.The people’s policy

2.7.1.General Content

A lot of services are provided by people. Hence,'Beople’ variable is a key element in the service
marketing mix, necessary to any service proviswimch is able to make a difference to customer
satisfaction. (Kotler et al., 2008. p.635)

All people, in a company, are involved in the canption of services, in a direct or indirect way

(Kotler et al., 2008, p.604). Thus, people are ssestial part of the extended marketing mix. This

variable of the 7Ps consists of using the apprtprsiaff and people in order to satisfy the

customers’ needs and wants. To reach this goabrijnization has to recruit the right staff and to

train them appropriately in the delivery of theemdces. This ‘people’ variable is fundamental if a

firm wants to succeed and to get a competitive atge in its market. Indeed, companies know that
13



The state of the digital music market and its teetks | [2010]

a perceived value of a product or service depefsisan the relationship between people from the
company and the customers. If this relationshigaed, the customer will have a better perceived
value of the product or service. Consumers judgkdahiver their perceptions of the service through
the relationship they have with the staff. Thatthe reason why employees should have the
appropriate skills and knowledge to provide theviserthat customers are paying for (Kotler et al.,
2008, p.604). A particular investment in custon@wiges should be done on market which products
are standardized, to provide a superior value tsamers (Fifield, 2001, p.238).

2.7.2.People on Internet

Companies should take into account how easily domex can find a contact point, compose
support requests on website. Online, the varigmb®ple’ is like a review of how has changed the
staff involvement in the buying. This involves @tmew roles for the staff (replying to online chat
inquiries or e-mails) or a replacement of the staffavor automated online services. For instaiice,
can be represented through a co-browsing, an esmodification, a call-back facility, on on-site
search engine and so forth. (Chaffey et al., 2021 7)

2.7.3.People for the digital music market
Concerning the digital music market, the varialgedple’ consists in the new roles for the staff or
its replacement by automated online services, astiomed in the previous paragraph, in digital
music interfaces.

2.8. The process’ policy

2.8.1.General Content

The next variable is called the ‘Process’. It refay “all the procedures, flow of activities andal
mechanisms by which services are consumed” (ZeitBaBitner, 2002, p.25). Thus, it represents
“all the systems used to assist the organizatiaelivering the service, the procedures and methods
used by firms to achieve all marketing functionscas be the new product development, customer
service and sales” (Chaffey et al., 2009, p.318)s TProcess’ enables to control the costs, the
system improvement and to offer a superior levalustomer servicg$-ifield, 1998, p.241)

2.8.2.Process on Internet

The previous definition can be applied into an maicontext; reflecting the systems used by a firm
to achieve all marketing functions such as custoseevices, sales and new product development.
So, it can consist of features by which the productervice is consumed on Internet; but alsoef th
process to get the digital service is customizedtandardized, if the number of steps to access the
online service is simple or complex.

Companies on digital market have a great flexiptlit offer range of options to purchase products at
different price points. That includes four possibfgions: subscriptions, pay-per-view, bundling and
finally the ad supported content. The subscriptgoa revenue model by which an amount of money
is giving by the customer to the seller to conswamange of product during a determinate period
corresponding to a determinate pritae pay-per-view is a unique download or viewingssen and

its price (per unit) is higher than the subscriptservice. The bundling, like the subscriptionalso

less expensive than the pay-per-view service. isisbs in different content or channels which can
be offered either as individual products or groupedducts. Finally, we have the ad supported
content, different from the other options becausée fact no price is set here. Indeed, the main
revenue sources of the publisher are made tharddvierts on the site, as a fixed sponsorship, which
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stands for ‘cost-per-click’. But it could also castsn affiliate revenue from sales on third pasites
or another option consists in offering access tssber lists. (Chaffey et al., 2009, page 284tzPe
& Waelbroeck, 2005).

2.8.3.Process for digital music market

We can deduce that for the digital music, the ‘Bsstrepresents the implemented systems by which
the companies acting on the online music marketatrgchieve all the marketing functions. Thus, it
can underline how to access, easily or not, todiggal music the customer looks for, what the
features for this easy access are.

2.9. The physical evidence’s policy

2.9.1.General Content

The last variable is the physical evidence, al$leddhe physical environment. It refers to thd Gl

the tangible representations of the services” famitl &Bitner, 2002, p.25). It is a tangible
representation of the service and how this onaurshased and used (Chaffey et al., 2009, p.319).
Indeed, to demonstrate their service quality, ohéhe ways for firms is to develop a superior
physical environment in which the service is exploaed delivered (Kotler et al., 2008, p.604). For
instance, it can be signage, business cards,sliatements, report formats and so on. That emable
the customer to judge the quality of the servieg/tban rely on their cues.

These cues provoke opportunities for a service twnsend consistent messages according to the
company’s purpose, its intended market segmentalbatfor the nature of its service (Zeithaml &
Bitner, 2002, p.25). Hence, service organizatiaars @ommunicate the company’s customer value in
order to target customers, by managing the physmdence (Kotler et al., 2008, p.604).

2.9.2.Physical evidence on Internet

In an online context, the physical environmentee the customer experience of the firm, via the
digital interface. That involves problems as théednet interface ease of use, its easiness of
navigation, its availability and its performanc€héffey et al., 2006, p.248)

2.9.3.Physical evidence for the digital music market

Seeing what physical evidence on Internet is, we a@ue the physical environment for digital

music market is the implemented environment in tdigmusic interfaces, to demonstrate to

customers the quality of the service offered. tludes digital music interfaces ease of use, essine

of navigation, its availability and its performané¢¢éence, it enables individuals to make a judgment
about the quality of the digital music.

Following these seven variables, the marketing manavill establish strategies to improve its
product (here a service), but also to increasdoémefits of his company. This manager will modify
the product by changing those driving elementshaf marketing mix, as a tactical change. By
offering the product with the right combination tbe marketing mix, marketers can improve their
marketing effectiveness and their results. The d@fsfundamental actions and not options that
marketing requires.
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3. Method

In this chapter, we present the research methodeweded to use, in order to collect information for
the thesis. It matches with the different chosefstavhich enable us to respond to the purpose. So,
our main research objective is to deepen the kndgdeconcerning the digital music market in
France, to learn about its current tendencies. Eimge explain the reasons why we have chosen
qualitative data and secondary data (supported bmary data). Then, we highlight our method to
collect these data and select them. We remind ¢tasaof the digital music market we are focused
on are essentially the companies acting in it: theord-label firms, the retailers and finally the
aggregators.

3.1.Research method

Our thesis is an exploration of what the curreagistof the digital music market in France is, dad i
tendencies are. One of the ways to reach this igotd deepen the knowledge concerning this
market, to learn about the current general tendenaf the latter, the business strategies
implemented by the actors of this market who evaitvé. Thus, our research method looks like a
descriptive one. Thereby, several choices haveetanbde between different alternatives. That
concerns qualitative and quantitative data, bud pfsmary and secondary data.

3.1.1.Qualitative or quantitative data

To describe our market we need to collect dataréhee two possibilities of data: qualitative and
quantitative data (Clarke, 1999, p.65).

The qualitative approach, “measures a small samipistomers’ views”. A qualitative approach
enables to get qualitative data, which are usuabiye in the form of words than numbers (Miles and
Huberman, 1994, page 1). “Qualitative data areuacgoof well-grounded, rich descriptions*“(ibid.).

A gquantitative approach “provides statistics fronlasge sample of consumers”. A quantitative
approach enables to get quantitative data, creategerical data. Silverman (2006) explains that a
“quantitative research objectively reports realitfy.35). Quantitative data explicitly consist of

numbers, statistics and percentages (Clarke, 1269).

We want to explore the current trends of the digrtasic market in France. A qualitative approach
enables to get rich descriptions and also to olesareurrent situation (Miles & Huberman, 1994,
p.1). Due to this fact, our choice is orientedie ¢ualitative approach, even if “analyzing quéiia
data can sometimes be a complicated business” @ryamd Burgess, 1994). It enables us to
explore and describe the current stage of the alligitusic market in France, its situation, its
tendencies. Nevertheless, qualitative data could sbkjective because they can reflect the
appreciation and the interpretation of the autar, to make the difference between all qualitative
information we can collect is required in ordectmose reliable and valid data.

3.1.2. Primary and secondary data

Another choice has to be made concerning data.dilesima does not remind in the characteristics
of those information but in the way to acquire th@larke, 1999, p.66). So, a distinction has to be
made: primary research method or secondary reseaetiod; matching with primary or secondary
data collected (ibid.).

Primary data are gathered for a specific purposmma specific research (Kotler, 2000). In other
terms, you collect data yourself by one or sevesiecting methods you have created (Clarke, 1999,

16



The state of the digital music market and its teetks | [2010]

p.66). Hence, that involves using research instnisad-or instance, as tools, you can have surveys,
questionnaires, diaries, case studies, observaimerviews, focus group interview and so on
(Clarke, 1999, p.66).Thus, all the information yamllect, are unique and specific to your research,
until their publication.

Secondary data are collected by someone else fothem purpose. So, they already exist
somewhere; in other supports, in other documentsl€ék 2000). Nowadays, there are many sources
which publish academic research, internal documgrtduced by organizations and so on; making
the process to get secondary data easy and fasigH2001). Secondary data can also be found in
supports as books, reports, articles from magaziadggles from newspapers and so forth. In
addition, using secondary data collection enaldesctess to a useful source of information or even
a trend data (Clarke, 1999, p.66). Another charstieis the fact that they can be used in diffiere
ways: either by reporting data in its original fanwithout any change or they can be modified by
using those information for another purpose tham dhiginal one. The latter looks like a re-
interpretation or analysis of the data collectimnf other sources than yours.

On the one hand, our choice is oriented to secgndiaia. Due to the fact they are extracted from
other sources dedicated to other purposes, theyatready give responses to some issues or
guestions we wonder about the purpose. They al@igformation about some aspects required for
the thesis that we maybe did not think about bytimg and using a primary data approach; the
information not directly available (Kotler et a2Q08, p.335). For instance, they can tackle with th
trends of the digital music market in France; diéscit, the specific actors of the digital music
market in France and their approaches to contineie activity in this market. Moreover, we want to
explore the trends. Secondary data collected mag lafready highlighted trends or specificities
which have became global, survey useful companegsofir purpose (maybe their business
approaches in this market).

On the other hand, secondary data can present pooidems, as the fact that the information
needed can be either not available or not usabledoonot exist (Kotler et al., 2008, p.335).
Secondary data are like a starting point for redeaut to complete the latter, primary data can be
collected (ibid.). In the digital music market imaRce, the scale of actors starts at the stepeof th
artist who creates music and finishes at the sfefh® last distributor who sells music to the
customer. Thus, the diversity and the heterogemdifctors are important, with different sizes: mai
actors, important, small or even individual. Weideo get primary data about the music market in
France and the business approaches of companiag atit. So, in this thesis, some information
may not be accessible to highlight the trends efdiarrent digital music market in France, its state
or the business approaches of the companies inEideuse of a primary research method would
make those business approaches clearer. Furthermerables us to get information not usually
present in secondary data: the feelings of theracithese ones are able to say more about the
current stage of the digital market. Moreover, samspects such as the observation of interfaces
(place to find digitalized music) need to be dooe d complete exploration of the digital music
market’s trends and state, through the 7Ps.

3.2. The application of the method

3.2.1.Collecting method secondary data
To answer our purpose, the majority of data we w@cbllect is secondary data. They are extracted

from existing supports as articles, journals, bothssis papers, data reports. So, we use alleskth
tools to gather information.
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In the aim to collect useful and usable secondata delated to our purpose, some tools are
employed. First, we favor the books we can acdemsks to the Halmstad's library or the library at
Halmstad University. However, most of informatioomes from Internet (books on Internet, data
reports and so forth), due to the fact that “onlmarketing research...the largest single data
collection methodology” (Kotler et al., 2008, p.34kh practice, we use Internet with a key words
capture. These words are the ones we think thelglens getting information we want about the
digital music market and its trends. For instarsmene of them can be: “digital music market” and
not only “music market”, “digital music industry™digital music distribution” and so on. This
technique enables us to access to a certain nunoberticles, books, extracts from books, data
reports... we briefly read to know if they are relewvto the latter; by studying the table of contents
or the abstract for instance, and then we checketeeences if they are reliable or not. In a pesit
case, the next step is a more precise readingiaaltlfthe selection of information. Then, we also
collect information from articles in magazines,dstueports, articles in newspapers, our recent own
experiences and so forth. For each one, we ussatine practice method as previously mentioned,
except for the key words which are not capturesntastly identified in titles. We also use blogs we
judge relevant, because they were maintain andenriy journalists and companies studied. The
next stage is to gather all data collected fronerimtt and other supports, to blend them, to analyze
them if we can use it in our purpose. If this ig wse it and mention it in the thesis.

3.2.2.Collecting method for primary data

In our thesis, we also seek to collect primary ddtais is done through observations and an
interview.

3.2.3.0Observations

The marketing mix is composed of seven variables: APs. Usable information for some of those
criteria are available from secondary sources;nmatfor all. Indeed, some required observations.
Thus, concerning the promotion, observations oineninterfaces where you can find digital music,
are required. It is the same for the process afjiatlinterface or even for the physical evidemde
the digital music market. Furthermore, these olstems are done on the current most innovative
companies of the digital music market. So, theyeulivte directly the current tendencies, the current
state. This technique enables us to be the mosispras possible for such a purpose.

3.3. The interview

3.3.1.General Content

In order to collect all useful and handy data for purpose and to support secondary data collected,
we decided to observe several actors of the cudigital music market in France. This collection
will be done through a qualitative method: the datVe interviewing (appendix 2, p.64 ; appendix
3, p.70); which enables us to access to desirelitafiige data, particularly about the current stafe
the digital music market, in France, and the intawees’ feelings. This enables us to learn more
about the trends of this market and the businepsoaphes which have been done by companies.
Like secondary data, primary data have to be reketeaour purpose (fitting research project needs),
current and accurate with a reliable collection espbrt (Kotler, et al., p.335).

3.3.2.The objectives of our qualitative interviewing

Interviews are recognized as one the most comnfontys and tools, of qualitative research method
(Mason, 1996, p.39). A qualitative interview is tadl of research, an intentional way of learning
about people’s feelings, thoughts and experien¢Bsibin & Rubin, 1995, p.2). This kind of
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interview enables interviewees to describe and &d&ut their situations and feelings (Stringer,
1996, p.62). Therefore, for a qualitative interviegy an intense listening, a curiosity and resjpact
what people say, an effort to understand what getgll you, are needed (Rubin & Rubin, 1995,
p.17). Then, thanks to this mean, the researchisr igormation it can later analyzes (Rubin &
Rubin, 1995, p.2). In a nutshell, a qualitativeemtewing enables to collect, save and stock useful
qualitative information for researchers. In our egashe qualitative interview enables to get
gualitative data non-present or inaccessible imsgary data sources, to explore the current sfate o
the digital music market in France. This includeswing their policy on the 7Ps of the marketing
mix, what they implement to act in this market,ittieelings about the current stage of the market
(Kotler et al, 2008, p.335).

An interview is usually administered in face to datetween an interviewer and an interviewee
person, with the appearance of a conversation (WMak@96, p.38). Other ways of administration
exist: by telephone, by Internet, personally ogmups (Kotler et al., 2008, p.338). We desire to
contact several companies, several actors of tggabimusic market. Thereby, our interview is
personal, directly sent to companies. With the atis¢ between Sweden and France, the
administration in face to face of a qualitativeemiewing seems difficult. Consequently, Interreet i
a solution to pass over this constraint.

On the one hand, some software enable being istdireeraction with an interlocutor, as a face to
face: Skype, Windows Live Messenger. But that pressuto have software personal addresses of all
the companies or specific person we want to confblsis process is long, difficult and even
impossible because these are personal data. Gaithteehand, sending interviews by mails is easier;
by sending a message to the computer mailbox aéreop (Zimmerman, 2000, p.12). Thus, our
choice is oriented to the sending by mail. But otleharacteristics have to be taken into
consideration..

Figure 4: Strengths and weaknesses of mailing

Poor

Good

Excellent

Fair

Poor

Fair

Good

Source: Created by the authors, according to Kokeal., 2008, p.338
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The previous pattern reflects the main strengthssofg mails as a contact method. We can observe
that the advantages of this method are the coofrahterviewer effects and the quantity of data
which can be collected by researchers.

Another reason of our choice is the fact that sapdur interview by mailing enables us to contact a
large number of people (Kotler et al., p.338). Ef@re, it enables us to get a large amount of
information from actors of the digital music markefrance: responses for our purpose. Due to this
wide amount, some current trends of this market lsarhighlighted, several feelings about the

current situation can be collected and the busiappsoaches of the interviewed companies can be
underlined.

The mailing method is well-known to be cheaper tloimer methods to collect information, as
observed in the previous pattern (Figure 4). Byngknto account the fact our economic means are
reduced, or even inexistent, the possible factakerand administrate an interview by oneself was a
criterion in our choice. (Kotler et al., 2008, p833

3.3.3.Choice of respondents

In order to match with our purpose, the target oasents of our interview are the actors who act in
the digital music market, in France. However, tthigsis is about the trends of the digital music
market and consequently concerns the action of aamp acting in it. As we study the digital
approach, our population is above all the ones wisommercialize and distribute music on the
digital market. Thus, our interview is directly t®ed on these firms. Thereby, in the term of
‘respondents’, are contained the professional wieate and sell recorder music as the music-label
companies. Moreover, we have the retailer compaanesthe aggregators: middle man who gathers
and organizes the offer of producer. Indeed, tlggreggator numerates the music label’s portfolio or
of self produced artists, and offers it to onlinesie store (Astor, 2007).

3.3.4.The list of respondents

After defining the respondents, a list needs tereated to manage the interviewees. This lisbts n
only a substitute employed for traditional markegtiactivities but more a tool to improve those
activities; possible improving through the effeetiuse of customer information (Linton, 1995, p.2).
So, it enables us to improve the effectivenessuoihearketing approach: sending an interview. The
list enables researchers to improve performanseweral key areas: understanding customers or the
market, managing customer service or sales opagstimanaging marketing campaigns and
communicating with customers (Linton, 1995, p.4).our context, the use of the list (appendix 1,
p.63) is to manage our interview, more preciselgnamage the companies we are focused on for our
interview; in the aim to be more effective.

But a list consists also in using quality data tbm 1995, p.15). In our case, using quality data
enables to have a high rate of responses amongctbes we are focused on but also a targeted
marketing. So, the data have to be reliable, avi@iland accurate. To collect information for our
purpose and reach the objective of this interviee/use three different ways to have reliable cdntac
and data: the snowballing effect, the first handtact and the second hand contact. From our own
experience, particularly in companies working ie thigital music market in France or abroad, we
have joined people able to give us information dar purpose but also to provide us names of
persons to contact: this phenomenon is calledribe/isalling effect. Nevertheless, we also use first
hand contacts: people who directly have informati@ want to get. They are our target for the
sending of the interview because they can give napbd data for our purpose, are directly
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confronted with the digital music market in Frameel the business approaches of their companies to
evolve in it, they can share their feelings abdet ¢urrent stage of this market. Then, we take into
account second hand contacts: people who are mettlgi aware about the specific business
approaches of their companies in the market, pasptenot prone to answer our interview but who
know important and useful information for our puspo So we obtained information thanks to first
hand contacts (contact we already knew), second bamntact (contact that we obtained from a third
part) and contact that we found on internet (appehg.62).

So, a list has to be efficient, detailed and gaglie (Linton, 1995, p.15). Our document is bunla

way to answer these overall principles. We keepun ‘catalogue’ useful information to send the
interview: the firm and the person within it we kato contact, and how to join him or her. It
contains information as the name of the firm, @Bty in the digital music market, the name oéth
person interviewed or the second hand contac$fatsis in the company, the useful numbers phones
or addresses (postal or e-mail) and so on.

3.3.5.General characteristics of our qualitative intemiey

The qualitative interview we decided to createstaklished on the miscellaneous information about
how to make and structure a good interview. So,tookto get data respects those rules. The latter
are further specified in this thesis. This methas the aim to reach our objective previously
explained.

Then, our interview is written in French, due te tlact we observe companies which act in the
digital music market in France. Most of them arereh companies, more or less big. For the
comprehension of everybody, the qualitative inemwis present in the appendix in its original form.
However, a translation has been made for eachiquest another appendix.

(Appendix 2, p.64)
3.3.6.Writing of the interview

The writing of an interview is set in accordancehwine kinds of information to collect (Mason,
1996, p.39). It consists in employing a good strieectand appropriate questions; even more because
of the fact the interview is sent by mail. The gbaing to answer to our purpose by guiding people
to supply information we need.

An interview can be entirely composed of closed stjpas, completely composed of opened
questions or finally it can mix alike (Chisnall,®0 p.162). On the one hand, our decision has been
directed in such a way to mix opened and closedtoures. It consists in mixing closed questions
which impose a precise form of questions (whichase limited in a term of number), with opened
questions where the interviewee develops a freeveams its length and its form (Al Adarissa,
2009). Thus, our interview is a like ‘multiple-ches interview’, as can be a multiple-choices
questionnaire. It enables diversified answers dral results are easier to analyze than for an
interview just containing opened questions. In &ddj we favor opened questions where the
interviewed person is free to answer and devel@gtiqularly if it explains its feelings or its
approach in the digital music market in France (R@bRubin, 1995, p.2).

For the length, we prefer writing a short intervjesiue to the fact we favor opened questions.

Indeed, basically people have more to think abloaitainswer they will give, what they want to say or

not, what they know or not... Thereby, it is longeart crossing boxes (closed questions). Therefore,
the questionnaire will not exceed ten questions.
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Moreover, our interview is structured from the kesgto the most precise. The goal is to attratte lit
by little the interviewee, to provoke a feelingioiplication by starting with easy questions in arde
to make the interviewed person confident. Finatlgnables us to get information about the actor’s
approach, its feelings, its strategies, the curtesmds of the market. The overall structure is
composed of two spaces: one dedicated to know #Hrkating strategies employed and the other for
the identification of the questioned person. (Alafidsa, 2009)

On the one hand, at the step of the questionsheanddontent, they have to be in accordance wigh th
respondents (Rubin & Rubin, 1995, p.19). This pasdeough adapted terms to the target
respondents and easily comprehensible questiora.méans the formulation has to be precise and
has to answer to different criteria: Who? What? Y¥AeWhen? How? Why? (Al Adarissa, 2009).
So, our interview is entirely written in terms ati&pto our interviewees. On the other hand, the
formulation gets to be correct and questions havgetneutral and simple (ibid.). Questions have to
be clear and not ambiguous, for instance with wamtisch do not have the same meaning for
everybody (Rubin & Rubin, 1995, p.18). In our iniew, we are watchful about questions in order
to they are only understood in one way in ordeavoid interviewee’s mistakes or its non-answer.
Finally, the questions do not have to be writtea imay that the questioned person wonders the same
guestion for her activity, principally to make d&ons for strategy and so on. In our interviewee o
part of our global objective is to know what theéoas think about the trends of the digital music
market in France. The last characteristic is tlmatjuestion has to be sudden and violent in order to
avoid the wrong answers or lies. So, we have torferansitions (Lendrevie et al., 2006 p.79 to 81).

3.3.7.The interview

The document has to respect all the rules andiplascpreviously enumerated. Thus, it is composed
of three principal parts: a “cover” letter, the gtiennaire and finally a glossary (appendix 2 and 3
page 64 and 70).

The ‘cover’ letter of the file is an introductiorf our survey. It has a real importance, particylarl
because of the fact we send our interview by mail there is no physical contact between us and
interviewees. It is a letter we wrote to inforrmgmanies we sent the document, of the objective of
our approach. So, we present ourselves (namesestudland the reason of our sending. Moreover,
we highlight the importance of their answer, foramsl our analysis.

Concerning the content of questions, in the first ave interest ourselves about the overall goal of
the company. It is like an introduction to showtlie respondent that we really pay attention of its
company and not only about what we want to knowrddwer, that enables us to know the overall
companies’ objectives to act in the digital musiarket in France: to increase their profits, to
increase their corporate image... Then, we want twkile interests of the companies for the digital
music market in France. We desire to know why, fions, to be in the digital music market is
important, the reason of their choice to act iis gector and the opportunities according to them to
be in it. The next part of the structure, alwaysimobjective to be more and more precise, islko ta
about the Information and Communication Technolegiad what these organizations think about
(questions 3 and 4). It is the linking point betwelee digital music market, its trends and finakg

last approaches of the firms. That enables to asoidden and violent questions without any
connections. The next step tackles the stratedidseccompanies (from question 5 until question 8
included): the most important point of the intewieHence, more questions are dedicated to it in
order to know with precision their approaches,darstand their trends and what are their ideas and
feelings; based on a study of the 7Ps. Finally, ask them their mind about websites which
distribute digitalized music without any downloaadavhat they think about; to know their feelings
about these actors of the digital music market rian€e. Finally, another question is dedicated to
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other possible comments of the interviewee. Irsapgart, a space is dedicated to the identification
the interviewee: its name, its company, its statube company.

“Even when the interviewer and the intervieweensde speaking the same language, the words
they use may have different connotations”(Rubin &R, 1995, p.18). Even if the interview is sent
to professionals and so far as possible to maretianagers, a glossary is present to define some
technical words in the questionnaire, did not ustderd by anyone or understood in another way. It
is just a reference to help the interviewed andniderstand the way in which we define the terms.

3.3.8.The sending

Our interview has been sent to companies we areséaton. The mail method has been favored. As
previously said, those companies are record-lab®kf retailers and aggregators. This sending is
possible thanks to the list of respondents preWodiafted.

3.3.9.Reliability and validity of data collected

In order to exploit the data gathered, we havehick their reliability and validity. Indeed, evdn i
data are found in the different supports previowstpounded, they might not be usable for our
purpose (Kotler et al., 2008, p.335). It conceraseatially secondary sources with data found in
supports written by authors for other purposesvaérify their reliability and their validity, we hav

to pay attention four criteria: relevancy, accutamyrrency and impartiality of these data.

The relevancy consists in measuring how the detadithe research projects needs. For instance, in
this thesis, we have to observe if the data cabédts to our purpose and is a help for the papés.

a first step of selection. If the data are releyam have to check their accuracy: to know if they
reliably collected and reported. An example is &ify the source of the data and identify is the
latter could be reliable or not; as to prefer infation coming from official sources like a ministry
website rather than from a blog written by an unknandividual. In a positive case, the next step is
to judge the currency of the data by observingéfytare up-to-date enough for current decisions, as
here for the analysis of the current state of thggtal music market in France. Concerning the
observations to collect primary data, particulddiythe process and the physical environment, these
ones are currently done. These three criterialetgen are not required for the primary data, thue
the fact we have previously made a selection betvigterviewees, about the current trends of the
digital music market in France. So, the data ct#li@@re relevant, current and accurate. Finally, th
last step of the selection is the impartiality k¢ information collected. In their papers, authman
incorporate and communicate their personal poihtgew, their feelings, but the latter is not usabl
for a thesis; except for information directly calied from the interview.
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Figure 5: Summary for our collecting method of data
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Source: Created by the authors, based on Kotlat.2008)
3.3.10. Number of respondents

Our interview was sent by mail to companies inctude the list of respondents. Thereby, the
document was sent to fourteen addressees. Howawemg all the interviews, we received five
returns. Thus, through the amount of responsesagetan judge the quality of the findings coming
from our interview. On the one hand, the interviemsiected (and the data) are precise, argued and
the interviewees answered each questions. Thetlebyguality of the data collected can be seen as
good. Moreover, for the interviews gathered, a maxn of three reminders was done. That enables
to know interviewees paid attention to the latted avere not in an optic of disposing of it.
Nevertheless, on the other hand, a lot of resmowselld have enable a better quality observation of
the companies acting in the digital music markeFiance, a better quality for the analysis of the
current stage of this market, a more complete médion.
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4. Empirical results

In this chapter, we highlight the empirical finds)gyathered thanks to sources as books, studies and
so for; but also get through personal communicajorpersonal knowledge, experiences,
observations and the results of our interview.\8® describe the primary and secondary data found
that we will be able to interpret. Our approach Mak structured on the 7Ps strategy.

4.1. The digital market

In 2009, the digital market represented about 9%h@fmusic market in France. (Nicolas, Véronique
& Ermisse, 2009). It is a low level in comparisonthwthe digital worldwide market which
represented 27% of the overall music market theesgaar, and about 40 % for the American market
(IFPI, 2009).But, according to Gregory Hot de Belasales manager of the downloading platform
121 music stores, the American tendencies arriviergdly a little bit later in France. Indeed, this
market is in a growing stage in France (+26% in@Q00he Forrester Research predicts that the
digital music market will be superior to the phydicn 2013, with a market share of 53% in Europe
(Beuth, 2009). Like on the overall music market veh®ur companies called the majors (Universal,
Sony-BMG, Warner and EMI) share more than the 75%he market (IFPI, 2005), the digital
market is as well dominated by these companiegdddduring the first semester of 2009, there was
only one song from an independent label in thetéopof downloaded songs on Internet (Nicolas,
2009).

4.2. Product

4.2.1. The formats

Digital music files are the songs which can beshsd in compressed formats, such as MP3 (Mpeg-
Layer 3), WAV (Waveform Audio File Format), AIF (Aio Interchangeable Files Format) or AAC
(MPEG-2 Advanced Audio Coding).It keeps CD or n€&r-quality (Brandenburg, Popg000).
The quality of music is measured in kilobits peca®l (Kb/s), representing the rate of the data
transferring .The higher it is, the better the dualf the record is (Pernot, 2008 ). AlF (Appleyda
WAV (Windows) are widely used, and uncompressed.tBey retain all of the original data, it is
lossless. The MP3 is the most common format butetie a little lost of quality. The MP3 best
quality possible corresponds to 320 kb/s. AAC s thrmat on the iPod and its characteristics are
close to the MP3 (Mansfield,2005). We find alsoepthiossless format like the FLAC (Free Lossless
Audio Codec), used by Deutsche Grammophon. A stidie “Observatoire de la Musique” on a
sample of one hundred music providers, stressedttaaquality of songs is improving. On music
stores, we will find mostly MP3, with an encodingtiveen 256 and 320 kb/s (Deepblue, 2007;
Nicolas, 2009). All the firms and people we aslour writing interview (2010) would like to raise
again the quality of songs.

4.2.2. The mix

To raise the interest of customers onto legal faters, several strategies have been developed by
companies; with the goal to offer new advantagesitynloading legal music. We will describe
later some of these strategies.

Xavier Galillot, creator of « Mix.dj », offers a g@r product through the mix. The latter provides
unique soundtracks by combining several songs. M@me it fulfills the need for fans to be aware
on time of the last trend. Deejays chose songsvardhem. Then, the consumers search the original
tracks presented in the mix. So, it uses deejaytrexsd spreader”. (Chambon & Lestrade, 2008,
p.32).
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4.2.3. Package of music

There are several ways to commercialize downloadatisic files. In 2009, the “a-la-carte” system
which enables client to pick titles from differaibums, represented almost half of the value cdeate
by downloading platform (Nantel, 2003; Snep, 20Mreover, during the first semester of 2009,
the medium basket of purchase was about 1,87 €hmgtapproximately with the purchase of two
songs. That means that consumers pick unique samgsg the array of music more than buying
overall formula (Nicolas, 2009). Nevertheless, @ags with several titles are widely
commercialized. There is the album, package broaghgad on the tangible market. It contains
between ten and twenty songs. Another package whinbw mostly provided is the EP (Extended
Play), with often five songs. It was historicallyade for artist who wanted to offer a first approach
of their future album, while their fans were wagjifor it. But on the digital market, it offers ahet
interest: less expensive than the album, with en@angs to catch the style of an artist, consumers
like it. The digital market enables also commeiziaj easily songs already recorded through
compilations. Indeed, the cost of development v, lonly the concept and the metadata have to be
created (cover, editorial and so on). Moreover, scomers are guided in their choices of
compilations, thanks to theme (Cristal Records 9200

4.2.4. More Metadata

Currently, there is a rising demand of metadatacdy(and their translation particularly in Japanes
and Korean), songwriter, high quality covers andasth. Technically, it is already difficult to adf

a lot of metadata. But new formats are developech ss the iTunes LP or the MusicDNA that we
will present you (Chambon & Lestrade, 2008, p.35).

Figure 6: Interface of the Jay-Z's L.P. album

f; iTunes LP is a premium offer with
o= pictures, videos, text. The presentation,
e, _ﬂ’ %ﬁ%ﬁ% when you open the files, is similar to a
Tm e LAY L DVD. The videos remind us the bonus of
e DVD. The price is between 9,99€
\ s and 13,99¢.

Sources: Furno, 2009

Another similar format has been developed by Badthhology, in collaboration with the
Fraunhofer Institute of Digital Media Technologigke MusicDNA. It can group as well as the
iTunes L.P. large scale of metadata, until 32 Gigal®one of its applications can also recognize
metadata relative to a CD when you rip it. A plaigeavailable and it adapts the existing songs by
adding metadata, corresponding with the songs wiiah listened to. Moreover, it offers a
technology to enhance the search on sellers’ mxtedf (music store, streaming services). A user can
find music according to mood, similar songs, art@bum or extensive music parameters like
instrument density, music color or energy levelhéTrelease of plug-ins for iTunes and Windows
Media Player are scheduled for 2010 (bachtechnatogy, May 2010)".

26



The state of the digital music market and its tewtks | [2010]

Figure 7, Bach MPEG DNA Box

Bach MPEG-7 DNA Box with integrated Audio Code,Metadata &Business Intelligence

Additional Metadata Legal P2P

\ 4

MusicDNA . . . MP3 Audio
Audio Analysis Textual Multimedia Business Intel Code

Traditional Tags

Main/Sub genre  Music Color Lyrics Cover Art
Tempo/Beat Key Liner Notes Pictures
Aggressiviness Synthecity Biography Concert Videos
Mood Solo Instrument Related Artists Interviews
Similarity Live/Studio Interview Screensavers
Hardness Percussiveness News Twitter feeds
Speech/music Density Merchandise

Source: Music DNA Box (May 2010), bachtechnology.co

We see on the figure 7, that the offer of metadataide with the MusicDNA. Interactive services
are offers as well such as tweeter feeds.

4.2.5. Streaming against downloadable music

We will see in the placement and process partttieae are several possibilities to commercialize
music, on different kinds of places. The streamivgpsites and their interface is one of these
possibilities. It offers a unique reading of mueit the interface of the organizations which deliver
this service, while on music stores you can acquiusic, stock it and use it endlessly (Rhapsody,
2006).

Figure 8: Streaming on demand additional services

Type of Offer Specificity of the offer and examples of interfaseng it.

Editorial Actuality (Jiwa, Jamendo and Wormee)

Biography (Spotify,Deezer,Songza;LastFm)

Web radio or playlist by Jiwa, Jamendo, Deezer, Spotify
themes

Social Network Share playlist, Comment and messdgexling songs

Source: created by the authors, according to Nisol@2010), Spotify.com, Deezer.com and
Songza.org (May2010).
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The extended services offers on streaming senacedittle bit different because they are offer
online. It can be editorial services. Spotify andeRer offers detailed biography while Songza
aggregate editorial information from Google. La$tl kises the UGC (Users generate content)
approach, like on Wikipedia (where the visitorsdgeénformation). iLikes broadcast artists and their
entourage’s tweet (short message from Twitter)egBting services offer as well web radio and
playlist by theme, and social network (Nicolas, @01

4.3.Price
4.3.1. Downloading

The medium price of a title downloadable on a cotepun 2008, was about 0, 77 € (Nicolas, 2009).
Thanks to the popularity of the Apple music readke iPod, Apple has more or less made the
pricing policy. The prices are generally about €38r a title and 9,90€ for an album. But prices
change for particular products such as sneakingigwesongs (with a price superior than 1€),
double-album with more than fifteen songs, or proomal offers like albums for 6,99€ (Kaplan,
2007).According to Denis Ladegaillerie (2010), dice of Believe, the co-leader on the aggregator
market in France, most of songs are sold betwee®€0and 0,99€ (Lecoeur, 2010).The prices are
quite consistent on each interface. A study ofRfench organism “Observatoire de la Musique” on
forty free music stores, showed that only iTunes AmazonMP3 differentiate their prices between
types of catalogs: premium, back catalog and s@Naolas,2009).

Figure 9, Allocation of incomes for a songs soldc8fts

M 61 Record Labels &
Aggregators

W 19 AVT

m 7SACEM

B 3 Artists

M 1Telecom

M 1Bank fees

1DRMlicense

6 Downloading Platform

Source: Magazine Challenges n°61, 2006-01-05 p.30

According to the figure 9, record-label companied aggregators obtained on average 0,61€ of the
0.99€ for a song. It takes into account the prddagtthe encoding of songs, the marketing and all
the others administrative fees (Challenges, 20080)p Aggregator generally takes 30% of this
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income. So, eventually aggregators perceive abd € on the 0,99€ while labels collect about
0,43 € (Astor,2010 ).But, even with the biggest jpar the sale of digital music, it is hard for l&be
to reach the break even point, due to the coshwe#stment (Curien & Moreau, 2005). Artists and
songwriters share 0,03€ (Challenges,2006,p.30)y Te¢ also incomes from the SACEMdciété
des auteurs, compositeurs et éditeurs de mugigueentity which manage the authors’ rights by
collecting incomes and then by sharing it amongcttraposers, songwriters and publishers (Tissier,
2009, p.66). On the 0,99€ of a song, the SACEMectdl 7 cents. The distribution on downloading
platform cost six cents and takes into accounirtiestment on hard disk, the tagging of songs, the
creation and the maintenance of the website. Di@asts gather AVT, telecoms, Bank fees and
DRM license for 22 cents (Challenges, 2006). TheektdValue tax (AVT) is a tax “relative to the
value that a producer adds to its raw materialspiochases, before selling the new, or improve
product or service” (Tait, 2001, p.4). The DigiRights Management (DRM) is a system which
manage the delivery of information lean upon the afsdigital cultural products and which control it
by statistics (Nicolas, 2009).

4.3.2. Streaming

The advertising of .a third part company enabldecting money. Indeed, it represents 80% to 90%
of the streaming incomes. Affiliate marketing, lésg from links to download interface, enables as
well perceiving a (low) income with commission agadls or sales. Spotify and recently (2010)
Deezer, have added a funds approach on subscrifrideed, the offer of the companies is divided
on two types: the basic which is free, and a premith a monthly subscription. According to
B.Benassaya (2010), director of Deezer, the idaaégor customers would be about 5€ .But, this
price is set for 9, 99 € on Spotify, and 4, 99€tha “premium” and 9,99€ for the “premium plus” on
Deezer. Both companies market also an unlimitedpdesg for about 1€. (Silly, 2010; Torregano,
2010; Deezer.com, 2010; Spotify.fr, 2010).

The aggregator earns between 50% and 65% of tloemiex due to advertising and subscription.
Then the label collect between 70% and 90 % of nme® perceived by aggregators (so, between
0,35% and 0,585% of the overall incomes for lalnel between 0,15 % and between 0,05 and 0,195
for the aggregator).Deezer distributed between Ndex 2009 and May 2010, between 0,03€ to
0,06€ per listening (so for the label it represeewentually between 0,21 and 0,54 cents per
listening). However the subscription provide betw@eand 4 cents per listening (eventually 1,4 to
3,6 cents per listening). Spotify has given betw®®4 and 0,1 cents per listening with the
advertising system and about 1 cents with the sighemn. Nevertheless Spotify have more than
250 000 premium subscriber (in the world) while Peehave only between 15 000 and 20 000
subscribers, and we have seen that subscriptidslest@collect more money. (Astor, 2010). So the
advertising approach of Deezer is much more deeelaphereas Spotify is ahead of Deezer about
subscription. But subscription is still a margimaly to commercialize streaming, it represented only
4,5% of the users of Spotify in 2010 (Torregano(®0Eventually, the streaming services are not so
interesting for producer in term of incomes becatilee amount of money is still low (Cristal
Records, Talitres Records, May 2010).

4.4.Placement

4.4.1. The actors

In the current digital music market in France, syndctors are present, coming from different
sectors: musical production, publishing, cell pha@oepanies, informatics and so forth (Nicolas,
2009).The majors actor are the producers, the ggtpes and the retailers. The producers are the
artists and the labels. Artists create music (casitipm, writing and performing). The record
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companies (label) manage the creation. Indeed|slalign and promote artists, produce and market
their songs (Clermon, Gu & Lang, 2002, p.4). Thgragator is a middle man which groups and
organizes the offer of producer. This intermedianynerates the portfolio of record companies or
self produced artist and offers it to retailers tths 2007, 2010). It enables treating with a lirdite
number of actors, specialized in this work (Lendrest al.2006). Eventually, the retailers offer
music files to consumers. They files can be solowfdoading plateform) or hired (streaming
services).

Figure 10 Place segmentation

Digital Music
Market

Music files on

R Music Store

Streaming On
Demand

Smart Radio Web Radio

Source: created by the authors, 2010

In music store, you can directly acquire musicsfil€his way of consumption suffers of the illegal
market that enables almost as easily getting storggee (Zelnik, Toubon & Cerutti, 2010T.he
iTunes Music Store is the world number one of digmusic stores, with 70% of digital music sold,
and may obtain a quarter of the worldwide musickeigin 2012 (Van Buskirk, 2008). In France, the
others big music stores are Emusic and the leadeithe physical market, Virgin Mega and
FnacMusic (Moreau & Curien, 2005; Pernot, 2008 p.52

On streaming services, you can read almost simedizsly music or video files. Streaming has
evolved tremendously those last years, with a leggbroach (agreement with music labels,
aggregators, and the organisms representing thesraj authors and composers), design and handy
platform (Nicolas, 2010; Pernot, 2008, p.44-45)eTé¢treaming collected one third (29 %, 6,4
millions of euros) of the digital music incomesHrance for the first semester of 2010 and 5% of the
overall market. It offers much more diversity thi@tevision or traditional radio (Yotanka-Yozik,
May 2010; Nicolas, 2010). Indeed, in 2007, thereenabout 3500 titles broadcast on traditional
radio on average while in 2010, streaming servaésr millions of titles (Nicolas, 2007, 2010).
Moreover, in 2008, there were about two-hundrey-fitreaming services in France, and Internet
enables an access of interfaces hosting everyviheéhe world (Pernot, 2008, p.45). There are three
kinds of places where a user can find streamingicras Internet. First, the streaming on demand
services where Internet users participate in teatmn of playlist and the providing of information
The leaders of the French streaming on demand mar&eDeezer and Spotify (Silly, 2010). Then,
we find smaller actors as Wormee and MusicMe. &tneg has also favored the development of
web radio, which offers programs and fluxes of mu3ihe offer is much more diversified than on
offline radio. Moreover, some radios share livesba@ show and thereby, a unique experience
(Nicolas, 2010). Finally, we find the smart radiieh collect information about the listeners in
order to tailor the music broadcast. In 2009, thestrattractive smart radios were Jiwa, Last fm,
iLike and Songza; but also Deezer and Spotify whlietiicated an application to it (Nicolas, 2009).

30



The state of the digital music market and its tewtks | [2010]

4.4.1. The distribution channel

Figure 11 Traditional channel on digital music matrk
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Source: created by the authors, 2010

Generally, on the current French digital music regrkve find four actors to deliver music to
consumer. Artist works with music label in orderpieduce music. Then, record-label firms work
narrowly with aggregators to define the productiqylin order to commercialize music files
(determine the packaging, the design of the cower the editorial features). Later, aggregators
numerate the songs and offer it to sellers. Finaijiers offer the songs to final consumers oir the
downloading or streaming interface (Cristal Recphday 2009).

Figure 12 Channel 2

Sellers (Music
Label stores & Streaming Consumers
services)

Source: created by the authors, 2010

Sometimes the aggregator is suppressed. Because, IMa@rmonia Mundi, Abeille Musique and the
four major, Sony, Universal, Warner an EMI, areelabwhich assure the aggregation function
(Bureau export, April 2010).

Figure 13 Channel 3
Sellers (Music
Aggregator stores & Streaming Consumers
services)

Source by the authors, 2010

Artist can also deal directly with aggregators wigss (Astor, 2007). The self-production is
increasingly developed. Aggregators can also hakigmed artist in order to market and promote
their aloum (Lecoeur, 2010). Jamendo is an intergmecialized in the download and the streaming
of independent artist (Nicolas, 2009). About 99%auists’ demands to integrate music record labels
are rejected (Believe digital, 2009). In additianth the deep music market crisis, producers hiesita
to bet on artists (interview, May 2010). Therelbys interface offers to unsigned artists a placeeo
distributed directly. Believe has also createdsrithution interface for unsigned artists, Zimbalam
They can stop this collaboration whenever they want perceive 90% of the royalties. They just
have to pay 19,99€ for one single and 29,99€ toemata their products on the interface. Then,
Zimbalam offers a reporting of sales and marketoais (Believe digital, 2009).The communitarian
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websites are also good examples of how the chaohdlistribution for digital music can be
rethought. These structures integrates Internatinshe production process. Hence, the concept is
that consumers will bet on an artist and then tsrtlee return on investment. This patronage can
integrate the recording of an album, the creatiba @ideo clip, the promotion and so on. Then,
investors obtain incomes on the turnover in acawdavith the amount they invest. We do not know
yet if these initiatives, mostly promoted by newsga, are relevant for the market, but more and
more similar websites open to finance music or otwerks. (Mymajorcompany.com, 2010;
Jonathan, 2010; Pernot, 2008, p.52).

4.4.2. Type of Places

In the current digital music market in France, wed fdifferent kinds of places. First, there are
websites, such as Virgin Mega for downloadable miikds and Deezer for the streaming services.
Then, we have software connected to Internet: i$une downloading and Spotify for streaming

(Kaplan, 2007; Nicolas, 2009).

4.5. Promotion

In this part we will speak about the promotion @fithl music but also about the promotion by third
part companies on the interfaces of streaming sesvilndeed, we have seen that the ad support is
the main resource of streaming websites. Hencethimk that it is interesting to talk about the
possibilities suggested, in order to promote osehgebsites

45.1. General contents

Most of the investments in promotion of digital gugt is made when the album or compilation
arrive. The possibility to promote music on traiital media such as television or radio is low, and
so major labels have a priority on these channadstd their economical power. Thus, major labels
have developed a model of centralized promotiotherphysical market in order to sustain the sales,
by pulling consumers to the market with high comroations’ investments. But the digital market
weakens this approach (Curien & Moreau, 2005).ri@eis an important media and enables the
building of strong artist and label image. Inforioatis wide and can be broadcasted really fast. The
viral marketing is important for digital music (Mias, 2009). Indeed the promotion is now less
centralized; with a communitarian logic, from comar to consumer (Curien & Moreau, 2005).

4.5.2. Online advertising on streaming services

As we have seen, advertising is an important soofcevenue for streaming services. Thus we will
see several types of advertising. It can be a bastaic or dynamic. Indeed the gif format enables
to pile up picture leading to an animation (Lava2@06). It can also be a video (2kmusic.com,
Billboard.com, May 2010).

Figure 14 :Example of a banner on Wormee

Sources: Wormee.com, May 210
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Interstitial are also offers. It is a screen pubfievhich appears between two web pages, generally
while the second one is charging. However, it isegally judged intrusive by consumers (Sweeney,
2001).

Figure 15: Interstitial on Deezer

*oSaIUEELEN

Source: DeezerMedia, May 2010
The advertising can also be represented in thegoackd of the website.

Figure 16 : Background of the website Deezer.coth spromotional campaiqgn for StudioLine

WonZrmups lindineen i

€“@We

S

Source: DeezerMedia, 2010
Finally, we find audio spots between songs (S#§10).
4.5.3. Online advertising for digital product

The online advertising for digital music is simildwan the previous examples. We find also a lot of
self-promotion on retailers’ websites (Kaplan, 2007
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Figure 17: Banner interactive for the album of MakDahan

Melanie
Dahan

We have at the right a promotion of Cristal Rec@md
SunnySide Records for the digital alboum of Melanie
Dahan which was spread on the information website

Jazztimes in 2009 (Cristal Record, May 2009).

La Princesse et les
Crogues-Notes

Felease date : May, 153th

Source: Cristal Records 20

4.5.1. Online Public Relationships (E-PR)

In order to provide good information, most of thebsites of label, aggregators, and retailers are
well furnished in information. Blogs can also beeated such as Believe with
believemusic.wordpress.caon Idol with blog.idolweb.ff. The Widget enables providing interesting
editorial tools. Indeed, it is a small web pageckhtan be incorporated into websites, such as blogs
or social networks. It offers information with acaidesign, sometimes pictures, streaming songs or
video (Chaffey et al., p.691).

On Internet, we can find also a lot of websitesvgimg music news; the online version of physical
newspapers, but also specialized websites suchoaskB-P.com, Reggae.fr or 2kmusic.com. We
also observe blogs, managed by journalists, likptaljukebox.fr. Hence, the interest for digital
music actors is to identify these purchasing adsisand create good relationship. Indeed, the
company should provide them information about ttvay, with traditional tools such as press
release, digital tools like web conference or nettst with interactive elements: videos, songs...
(Booska-P.com, Reggae.fr , 2kmusic.com, CristabREdMay 2010; Lannoo & Ankri, 2007,p.180).

4.5.2. Affiliate marketing

Streaming websites offer links directed to downlgadtforms. Thereby, the websites obtain a
commission on the leads or purchases of visitars (&:lly, 2010).

4.5.3. Newsletter

Newsletter and e-mailing are good ways to providi@rmation to fans or purchasing advisor.
Indeed, websites such as Deezer, succeed to caheefficient database of clients interested in the
actuality of the company and promote their produmstime and for a low cost (Silly, 2010;
DeezerMedia, 2010).
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Figure 18: Deezer Newsletter
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This newsletter enables promoting Deezer, but affaing interesting information about music by
presenting artists or events. The design is closled one of the interface.

4.5.4. E-Merchandising

E-Merchandising on the music market gathers differeechniques in order to improve the
purchases, such as personal recommendations. Nelest, we will talk about this promotional
approach in the people and process part.

4.5.5. The importance of the interactions between conssimer

McGuire & Slater (2005), in a consumer survey,sstrthe importance of the exchange for regular
purchasers of music. Indeed, advices and interatgiimulate sales and are the main variables
which lead the choice of the place for purchaseofding to this study, 25% of the sales are due to
interaction between visitors, through integratedidoon the sellers’ websites or on dedicated
websites (Curien & Moreau, 2005).

4.5.6. Blogs

“Several years ago, people looked for good scaesdin the music store big box. Today, people are

looking for good music through blogs” (Magazine X,ra008). “A blog is a personal online diary,

journal or news source compiled by one personngernal team or external guest authors. Posting

are usually, in different categories. Indeed, oterimet, you can find couples of those websites.

Typically, comment can be added to each blog pggtinhelp to create interactivity and feedback”
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(Chaffey et al. 2009, p.11). It is an important meecause it is widely consulted. So, the interest
for labels is to create blogs with their music amgive them a special identity representativehefrt
artistic spirit. Indeed, the link is closer withetfeans than communitarian websites like Facebook or
Myspace. On Mp3 blogs, Internet users can posishace demonstration of their music, mix, advice
and so forth. Hence, it is a privileged place idesrto build viral marketing (Magazine Trax, 2008;
Lanoo & Ankri, 2007, p.184).

45.7. Video

Videos are an efficient tool to reach music fareviges such as YouTube and DailyMotion, social
networking sites or specialist television channeisable sharing experiences and so, promoting
music. Several artists have been discovered themkiseir video, because on these interfaces the
files can be shared really fast (Lanoo & Ankri, 200.184). But videos are expensive to film and
produce (Ifpi, 2010). UMG, Sony and Emi have sigmedtnership with Youtube an Abu Dhabi
Media Company and have launched VEVO in USA anda@anlt should reach Europe in the next
months of 2010 (IFPI, 2010; Ducourtieux, 2009). iSTimterface is ad-supported distribution of
professional music videos online through Vevo clehrmm YouTube” (IFPI, 2010). The idea is to
create the Internet MTV. Simultaneously, accordm¢he IFPI Warner signed a deal with YouTube
in September 2009, to “publish back label's songd wideo, including a high-quality premium
player, enhanced channels and links to artist ietis{Sandoval, 2009; International Federation of
the Phonographic Industry (IFPI), 2010).

4 .5.8. Social Network

Facebook, Myspace and Twitter are powerful mediuwv&ien people join Facebook or Myspace,
they begin by creating a profile. Then, they makanections to friends. A profile is a list of
identifying information. Members connect to othbsssending a “friend” message, which must be
accepted by the other party, in order to estalaisihk. After, the other member can access to your
profile and exchange information with such as comimeideo, links and so on” (Dwyer, Hiltz &
Passerini, 2007, p.1).

Myspace provides a dedicated place for music (Mgspausic), which is one of the biggest reasons
of its success. Indeed, music actors can writermmédion about themselves or their organization,
upload music and videos. Moreover, the design ef page can be customized. So, Myspace
appeared the last years like a privileged interfacarder to promote or discover music. Artistelik
Lily Allen and the Arctic Monkeys have used Myspasea springboard to success. But it is not just
artist who uses Myspace as a tool of promotion.elstclubs, radio...almost all the music industry
has adopted it (Cieslak, 2006; personal observa2ioho).

While Myspace enjoys the success of it musicakiate, rival websites like Facebook are riposting
by introducing the same sorts of features. ILikedsacebook application, enables improving the
concept of the first social network, to a musicarest. Indeed, the user can send musical deaficati

to friends, share playlist, consult and share nalisiescovered with friends. The person can also
report its attendance to a musical event (Nicold@92 Cieslak, 2006).The last version of Spotify

also enables sharing playlist on Facebook (Torreg2dl10).

“Twitter.com is used by millions of people all armlthe world, to stay connected to their friends,
family members and coworkers through their compugard mobile phones. The interface enables
users posting short messages (up to one-hundrgddbaracters) that can be read by any other
Twitter user. Users declare the people they arerasted in following. It enables getting noticed
when that person has posted a new message. A tiseis\being followed by another user does not
necessarily has to reciprocate, following them bdEluberman, Romero and Wu, 2008). So, fans
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can follow the actuality of their favorite bandsebsites or applications such as iLikes provided
tweets of artists.

4.5.9. Offering samples

The downloading, even when it is illegal, improves notoriety of artists. It enables for custoneer t
discover more music. Eventually, it leads to a pase in order to acquire a complete and best
quality product (Peitz &Waelbroeck, 2005). An ertee illustration of this pattern can be related
with the initiative of Radiohead. Indeed, in 20QRe British band offered its album “In the
Rainbow” with a low quality but for whatever pritee consumer wanted to pay (Pareles, 2007).
Finally, it had enabled selling about three millialbums (all formats) and collected the biggest
value in publishing right that the band has everedAstor, 2009). Sampling techniques can also be
used with streaming, like Myspace or most of lalwebsites. They offer samples of albums to
enables customer listening to music and stimulateeirt wants to acquire it
(Myspace.com/laurentgarnidrog.idolweb.frwww.cristalrecords.com, May 2010).

4.5.10.Promotional Partnership

Figure 19: Citroén and Ed Banger’s Promotion on Ehook

LA VIDEO INVITEZ VOS AMIS
Click here to watch the video L

CEIGUEZ SUR <o

POUR VOIR LA VIDEO

The Ed Banger Crew invites n o
himself in video on the fan @ A 3k
page of Citroén RECRAD LIl bl
L £ AER

PENDANT 7 JOURS

Source: Facebook.com, 2010

On this advertising, broadcast on the famous sowalork Facebook, we can see a partnership
between Citroén and artists in order to pull visitm the car brand’s website. It uses the notpoét
the Ed Bangers’ team, a group of trendy Deejaym ftbe French label Because (Facebook.com,
2010).
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Figure 20 :Promotion of Beezik on football.365.com
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Source: football365, 2010

downloading interface

We have here a similar use of notoriety by a Dowadiog interface which offers the playlist of a
football player with advertising on a football wébgfootball365.fr, 2010).

4 .5.11.Personal Recommendations

Websites such as AmazonMP3, offer personal recordatiems of music based on the previous
purchase and the behavior of other consumers. dhndbe organizations collect information and
attempt to guess what might interest the clienig@turis & Wansley, 2000; Bensley, 2000).

4.5.12.Traditional channels

All the tools which have been described above r@teresting in order to promote digital music, but
it should be integrated in an overall communicagtan. Indeed, media such as radio, newspaper or
even television, enable widening the prospecting) drag visitors online (Allard, 2009).The costs
are sensibly more expensive but partnerships catfinde like bundle digital music with the
newspaper, technigues mostly used by specializedspfsee in the process part about bundling
techniques and partnership).

4.6. People

Initially, people bought their music in physicabsts. Thus, a staff was present to advice them in
their purchase act, to guide them, to help thetinay needed. There was a physical interaction. With
the digital revolution, a structural modificatioashbeen done. There is no physical contact between
the staff and the customers. Thereby, an adaptasrequired for a market more and more dynamic.
So, the staff's competences needed are not the Samnebefore; always in the goal to advice and
help persons. In the digital music interfaces, & abserve several platforms of interaction between
the company and the customer. The major party septe a help for the users, even if the latter does
not have a personal account. These sections tackigobal assistance, subscriptions, music,
purchasing, community and so on. (Observations framyw.Deezer.com, Spotify, iTunes,
www.VirginMega.fr, www.fnac.com, www.musicstore.age.fr, May 2010)

4.6.1. The tutorial

To help the Internet user, companies have estaolisltorials, present in their websites or software
It supplies explanations for the customers andasaist them for a possible subscription. Hencs, thi
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is a way for the user to find solutions for the sfiens it wonders, but also to be guide.
(Observations from www.Deezer.com, Spotify, wwwg#iMega.fr, www.fnac.com, May 2010)

4.6.2. The Frequently Asked Questions

The Frequently Asked Questions, more commonly dalkle FAQ, is a compilation and a
categorization of the questions frequently askgdtihle firm (Chaffey et al., 2006, p.245). So, the
user can easily find answers to its questions (barfa Ankri, 2007, p.66). The advantage of such a
help tool is the fact it enables a more alive aockasible presentation. For the organization,si al
represents a way to switch a sensitive topic tositive message (ibid.).

Figure 21: Example of VirginMega’s FAQ
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VirginMega offers a FAQ, divided into four areas:
subscriptions, music, purchasing and finally an area about
the firm. Each area contains questions that the company
have listed and from which it has answered.

Source: http://www.virginmega.fr/Aide/

4.6.3. Contacting the company

To find questions it wonders, a customer can bedteby the tutorial or the Frequently Asked
Questions. Nevertheless, it can also contact dyréfoeé company which manages the website or the
software. This is also possible in online musielfaces.

This option is available through the standardiz€oritact Us’, ‘Ask a question’ and ‘Support’
(Chaffey et al,. 2009, p.317). To contact the fithg user can either send an e-mail, as percejible
the website www.VirginMega.fr (May 2010), or caltastomer relationship service as it is the case
for the company La Fnac (May 2010) via an indicgtedne number. For the e-mail, some fields
have to be defined by the user: the problem angdessription, the identity of the customer and 80 0o
(observations from, www.VirginMega.fr and www.fneam, May 2010). However, other digital
music interfaces do not suggest such an optioii,cas be seen for Deezer or Orange JukeBox (May
2010).
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Figure 22: Sending an e-mail to Virgin Music
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4.6.4. The on-site search engine

As previously said in the part 2.4.1.1, the seanhgine enables to find information; by typing
keywords. The search engine, in a website or softwisz a primordial element. It enables the
customer to access to the digital music. The waysdarch engine is configured affects the Internet
users’ feelings; the accumulation of area to fildachoices to make, complicates the ergonomics.
(Nicolas & Kaplan, 2007, p.50)

By exploring the miscellaneous digital music indeds, search forms (search engines) are composed
of one or several data entry fields. The latteziiker a field where the Internet user writes tieed

or a list boxes. At the step of the presentatiba,rmost common is one data entry field with one lis
box which enables focusing the research on onerimniit: title of a track, title of an album or fihal
an artist. For instance, we can observe it for Fhesic or VirginMega (May 2010). However, we
can see other tendencies, as a unique data egllyfdir a free text (observation from Spotify, May
2010) or several data entry fields where we camagathe selection criteria (observations from
www.abeillemusique.com & or www.Myspace.com/musilay 2010). For this last one, the criteria
can be according to a country, a thematic, a mstyie, whether the artist works with a label or a
major label or an independent one and so forthgmasion from www.Myspace.com/music, May
2010).

Nowadays, online companies as the ones we studyuiopurpose, invest to optimize online search
in order the queries of customers match with relevasults (Chaffey, 2006, p.245)
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Figure 23 : Several search engines
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4.7. Process

This part is focused on the three processes webksaerve in the website, we consider as essential
and for which we have found precise data: the ®e® which enables to create digital music and
the one which enables to offer this service, thecg@ss which enables customer to download this
digital music and finally the process to acceshéoservice without any connection to Internet.

4.7.1. Process of music ripping

As previously said in the introduction, music hasleed from a physical to a digital one. Thus,
music support has also evolved from physical taaigHence, a modification of the product and its
process is required for companies, as argued theagea of Cristal Publishing (2010) in one of
interviews. But how music can be digitalized in@rtb be offered as a service in the online market?
This process is called the ripping.

The ripping process consists in modifying the musipport, from a Compact Disc to a digital
support (Bove, 2009, p.136). So, music is encodedusually compressed (Mansfield, 2005, p.38).
It can be ripped in different formats, like the MA® reach this goal, several converters exisg lik
LAME MP3 VBR for MP3 files or the music applicatioindows Media player 10, the software
Nero Express and so on (Mansfield, 2005, p.38,.ppt91). Then, the entire encoded music is saved
on the firm’s hard disk. Thereby, with the rippipgcess, the extent of the music can be offered on
the online market. Internet users can access s$oetktent thanks to their computers and download
what they desire.
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4.7.2. Peer-to-Peer process

The Peer-to-Peer, also called P2P is a distribsystem which consists of “interconnected nodes
able to self-organize into network topologies witle purpose of sharing resources such as content,
CPU cycles, storage and bandwidth”. Furthermores tystem maintains connectivity and
performance, without requiring any intermediationsoipport of a global and centralized server.
Thus, a P2P system’s aim is to share resources aoitimectivity and performance; without the
intervention of any global and centralized serv@mdroutsellis-Theotokis & Spinnellis, 2004,
vol.36, N.4)

Nowadays, exist ‘free’ websites or software whichpboy a process as the P2P (Mansfield, 2005,
p.67). For instance, it is the case for softwar&pgstify (Guillaume, 2010). The company prefers to
use a P2P system by sharing its resources (musilogae) in several data centers than to centralize
its entire digital music catalogue in a unique dagater and to diffuse exclusively from this only
point; avoiding some costs like the IP stocking #&madisit (ibid.). Nevertheless, not the entire Brm
acting on the online music market employ it, liked2er which is based on centralized platform,
provoking accommodations costs and IP transit (@uihe, 2010). So, the choice of a P2P system is
particularly due to an economic logic (ibid.).

4.7.3. Music consuming process
4.7.4. Download process

If an Internet user wants to download music legallyquire it in order to store it, he has to buy it
Before starting the download process, the usertdhaseate a personal account where its personal
data are collected such as its first and secondesaaddress and so for (Lannoo & Ankri, 2007,
p.62). During this operation, a legal mention ightighted and which the goal is to get the possible
client’'s consent, to inform the latter about hisher accessibility right but also about the faatah
modify the data it gave and the practical detailshcs right (observations from, www.telecharger-
musique.fnac.com, May 2010). Sometimes, this stegs chot need to be achieved before the choice
of the music or album; but is required later in irecess, in the identification step (observations
from www.telecharger-musique.fnac.com, 2010). T8tege involves the creation of a login (user
name) and a password, chosen by the user (Lanrfaké, 2007, p.62).

After doing this operation, the user can perusentigsic catalogue of the firm and choose the track
or album he or she wishes. Internet radio statembmusic stores enable users to audition tracks or
an extract from the latter; thus, you can decidetiwr you buy it or not (Mansfield, p. 18, 2008).
Once its request has been found, one way to cantimel download process and ease the purchase
operation is to click on a button especially dethdato it. Then, the customer can see its ‘basket’
contains one article (observations from www.telegaemusique.fnac.com, May 2010). The role of

a basket is to explain the client how it can add delete a product or service; but also how it can
modify the quantity of the latter (Lannoo & AnkB007, p.62).

After accessing to its basket, the customer vadglabr not its order. The next step is the
identification, by filling in its login, which caralso be an e-mail address. (Observations from
www.telecharger-musique.fnac.com, May 2010)

Then, the client confirms and passes its orderi@getthanks to the payment step. During this ore, th

user has to choose between the methods of paymggested by the firm. However, the server has

to be secure and the payment data crypt (LannomkriA2007, p.73). Sometimes, the customer has

to put money on its account previously, representeter the name of ‘Credits’; it is like an amount
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of money provided by the user to purchase the cenit desires (Observations from
www.telecharger-musique.fnac.com, May 2010).

Finally, a message appears to confirm the takingvndoand the customer receives an
acknowledgement of receipt on its mail inbox. Th&éngan download its music track or album
(observations from www.telecharger-musique.fnac,cbfay 2010). After, it saves the file on its
hard drive (Mansfield, 2005, p.19).

In a nutshell, the firms acting on the digital ntusnarket suggest a purchase process in five
distinctive steps: the creation of a personal antochoice of the product, identification, payment

and downloading. An optimization of this processdrganizations is to collect the personal data of
customers and exploit it. (Lannoo & Ankri, 20077 ).

4.7.5. Streaming music process

The first streaming appeared in 1995 on the soévraal Player (Nicolas, 2010).

The streaming relates to the transfer of data,ovisieaudio material, in a continuous stream. It is
particularly for immediate processing or playbaclebsites (Merriam-Webster's Collegiate
Dictionary, 2003, p.1234). Thus, it is a techniguaich enables reading a multimedia file as one
goes along of its downloading. Thereby, the proaessists more like radio where the music is
directly sent from the Internet to the consumepsakers (Pogue & Biensdorfer, 2006, p.191). Thus,
no file is present in the customer’s hard drivegerdering the fact that if he wants to listen ® th
service once more, the person has to go back tpldoe it found the digital music and stream it
another time (ibid.).

Interfaces have specialized themselves in offesingaming music. So, we observe webradio which
offers a continuous broadcasting of music (Per2@®8 p.45).Then, we have the Smart Radio which
appeared in the early years 2000. It is an evailutiothe web radio. It adapts music, according the
tastes of consumers, their mood, their personaligventually, we have the streaming on demand
which enables auditors to listen on website musidemand, among a wide portfolio of songs. They
can also create playlist and share it with thégmils (Nicolas, 2010).

All these websites are fund with advertising, audietween the songs) or visual (display
advertising). The case of the streaming on demsuadittle bit different. It offers a basic versitor
free. But the leaders of the French market, DeaadrSpotify, provide also premium versions where
the user do not have publicity or just a few, yawdnan unlimited access to a wide portfolio, a high
quality sound (320 kb/s vs 128kb/s), for a monteky (Silly, 2010).

4.7.6. Bundled techniques and Partnerships

Digital music can also be a component of a larderafhich enables to download music and acquire
another product. Companies offer more and more lednaroduct, by mixing digital downloads with

different kinds of goods, in order to give a unidqaféer which cannot be pirated (IFPI, 2010). For
instance, the label Yotanka which we have conta28d0), offer concert ticket, tee shirt, CD and
free download tracks. Moreover, Internet ServiceviRlers (ISPs) become commercial partners of
music companies. They improve their offer by ofigrmusic. That gives additional services, retain
consumers and generate new revenues (IFPI, 20I®have also seen in the promotion part that in
order to have an access to traditional media, aligitusic can be added to an overall offer. For
example, Tsugi (specialized magazine of hip hopkrand electro) offers digital compilation in

partnership with Believe. Indeed, a password istemiin the magazine and the individual just has to
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submit into the website of Tsugi to download it foze. It enables attracting trend follower. This
offer promotes the artist and completes informaspread in the magazine (Tsugi.fr, 2010). The
Universal firm has also done a similar operationtfee album of Mariah Carey. Indeed, the major
label offered a magazine released "Memoirs of apehfiect Angel” in September 2009, with a co-
production with Elle Magazine. It was bundled wilie digital alboum (Amsellem, 2009; Ebenkamp,
2009).

4.7.7. The Podcast

Programs can be listened after their broadcastihnggugh podcast .This technology enables
“individuals and organizations, to post online naefhudio and video) which can be viewed in the
appropriate players (including MP3 player). Thees$at podcast updates can be automatically
delivered by RSS (Chaffey et al., 2009, p.11)".témers can download programs during a short
period after the first diffusion of the program.rfastance, BBC radio 1 shows are available tefist
on demand, for seven days after being broadcdbtedco.uk/radiol/listen/). The advantage of web
radio in comparison with traditional radio is thdiwversity; there is a lot of web radio with difést
positioning. So, consumer can get music closestovant. Moreover, podcast delivers programs on
demand, which enables fans to listen their favatitew whenever they want.

4.7.8. Accessibility without Internet

The accessibility to the digital music market idyopossible via an Internet connection. Thus,
Internet is the principal element. However, thaoaineans the user cannot access to the service
without any Internet connections. This is the maeonvenient of streaming services in comparison
with traditional offers (files on music store) fgt you need an Internet connection to take adganta
of it. (Pogue & Biensdorfer, 2006, p.191)

Nevertheless, companies are conscious of this esdery to develop new formats to get the digital
music. It is the case, for instance, of the sofew&potify which already offers such a service
(observations from Spotify, May 2010). We can albserve this trend for Deezer, with offers such a
service through its subscription called ‘Premiun{May 2010).

4.8. Physical evidence

4.8.1. Website accessibility from Internet browser

A browser is a software whose aim is to read asglay hypertext and hypermedia documents, on
Internet (Daintith & Wright, 1996, p.52).Currentlfiye Internet browsers share one another the
majority of the market: Microsoft Internet Exploréviozilla Firefox, Google Chrome, Opera and
Safari. Among these ones, the main are Microsdérihet Explorer and Mozilla Firefox; gathering
88% (respectively 58.6% and 29.4%) of the Web wsstribution (AT Internet Institute, 2010).
These rates are confirmed in France where in RA%110, Microsoft Internet Explorer get 53.37% of
the market whereas Mozilla Firefox conquered 35.@%%t Counter, 2010).

If digital music places, which were previously erarated in the part 4.3, want to be visited and thei
digital music downloaded or even purchased by coets, these have to be present on Internet.
Indeed, they have to be referenced on Internet $gmsy Browsing is an important means of
accessing digital interfaces (Bainbrige et al.,9,995).As observed in the part 4.6.1.1, the ppalci
browsers are Microsoft Internet Explorer and MaeHirefox, sharing 88% of the browser market in
the world but also in France in 2010 (Stat Cour26d,0). Thus, in order to the customers access to
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their digital services or search them, the digmaisic places have to be present at least in the two
last browsers cited. For instance, we can obsaywveéhe websites as online stores like M6Music,
VirginMega, eCompil, FnacMusic, Orange Jukebox sm@n; they are directly accessible from both
Microsoft Internet Explorer and Mozilla Firefox (®las & Kaplan, 2007, p.12). This trend is
confirmed when you look for the other digital muplaces. For the software like Spotify or I-Tunes,
the access of their service is firstly possiblenviteir downloading (Nicolas & Kaplan, 2007, p.12).
The latter is possible on the two main browsersemwikiou write the name of the software in the
space research. In a nutshell, to be referencédomsers enables to customers an easier access to
the digital music places’ services.

Figure 24 : Downloading of I-Tunes from the two mhiternet browsers.
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4.8.2. The home page

The home page is typically encountered first aehsite (Merriam-Webster’'s Collegiate Dictionary,
2003, p.595). Hence, it is the first contact betwd#e company and the user, when the latter enters
in a website or software. Thus, through the hongepthe customer faces to the environment that
the company wants to reflect, like an image offits. In the sundry websites or software which
offer downloading digital music, we can identifyathall their home pages are structured in a distinc
way. Each interface possesses its home page ddseayertheless, thanks to some observations,
some trends are perceptible concerning it.

Are present in home pages elements as a title,na,n@esearch engine, an area to choose thematic, a
space dedicated some contains or services, anrelaad to the purchasing of the user, a right
column and so for (Nicolas & Kaplan, 2007, p.1&)eTine for the title and a general menu can be
seen on the top of the page, in a horizontal wa [Eft column is related to the menu whereas the
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right column changes from one site to another amdunderline for different possible content. The
central part highlights some contents or servigespverall way, dedicated to the promotion of
albums or artists. On the bottom of the home pagecan find additional information and tools
(Nicolas & Kaplan, 2007, p.16). Other observatiaas be done like a space dedicated to the
purchase and where the customer can check whaasédught; generally called ‘my basket’ and
observed on the right top of the page like the spfr subscription and the one for help.
(Observations from www.virginmega.fr and www.fnaorg May 2010). Moreover, a listening bar
can be present, either on the top or on the bottbthe page; the search engine is on the top of the
page (Observations from Spotify, www.deezer.comvisyw.musicstore.orange.fr, May 2010). Thus,
a global structure can be explored even if eacle pag its specificities.

Another observation (May 2010) is the fact thathe majority of the cases, home pages are simple
in their structure but also presented with simmicof wallpapers: white, grey or black. We can
also see a lot of pictures of artists or albums aonthe animations linked to the promotion.
Furthermore, one of the characteristics of the hpange is the fact that, when a user enters in it,
music is played without it clicked on somethingr Fstance, we can explore that on Myspace (May
2010).

Figure 25 : Structure of the VirginMega’s home page
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4.8.3. Menu

First, @ menu is an application. Second, it coaswdta list of program commands (Daintith &
Wright, 1996, p.229). The Internet user can sedecommand either thanks to a click on it or by
using key on its computer’s keyboard.

In the various digital music placements, we cad fimlenus. It can contain different parts linked with

music thematic, selections composed of several eotsit a part to manage one’s account

(observations from www.telecharger-musique.fnac)drhus, the Internet user can easily navigate
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into the website or software, clicking on its cleoend access to the content or the service. (Nicola
& Kaplan, 2007, p.16)

4.8.4. Thematic

In the several supports by which the customer caass to the digital music, one way is to choose a
thematic. Literally, a thematic is related to antee a “melodic subject usually developed with
variations in a musical composition” (The New Imi@ional Webster's Comprehensive Dictionary
of the English Language, 1998, p.1301). Exploring different interfaces as online music stores,
streaming websites and software, web radio anaisoMe can observe that each interface suggests
this option. Thematic can be accessible througheaundirectly in the home page (observations
from www.virginmega.fr & www.telecharger-musiquathcom, May 2010).

Figure 26 : An example of thematic in a menu
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The selection of a thematic, in website like msmres or in software, enables to access to a sub-
thematic (either in another page or in a box on dbegent page) from which the Internet user
chooses a sub-kind of music. (Nicolas & Kaplan,2(016)

The presence of thematic is also visible on welorakb choose the radio the Internet user wants, a
decision between thematic is required. Only attes $tep, the customer accesses to a list of dessib
web radios, matching with its selection. (Obseorai from www.webradio-musique.com,
www.hotmixradio.fr & www.musicovery.com, May 2010)
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Figure 27 : Thematic in a web radio
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4.8.5. Accessibility from hypertext links

A hypertext link is a link which can be containeda text and which enables the user to move from
one piece to another, from one page to anothen{ifrai Wright, 1996, p.182).

To access to another service, music, a differetistaand so on, the Internet users can click on
hypertext links. The latter enables to pass fronarist to another, from a track to another, fram a
artist to another; and so to explore more the ogted offered by the placement. Those links are
generally present in the results page, after arebein a textual or picture form. (Observatiorsrf
Spotify & www.deezer.com/fr, May 2010).

Figure 28 : Links to access other artists, trackbums
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4.8.6. Listening bar

To listen to the music, the artist or the albumesires, we observe the Internet user has to ahck
perceptible button “Play”. Once this operation &alized, it can manage the track thanks to a
listening bar. Indeed, the customer accesses te $istening options. The user can play the music,
stop it, pass to the previous or the next trackeae the current track, modify the sound level,
activate a random playing, play in full screen awdon. (Observations on www.Deezer.com/fr,
Spotify, www.telecharger-musique.fnac.com & I-Tunésy 2010)

Figure 29 : Example of the Deezer’s listening bad dés options
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4.8.7. Playlist

The Internet user, after listening to a track, add the latter in a playlist. This digital musistlis
personal and enables the customer to listen tteatgm it has made previously. Generally thanks to
the interface’s menu, it can easily access to thatl music selected. However, to feature a music

playlist, the customer needs to create a privateownd. (observations from Spotify &
www.Deezer.com/fr, May 2010)

49



The state of the digital music market and its teetks | [2010]

5. Analysis

In this chapter, we interpret and analyze our engpirresults. Thus, we analyze the secondary and
primary data collected from secondary data souradsservations and finally our interview; by
using our theoretical framework.

5.1.Product

Music is offered on the market for attention, usd aonsumption. The core product on the digital
market is the music file, which gathers one or smveongs. Indeed, it represents the core
characteristic of the product, music. The extengextiuct is all the products and services offered
with the music files such as metadata, editoridrmation, video, social interface...We can notice
that with bundle offers, music is sometimes theeaed product (e.g. when it is bundle with Internet
Services Providers) and vice-versa (Goods bundle music).

The streaming and the downloading can be seenadifferent processes in order to deliver music
but it can be seen also as two different produictdeed, the downloadable music file and the
streaming file do not deliver exactly the same iservOn one hand (downloadable file), since the
product is bought, consumers can use it endle$hlyy can also store and duplicate it continuously.
On another hand, the consumers just borrow or husic. We can notice that, unlike the other

digital products, the streaming answers a needsdparability (in order to listen to the music, you

need to be connected to the streaming website ftwase). It cannot be duplicated and so, it

maintains the copyright. Moreover, it cannot beresdp except on the streaming interface. So, the
streaming gets more characteristics close to theréhical definition of services than other digital

products.

We have seen in the theoretical framework thattaligiroduct is sold in at least one package. But
retailers providing downloadable music files gefigray to increase the number of files in this

package. Indeed, the a-la-carte system enablesad@uwyiunique track. This type of purchase
represents almost half of the value collected byimstores, but also the most common type of
purchase. The medium pattern of purchase represemtssongs. In order to raise the latter,
marketers group songs. It can be with the samst antigroup by themes. These particular offers
enables to sell more volume, with a “small” groupithe E.P. (five songs generally) and a bigger,
the album (fifteen to twenty songs).

To emphasize the product policy and so offer asopealue than competitors, company can favor a
technological superiority, a qualitative superipiir a specialization. The MP3 is the most common
format but the quality provided online is not alwaye highest possible. However, we notice an
improvement of the quality offers with this formatline. Moreover, companies such as Deutsche
Grammophon prefer to offer lossless format like FRAC. A better music files, it is also what
Mix.dj offers, with an extended tracks which gatlsereral trendy songs mixed by deejays. These
techniques concern the core product. But the derrammdases to obtain a better extended product.
Technologies of the iTunes L.P. or the MusicDNAgan answer: they enable storing much more
metadata, such as video, editorial documents, ngistuStreaming services offer also similar
additional services accessible online. Social appbns on streaming services enable as well
Internet users to share their experience with tphairs and so broaden their music knowledge and
feelings.
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5.2.Branding

The branding enables enhancing the brand imagedier do create strong relationship between a
firm and its clients. Thus, on Internet, comparniss the different possibilities to implant a good
feeling on consumers toward the brand.

Figure 30: Place which facilitate a good brandingv@lopment of digital music
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music player like Myspace, website of artist, lalzid
aggregators, streaming services
Commitment Music Store, Streaming services

Source: created by the authors, 2010

In this figure, we have the four steps of a goaghdmg development. We have written the names of
the several interfaces which facilitate each stephe good branding development in the digital
music market in France (e.g. browsers such as @atighulate, through their use, awareness toward
digital product). Through the awareness, prospeatsrecall or recognize key word associate to the
artist's music. With the familiarity they will learmore about his music, with press article for
instance. The trust will be acquired after theelighg of at least a sample, available generallijhyeas
in streaming. Finally, the commitment will be iltteted by the purchase or the rent of the songs. We
notice that prospects/customers go through thestegglly fast. Thus, there are miscellaneous sictor
which stimulate several stages. Indeed, the awaseseencouraged with promotion, by the listening
of web radio and smart radio, and through the erfee of trend spreader (music website, blogs, and
deejays). Music stores stimulate also the awarer@sse you buy songs, information is collected
and an application makes suggestion to the cust@heut what might interested him. Then,
customer reacts to this approach and can discawersongs (approach similar with the smart radio).
The familiarity and the trust are acquired throubé lecture of information, and the listening of
music. On music market, prospects can be turnedadastomers almost simultaneously; thanks to
the advancing tools which enable to get informateadly fast and to test the products.

5.3. Price

The cost is quite high for producers, due to theestment on artist (cost of production and
marketing), the distribution (several intermedigyiand taxes as well. So, it is not a fully costdah
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pricing but producers have to obtain a minimum ama@df sales to harvest their investments, and so
prices depend on it. The good advantage is thavani@ble costs are low, so since the return on
investment is reach, companies mostly make profite prices change only for special offers such
as premium products (sneak preview songs, doulilengl with a skimming policy, or at the
opposites with promotional prices which consisbfi@rs low prices during a short period in order to
stimulate sales or create awareness toward products

On music store we have a competition-based pri¢imabeed, Apple with iTunes has set a price of 99
cents for a unique title download, and 9,90 € foratbum. We have seen that on music stores, the
price is consistent according to catalogues; sailees determine prices of music regardless of the
performance of each artist. Nevertheless, the atmofimoney which is given back takes into
account these performances.

For streaming services, the prices are set fostiscriptions of the premium services. Once again,
until this year (2010), the prices were led andbsethe precursor, in this case Spotify. So, weewer
in a competition based perspective because whernebéad created this formula, prices were based
on the ones fixed by its competitors. But, while h@ée consulted the website of Deezer (May 2010)
we have discovered that there are now two premitfiersofor Deezer, a premium and a premium
plus. The premium plus is still aligned on the oféé Spotify, but the premium is corresponding of
the ideal price decided by consumers. So, hereave A consumer based pricing as well. Moreover,
the price is set also in accordance to the amotimhaney that the interfaces should collect to
finance the rights of producers. Hence, the cdsis direct the prices (Silly, 2010). However, the
streaming is less interesting for producer, becdhbeg collect low incomes (between 0,03€ and
0,06€ per listening with the advertising and betwde and 4 cents with subscriptions). The
subscription enables distributing them an income lening much more higher, but the
development of this formula is still marginal. ledg it represented only 4, 5% of the users of
Spotify in 20009.

5.4. Placement

The distribution channel of digital products istguiong. Indeed, it requires the expertise of saver
actors. The artists compose and interpret songseitord companies help artist in order to produce,
market and promote music. Then, we have the aggmegavhich numerate music and deal with
retailers, the latter will eventually sold music ttee final consumer. Sometimes, the distribution
channel is shorter, the aggregation function camadseired by label or, at the opposite, aggregator
and artists can assure themselves the functioeaafrd companies. It stresses a main advantage of
digital products, the intangibility, which enablpsoducers to distribute easier products with no
manufacture costs and so no costs for marginalustah. As regards Zimbalam and Jamendo,
these retailers have chosen to specialize thear ash unsigned artists. On a similar way, the
prosumer strategy of communitarian labels givesrattivity between consumer and producer in
order to produce, as well as the last example,gnesi artists. Indeed, with these techniques, the
consumers are integrated in the production prodesmables avoiding the general way to offer
music (with traditional label and aggregators). rElbhy, this strategy uses client as shareholder in
order to enable unknown people to share theirtalen

The place where we can find music are music staaed, streaming interfaces, which gather
streaming on demand interfaces, smart radio andraaib. These places are seller-oriented, because
it is intermediaries which sell the product; butapresents the producers and their competitors. On
music stores, we can acquire music by a uniquehpse; via download platform. On streaming
services, consumers can read music but not actjuirées eventually a rent of music. People hawe a
increasingly interest in it, because it enableshare experiences, to discover music. On streaming
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services on demand, clients have an access tagplagierever they want, insofar as they have an
Internet connection. Webradio and Smart offers afsecial services. Indeed, the major difference
with streaming on demand is that these services afplaylist of music that the Internet users db n
choose; but which should be close to his wantegasthe streaming on demand, at this point, offers
something close to the traditional offer, consunpeck music that they have already known, or have
previously acquired. Regarding the smart radio, tbading is personalized, according to the
previous lectures and other features of the conswwitected by the interfaces (mood, personality
and so on). As for the webradio, the offers areegaty divides and specialized in a music theme,
style. There are two interests on it. First, itmisre convenient for the user who does not want to
choose a special artist but know approximately vidrad of music he or she wants. Second, listener
discovers music and it can pull them to purchasedawnload stores. Moreover it is a good way of
promotion for producers which try to develop orgirand creative musics, because webradio are
more accessible and more specialized than traditiaalio.

5.5. Promotion

In the theoretical framework, we have seen fouromgjoints of the promotional policy: the
advertising, the sales promotion, the word of maard the public relations. Thus, we analyze the
presence of these tools, their use in order tahée the main trends.

The use of digital tools is relevant to promoteitdigproducts because it is the place where the
purchase happens. Moreover, Internet is a privilggace for advertising. Indeed, social network or
information website offer possibilities to promgi@ducts on place widely consulted. It can be more
or less visible, with the size of the banners fastance. Interstitial, a promotional page which
appears during the navigation is judged by conswasentrusive, but it enables to catch directly the
awareness of consumers, it comes into view on #eeatl screen. Nevertheless, these advertising
should be integrated in an overall strategy, winenproduct is launched, with the use of media such
as radio, press or television. Indeed, the traagtidools duplicate the consumer’s solicitationd an
enable the message providing to a large audieha@edtes awareness and give a reason to talk
about the product. The cost of traditional mediahigh and the possibility offers are low but
partnership can be found, like offering tracks witlss.

Sales promotions are implemented with discount awndoadable tracks, as we have seen in the
price part, but also by offering sample of a lowaality. Indeed, more than just a short term sirate
to pull consumers, the sampling enables buildirggrtbtoriety of artists. It stimulates the discovery
of artists. Consumers spread information fast. Iginthere are more people who want to buy the
product with a higher quality. Personal recommeindatare also applied on music stores, in order to
raise the amount of purchase. Indeed, it colladisrmation about behavior and taste of consumer
and then tailor the offer.

The viral marketing uses Internet with its intenaetcharacteristic. Online, message and artistgson

or performance can be spread really fast. Todagrybody is a powerful part time marketer. Thanks
to blogs, social networks and all the other websingth a social application, consumers can
exchange information, comment, tracks, playlistde@s and so on, for free or for a low cost. In
addition, the advices and interactions are mainaks for the choice of product and place of
purchase. Thus, artist or company build their imagednternet and stimulate the sales as well. It
happens by offering original videos, sample of musiritten information, in order to push people to

speak (favorably) about the brand products. Moreovith Internet, marketers obtain a feedback
about their offer thanks to relational tools, aph&l order to understand the wants of clients and
prospects. Therefore, Internet offers an interacipproach of the word of mouth, for a low cost.
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Finally, we find the public relationship. In orde&r obtain good comments about its company and
products, marketers identify and build good relsiips with people who are likely spreading
information. It can be online and offline newspapestitorial websites, blogs. These trend spreaders
stimulate the viral marketing, but it is difficdtir the organizations to control it. Neverthelassisic
actors often create their own media such as welisdgs and pages on social network or streaming
services to influence favorable mentions.

5.6.People

As mentioned in our empirical results part, compe#s of organizations’ staff has been modified,
due to the disappearance if the physical contagtc@mpanies acting in the digital music market, in
France, interact with their customers through agothay. Indeed, this is possible thanks to tools
whose the majority is to help the Internet useloSEhmeans are tutorials which provide explanations
to the customers, Frequented Asked Questions (FAl®re the firm categorized the questions
frequently asked and share it with the customdrs, gossibility to send an e-mail or to call a
customer relationship service and finally the pneseof on-site search engines where the user writes
key words to find the service it desires. Therebl,of those tools are interactional interfaces
between the firms and their customer, through thveinsites or software. They are used to help the
customer, to assist it, to guide it; easily acdsssi

The ‘People’ variable is a key of the marketing jmessential for the success of an organization,
consisting of satisfying the customers’ needs hypgushe appropriate staff (Kotler, 2008, p.604).

This can mean either hiring new people or trainihg current employees. If this relationship

between the staff and the user is good, the custpereeived value of the service offered is as.well

In an online context and consequently for the digiusic interface we observe, this variable

represents how has changed the staff involvemethieitbuying process (Chaffey et al. 2009, p.317).
It implies either new roles of the staff (replyiogline, chat inquiries or e-mails) or replacemeint o

the staff for automated online services. So, & vgay to impact the customer’s perceived value.

Our empirical results enable us to observe of igéall music market in France, at the step of the
informatics tools which have been employed by omgions which act in. Through the variable
‘People’ we can analyze the business approachdsesé firms related to their staff. Our empirical
results highlight the fact that those companiesshawlemented tools to guide the customers, to
help the latter, via their website or softwaretie one hand, thanks to the e-mail, the customer ca
contact the firm for a question. It is the same mitee user calls the Customer Relationship Service.
Hence, the organization has to respond to the pefdmat can mean hire new people to respond to
customers or train the current employees. So, a$f€het al. (2008) argued, new roles are allocated
to the staff. In the other hand, we can observedhnms employ automated online services which
replace the employees. So, through the FAQ, thedisectly finds the answers it needs: it does not
need to ask staff anymore. This phenomenon is dhee dor the on-site search engine where the
Internet user finds what it wants, without any ex& intervention; like the tutorial which is an
‘assistant’.

In a nutshell, firms have either replaced theiffdtg automated online services or have allocated
new roles for their employees. Thus, those meang@faction are used to maintain the relationships
between the companies and their customers in aneocbntext where the physical contact does not
exist anymore. But the goal is also to create antaen good relationship with the persons, possible
insofar the firms suggest them a help that thesusan easily access or through responsiveness from
the company to satisfy the customer’s needs. Kiraild as continuity, that influences the user’s
judgment about the service. Since those tools cedlahe original staff, the firms can develop a
superior service delivery, by impacting the custoperceived value of the service.
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Figure 31 : The Companies ‘people policy on thatdignusic market
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Source: created by the authors, 2010

5.7. Process

In our empirical results part, we have observed tha processes to deliver digital music are
diversified. Indeed, we have referenced five maimcesses which coming from the digitization of
the Compact Dist to become a digital music to tbeessibility to the service without any Internet
connection.

One the one hand, the Process variable reflectsystems used by the organizations in delivering
the service, their methods and procedures; but talsaffer a superior level of customer service
(Chaffey et al, 2009, p.318; Fifield, 1998, p.24lhe process variable highlights the systems used
by organizations to deliver the digital music. Wavé seen the ripping process enables to digitalize
Compact Disc in order to offer a digital music, iéalale from Internet. Hence, the ripping process is
a method used by firms which act in the digital rmusarket in France, to deliver their service on
Internet. The peer-to-peer (P2P) process follovssténdency due to the fact it enables organization
to transfer their services to customers by maiirigirtronnectivity and performance. So, firms can
share their music catalogue but that also mean®rogss can access to organization’s music
catalogue. Thanks to this means, the company chvedé¢he service, with performance, to the
Internet users. Moreover, one process consistagsd pver one barrier of the digital music market:
the obligation to have an Internet connection fa tustomers if the latter wants to access to the
service. Thus, some companies have found a solbyomaking their music catalogue accessible
without any Internet connection and consequentlgkentheir service available to all. Finally, the
streaming is a process which enables organizatedsliver their digital music to the customers and
where the latter can directly consumes it. In asinelf, we can analyze those four processes are
methods employed by firms to deliver their service.

On the other hand, the processes have to enableothpany to control the costs (Fifield, 1998,
p.241). In our empirical results, we have seen ttratmain choice of using a P2P process is first in
an economic approach, by avoiding some costs teladethe transfer of information to the
customers. Thereby, we analyze the pay-per-viewesysas employs Spotify, enables the firm to
control its costs, particularly in the transferdafta.
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Another aspect of the process to achieve all mexdkdtinctions, as can be the sales (Chaffey et al,
2009, p.318). The download process is organizefivendistinctive steps, from the creation of an
account to the download of the digital music. Se, an analyze that is easy for the customer to
download a music. The process is quick. Thanksi® gpeed, the download process enables to
achieve one marketing a function which is the safdbe service. So this approach is conforming to
the pay-per view concept, it is corresponding tangque download. Then we will find the ad-
supported techniques, when website is fund wittmaittmon of a third part company. It can be with
advertising, or with affiliate marketing, when sakend leads on the partner website result from the
sending of visitors. Streaming website works withstapproach. Ad supported techniques
represents the biggest incomes for streaming ssrvBuUt subscription is more and more add to the
latter approach. Indeed it enables to collect reeemgher per visitors. Being subscribers, custeamer
can enjoy some advantages; even if they pay a higtee than other people who do not pay for
such a service. So streaming services attract cogrsuwith a basic version of their services and
then try to convert them to subscription. Indeedyssriber has access to a premium service which
should enable to collect more money, but whichti$ marginal today. Thereby, the streaming
process sustains also the sales of the servide tinataffiliate marketing, or the offering of sainpl

on promotional website. Finally bundling technigeas be used to offer a superior offer than people
can find on illegal interface. Goods can be addéd digital music or digital music can be added to
an overall offer. For instance ISPs use musictfogood image and notoriety which can attract much
more clients in order to add an advantage to ite pooduct, Internet. Partnership is mostly made
when the products are complementary, digital soags interesting to be offer with a journal
speaking about the artist who have produced them.

Process can achieve another marketing functiongwilsi the customer service (Chaffey et al, 2009,
p.318). We know that during the download procdss,Ihternet users need first to create a personal
account. The latter requires communicating, for tlistomers, personal data. Furthermore, an
optimization of this process is to collect thestada, then, exploit it. It is like taking advaneadf it.
Thus, an optimization of the purchase process esadthieving customer service, by collecting in
easy way useful information on the customer. A®mtiouity, we can analyze this optimization is
also dedicated to future sales, due to the facarorgtions have more information about their
customers.

Thus, we can analyze that to act in the digital imusarket in France, the systems employed by

companies are focused on delivering the servidbdacustomers thanks to different ways, making

the service available for customers. Nevertheleg®r processes are more dedicated to control the
organizations’ costs, for the customer servicedisa to contribute to the sales.

5.8. Physical evidence

We have seen that in the digital music interfac@sathich we have collect data, several tools are
present. Indeed, they are the home pages’ struanaepresentation, the menus, the thematic, the
presence of al listening bar and so for.

As we have mentioned in our theoretical framewaohagpter 2.7, the physical evidence reflects the
entire representations of the services, employeddoypanies to demonstrate their service quality
and to develop a superior physical environmentttieir services (Zeithaml & Bitner, 2002, p.25;
Kotler et al., 2008, p.604). Finally, that enaltles customers to make a judgment about the service
quality. Through an online context and particulafty the digital music market, the physical
evidence underlines the customer experience offithes acting in this market, in order to
demonstrate their service quality; representing ititerfaces ease of use and navigation, the
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availability and their performance, which enabl@iwduals to judge about the service quality
suggested by the organizations (Chaffey et al.92p@48; Kotler, 2008, p.604).

On the one hand, one of the criteria of the phystsédence is to make the service available
(Chaffey et al., 2009, p.248). The presence ofdigéal music websites on Internet browsers, their
accessibility from the latter and more particulasly the two main (Microsoft Internet Explorer and
Mozilla Firefox), enable people to access to thésites and consequently to the services. Thereby,
we can analyze the Internet browsers are meanshysedmpanies, to make the service available.
But what about the other tools perceptible in thebsites or software? Do they make the service
available? As we said before, in those interfagasetbeen observed menus, thematic and hypertext
links. Thanks to these ones, a person can accéle tausic by clicking on an option of the menus,
by clicking to make a choice in a thematic to fipalccess to the music he or she desires, selection
of a kind of music; or by clicking on hypertext ks which transfer the customer to another page,
related to its choice. Thus, these entire mean rttakdigital music available.

On the other hand, the physical evidence enabtemtarfaces’ ease of use and navigation (Chaffey
et al., 2009, p.248). We have observed that theehpages of websites or software are the first
contact between the firms and the individuals. \Baeithave also perceived a common structure for all
those home pages with for instance, a menu in dftecblumn, a central part dedicated to some
contents and so on. Thereby, the individuals cailyeget them bearings in the home pages and
consequently access easily to the music. Thusawealyze that homepages are components of the
digital music interfaces ease of use. As previomsgntioned, thanks to the menus, the presence of
interfaces and the hypertext links, the user caessto the music it wants, thanks to one click. In
this sense, we can analyze that those tools, coemp®rof the interfaces, enable an easiness of use
and navigation for people. But what about the p#g® The playlists are a selection of music, made
by customers, it can listen to. Thus, once thied®n is made, the user can easily access to the
music it wants and it had previously chosen; thaoksome clicks. Hence, the playlists contribute of
the interfaces ease of use. Then, once the cussomae decided the song or album they want to
listen to, the music can be played. One way to garmta(make it play, stop, repeat and so for) & th
listening bar. Indeed, by clicking onto the buttotiee individuals can manage the track they listen
to. We can analyze thanks to this tool, managinaic get easy.

Finally, we have observed the global design of dlggtal music interfaces and essentially of the
home pages, are simple in their structure and eir ttolor of wallpapers. So, the global design is
simple. Thereby, we can analyze the customers oarbioe this simplicity of the design with a
simplicity of the service. The performance of thebsite or software but also of services, their
simplicity, can be interpreted through the simpyi@f the global design of the interfaces.

Thus, we have analyzed the entire tools implemerigdorganizations we have enumerated,
enableing the customers to use the websites ova@ftin an easy way, but also to make the digital
music available. Thus, the users can easily adodb® service, but also interpret it as simplenkisa

to the global design implemented by organizatidikof that enables the customer thinking about
the easiness of the service. The service is remexseby the simplicity through the physical
environment established by firms. Finally, we camalgze that this physical evidence enables to
deliver a superior delivery service and for thetooers, to make judgments about it.
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Figure 32: The companies’ physical evidence pabicydigital music market
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6. Conclusion

Nowadays, the digital music market has an infegmynomic weight than the physical music market.
The digital one does not balance the lost of thesighl onethere are still difficulties to monetize a
market which brings not enough money. But the digitusic market is also dynamic. Thereby, our
paper contributes to do a state of this market wbecomes more and more important, which keeps
evolving and whose modifications, improvements atrdtegies employed by companies may be
difficult to follow, observe and analyze.

Thanks to this thesis, we can learn a lot of infation, consequences of a deep analysis about the
marketing tools employed by firms in this markeende, the core product is digital music offered
through files which gather one or several trackse most used track format is currently the MP3,
which offers a quality close to the Compact DisbisToffer is extended with metadata, all the
information about the music and additional serviddsere are two possibilities to get the service,
suggested by companies: downloading and streamiiity. downloading, the customer can listen to
the music endlessly, online or offline, by purchagsit; whereas for streaming, the individuals
borrow or rent a music file online. With the pursbain few steps, the customer can buy the service.
An optimization of this process is useful for thesomer service, by gathering personal data related
to the customer when it creates its personal ad¢cdins purchase approach, dedicated to sales, is
more remunerative than streaming. The firm Apple &@t the price thanks to its leadership. So, a
competition based pricing exists. The price is galheabout 0.99 euros for a track and 9.90 euros
for an album. The streaming is a hybrid model, myobanced by the advertising of third part
companies, on the digital music interfaces. Newdetds, the organizations of the digital music
market in France sometimes offer a subscriptioriegyso increase their financial resources. Per
month, the fee for a subscription is defined betw&®0 euros and 9.90 euros; taking into account
several elements: the cost, the competition anctiseomer’s expectations. The music distribution
channel is long, due to a required expertise in diffeerent steps of commercialization. The
producers (labels and artists) have to deal wibexialized middle man, the aggregator, in order to
numerate its music and distribute it on the retailmterfaces. The latter can be either musicestor
where the music is downloadable or streaming iatex$ where the consumer reads the music online.
At the step of the promotion, miscellaneous apgreaare employed by organizations: offline, it is
more a promotion on media like radio or press;ralit is more advertising, editorial publishinglan
the viral marketing stimulation.

However, the firms which act in the current digitausic market employ methods to create a
superior service delivery for the customers. To em@rtialize the product on Internet, companies rip
Compact Discs and offer the music in their integfadBut they also implement supports to assist the
individuals in their interfaces. This assistanceadbieved thanks to an allocation of different sole
for the firm’s staff, and even a replacement of thiger by automated online services. Finally,
companies create a physical environment, partigularthe digital music interfaces, in which the
users evolve with ease of use and navigation, caesa with easiness to the service and take
advantage the interface’s performance.

This paper contributes also to analyze the futareléncies of the digital music market in France.
Thus, we learn that currently, the main trend fampanies is to implement new policies, by offering
a superior value, which have been developed suabffasng a better music quality but also to
complete the product with for instance more met&dab, the most important tendency is directed to
the core and the extended product. Moreover, thhgarappears as part of a multimedia offer and is
more and more integrated with similar products. &l&o notice that Internet enables to tailor the
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offer, with recommendations or with the groupingsohilar artists on dedicated offers. Indeed, the
interfaces are more and more interactive. The eeproduct is massively developed, according to
the powerful new trends of Internet (viral markgtinsocial interface...) and the technologic
evolutions.

Then, some interfaces (as Zimbalam and Jamendd)tteaenable an artist to be distributed directly
online: artist can treat directly with aggregatorsnusic stores, and some would never have had this
opportunity to commercialize their music on the fbgl market. Therefore, some steps in the
distribution channel are cut off.

The marketable aspect of the streaming is gettiogerand more important and is consequently an
explicit trend. The latter enables sharing musithvitiends, to discover music and to consume it
conveniently for free or for a low price. Still nggmal, the conversion of consumers to adopt the
premium services could offer interesting perspestivor the industry. Finally, it can lead to a
commitment: with a subscription to premium streagniservices or by leading listeners to
downloading platforms.

Furthermore, we can notice that all the servicersfbecome more and more complementary; smart
radio and web radio develop awareness while streguom demand stimulates the familiarity and the
trust in artists’ music.

In order to commercialize music differently, parstep is also more and more developed, with
companies which want to take advantage of the yr@ndge of artist and offer new services. Indeed
music is now associated with additional services.

Internet, as a media, becomes a social place.nftaectivity between customers, their commitment
in the processes of purchase and sometimes produdt developed. Indeed, the relation from
customer to customer influences behaviors, and eomp try to use it in order to improve their
brand image and the image of their signed art&s.social networks, blogs and all the participativ
applications are more than a way to promote musits an essential experience sharing place,
dragging the tendencies of purchase. Furthermbi® ai substantial place to stimulate the awareness
of the consumer toward the brand and its prodiicis easy to broadcast viral messages. In addition
more and more products offers have promotionalsaial features as well.

Another tendency is the fact that companies saveerand more costs, particularly thanks to their
process. This is the case for some of them whicpl@nthe peer-to-peer. In an economic thought,
firms decentralize their entire offer to severabdaicasting points. Finally, the organizations @& th
music market in France, and essentially streamimesopass over their main barrier which was the
accessibility to their service without an Internehnection. Indeed, they offer offline accessiilit

In a nutshell, we have explored and learnt seviei@s employed by companies, their initiatives,
which testify the current state and trends of digmusic in France. The main tendency is that
companies provide an offer each time better iniu@juality of the music, quality of the additidna
services). Moreover the offer is wider and wideithwthe addition of product and services such as
goodies, videos, social network...Consumer do ndtug music, they access to the artist universe
which is more and more sold like a particular brandeed Internet enables the providing of more
information and company tries to drive it by lauimghinteractive tools and so piloted the viral
marketing. The latter is become a main variabléh® music promotion. Consumers are highly
sensitive of the interaction with their peers. Tdevelopment of streaming services is also an
important tendency of the last five years. Indddad today more than a promotional tools, it seems
that it have a economical potential of developmErentually Internet has democratized music, with
a higher access for consumer but also with theldpraeent of opportunity to commercialize music
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for artists with independent channel of distribatidtdowever these changes have simultaneously
created difficulty to monetize the production ofsitu So we have paid attention to music marketing
on internet but we still wonder if customers wil Imterested in the superior value offered by firms
Moreover, will the streaming services succeed illecting more money and get a higher weight in
the digital music, in France? In 2013, will the ioel music be more important than the physical
music market, as it is forecasted? In such a contexv will companies react at the step of their
marketing approaches?
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Appendix

Here is our appendix. This part contains the usefmtuments for our thesis, which helped us to
write our paper but also to analyze all the aspeasft®ur purpose. These documents enabled us to
make conclusions about the digital music markétrance and to highlight its last trends.

Table of contents

1. Fragment Of the data DASE........ccoi oo ceeeeeeee e 3.6
2. The original INtErVIEW IN FIEINCK ... e e e e eaae e 64
3. INterview iN ENGHSH .....oee e 70
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1. Fragment of the data base

Source of the

Activity (More

Answer Organism Activity . Fonction
contact precisly)

2nd contact 1st hand Cristal Producer Label H_egd of export, publishing &

Records digital
Na Internet Because Producer| Label Responsableetiiagk
3rd contact 2nd hand Yozik Producer Label Manager
Na 2nd hand The Orchard  Distributor Agregator
Na 1st hand E_rn_prelnte Producer Label Artist

digital

Talitres
1st contact Internet Record Producer Label Manager
2nd contact 2nd hand sSociety Producer Promotion Artistic director

Glossybass
Na 2 hand Harmpnla Distributor Distributor & R_e§p0n3|ble new media |/

mundi Agregator digital

Content Acquisition &
Na 2nd hand Believe Distributor | Agregator International Sales Promotion
at Believe Digital
Na 2nd hand Abeille musi{ Distributor | Agregator Manager Online Distribution
Na Internet Pias DistributO'Dlsmbu'[or &
Agregator

2nd contact 2nd hand ﬁqzeldia digital Seller Music store Manager
Na 2nd hand Qobuz Seller Plateform
Na 2nd hand Deezer Seller Streaming - On

demand

63



The state of the digital music market and its teniifsl [2010]

2. The original interview in French

. L GOKO,
Daniel YAMBA-GUIMBI QF' 7,
MaxenceCAILLET

" A i
Norra Badvagen, house 15D ALmsT

302 60 Halmstad (Sweden)

Halmstad, le 15 avril 2010

Objet: Analyse du marché digital de la musique, en &apour la rédaction d’'une thése de fin
d’année

Madame, Monsieur,

Actuellement étudiants a l'université d’HalmstaddZ360 — Suede), nous poursuivons un
Bachelor in Business and Economics. La validatiercel diplome passe la rédaction d’une thése
de fin d’'année, dans le domaine du marketing.

Notre choix de thése s’est porté sur le marché&aldigie la musique, en France, auquel nous
portons un intérét majeur.

L'objet de notre travail est d’analyser les nouseltendances de ce marché, notamment les
changements des politigues marketing, engendrés lggr Nouvelles Technologies de
I'Information et de la Communication (NTIC).

Vous étes actuellement un acteur de ce sectetdioc8ksant sur les sociétés de label de musique
mais aussi sur les entreprises de distributiontevparticipation nous est précieuse pour la
réussite de notre travail.

Vous trouverez ci-joint une interview a laquelleusovous demandons de répondre en toute
sincerité.

Merci d’avance de I'attention portée a cette inemw
Cordialement,
Daniel YAMBA-GUIMBI

Maxence CAILLET
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'Q ..'..;
. g +
Interview m

e
IY 4 Y

s
4

Veuillez cocher les cases correspondant a vosnggm Plusieurs réponses sont possibles.
Lorsque la réponse nécessite une argumentatioriljeztépondre dans I'espace dédié a cet effet.

Un glossaire vous est fourni en derniére page.

1. Aujourd’hui, quels sont vos objectifs sur le marceda musique ?
Profits [ ] Valorisation d'image []
(entreprise, artistes)
Fidélisation des consommateurs[ ] Autres (a préciser ci-dessous) [ ]

A U S
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3. Actuellement, en quoi les Nouvelles Technologied'ldéormation et de la Communication
(NTIC) représentent un moyen important en termesdéeeloppement de la diversité
musicale ?

4. Avez-vous d( modifier votre stratégie marketingesaiux au poids de plus en plus important
des NTIC dans la société actuelle ?

oui [] Non []

5. Pour votre stratégie marketing, utilisez-vous 183QN?

Oui [] Non []

Si oui, lesquelles ?
Equipement informatique, serveurs [ ] Commerce électronique et média []

électroniques

La microélectronique et les composants [ | Le multimédia []
Les télécommunications [] Services informatiques et logiciels ]
Autres (a préciser ci-dessous) ]
U1 < PP PPPTIPIN

6. Parmi les variables suivantes, lesquelles avez-nmgifiées pour votre stratégie marketing ?
(se référer au glossaire pour les définitions)

Produit [] Prix [] Place []

Promotion [] Personnes [ ] Processus [ |
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Support Physique [ ]

7. Concretement, a quoi correspondent ces changensefus, les variables précédentes ?

8. Aujourd’hui, pensez vous opportun d’améliorer votre offre ?
oui [] Non [l
Si oui ce serait plutot :
En proposant des métadonnées plus précises []
Avec une meilleure qualité de fichier (WAV ou AIF) []
En offrant des fichiers complémentaires (Mix, Intew, vidéos de live...) ]
Autres []
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9. Que vous inspirent les services de streaming cobeezer ou Spotify ?

Est-ce une réelle opportunité pour le marché ?

Identification
Nom de votre société :

Activité ;

Votre nom et prénom(s) :

Votre/ vos responsabilité(s) :
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Glossaire

Produit : se réfere a la politique de produit neseceuvre, (ex : choix de la gamme de produits,
profondeur de gamme, largeur de gamme,...). Caetgprend aussi les services et leur politique.

Prix : la politique de prix établie pour votre pudiservice (ex: écrémage, pénétration,
alignement, rentabilité, prix d’acceptabilité,...)

Place : la politique de distribution choisie (eshoix des canaux et réseaux de distribution, force
de vente,...), incluant également le commerce éleiciue.

Promotion : correspond a la politigue de commuimecalex : choix du type de publicité, de
promotion, des relations publiques, marketing dicecindirect,...)

Processus : caractérisé par l'interaction avec lientc (ex : accueil, horaires d’ouvertures,
conseils,...)

Personnes : représente les capacités de la foneente (ex : formation, présentation,...)

Support Physique : inclus les composantes masiill point de vente (ex : vitrine, organisation
des rayons...), du service ou qui identifient le perel : partie intégrante de la production pour
un service (ex : uniforme,...)

Nouvelles Technologies de I'iInformation et de lan@ounication (NTIC) : techniques employées
dans le traitement et la transmission d’informatjo@manant principalement de l'informatique,
d’Internet et des télécommunications. Elles regemipun ensemble de ressources utiles a la
manipulation de linformation(et particulierement les ordinateurprogrammeset réseaux
nécessaires) pour la convertir, la stocker, largéadransmettre et la retrouver.
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3. Interview in English

L GOKO,
Daniel YAMBA-GUIMBI 2 7,
Maxence CAILLET
L. Ay i O
Norra Badvagen 5,house 15D Armet®

302 60 Halmstad (Sweden)

Halmstad, le 18 of April 2010

Object: Analysis of the digital music market in Franfiethe writing of a end-year thesis

Dear Madam, dear Sir,

Currently students at Halmstad University (302 68Bweden), we pursue a Bachelor in Business
and Economics. The validation of this degree needend-year thesis writing, in the Marketing
area.

Our choice makes for the digital music market iarfeée, which we pay an important attention.

The purpose of our work is to analyze the statehed market, particularly the marketing
policies’ changes engendered by the Information@owhmunication Technologies (ICTs).

Currently, you are an actor of this sector. Focusadlabel-record companies but also on
distributors, your involvement is valued for thesess of our work.

You will find enclosed an interview by which we aghu to answer in all genuineness.

Thanks for you attention.
Yours faithfully,
Daniel YAMBA-GUIMBI

Maxence CAILLET

P.S Response expected as earliest as possible
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'Q ..'..;
. g +
Interview m

*,

FPlease, check the box(es) matching with your arssv&veral answers are possible.
When the answer needs an argumentation, pleaseeams the dedicated area.

A glossary is present at the last page.

1. Today, what are your objectives in the music mé&rket
Profits [ ] Image involvement []
(companies, artists)
Customers loyalty [] Others []

(1 1= TP

3. Nowadays, in what the Information and Communicafl@thnologies (ICTsS) represent an
important means for the music diversity developrent
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4. Did you need to modify your marketing strategy daling the more and more important
weight of the ICTs in the current society?

Yes [] No []

5. For your strategy, do you use the ICTs?

Yes [] No []

If yes, which ones?

Informatics equipments, host [ ] Electronic business and electronic []
The microelectronic and the components [ | The multimedia []
The telecommunications [ ] Informatics services and software []
Others []

(@1 =T £ TSR PPPTTR

6. Among the following variables, which ones have yoodified for your marketing strategies?
(refer to the glossary for definitions)

Product [] Price [] Place []
Promotion [] People [] Process []

Physical evidence [ ]
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7. Explicitly, what are these changes, according ¢optevious variables?

8. Today, is it appropriate to improve your offer?

Yes [] No []

If yes, it would be:
By offering metadata more precise []
With a better file quality (WAV or AIF) L]
By offering additional files (Mix, Interview, videoof live...). []
Others []
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9. What appeal to you the streaming services like Beez Spotify?

Is it a real opportunity for the market?

Identification
Name of the company:

Activity:

Your first and second names:

Your responsibilities:

74



The state of the digital music market and its teoges | [2010]

4. Glossary

Product: product’s policy implemented, (i.e.: produange choice, product range depth,
product range width and so for). This also inclusietwices and their policy.

Price: price’s policy implemented for your prodsetiice (i.e.: skimming-price strategy,
penetration, profitability and so on)

Place: distribution’s policy chosen (i.e.: disttilmmn channels, channels choices, sales force
and so for). It also includes electronic business.

Promotion: matches with the communication policg.(ichoice of advertising supports, of
promotion, of public relations, direct or indireotirketing and so on).

Process: characterized by the interaction withctistomer (i.e.: welcome, opening hours,
advices and so for)

People: represents les the abilities of the salef(i.e.: training course, presentation and
SO on)

Physical evidence: include the physical componehtan outlet (i.e.: window-shopping,
shelves organization...), of the service or whicmidees the workforce: integrating part
of a service producing (i.e.: the uniform)

The Information and Communication Technologies:htégues implemented in the
treatment and the transmission of information, ipaldrly coming from informatics,
Internet and telecommunications. They gather usefsburces for the manipulating of
information (principally the computers, programd arseful networks), to convert it, to
stock it, to manage it, to transmit it and to fihegain.
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