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Introduction 
This report, based on the business economics and finance of Sony Music Entertainment UK Limited, will analyse the micro and macro environment of the organisation. Based on this analysis, the essay will discuss how lean business methods and techniques are used and how they may be applied in the future.

History of Sony Music Entertainment

One of the three remaining major record companies operating in the music industry today, Sony Music Entertainment is the result of decades of company buy-outs and major business acquisitions. An American music and entertainment company, Sony Music is owned by Japanese electronics giants, Sony Corporation and was formed in 1991. Sony entered the music industry chain after it purchased CBS Records in 1988.  

However, the company’s musical roots were established long before Sony entered the historical timeline. The first major merger that led to the company’s long history began with the formation of the American Record Corporation in 1929. 

Consolidated Film Industries purchased the American Record Corporation in 1930. It was sold a second time in 1938 to the Columbia Broadcasting System and renamed the Columbia Recording Corporation, with Columbia Records established as its flagship label.

Negotiations took place between Dutch-owned Phillips Records and the Columbia Recording Corporation to form a new international record company in 1960, which came to be known as CBS Records, established in 1962.

In 1965, discussions took place between Columbia Records President Goddard Lieberson, CBS President Dr. Frank Stanton and CBS Board Chairman, William Paley regarding the possibility of changing the Columbia Records name to CBS Records International. The growth of the company in overseas territories required it to develop a new singular brand for international identity. Journalist Mike Gross identified how music companies were considering singular branding as they branched from national to international status. In an article for Billboard Magazine, he writes:

“The probability of a title change-over stems from the continual build-up of the CBS Records label overseas and the desire of many American-based labels to get a “one-logo” identification around the world.” (Gross, 1965)

CBS Records International soon became a major player, acquiring other record labels and their musical catalogue of works. Within six years, the company was able to gain twenty percent of the global record market. The Sony History web archives state:

“CBS Inc. was very interested in expanding its music business into Japan and rapidly began to search for a partner to set up a subsidiary there. At the time, CBS Records commanded a 20% share of the worldwide record market and boasted technological successes such as the LP record.” (Sony Corporation, 2009)

In 1988, Sony purchased CBS Records in a deal worth two billion US dollars. Sony Music Entertainment UK Limited is a separate operation owned by Sony Music Entertainment, set up to develop and promote UK music acts.

The music industry has been a viewed as a commodity-based model since the beginning of the record business, concerned in marketing, promoting and selling record products. However, the foresight of latter-day record companies to acquire intellectual assets and property has helped establish longevity in an ever-adapting market.

Products And Customer Base
The customer base of the company is wide and varied, divided among business customers and consumers of their music products. The products manufactured, sold and distributed by Sony are constantly evolving in line with changing trends in customer demand and technology. 

Up until the early part of the 1980’s, three music products were the preferred method of music consumption to high street consumers; the vinyl record, compact audiocassette and the music video cassette, the latter being introduced during the 1980’s. Technological developments in home hi-fi systems had driven down the cost of home music systems by the early 1980’s and most householders owned a record or cassette player within their homes.

By the time Compact Discs or ‘CD’s’ were introduced into the market, long play vinyl albums cost the consumer between five and eight British Pounds. CD technology afforded the listener digital quality stereophonic sound, an enhancement of the previous analog capabilities. As the sale of CD products and CD players rose, consumers purchased much fewer vinyl products. High street music stores preferred CD products to vinyl for the reduction in shelf and storage space. Record companies preferred manufacturing and selling CDs for their reduction in cost and higher profit margin. In a 1988 newspaper report for the Los Angeles Times, Journalist Steve Hochman highlighted the severe decline and wrote:

“In dollar terms, the figures dropped along much the same lines, with vinyl going from a 1973 take of about $1.25 billion out of a total $1.8 billion, to only $793 million out of a whopping $5.3 billion in 1987. That's a drop from 69.4% to less than 15%. Both unit sales and dollar figures for vinyl are expected to show even further decline when the record association releases its latest statistics at the end of this month.” (Hochman, 1988).

Vinyl was driven out of the mainstream market by the early 1990’s along with audiocassettes, with the shift moving over to an increase in CD sales. Record companies took advantage of this escalation in sales at the expense of their consumers, hiking the price of a new CD album up as much as fifteen pounds. The rise in the cost of an album from five pounds to fifteen pounds in a short space of time unsettled music consumers. Advancements in technology also saw music video cassettes being replaced by Digital Video Discs or DVD’s, which created an additional price rise to music consumers who purchased audio-visual music products.

These price rises came at the same time that illegal, unlicensed peer-to-peer and BitTorrent sharing sites began to appear on the worldwide web. Websites such as Napster and Pirate Bay became favourites of music and film consumers as the sites provided a means to download unlicensed MP3 and MP4 digital files at no personal cost. Major record companies were ill-prepared for the drastic effect this would have on their product sales. Whilst the independent record label sector embraced these changes and aimed to find solutions, major record companies were reluctant to involve themselves in the MP3 revolution. 

However, this new revolution influenced changes in electronic technology with USB record turntables and cassette players that could connect to a home computer and convert files to MP3 format were released on the market. This created a fresh demand for vinyl records. According to figures provided in the 2016 RIAA Shipment and Revenue Statistics report, shipments of vinyl albums from the US were up four percent to four hundred and thirty million US dollars, comprising of twenty-six percent of all physical products shipped. However, the report also found that overall revenues were still only about half of the rate that was achieved from the music industry in 1999. (Friedlander, 2016)

The high-street customers and consumers of these products are music listeners aged from around ten years old and above, both male and female. These consumers are fans of a variety of musical styles and major record companies, including Sony Music Entertainment, focus on capitalising on the most popular genres. 

Sony Music UK’s other customers come from within the music industry, including music streaming platforms, other record labels and music publishers, music production companies and recording artists to name a few. This type of trade is based in the selling and acquisition of company shares, intellectual assets and music catalogue purchases. Its focus is to buy-out competitors and creates growth by licensing the intellectual rights of the assets they have attained to create further revenue.

Competitors

Second largest of what is collectively known as the ‘big three’, Sony Music Entertainment is one of the last three remaining major record companies in the global market. Its main competitors are the two other remaining major companies, Universal Music Group and Warner Music Group. According to a report recently published by website Music Business Worldwide (Music Business Worldwide, 2017), Sony Music controlled 22.4% of the global revenue generated from recorded music in 2016, having the strongest growth since the previous year.

The largest of the three major record companies are Universal Music Group, a subsidiary of French media company Vivendi. In 1996, Seagram renamed American company MCA Music Entertainment Group as Universal Music Group after a company buy-out. According to the Music Business Worldwide report, Universal Music controlled 28.9% of the global revenue generated from recorded music in 2016. (Music Business Worldwide, 2017)

The third of the major record companies and owning the smallest share of the three of the recorded market sector is Warner Music Group. The Music Business Worldwide report states that Warner Music controlled 17.4% of the global revenue generated from recorded music in 2016.

On analysis, Warner Music Group is only 5% behind Sony Music in the global economy of recorded music sales. Universal Music stands 6.5% ahead of Sony Music. These percentages are quite close; highlighting that competition between the ‘big three’ is a constant race to stay ahead. (See Appendix) 

In July 2002, Nobuyuki Idei, Chairman of Sony Corporation described how record labels would need to change in order to survive in the new music industry landscape. In an interview with the Los Angeles Times, he proclaimed:

“[The record labels] have to change their mind-set away from selling albums and think about selling singles over the Internet for as cheap as possible – even at 20 cents or 10 cents – and encouraging file-sharing, so they can also get micro-payments for these files. The music industry has to reinvent itself; we can no longer control distribution the way we used to.” (Idei, cited in Kusek and Leonhard, 2005)

Pricing Strategy

Referring back to the aforementioned interview with Sony Chairman Nobuyuki Idei, it is clear to see that Sony Music Entertainment has been operating a carefully planned strategy for both pricing and future development in the new music business environment for more than a decade.

Using Sony Music UK artist Craig David’s forthcoming album release as an example, it is clear to see the profit margins available from each product sold. The album, “The Time Is Now” has a release date of 26th January 2018 and is currently available on Amazon (Amazon, 2018) for sale on MP3, Audio CD or Vinyl. The prices include the MP3 album for £8.99, Audio CD for £11.99 and Vinyl for £18.99.

All of the products listed are priced in line with its competitors’ products. However, music consumers are not happy that they have to pay £8.99 for an MP3 album that they cannot take physical possession of. Considering that vinyl albums only cost between £5.99 and £8.99 thirty years ago, the MP3 album pricing may distract potential buyers. Whilst faced with other means, via BitTorrent and P2P sharing, many would-be-buyers will take the unlicensed route to get a copy of the MP3 album for free.

The price of the Audio CD at £11.99 is still extremely high considering the average cost to manufacture CD products. Mass-produced, an Audio CD can cost as little as thirty pence per unit. After other subsidiary costs are deducted, this still leaves a mark-up value of over fifty percent. Therefore, by maintaining high Audio CD prices, this will have the effect of consumers turning to other, free methods.

Vinyl records have seen a recent surge in sales, however, they are nowhere close to the rate they sold in their heyday. Whilst £18.99 per unit is still expensive, the cost of pressing vinyl has remained high. Avid music collectors are responsible for the surge in vinyl sales and are happy to pay this price.

Characteristics of the market

With the ability to digitise audio music files solved with the release of the Audio CD, Record Companies saw an advantage in increased sound performance, lower manufacturing and warehousing costs and more profit for providing the same service.

This was short-lived, as computer technology developed a means to extract audio files from an Audio CD and translate them into data files that could be stored on the hard drive. The users then had the capability of burning those audio files onto a recordable data CD or to share the files over the Internet via email, streaming or file sharing sites. Whilst the major record companies were profiteering by increasing the consumer price of Audio CD’s and vinyl records, unlicensed websites like Napster and Pirate Bay threatened to bankrupt the music industry by providing the ability to download music for free.

Prior to the Internet music explosion, major record companies dominated the global music distribution chain for physical products. Racing to see who could secure the biggest share of business and intellectual property in the music industry, these companies took part in an acquisition war since the late 1990’s. Universal Music came out as the winners, purchasing a mass of successful major and independent record labels. 

However, it had soon become a realisation that neither of the major record companies remained dominator. Independent, young entrepreneurs were developing websites, computer programs and applications using similar frameworks to the illegal pirates who were threatening all media entertainment companies. By developing a legally licensed framework and creating a brand, these new tech companies were able to rise fast and sell for millions of pounds.

Legal companies using developments in computer technology had already developed a new digital music distribution platform, with Apple iTunes dominating download sales and Spotify dominating Internet music streaming. The global major record companies are now working alongside these new Internet leaders. 

Last year, Spotify (Spotify, 2017) announced via its Twitter Social Media page that it had achieved fifty million subscribers. Apple Music is behind at just over thirty million subscribers. In addition to this, independent companies such as The Orchard, Essential Music and Kobalt have created a stronghold in the digital music distribution sector, challenging the grip on the market Sony Music UK, Universal Music and Warner Music previously had.

Another new additional factor is the rise of music artist, label and music publishing service companies. Due to the reduction of costs by using the Internet as a promotion and advertising tool, new companies have formed that provide all of the services a company or artist would receive if they were signed to a major record label. They are able to retain their intellectual interests and operate independently from outside influences. With these capabilities closer to hand, many of these independents are able to recognise the worth of their intellectual property without major financial backing. Education on the value of intellectual property is also providing music artists, producers and writers knowledge and devaluing the worth of a major recording contract.

The advantage Sony Music Entertainment UK does have is their vast long-term accumulated wealth, global network and catalogue of famous chart hits from the history of recorded music.

A Critical Review Of The Business Finance Of Sony Music Entertainment UK Ltd 

In order for a critical review to be conducted, it is necessary to extract all of the relevant information from the Sony Music Entertainment UK Limited Annual Report and Financial Statements (Sony Music Entertainment Ltd, 2016) and use these figures to equate the liquidity ratio of the company. Also highlighted in this report are figures from the end-of-year financial report for 2015, used for comparison.

Major Short-Term Financing
Sony Music UK has had a reduction in its total current assets since between 2015 and 2016, valued at a loss of £68,639,000. The current total assets currently are valued at £288,762,000. In comparison, the company’s current liabilities have significantly reduced since 2015 from £226,197,000 to £200,839,000 after a number of debt reductions were paid at a value of £25,358,000. However, there have been investments in a number of company buy-outs and share purchasing. This would explain why there are less readily available current assets. Therefore, the company has enough current assets to cover their current liabilities. The overall figures for current assets and current liabilities are noted herein:

Current assets (as of 31 March 2016)
Pension asset: amounts falling due after more than one year = £0 (31 March 2015 = £1,270,000)
Debtors: amounts falling due within one year = £287, 738,000 (31 March 2015 = £355,331,000)
Cash at bank and in hand = £1,024,000 (31 March 2015 = £800,000)
Total Current Assets = £288,762,000 (2015 = £357,401,000)

Current Liabilities (as of 31 March 2016)
(Amounts falling due within one year)
Trade creditors = £15,855,000 (2015 = £22,983,000)
Amounts owed to group undertakings = £96,060,000 (2015 = £95,718,000)
Group relief payable = £7,547,000 (2015 = £9,200,000)
Other creditors = £146,000 (2015 = £6,618,000)
Royalties and licences = £58,837,000 (2015 = £63,757)
Corporation tax payable = £0 (2015 = £3,045,000)
Accruals and deferred income = £22,394,000 (2015 = £24,876,000)
Total Current Liabilities = £200,839,000 (2015 = £226,197,000)

Liquidity Ratio
Using these figures provides the capability of equating the liquidity ratio of the company’s finances. Using mathematical equation, it is evident that the ratio has reduced from 1.58% in 2015 to 1.43% in 2016. This is a change of 0.15%, which is fractional and shows very little change in the current liquidity of the company.

Current Ratio – The ratio of current assets to current liabilities = 
Current Assets divided by Current Liabilities
£288,762,000 divided by £200,839,000 = 1.43
(2015 - £357,401,000 divided by £226,197,000 = 1.58)

Using an alternative equation, it is evident that the company’s cash ratio has had a slight increase from 0.003% in 2015 to 0.0005% in 2016. This is a very small change of 0.002%, showing that the company is financially in a strong position that is unlikely to change in the near future.

Cash Ratio – The most stringent liquidity ratio =
Cash divided by Current Liabilities
2016: £1,024,000 (cash at bank and in hand) divided by £200,839,000 = 0.005
2015: £800,000 (cash at bank and in hand) divided by £226,197,000 = 0.003

Major Long-Term Financing

Listed below are the company’s figures for its long-term liabilities as declared in the 2016 financial statement including comparisons from the previous financial year. The total long-term liabilities have increased substantially between 2015 and 2016 by £32,973,000, which has increased overall total debt by £7,615,000. Again, this is quite possibly due to investments that were made during those fiscal years. However, these investments will very likely increase the profits of the company over the next financial year, enabling these liabilities to be repaid within five years. The company’s long-term liabilities are:

Long-Term Liabilities (as of 31 March 2016)
(Amounts falling due after more than one year)
Loan notes = £33,980,000 (2015: £0)
Long-term lease incentives = £420,000 (2015: £1,427,000)
Total Long-Term Liabilities = £34,400,000 (2015: £1,427,000)
Total Debt = £235,239,000 (2015: £227,624,000)

Leverage (Gearing) Ratios
Using the enclosed figures provides the capability of equating the leverage ratio of the company. Using a mathematical equation, it has been possible to identify that the company’s debt-equity ratio is 0.64%, only a 0.01% increase from the previous financial year. A similar answer is provided using equation to calculate the debt-to-capital ratio, which also shows a 0.01% increase from 0.38% in 2015 to 0.39% in 2016. This provides evidence that the company are in a strong position and have enough equity to cover their financial debts.

Debt-Equity Ratio
Total Debt divided by Total Equity = 
£235,239,000 divided by £365,996,000 = 0.64
(2015: £227,624,000 divided by £358,425,000 = 0.63)

Debt-to-Capital Ratio
The fraction of the company financed by debt = 
£365,996,000 + £235,239,000 = £601,235,000
£235,239,000 divided by £601,235,000 = 0.39
(2015: £358,425,000 + £227,624,000 = £586,049,000
£227,624,000 divided by £586,049,000 = 0.38)

Major Financing and Investment Activities

Sony Music Entertainment has progressively been pursuing its developing portfolio of company shares, intellectual property acquisitions and company buy-outs. Realising that consumer demand had changed from physical to digital music and media products, the Company needed to reflect on how it might dominate the new Internet sales market.

However, early independent Internet start-up companies involved in digital music and video distribution now had a stronghold on this sector of the market and the major record companies were now outsiders. Young entrepreneurs who were unrestricted in their vision and approach had started these new independent companies. Innovators in their field, they were quick thinking risk-takers, fast acting and effective. The value of these Internet-based companies has risen fast, with many being sold off in multi-million-pound deals. Directors and senior major record company personnel have taken notice of their success and are reshuffling their staff roster, bringing in new employees who reflect similar traits to these young entrepreneurs. In May 2017, Chief Executive Officer Rob Stringer addressed shareholders and analysts in Tokyo to outline his future plans for Sony Music in line with this strategy. Reported in an article entitled “Rob Stringer Sets Out His Vision For Sony Music Leadership”, he stated:

“Our business units will be run by smart, risk-taking entrepreneurs who are natural self-starters and innovative in how they source talent, how they think about positioning and marketing that talent – and how they run their [labels].” (Ingham, 2017)

Sony Music Entertainment has taken another approach in an attempt to control the Internet music market. Through a series of buy-outs and acquisitions, they are concentrating their efforts on purchasing the current leading digital music and media Internet companies, effectively buying out the competition. They are also buying shares or complete ownership in independent competing record labels, acquiring more music catalogue for their intellectual assets. CEO Rob Stringer highlighted this later in his address:

“As the [music] industry is now growing again, it is essential that, in addition to being strong marketeers, we expand our creative reach and increase our repertoire flow by investing in catalogue acquisitions, securing new deals with established talent, pursuing licensing and distribution deals [and] creating joint ventures and partnering with new entrepreneurs.” (Ingham, 2017)

As of 31st March 2016, Sony Music Entertainment UK Ltd owns 100% ordinary share capital in no fewer than forty other companies, including record labels, music publishing companies plus television, video and media production companies. It has in total interests in no fewer than fifty-four companies.

In March 2015, Sony Music Entertainment UK Ltd acquired an additional 49% stake in digital music and video distributor, The Orchard, after purchasing its first 51% share back in 2012. They now have full ownership of the company, for which they paid an estimated £147,400,000. Founded in 1997, The Orchard Enterprises, Inc. operates in more than thirty global territories with an annual turnover in excess of £73,695,000. The Orchard itself bought out two of its rivals in 2017, finetunes from Germany and Phonofile from Norway. Sony Music is effectively buying out its competition.

In July 2015, Sony Music acquired shares in music industry entrepreneur Simon Cowell’s companies, including a 50% share of Syco Holdings Limited and an additional 25% share of Syco Entertainment Ltd, of which it now owns 50% total shares. The amount paid for this acquisition was £86,456,000. An amount of £52,405,000 was paid in cash, with £33,396,000 being issued in the form of loan notes issued by Syco Holdings Limited to Sony Music. In a 2015 article for US magazine Billboard, it reports:

“Simon Cowell's Syco Entertainment music and television company earned £71 million ($105 million) in the last financial year, according to accounts filed at Companies House”. (Smirke, 2015)

In July 2015, Sony Music acquired 100% shares of Germany Company Century Media Records Limited for the sum of £12,156,000. According to company reports, Century Media (Endole Suite, 2017) reported a financial turnover of £7,080,000 in the financial year 2016-2017. 

In March 2016, Sony Music acquired an additional 100% of shares from Essential Music and Marketing Limited, for which it paid £3,661,000. Essential Music (Endole Suite, 2017) reported a financial turnover of £23,480,000 in the financial year 2016-2017.

In August 2016, Sony Music purchased leading independent Dance Record Label Ministry Of Sound Ltd in a £67,000,000 buyout. Ministry Of Sound (Endole Suite, 2017) reported a financial turnover of £7,700, 000 in the financial year 2016-2017.

By purchasing its competitors, whom already have a strong global trade, Sony Music is able to monopolise on music being created from the independent music sector and gain a bigger stake in music revenues.



Alternative Methods Of Finance

Sony Music Entertainment UK currently finances their business by reinvesting a proportion of their profits back into the company to generate a return on investment. As a long-standing major record company, they have accumulated a vast wealth since they began trading and do not need to rely on outside finance to continue their operation. In fact, Sony Music’s UK division is a self-supporting, standalone operation.

There are methods that can be used which are not currently being used, to ensure less cost and more return on investment. Having already identified the strategies used and the need to align their company with the Internet music business sector, Sony Music would benefit from further identifying strategies used by independent music artists who have used the Internet and other means to elevate their sales and popularity on a par with major recording artists.

Sony Music currently manufactures vast amounts of CD products, many of which do not sell and have to be returned. These returns are inevitably significantly reduced in price to achieve a return on investment. CD sales are declining and as previously mentioned, this has a lot to do with pricing. To counterbalance this, all major record companies should readdress the price they are selling their CD products at. Even at half their current selling cost, a record label would still make a healthy profit and very likely create an increase in sales.

Another alternative method for physical products is the purchase-on-demand model for CD’s, vinyl records and music merchandise. To alleviate manufacturing and warehouse storage costs, independent record labels and artists are turning to this new model. This also avoids the probability of products running out of stock. Sony Music Entertainment could use this service as an alternative method of financing their physical products and merchandise.

The first batch of companies to offer this service includes online music stores CD Baby and Cafepress. The initial issue with these providers was that the products they manufactured were only for sale via web pages set up on the provider sites. With Amazon being the largest online store responsible for twenty percent of global CD revenues, self-publishers were missing out on potential sales. It also meant that customers had to be driven to the web pages provided by these online music stores, which were not widely known to the general public. CD Baby eventually disbanded providing the service.

Createspace, a company owned by Amazon, began to offer a Disc-On-Demand service for Audio CD and DVD products, which could be sold directly on Amazon with no start-up costs. One record label that has used the service to provide its back catalogue on CD is Blue Note Records, an American Jazz label owned by Universal Music. CD Baby is now working with Createspace to offer this popular service to their independent artist and label customers once again.

Whilst the advantages are many, there are downsides. The products offered are on a CD-R format, as opposed to the usual commercially released glass-mastered Audio CD. With regards to sound quality, there is no difference. However, the format is not as durable and can be more easily damaged. Another disadvantage with the Createspace offer is that the products are only available on the US Amazon website and sold in US dollars.

Other on-demand service companies provide merchandise such as jackets, hats and caps, bags, mugs and a variety of other products with the ability to print logos, designs and images upon them. This is definitely a viable platform that Sony Music could consider.

Another area that independent artists and record labels have made significant growth in is direct-to-fan sales and crowdfunding. Having identified the demand for artist/fan relationships, these independents are building personal rapport with their fanbase and inviting them to partake in the artist’s growth and development. By offering fans exclusive or rare artefacts from the artist, Sony would be able to generate revenue directly from the fans to pay for music videos, marketing and promotion. Examples of crowdfunding platforms include market leaders Pledge Music and Kickstarter.

Lean Business Methods and Techniques

Streaming has fast become the most popular method of music consumption. Sony has recognised this and in July 2017, negotiated a licensing agreement with industry leader Spotify. However, the value of streaming has been analysed in closer detail by Music Business Worldwide. After studying figures supplied from Spotify regarding streams of the album “25” by music artist Adele, Journalist Tim Ingham declared:

“Taking Spotify’s average per-stream payout of $0.007, tracks from Adele’s 25 would have needed to be streamed an obscene amount to generate the same amount of cash as she did via download and retail. To be exact: 16.4 BILLION TIMES
Yikes. Could she have done it? In short, no way. Literally zero chance.
How do we know? Because the most streamed artist in the history of Spotify, Ed Sheeran, has racked up 3 billion streams on the service since it launched in 2008 – generating around $20m.” (Ingham, 2016)
For the artist, this is not a great arrangement, as most artists contracted to major record labels receive anywhere from around eight to no more than thirty percent of revenues generated from music sales. Using Tim Ingham’s example, the value of a single stream to a record label retaining a seventy percent share would compute to $0.0049. This means that, based on one million streams, the record label would receive $4,900 and the artist at thirty percent receiving $2,100. For a major record label such as Sony Music UK with a vast catalogue of music through the ages, these micro revenues will prove a valuable source with little or no cost. The added value is its ability to provide additional promotion and a constant revenue stream.

By purchasing The Orchard, Sony no longer has to pay a third-party digital music aggregator to provide their digital music and video products. They have also recently signed a licensing agreement for Spotify to stream their entire catalogue. Digital downloads and streaming cost nothing in a financial sense to upload and make available for sale or stream. Therefore, these revenues generate between ninety and one hundred percent gross profit per download or stream, of which Sony Music would receive an estimated 70% share.

Sony Music could use the previously aforementioned on-demand product and merchandise services to further drive down costs. Apart from production costs to create the work, there are no upfront costs to produce or supply the products for sale.

Sony Music has recently closed their London International Headquarters, reducing staffing and office running costs. They could streamline staffing costs further by creating home office set-ups and have a sector of staff work from home where it is viable to do so.

New services and platforms are arising on a monthly basis and it will be necessary for Sony Music to stay up-to-date with these developments and move swiftly to incorporate them into their business model.
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RECORD LABEL AND PUBLISHER MARKET SHARES

All values are US dollars, converted from FY15

FY16 15-16

euros for Universal and Yen for Sony GROWTH
Universal Music 30.2% 28.9% -1.4%
Sony Music 21.3% 22.4% 11%
Warner Music 16.8% 17.4% 0.6%
Independents 31.6% 31.3% -0.3%
Total 100.0% 100.0%

Universal Music 33.0% 30.8% -2.3%
Sony Music 22.4% 24.3% 1.9%
Warner Music 17.6% 17.5% -0.1%
Independents 27.0% 27.5% 0.5%
Total 100.0% 100.0%

Universal Music 30.5% 30.4% -0.1%
Sony Music 22.7% 22.7% 0.0%
Warner Music 19.3% 18.6% -0.7%
Independents 27.6% 28.3% 0.7%
Total 100.0% 100.0%

Universal Music 26.7% 25.1% -1.6%
Sony Music 21.3% 23.0% 17%
Warner Music 12.8% 13.6% 0.8%
Independents 39.2% 38.2% -1.0%
Total 100.0% 100.0%
PUBLISHING MARKET SHARE

Universal Music Publishing 16.7% 16.8% 0.1%
Sony Music Publishing (inc Sony/ATV) 24.3% 23.0% 1.3%
Warner Chappell 9.6% 10.0% 0.4%
Independents 49.4% 50.1% 0.7%
Total 100.0% 100.0%
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