
DIGITAL DISTRIBUTION AND MUSIC INDUSTRY

In the global recorded music industry had experienced a period of growth that had lasted for almost a quarter of a
century. Approximately one billion.

The only distributors that would put in such an effort though, are the ones that have incentives to create
success for their clients. Although consumers now pay to download music legally from outlets such as iTunes
and Amazon, sales of vinyl records, cassette tapes, and CDs have plummeted, and the music industry has lost
billions of dollars. The distributor takes a cut of income from each unit sold and then pays the label the
remaining balance. Certainly, there were a few feeble attempts from the major record labels at the time, but the
most important criterion in the development of these services seemed to be that they should not in any way
threaten the existing revenue streams but should only add additional revenue to the companies. The main
benefit here is that you have the means to distribute for free and build up enough money to make physical
distribution an affordable possibility. Done right, digital distribution is less like the traditional music business
than fintech, which happens to deal with artists. As an independent musician, you might be dreaming of
scoring that big deal with that record label right? The tracks, formatting, editing and sales pitch that goes with
a submission to iTunes is not the same as it is for Spotify. Providers of access-based music
servicesâ€”regardless if the services are funded by subscriptions or advertisingâ€”have argued that rather than
paying a fixed amount per track that is listened to, they should simply share whatever revenues are generated
with the rights holders. You need to consider if the payment is onetime fee or there is annual fee and if your
sales will meet up to cover the fee because you need to maximize profit. The criticism has to some extent
focused on whether the freemium model presented above is long-term sustainable or not, but even stronger
criticism has been focused on how the revenues have been shared with rights holders on different levels in the
value chain. Today, digital distribution quickly gets your music on Spotify, Apple Music, Google Play and
other major music services. As you know by now, these parties tend to only work with record labels or artists
with an impressive catalog or fanbase. Vinyl includes LPs and EPs split by 4. Internet makes physical music
distribution increasingly irrelevant and the incumbent major music companies have been required to redefine
themselves in order to survive. Things you need to consider when choosing a digital distributing company:
Flexibility: Digital distribution companies are not record labels; hence they should not have exclusive rights to
your songs, so you have the freedom to get out of any deal without additional costs. Once you have that, you
can issue loads of UPCs. The second music industry sectorâ€”music licensingâ€”was much smaller and more
mundane than the recorded music industry sector. Now, you can easily collect these digital performance
royalties yourself, and do not need a distribution agency to do this for you. Much is at stake and it is unlikely
that the music industry players will easily agree on a model that is perceived as fair to all parties. Instead of
offering a service that was solely funded by ads, they also developed a more advanced version of the service,
which was funded by subscription fees. The logic behind a freemium service model is that users shall be
willing to use the service for free and that they while using the service gradually will make behavioral and
emotional investments in the service that will increase the costs and efforts to switch to another service. The
scenes that are increasingly used for that purpose are online-based social networks such as Facebook, Twitter,
etc. Often, the profit margin for the free version is very low, or even negative, and it is expected that it is the
subscription fees that will generate enough revenues to make the service profitable. Apple were correct in their
prediction of consumer behavior and the iTunes Music Store can not be considered as anything but an
enormous success. That may sound like an obvious service, but in the traditional music industry it was not
always the case. The first step is to find the right online music distribution platform. Distribution is a crucial
part of promoting your music as an artist â€” and helps you reach fans. Bulk aggregators serve primarily
individual artists, and sometimes labels. This why Stop The Breaks is so major on providing a consistent
stream of content that independent artists can use to educate themselves on the ever-evolving music business.
Now, the dream does not have to be held back by physical sales being unaffordable. However, even though it
seems possible to generate revenues from access-based music services, the new contract structure is a radical
change in the music business attitude toward distributors, and it is by no means uncontroversial. Digital music
distributors have to supply music to a broad variety of online stores and services. However, such agreements
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make it very difficult to get an access-based music service off the ground, and several pioneers in the
access-based music service market have not been able to survive for very long. By the end of , the sales of
physically distributed recorded music e. Figure 1 indicates how the global recorded music market has evolved
since , and shows that while the digital music market has been able to partially compensate for the decline of
physical sales, the total recorded music market still has lost more than 50 percent of its sales since the peak in 
This section has presented how the three main music industry sectors have been affected by the introduction of
the Internet and how the size, strength, routines, and relationships between the industry sectors have been
transformed. After all, they need to be granted the right to sell and distribute your music to the stores, and to
collect the generated revenues. There is no physical inventory to store, no actual shipments to be made and no
copies to be pressed. The rights holders still controlled their properties and the structures that guided the
royalties paid per every track that was sold was predictable and transparent. A Growing Digital Music Market
The music industry went to great lengths at the beginning of the century to put a stop to online piracy;
however, they were not equally ambitious and innovative in developing new models for legal online
distribution.


