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[bookmark: _Toc28260_WPSOffice_Level1]1.Executive Summary
This paper takes the Xiami Music as an example to analyze the development and value chain characteristics of China Mobile Music.

[bookmark: _Toc9178_WPSOffice_Level1]2.Introduction

[bookmark: _Toc9178_WPSOffice_Level2]2.1 Background
Xiami Music is a high-quality online music media in China. It now has 18 million songs, tens of thousands of music stations, and more than 500,000 collections created entirely by users. Since its launch in 2008, Xiami Music has won the favor of users with its professional product management and excellent user experience. Its core technology includes two major parts, a P2P-based digital music distribution platform and a personalized music recommendation. In addition to the online scale, Xiami Music is also actively promoting offline music performances, fully integrating resources to expand business. In the first half of 2013, Xiami Music was officially acquired by Alibaba. With the support of the Internet giant, the future of Xiami Music is optimistic.



3. [bookmark: _Toc23386_WPSOffice_Level1]Value Chain of Xiami Music

Today's digital music is represented by wired Internet music and wireless mobile communication network music, transmitted directly to the computer via the Internet, digital music mainly stored in computer hard drives and portable digital music players, called online music; digital mobile service value provided by mobile Music, including downloaded ringtones, ring tones, music listening in the IVR, and music downloaded to the phone, called wireless music.
It can be said that the arrival of digital music has brought new opportunities to the Chinese music industry, so that Chinese record companies no longer focus on how to fight against piracy, but directly into the digital music era.
The mobile music market has gradually formed a clear industry chain. On the one hand, China's mobile phone user base is growing. As of the end of 2011, the number of wireless music users in China is close to 700 million, and the penetration rate of wireless music among mobile users is 45. 7 %. Their growing demand is bound to make the mobile music market attractive; on the other hand, the continuous improvement of the mobile music industry value chain has enabled members of the chain to reach a consensus on the huge market potential. Both the traditional music industry value chain and the digital music industry value chain can be  divided into three links: the upstream is creation, the middlestream is communication while the downstream is consumption, and its main body is the vast number of consumers, which is the downstream of the music industry.

[bookmark: _Toc23386_WPSOffice_Level2][bookmark: _GoBack]3.1 Content Provider
Content Provider (CP), the copyright of music works, mainly includes record companies, copyright agencies and some independent musicians. In the early days of online music development in China, most online music media relied on pirated music and free ring tones to seize market opportunities. XiamiMusic insisted on buying genuine songs fined a new way to balance high copyright fees and copyright: the team in the dilemma focused on a new business model at the time: P2P - trying to reduce pressure of the royalty and encourage their users to pay for the download.
This is a huge challenge in the market environment where mobile payment technology is just emerging and users’copyright awareness is not mature. At the time, QQ Music required to download a song for 0.8 to 1 yuan. Although it is already very cheap, users still feel unsatisfied because there are many free (pirated) platforms.
In order to let users pay and happy, Xiami Music made an innovation: distribution.
For example, the user pay 0.8 yuan for their downloads, as long as they share the links of Xiami Music, after others paying for downloads through this link,the one who shared link can earn 0.2 yuan. At the same time, Xiami Music also created a mechanism for downloading and sharing music resource, etc., they also attracted users by making money.
After the user pays, Xiami Music will return a portion of the funds to the copyright owner. In this way, the propagator has the benefit, the original author, the music author, and the issuer can also distribute the money, realizing the balance between the supply and demand side of the music consumption, and there is no risk of piracy.
When copyright owners talk about copyright, even if they have never heard of Xiami Music, they will be very recognized: in every stage, copyright will be fully respected. What is surprising is that the copyright revenue brought by this method is much higher than the cost of one-time purchase of copyright by other music platforms and operators.
With this model, Xiami Music has stood out in more than 7,000 music platforms and has achieved rapid growth.

[bookmark: _Toc10451_WPSOffice_Level2]3.2.Service provider
  Service Providers (SPs) are service platforms that integrate music content and sell to users, namely major online music sites. The website purchases content from the record company or copyright owner and then conducts integrated marketing promotion. At present, the profit model of domestic online platforms mainly includes advertisements, low-quality downloads free high-quality version fees, social music charges, personalized music promotion service fees, online and offline performances, etc., but the most important thing is advertising revenue. In the case of difficulties in the implementation of comprehensive domestic online music charge, the growth of online music is still concentrated on value-added services.
Xiami Music is supported by many young customers. The offline value-added cooperation activities include: McDonald's theme pop-up shop, P&G co-branded singer contest, and music festival live.













4. [bookmark: _Toc10451_WPSOffice_Level1]S&W Analysis

[bookmark: _Toc19563_WPSOffice_Level2]4.1 Strength

4.1.1 Experience.
From the product experience, Xiami Music has been a very mature music player platform ahead of all the other similiar plateforms. In addition, in recent years, Tencent Music and Netease Cloud Music have also made great efforts in the products, and the gap in experience between the major players is getting smaller and smaller. Therefore, the experience mentioned here is more the realization of music scenes materializes.
Xiami Music has begun to make music materialistic in the early years. In their song recommendation area, Xiami Music has started to make label-type recommendations such as “hanging out”,”working”and “exercise”. According to the internal staff of Xiami Music, in the next revision, Xiami Music will continue to play its own advantages in big data, cloud computing, artificial intelligence, etc., introducing AI into the music field, in the algorithm of precise artificial intelligence. On the basis of the AI mode intelligent recommendation mode, the user is guided to try the music scene.

4.1.2 Original Musicians.
In recent years, all platforms have begun to realize the importance of original musicians, so they have launched relevant policies to support original musicians to help Chinese music for changing the situation of music creation talents to complete their deployment in the future. However, taking the earliest action on the original musicians, it is actually Xiami Music.
As early as 2013, Xiami Music Network has announced that its “Musician Platform” has been officially launched, and allows independent musicians and independent record companies to “freely price” genuine music downloads on this platform. Musicians can also get 100%. The proceeds. After that, a large number of musicians began to stay in the Xiami Music and published their original works on the top. Immediately after 2014, Xiami launched the “Sunshine Plan”. Today, we are familiar with the Chengbi, Jinxi, Xilou, sound toys, whale circus, Qiubi, Yanchi and other musicians, all become famous in this plan.
If we say that the above two points are the things that the whole platform is doing together, then the exclusive advantage of Xiami Music lies in its strong support behind Ali's entertainment.
Compared with other platforms, Xiami Music has an incomparable advantage in the future launch, cooperation and linkage of music-related peripheral derivatives.


[bookmark: _Toc17864_WPSOffice_Level2]4.2 Weakness
The fans of Xiami are not only able to hear high-quality music sharing for free, but also greatly increase the choice of music. It is not a single media purchaser who buys music, but fans can upload it themselves.The type of music and the number in Xiami Music will be much richer than the average music website, including independent musicians uploading their own songs. Therefore, from the very beginning, Xiami Network has gathered a large number of high-end music listeners. The audience exchanges and shares with each other, forming a relatively good community atmosphere and cultivating the audience's musical taste. However, from the perspective of the operation mode of the website, the bomb of the “copyright” problem has been buried since the beginning. Most of the works uploaded by the fans are infringing, and the cost of the paid download is completely unable to pay for the copyright, the number of people gathered in the community is increasing, the issue of music infringement and lawsuits by the musicians will follow.
On the other hand, due to the intensified competition between the fusion culture and Internet music in the Chinese media environment, in order to attract more users, the piracy trend has intensified, and the recording industry has begun to weaken, and musicians have complained.



5. [bookmark: _Toc19563_WPSOffice_Level1]Conclusion

After the emergence of digital music, people's selectivity for music has greatly increased. When the barriers to acquiring music products disappear, people have great selectivity regardless of the number of music or the type of music. Advances in technology have provided new music service business, and consumer demand has increased, and this increased demand is different from the original demand. This new demand has generated new industrial value due to changes in consumption patterns and processes chain.
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