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ABSTRACT
	This essay critically evaluates how the music industry has moved from a product-based business model to a service-based one. The text discusses how the industry has technologically evolved from analogue to digital formats in recent decades and how these advances have impacted consumer behaviour with regards to listening preferences and content ownership.  


INTRODUCTION
	
Technology empowers users […] they will follow the path of convenience and value – a simple rule of business proven time and time again. (Kusek & Leonhard, 2005, p.30)

Music products have seen vast changes throughout the 20th and 21st centuries as technological advances have streamlined content ownership into increasingly compact devices and increasingly toward access-based subscription services over the past two decades. This text will delineate the generational and structural changes to music consumption trends before addressing the emerging technologies which may be central to future business models.

THE EVOLUTION OF MUSIC BUSINESS MODELS
The Analogue Era
In the decades preceding the internet boom, music was distinctly a physical product, with songs and albums being associated with, and inseparable from, the analogue format of vinyl and cassette tape (Wikström, 2020, p.7). This was even the case at the beginning of the digital era with the arrival of compact discs (CDs). With each new format saw a growth and decline in popularity as CDs peaked in 2000, in part due to re-releases of classic records which were previously only available on vinyl or tape. 

The Digital Era - MP3’s, File-Sharing and iTunes
Although CDs are a considered physical product, the musical information inscribed within the plastic disc is digital code, and most importantly, separable from the disc given the sufficient technological advances of CD drives on desktop computer hard drives. This invention precipitated the transformation of music from a product to a service (Kusek & Leonhard, 2005, p.4). 
	The MP3 was created in 1992, a compressed music file initially intended to allow for fast and efficient transferring of songs between industry associates via email without drastically affecting the sound quality of the recording compared to the standard WAV file found on CDs. However, as computer hard drives grew larger in storage size and processing speeds, the ‘ripping’ of CDs (duplicating the sound files from a CD to a computer) became increasingly simple, alongside the ability to compress WAV files to MP3 sizes. For example, a three-minute track would be approximately 45MB as an uncompressed WAV file, while the same track in an MP3 format would only equate to 5MB – roughly 1/10th of the size. College students quickly caught on to this ‘hack’ in order to share music among their friends for free. Sean Fanning took this concept and created Napster, the first of many peer-to-peer (P2P) systems where users could share and swap files remotely through a decentralised portal (Kusek & Leonhard, 2005, p5).
	Where recorded music had previously been controlled, priced and distributed by the music industry for decades, it had quickly become devalued through the growing popularity of illegal file-sharing. Although Napster was eventually shutdown for piracy and copyright infringement, a series of other file-sharing sites such as LimeWire and BitTorrent had spawned to accommodate the ever-growing market of consumers increasing expectations to consume music for free.
	With the ease of access to P2P networks and the subsequent allure of free music consumption, CD sales started to rapidly decline. iTunes launched in 2003 as the “legitimate” means of digital distribution (Griggs & Leopold, 2013), allowing for consumers to listen to 30-second song previews and pick individual tracks to download for £0.99. This model led to iTunes dominating the download market for the following decade.

Pay-What-You-Want Downloads
British rock band Radiohead cemented the shift of power from industry to consumer in 2007 with their album ‘In Rainbows’. By defying both traditional distribution methods and emerging legal downloading sites such as iTunes (Suarez, 2017), the band released the album as a ‘Pay-What-You-Want’ MP3 download model, direct from the band’s website. Although this method has yet to be replicated successfully by other artists, it allowed their fan-base to value the product themselves, and the format still exists through Bandcamp, a popular direct-to-fan music distribution website used by thousands of independent artists globally. 
One drawback to downloading content is that even compressed MP3 files can take up excessive storage space on a computer or laptop’s hard drive, consequently slowing down the operating speeds of their respective systems.

Music Streaming
Prior to the launch of streaming services, Kusek and Leonhard (2005, p.30,33) rightly predicted:

We will likely see additional relatively small “fees” that all consumers must make in order to get some basic service… Beyond this the consumer can choose from a variety of good value “package deals” and “choice payments” such as premium subscriptions.

The first major streaming platform to launch was Spotify in 2006, created by Swedish entrepreneur Daniel Ek, initially as an advert-supported ‘freemium’ subscription model. Originally the platform was designed as a media distribution model inspired by the P2P networks, but now with 345 million users worldwide (Spotify, 2021), Spotify (and streaming as a general business model) is widely considered the solution to music piracy and illegal file-sharing (Fleischer & Snickars, 2017).
Applications such as Spotify, Apple Music and TIDAL are considered interactive streaming platforms as opposed to internet radio stations such as Sirius XM, which is considered non-interactive as users do not listen to songs on demand. These Music Streaming Services allow real-time music delivery to listeners where the consumer has access to an almost infinite library where they can play any song of their choice (Gordon, 2015, p.93). Instead of purchasing specific downloads or CDs, users pay a recurring fee of £9.99 each month in order to stream unlimited amounts of music.
 This reinforces Wikström’s (2020, p.5) theory that “Music is no longer something that mainstream audiences own or collect.” Similarly, Gordon (2015) argues that the stark rise in music streaming popularity versus the decline of downloads that music listeners care more about access to content over ownership. This is in correlation with the wider entertainment industry, with the largest media companies Netflix, Hulu, YouTube and Amazon’s Prime Video all being subscription-based or ad-supported channels for streaming video content. 

The Future of Streaming
Looking forward, Spotify has been beta-testing a feature in the US for unsigned artists to upload their tracks directly to the platform without a publisher or distributor, meaning acts can keep track of and receive royalties directly from the streaming service (Vroom & Boque, 2019). While the rate of subscriptions is slowing in the US, there are question marks over how much growth is possible in the sector (Towse, 2020). But Tencent’s (China’s largest streaming service: 661m users) recent acquisition of almost 10% of Spotify’s stocks may buck this trend (Ingham, 2020). Spotify’s catalogue could potentially reach a rapidly growing Chinese market and might hint towards future partnerships with Indian and African Music Streaming Services Gaana, JioSaavn and Anghami which collectively amass 277m users, which we are already starting to see, given the recent developments of Spotify expanding into 80 new markets, including Asia, Africa and Latin America (Stassen, 2021). Therefore, although Towse’s argument holds merit, it could be several years before we see the growth of music streaming subscriptions plateau globally.
Even though interactive streaming has continued its global growth in popularity among consumers, music streaming services have been subject to mounting pressures from campaigns such as ‘Justice At Spotify’ to significantly increase their pay-per-stream rates to artists (Rys, 2020). Further to this, royalties generated can take months, or even years to eventually reach the copyright owners due to the drawn-out monetary collection processes from foreign Performance Royalty Organisations (PRO’s) (TuneCore, n.d.). With the UK Government holding inquiries into music streaming services (Dredge, 2020) and the European Commission previously imposing Article 17 (formerly Article 13) onto video-site YouTube (Fox, 2019), this could potentially see a dramatic shift in how copyright law affects these sites, and ultimately be the beginning of the downfall for both MSS’s and user-generated content.

Social Media
The impact social media has made on the distribution and virality of music over the past decade should also be noted. With ‘chat’ and news feed functions through platforms like Facebook, Twitter or Instagram, individuals can share their favourite tracks and artists through posting links to YouTube or a Spotify page. In more recent years, with the rise of other social media channels such as Tik Tok, Triller and Instagram Reels, music is often used as an accompaniment to comedic videos and dance challenges posted by users. These channels have changed marketing strategies for record label releases relying less on blog, radio and press coverage, and instead focusing on utilising social media to create hype around a release. In fact, social media is considered a crowdsourced form of music discovery (Rosenblatt, 2019). Even though there have been recent licensing disputes between labels and these channels (Tik Tok agreed licensing deals with Sony, Warner, Universal and Merlin last year (Hutchinson, 2020)), there is a direct correlation between viral songs on social media and streaming numbers on Spotify and Apple Music (Mitchell-Hardt, 2020), although there is a lack of data tracking between Tik Tok and MSS’s. 
As for artists, given the cancellations of live tours due to the ongoing COVID-19 pandemic, Amazon-owned Twitch has become a useful tool for connecting with and establishing a wider community or fan-base. The platform allows creators to live-stream on the site, while fans can subscribe to specific artist’s channels on three price-points. Revenues are split evenly between Twitch and the creator after tax and processing fees (Ingham, 2020). With enough subscribers, musicians are able to monetise their audience directly through live-stream performances or involving viewers with their writing and recording processes. For example, Day Wave, the artistic moniker for musician and producer Jackson Phillips, exhibits the writing and recording of his second album in real-time through Twitch, often asking fans how a song should be structured or mixed. This monthly subscription model reinforces the idea of the musician’s content being service based as the viewer is paying for an experience, rather than a tangible object like a CD, tape or vinyl. 

DEVICES
	The correlation between music availability and the advancement of music-playing devices should also be recognised. Before the 19th-century inventions of the gramophone or pianola, music could only be consumed in live settings. Since then, the introduction of battery-powered radios and car stereos have paved the way for portable technology to progress. Recent decades have seen consumerism shift through personal cassette and CD players, MP3 players, iPods, laptops and mobile phones in order to hear music to their personal convenience. 

FUTURE MODELS
Blockchain Technology
Pre-dominantly associated with the volatile financial payment network BitCoin, Blockchain technology has often been pitched as the future model applicable to global business commerce, not just the music industry. Where MSS’s are yet to address the issue of delayed royalty payments, it is argued that Blockchain could be the solution by allowing for immediate “micro-payments” direct to rightsholders, thus removing the reliance on PRO’s. 
Blockchain music companies such as UjoMusic, Choon, Mycelia and Blokur. have come to prominence in recent years, but since its inception in 2008, the distributed ledger technology has failed to become adopted by the mainstream. A 2018 report from Deloitte suggests that out of a poll of 1000 senior executives with over $500m in annual revenues that a third of the businesses consulted have started integrating blockchain technology within their practices, however almost half (44%) believe it to be overestimated (Toshi Times, 2019). Chris Baraniuk (2020) is even more damning in his BBC article claiming Blockchain “has failed to find a purpose, beyond powering cryptocurrencies like Bitcoin.” This could be in part down to the scientific terminology associated with the concept, proving alienating and confusing to the lay person. 
Nevertheless, the decentralization of data makes the technology safe as there is no single failure point for hackers to compromise (Stadelmann, 2019). Additionally, major tech and financial companies like Facebook and J.P. Morgan Chase are assertively hiring blockchain developers and investing in the technology. 

Artificial Intelligence
	Another potential shift in the future of the music industry could be the reliance on Artificial Intelligence (AI) technology. West (2018) defines AI as:

Artificial intelligence algorithms are designed to make decisions, often using real-time data. They are unlike passive machines that are capable only of mechanical or predetermined responses […] As such, they are designed by humans with intentionality and reach conclusions based on their instant analysis.

AI has, in fact, been in circulation for some time now. The popular music recognition algorithm application Shazam was founded back in 1999, and subsequently launched in 2002, but failed to make a profit until 2016 (Sheppard, 2016). By listening to a 20-second excerpt, Shazam will analyse the sound before referring to its vast database in order to tell the user what song they are listening to (Jovanovic, n.d). 
	In recent years, AI has been developing within the music sector. While many examples involve music creation such as Aiva Technologies, Amper Music and Brain.FM, applications such as Asaii, an A&R analytics platform, could soon be widely adopted within the industry, while Pandora and Spotify have integrated AI to create personalised playlists and radio services based on users’ listening habits (Schroer, 2018). 
	Both AI and Blockchain technologies are developing, highlighting a lot of potential within the music industry. However, these concepts are narrowly focussed on music creation or the efficiency of data transference, yet do not propose how they could impact music consumers on their listening habits and they how access musical recordings.

THE PRODUCT
Despite all the aforementioned information portraying a continued decline of music as a viable product, the notion of a music industry being solely service based as an absolute could be misleading. Rather, more aptly, the record industry follows this trend, while the wider music industry has shifted the specificity of what products are being purchased by consumers. 
Where an album or single release was previously promoted by a tour, the sheer growth of the live music industry over the previous decades indicates that the music release is now believed to be the promotional asset to drive ticket sales for an artist’s upcoming tour. The music itself will merely be one part of transaction, with revenues coming from other products, services, advertising or sponsorship (Kusek & Leonhard, 2005, p.31). The sale of merchandise at live performances and direct through an artist’s website has often proven to be a means of great financial returns. Consumers either look to buy a t-shirt or hoodie as a gig memento, or as an alternative method to support an artist’s career. In some regards, the concert ticket itself could be deemed the product to some concertgoers. 
Despite streaming’s clear and growing dominance in the recorded music industry, sales figures from the British Phonographic Industry (BPI) revealed a thirteenth consecutive year of increased vinyl sales within the UK. This amassed to 18% of all albums sold in 2020, almost reaching a thirty-year high (Taysom, 2020). Although CD sales have continued to decline since 1999, the format still generated £278m in the first half of 2020 in the US (Richards, 2020). These figures may be relatively low compared to income figures streaming services contribute to the recording industry, but they show a small market and demographic who prefer to own music as a product, rather than accessing it through a service.

SUMMARY
	In conclusion, it has become evident that the recording industry has undergone huge structural shifts in how content is distributed and consumed. Most notable is the shift of customer behaviour from the perceived ownership of music as a product (such as vinyl, tape, CDs or MP3 downloads) to the increasing use of an interactive streaming service such as Spotify or Apple Music for musical listening and discovery. And while this trend is likely to continue in the near future, this rule is merely indicative of the recording industry, not the music industry as a whole. Merchandise and concert-tickets have since become dominant products for sale within the music industry, with recordings being the promotional asset. 
	Technological advances will likely continue to disrupt existing music business models in the future, but since streaming is yet to reach its peak, it may be some time before the next emerging technology is integrated within society.
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