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 True to its tagline, 
it looks like Samsung is in-
tent on being “The Next Big 
Thing.” What better way for 
Samsung to establish itself 
as such than partnering with 
one of the world’s most in-
fluential solo artists? Not 
only is Jay-Z considered as 
a marketing genius but he is 
also an innovator who has 
demonstrated a “good abil-
ity to identify what audiences 
want”1. Yet, all the benefit is 
not limited to Samsung. Jay-
Z too stands to gain from this 
deal – specifically having a 
new album that is profitable 
before it is even released.

Background and Deal

 In early June 2013, The New York 
Post announced that Jay-Z and Samsung were 
working on a $20 million deal to create a mu-
sic streaming service. It was largely under-
stood that any service that the two parties cre-
ated would serve the purpose of promoting acts 
signed to Jay-Z’s Roc Nation, not to mention 
his own music.2

 On June 16th, Jay-Z and Samsung 
announced the release of Magna Carta Holy 
Grail, Jay-Z’s first solo album in four years, on 
a commercial that was aired during half time 
at the NBA finals. According to Samsung, the 
album would be available to Samsung Galaxy 
users first, specifically owners of Galaxy S III, 
Galaxy Note II and Galaxy S4 smartphones. 
These users would gain access to the album 
through an app, JAY Z Magna Carta, that would 
be available for download on June 24th. Users 
would then be able to download the album for 
free on July 4th, three days before the rest of 
the world would have access to it. After the lift 
of Samsung’s 72-hour exclusive on July 7th, 
Island Def Jam would then distribute Magna 
Carta Holy Grail at retail.3

 Samsung allegedly purchased one 
million copies of the album from Jay-Z at $5 
each and would give away these copies to Sam-
sung Galaxy users with the app. Jay-Z therefore 

earned $5 million upfront, making Magna 
Carta Holy Grail profitable before it was 
even released. Furthermore, Jay-Z allegedly 
received as much as $7.5 million in music 
rights and endorsement fees. Sources also put 
the value of Jay-Z’s entire deal with Samsung 
at close to $30 million, as opposed to the $20 
million figure that the New York Post initially 
announced. This figure likely includes media 
spend.

Implications

 The deal between Samsung and 
Jay-Z makes Magna Carta Holy Grail the 
first major release to be premiered exclu-
sively by a brand. As with many firsts, this 
deal raises a number of questions about the 
music business moving forward. Of particular 
focus here is the deal’s effect on music dis-
tribution. Jay-Z’s deal with Samsung would 
put music from his latest release directly into 
the hands of one million listeners. In this sce-
nario, the three models of Samsung Galaxy 
smartphones aforementioned would function 
as distribution mediums. This raises the ques-
tion as to whether smartphones are the future 
of music distribution.

 Samsung has been engaged in shift-
ing from being a hardware manufacturer to 
also becoming a media platform. The com-
pany has recently been active in building its 
music and entertainment offerings. In May 
2012, Samsung acquired mSpot, a mobile ra-
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This edition’s common threads are two: innovation in marketing and music’s ever growing intimacy 
with technology.  

-
cant in the promotion of tested talent. Breaking a record of a top artist with a brand was, until Jay-Z, 
virgin ground. Our cover story shows too that word-of-mouth marketing is still critical.

Music and video are more interlocked than ever, and we interview Brandon Martinez, one of the 

The summer has been rife with news about streaming. Apple’s foray into Internet radio is a highlight, 
with our focus being the deal itself. Google All Access, part of Google’s Play platform, has also en-
tered the fray as an interactive service to take on Spotify and Rdio. 

The modern interface of music and technology is now often a mobile device, so it is time to report on 
music apps both as instruments, controllers, digital audio workstations, and DJ drivers.

Crossing the Atlantic, we explore why the Eurovision song contest celebration, now in its 58th year, 
has a mixed record of promoting talent. Could it be that big dramatic political gestures may be as im-
portant to the outcome of the contest as the music?  Finally, while outside the U.S pre-album release 
streaming is gathering momentum,  it could become a trend in the making inside  the U.S. 

planning time for the Journal. From all of us around the MBJ table, thank you for reading!

Kyle Billings, Editor-in-Chief   
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to cater for the distribution of physical cop-
ies. Therefore, should Samsung continue its 
involvement with Jay-Z, or start one with 
another artist, or should another consumer 
electronics company explore a similar deal, 
it seems likely that these brands would work 
in conjunction with record labels to market 
and distribute future releases. This could be 
beneficial to the music industry through the 
creation of alternative revenue streams.9

 It should be noted that the novelty 
of the deal between Jay-Z and Samsung ar-
guably contributed to its huge success. As 
history would suggest, the chances of a deal 
like this being repeated with the same level 
of success are low. For example, in 2007 
Radiohead made waves in the music indus-
try with their three-month exclusive name-
your-own-price policy on their self-released 
album In Rainbows. The band sold 936,000 
units once the album was released through 
traditional retailers. However, when Madon-
na gave away copies of 2012’s MDNA with 
ticket sales and Prince gave away 2007’s 
Planet Earth in a British newspaper, both 
albums underperformed against expectation 
selling 530,000 and 276,000 units respec-
tively as of June 2013. Radiohead arguably 
benefited from the publicity generated by the 
experimental nature of their sales policy just 
as Jay-Z and Samsung did from their deal. 
Nevertheless, musicians, particularly un-
signed artists have attempted Radiohead’s 
model to various degrees, largely without 
great success.

 It seems unlikely, that Jay-Z’s deal 
with Samsung can easily be repeated. The 
success of the deal was dependent on Jay-Z 
being a superstar act with a large audience 
and Samsung being a brand with a large con-
sumer base and a sizeable global ad spend. 
While artists of Jay-Z’s caliber may be able 
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fell apart due to Virgin’s merger with Sprint. 
Madonna also attempted something simi-
lar for MDNA but abandoned the deal when 
her team discovered that doing so would not 
count towards first week of sales. Now two 
years later, Samsung makes a similar deal 
with Jay-Z but on a grander scale.

 Although there were many prob-
lems with the JAY Z Magna Carta app, includ-
ing and not limited to technology glitches, 
privacy concerns, file sharing and missing 
content, the results have been fairly reward-
ing.5 Magna Carta Holy Grail is Jay-Z’s 
13th No. 1 album on the Billboard 200 chart, 
selling 527,000 copies in its first week ac-
cording to Nielsen SoundScan6 – this despite 
Billboard opting not to count the one million 
Samsung giveaways. This is the second-big-
gest sales week from a single album in 2013, 
trailing behind Justin Timberlake’s The 20/20 
Experience, which sold 968,000 copies in its 
first week. The album also earned Jay-Z his 
first solo No. 1 album on the UK charts7 and 
set a record for the most streaming activity on 
Spotify in the United States to date with over 
14 million streams during its first week8. Fur-
thermore, Jay-Z and Samsung got increased 
exposure from a combination of Samsung’s 
aggressive marketing, the free publicity from 
news coverage, and the built in nature of the 
JAY Z Magna Carta to encourage users to 
share content. Even the technology glitches 
in the app ended up contributing to increased 
exposure as some users would post repeatedly 
after being unable to successfully access con-
tent. Samsung’s competitor, Apple, also did 
not want to be left out, and iTunes advertised 
extensively the option to pre-order the album.

 Now that Jay-Z has successfully 
released an album through a mobile device, 
many question whether this could be a grow-
ing trend. As previously stated, other superstar 
acts such as Lady Gaga and Madonna 
have considered distributing their al-
bums via mobile devices. It is plau-
sible that an artist of Jay-Z’s caliber 
would attempt a deal like this. Nev-
ertheless if similar moves follow, it 
is unlikely that consumer electronics 
companies like Samsung would dis-
place major record labels in the fu-
ture. Jay-Z’s efforts, though success-
ful, were not void of the involvement 
of Island Def Jam, which took over 
distribution on July 7th. Samsung’s 
deal with Jay-Z was also limited to 
digital copies warranting the involve-
ment of a label or major distributor 

dio service offering music and video content. 
MSpot is now the developer of Samsung’s 
all-in-one music service, Music Hub, which 
includes streaming, cloud music storage, ra-
dio and a music store. For the release of Jay-
Z’s album, Samsung itself developed the JAY 
Z Magna Carta app, through which the com-
pany would distribute the one million copies 
of the album. The firm was therefore actively 
involved in the distribution of Jay-Z’s album.

 According to TJ Kang, Samsung’s 
senior VP of media solutions, “[Samsung] 
wants music to be one of the deciding factors 
in purchasing another device in the future.” 
Jay-Z’s deal with Samsung instantly turns the 
Samsung Galaxy into a music device. This 
phenomenon is not limited to Samsung, how-
ever. Music has long been a deciding factor 
when purchasing mobile devices such as Ap-
ple’s iPhone and the Windows phone, which 
also enable users to purchase and download 
music, from iTunes and Zune Marketplace 
respectively. Furthermore, several super-
star acts have worked with brands before to 
promote album releases. Apple’s iTunes, for 
example, streamed Daft Punk’s latest release, 
Random Access Memories, prior to its release. 
In 2011, Lady Gaga partnered with Zynga to 
let FarmVille users listen to songs from Born 
This Way prior to the album release.4 Never-
theless, the involvement of brands thus far 
has largely been on a promotional basis.

 The deal between Jay-Z and Sam-
sung sets precedence because it marks the 
first time that a brand has bypassed the record 
label in the distribution chain. So far, brands 
have mainly been involved in promoting the 
album through pre-release streaming or pro-
viding exclusive content to a select group of 
fans as illustrated by the partnership between 
Lady Gaga and FarmVille. Where iTunes is 
concerned, albums are still procured through 
the record label. Additionally, in order for un-
signed artists to get their music on iTunes and 
similar online stores they are required to go 
through third party services such as Tunecore 
or CD Baby. By making a deal directly with 
Jay-Z, Samsung allowed the company access 
to the album directly from the artist before the 
record label. Island Def Jam only took over 
distribution after Samsung’s three-day exclu-
sive.

 However, Jay-Z is not the first to 
attempt releasing an album through a mobile 
device. Lady Gaga made a deal with Virgin 
Mobile to give away one hundred thousand 
copies of Born This Way.’ However, the deal 

      Samsung Ships Out Jay-Z (cont.)
(FROM PAGE 1)
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Apple Takes on Radio  

 When Apple held its annual World-
wide Developer’s Conference in San Francisco 
on June 10, it launched a new operating system 
and a new Mac Pro. However, it was the prom-
ise of iTunes Radio that caused the real stir. 
The company had been negotiating streaming 
licenses with the major labels since the fall, and 

1

 The value of streaming music is ap-
parent to Apple. iPhone and iPad users already 
access apps like Pandora and Spotify in great 
numbers from its App store. Both companies 
opened a new market for recorded music and 
Apple can now move in, extoll its own power 
of being one of the most valuable companies in 
the world, and use its extraordinary large cash 
holdings as leverage with the record labels.

 iTunes Radio is to feature 200 genre-
based stations and allow users to make their 
own custom station based on a song or artist, 
similar to the Genius feature in iTunes.  Siri 
would also be a part of the iTunes Radio experi-
ence. For example, users could ask Siri, “who 
plays that song?” and start a station based on the 
song by further telling Siri to play “more like 
it.” 2

 iTunes Radio is to come in two forms: 
a free, ad-supported version and,  if the user 
pays  $24.99 a year,  an ad-free version in-
cluding the Apple’s iTunes Match cloud stor-
age service. Additionally, iTunes would allow 
the recording of songs that have recently been 
streamed on iTunes radio. This would enable 
users to see their recently played tunes and eas-
ily purchase them from the iTunes store. 

Dealing and Weaving

 For the service to see the light of 
day, Apple had to acquire the music rights 
from the three  majors, Warner, Sony, and Uni-
versal, as well as their associated publishing 
companies.  A recent trend has been for the 
larger labels and publishing companies to pull 
their music from performance rights organiza-
tions and look for a direct licensing agreement 
with the streaming services. As this results in 
long negotiations, for, among other things, 
companies try to second-guess the deals that 
their competitors are getting, negotiations for 
Apple iRadio had been in development for a 
while. 
 Apple initially offered the majors 
$0.0006 per stream, which was approximate-
ly half of what Pandora paid. In addition, it 
promised them an undisclosed percentage of 
advertising revenue and a guaranteed mini-
mum sum if the service did not produce rev-
enue as expected (in fact, Sony had an issue 
with Apple’s request to eliminate payment for 
songs that users skipped or did not listen to in 
their entirety). 3

 It appears that when a settlement 
was reached, the majors felt it was not the 
best deal they could get. It also came with a 
special caveat: the majors would likely have 
to explain in Congress why the agreed to such 
special rates from Apple but not from the other 
Internet radio services. Still, Apple won the 
day: Universal Music Group’s recording arm 

-
lowed quickly by Warner Music Group and 
Warner/Chappell publishing; 4 -
outs, Sony Music and Sony/ATV, signed with 
Apple shortly before the Developer’s Confer-
ence.5

 The details of the deal are still con-
fusing though, and information here and there 
is contradictory. For instance, Billboard re-
ported that Apple agreed to pay Warner Music 
Group and Universal Music Group a rate of 
$0.0016 per stream, as well as a percentage of 
ad-revenue.6

own payments, at around $0.00012 per stream, 
look cheap.  Moreover, it was also reported in 
Billboard that Sony/ATV’s CEO, Marty Band-
ier, signed a two-year introductory deal that 
gives his company as much as 10% of the ad-
revenue Apple generates from the company’s 
catalog.  If all the majors were receiving simi-

lar deals, perhaps they did not come out as 
badly as they imply. 7

 Regarding the independent labels 
and publishers,  Hypebot and Digital Music 
News report that Apple sent a non-negotia-
ble  “take it or leave it” contract . It offered 
indies $0.0013 per “royalty bearing perfor-
mance” plus 15% of net advertising revenue, 

and 19% of net ad-revenue in the second 
year.8

 On the face of it, the terms were 
not bad. But Apple would not pay royalties 
under the following circumstances:   (i) dur-
ing the 120-day beta period; (ii) on “Heat 
Seeker” promotions that are approved at 
iTunes discretion; (iii) on “Complete My 

-

for a given listener or a remaining track” 
and “rendered for such listener in order to 
promote the relevant CMA offer”; (iv) on 
listener matched content, or music that is al-
ready in the user’s collection; and (v) if two 
songs are played in an hour and the songs are 
already in the user’s cloud collection.9

 The heaviest iTunes Radio users 
would likely chose stations that match their 
tastes and would probably have some songs 
already in their collections. Therefore, its is 
likely that the “no royalties on two songs per 
hour” rule could, in particular, work heav-
ily to Apple’s advantage. Hypebot estimates 
that it could cut royalty payments by 10-
14%.

 In the meantime,  is still possible 
that Apple will try an “all or nothing” move 
that will punish iTunes Radio holdouts by 
removing their music from the iTunes store.9 
But this could have mixed results.  The Mer-
lin Network, a global rights agency for in-
dependent record labels that had no part in 
negotiations with iTunes Radio, believes 
that iTunes cannot be a dominant force in 
the streaming market without the support 
of most indie labels and their publishers.  
Charles Caldas, Merlin’s CEO, has argued 
that indie products perform 12 to 20 percent 
better on streaming services than in down-
load markets, a fact that may not be lost on 
Apple.10

By Dan Servantes 

(CONTINUED ON PAGE 5)
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The Competition

 Other streaming companies have 
already made a name for themselves, and 
Apple will be faced with the task of pulling 
customers away from established competi-
tors.  The task may not be easy.

 For instance, Pandora, iRadio’s 
direct competitor, maps a song’s “genome” 
and its non-interactive radio on it; it has over 
one million songs in its catalogue and the 
service features two different user models: 
the free, ad-supported model, and the  $3.99/
month or $36/year ad-free model.  Spotify, 
on the other hand, has over 20 million songs 
in its catalogue, supporting two different 
user models: a limited use, ad-supported 
model and a $9.99 per month, unlimited mu-
sic subscription, free of advertisements; it 
offers both interactive streaming and a cus-
tom radio feature.10 Newcomer Google All 
Access has 18 millions songs, and is a sub-
scription-based service charging $9.99 per 
month: subscribers get unlimited access to 
Google’s catalogue and may also create cus-
tom radio stations. 11 Other threats to iRadio 
would be Deezer, Rdio, Xbox Music, Daisy, 
and Grooveshark.

 But Pandora is Apple’s most im-
mediate concern. Apple, it is true, has sold 
600 million iOS devices globally with its 
iTunes service and boasts 575 million user 

share of the US paid downloads market, and 
it made $4.3 billion from its music down-
loads in 2012 (of which $3.4 billion went 
to labels)12. Pandora, for its part, has over 
200 million users, with a number of them in 
Australia and New Zealand (for now, iRadio 
will launch only in the US).  Pandora is be-
ginning to develop a global presence, but if 
Apple goes global with iRadio it may be no 
match for Pandora.13

 Pandora, though, does have some 
wind in its sail.  It will make $600 million in 
ad sales in 2013, and has recently won spots 
on popular radio-ad platforms to tap the $15 
billion market for terrestrial radio ads.  Apple 
still has to conquer that space, although it 
may care less about selling ads than Pandora 
does if its goal is to tie users to its platform 
and sell more devices.

 Still, Pandora can also be used 
across mobile platforms, including Android. 
It is also the second most downloaded iPhone 
free app of all time, which means that Apple 
users already adopted Pandora for personal 
taste-based streaming.  Finally, unless Apple 
releases a browser-based streaming platform 
for iTunes Radio, it is unlikely to capture 
those users that do not use iTunes.
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to consider using mobile devices as a me-
dium for grand scale digital music distribu-
tion, it would be difficult for unsigned art-
ists, with smaller audiences to pursue this as 
an option. However, it may be possible for 
an indie artist with a significant fan base to 
explore a similar deal but on a smaller scale. 
Nevertheless, Samsung and Jay-Z seem to 
have confirmed the feasibility of large-scale 
music distribution via mobile devices.

Endnotes

1. Greenburg, Zack O’Malley. “Jay-Z and Samsung Mull 
Music Streaming Service, But is the Market too Crowded?” 
Forbes, Jun 7, 2013. http://www.forbes.com/sites/zackom-
alleygreenburg/2013/06/07/jay-z-and-samsung-mull-mu-
sic-streaming-service-but-is-the-market-too-crowded/
2. Williot, Carl. “Jay-Z Working on $20 Million Deal 
for Samsung Mobile Music Streaming Service: Report,” 
Idolator, Jun 5, 2013. http://idolator.com/7461871/jay-z-
samsung-streaming-service-20-million-deal
3. Hampp, Andrew. “#Next Big Thing,” Billboard, Jun 29, 
2013.
4. US Weekly. “Lady Gaga Releasing “Born This Way” 
Songs Early via FarmVille,” May 10, 2011.
5. Buli, Liv. “Hold Up: Samsung, Jay-Z Partnership might 
not be the Flop you Thought,” Next Big Sound, Jul 10, 
2013. http://blog.nextbigsound.com/post/55111614409/
hold-up-samsung-jay-z-partnership-might-not-be-the
6.  Caulfield, Keith. “Jay-Z’s ‘Magna Carta’ Debuts at No. 
1, Has Year’s Second-Biggest Sales Week,” Billboard, Jul 
16, 2013.
7. Sexton, Paul. “ Jay-Z’s ‘Magna Carta Holy Grail’ Opens 
at British Summit,” Billboard, Jul 15, 2013.
8. Peoples, Glenn. “Jay-Z’s ‘Magna Carta’ sets Spotify 
Streaming Record -- Despite Samsung Giveaway, Top-
ping Album Chart,” Billboard, Jul 17, 2013. http://www.
billboard.com/biz/articles/news/branding/2004929/jay-zs-
magna-carta-sets-spotify-streaming-record-despite-sam-
sung
9. Christman, Ed. “Retail’s Holy Grail: Some Retailers 
aren’t Pleased to Play 2nd Fiddle to Samsung’s Mobile 
Platform for Hotly-Anticipated Jay-Z LP,” Billboard, 
Jun 20, 2013. http://www.billboard.com/biz/articles/
news/1567919/retails-holy-grail-some-retailers-arent-
pleased-to-play-2nd-fiddle-to

Jay-Z (cont.)
(FROM PAGE 3)



Business Articles
Volume 8, Issue 5 Music Business Journal

6   www.thembj.org August 2013

ellite and cable radio stations pay between 7 
and 16% of their gross revenue in royalties.9 

Channel’s content acquisition costs equal 
1.7% of their gross revenue, because, unlike 
internet and satellite transmitters, terrestrial 
broadcasters have historically been exempt 
from paying the owner of the sound record-
ing. Unfortunately for Pandora, their direct 
competitor, iHeartRadio, a Clear Channel-
owned internet webcaster, also pays the 
1.7% rate. This prompted Pandora to re-
cently purchase a broadcast radio station in 

rates by reclassifying itself as a terrestrial 
company. BMI quickly responded with a 
lawsuit.10

ACPU, ARPU, and Sirius XM

 Many commentators and stake-
holders have shared pointed exchanges 

radio to satellite and terrestrial formats, as 
well as the vagaries in using streams and im-
pressions for determining fair royalty pay-
ments.11 Perhaps better metrics for weighing 
the validity of Pandora’s complaints about 
high content acquisition costs are Average 
Cost Per User (ACPU) and Average Rev-
enue Per User (ARPU).
 ACPU is calculated by dividing 
a company’s annual Cost of Goods Sold by 
the number of users it has. Pandora reached 
200 million users in Q1 of 2013, however 
the company’s annual report states that only 
65 million of those users are active. Given 
that its content acquisition cost for FY 2013 
was $258.1m, dividing by 65m active users 
gives Pandora an ACPU of $3.97.  Mean-
while, Sirius XM spent $830m on content, 
has 22.8m users, and an ACPU of $36.40!12   

Pandora has 42.2 million more users than 
Sirius, yet pays artists $32.43 less per user.  
This demonstrates that Pandora’s rates are 
not as unfair as the company claims. It also 
suggests that Pandora may be doing a poor 
job of monetizing its users.  Let’s take a look 
at revenue generated on a per-user basis to 
determine if this is true.
 ARPU is calculated using a slight 

COGS with revenue. Pandora’s ARPU is 
$6.57. Sirius XM’s is $149.21, given their 
annual revenue of $3.4 billion. This con-

business model, and, that the company’s 
losses have very little to do with the amount 

to increase an additional 16% over the next two 
years.” Regardless of the rate increase, Pando-
ra’s content acquisition costs grow lock-in-step 
with its listenership. The more people listen, the 
more it has to pay.
 The company is employing two strat-
egies to address this problem. First, Pandora is 
trying to raise the value of each stream by sell-
ing more advertising spots per unit of music 
streamed. It recently teamed up with two media-
buying platforms, Strata and MediaOcean, to al-
low advertisers to compare its audience data next 
to that of terrestrial radio stations.5 Pandora al-

and is planning to expand.6

 The second is an attempt to reduce 
statutory royalty rates for internet radio web-
casters by way of a lobbying campaign aimed at 
congress and public opinion, which has resulted 
in the introduction of the Internet Radio Fairness 
Act (IRFA).  One of IRFA’s sponsors, Sen. Ron 
Wyden, claims the bill “requires that the Copy-
right Board… use the same standards to set roy-
alties for internet radio that they use for satellite 
and cable radio.”7 However, the standards that 
the board uses are murky, which substantially 
complicates the task.8 Mr. Westergren is asking 
listeners and musicians to support the IRFA, cit-
ing the disparity between the rates Pandora pays 
and those paid by terrestrial and satellite broad-
casters. He and Sen. Wyden may have a point.
 According to a statement released by 
another IRFA sponsor, Sen. Jason Chaffetz, sat-

By Miguel de Bragança

  Pandora Media is locked in a no-
-

motion is affecting a large contingent of 

performance rights organizations, terrestrial 
and satellite broadcasters, pundits that square 
off in music and tech business websites like 
Digital Music News and TechDirt, and the Unit-
ed States Congress.
 Planted on one side are Pandora, the 
largest Internet radio company, and, advocates 
of webcasting. This party claims that the roy-
alty rates paid to artists and intermediaries, 
such as music publishers, are too high, and, if 
not lowered, could drive the company into the 

of internet radio.1 They are also upset about the 
disparity between their rates and those paid by 
terrestrial and satellite radio companies for the 
right to broadcast music.
 On the other side stand the copyright 
holders who rely on the exploitation of their 
intellectual property to generate revenue. This 
includes artists, songwriters, publishers, and 
record labels. In addition to copyright holders, 
there are performance rights organizations, such 
as ASCAP, BMI, and SoundExchange, whose 
job it is negotiate and collect royalties on be-
half of the rights holders from companies like 
Pandora.  These stakeholders don’t want to see 
a reduction in royalty rates, as the result would 
be less revenue for them. They claim Pandora’s 

that they should not suffer for it.
 Pandora makes its money by selling 
advertisements that are heard by its listeners. 
Additionally, 4% of its users pay $0.99 per 
month for access to unlimited monthly listen-
ing.2 Despite the fact that revenues have dou-
bled each year since 2011, peaking at $427.1 
million in FY 2013, the company continues to 
lose money. Their income statement for 2013 
shows net losses of $38.2m, up from $16.22m 
in 2012 and 1.7m in 2011.3 Pandora’s cost of 
doing business is spread across four key areas: 
content acquisition, product development, sales 
and marketing, and general/administrative ex-
penses. According to Pandora’s audited 2013 

the owners of the recordings and compositions 
that the company webcasts.4

 Tim Westergren, Pandora’s founder 

the direction his company’s royalty rates are 
headed. He wrote the following in February: 
“Pandora’s per-track royalty rates have in-
creased more than 25% over the last 3 years, 
including 9% in 2013 alone and are scheduled 

Pandora’s Provocation

(CONTINUED ON PAGE 7)
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line.”  Meanwhile, Some songwriters feel that 
the existing rates are already too low.
 Musician and artist rights advocate, 
David Lowery, kicked up a storm by posting 
an article on his blog, The Trichordist, stating 
that his band Cracker received a $42 check 
covering publishing royalties for 1.16 million 
Pandora plays of their “Low”.16 This amount 
did not include his sound recording royalty, 

does illustrate the paltry payouts songwriters 
receive. In response, a company spokesperson 

-
represents and grossly understates Pandora’s 
payments to songwriters.” Pandora in fact paid 
about $93 for their performances of Low. The 
difference between the amount Pandora paid 
and Cracker received likely went to BMI and 
the song’s publisher.
 The Recording Industry Association 
of America, MusicFIRST, and the PROs as-
sume the position that Pandora is a maturing 
publicly traded company and is not entitled to 
special treatment that would help their appar-

stand to lose 85% of their current revenue from 
internet webcasters should the IRFA become 
law. Presumably, the 85% statistic comes from 
the disparity between the 55% of gross rev-
enue Pandora paid copyright holders in FY 
2012 and the 8% paid by satellite broadcaster 
Sirius XM. Pandora claims the statistic is not 
indicative of their goal.
 Nevertheless the RIAA and Music-
FIRST are backing another piece of legisla-

Today Act.17 The bill, introduced by Congress-
man Jerrold Nadler, would require terrestrial 
broadcasters to pay performance royalties to 
sound recording (SR) copyright holders, effec-
tively closing the rate disparity across formats 
in the opposite direction. The Future of Music 
Coalition reported that Maria Pallente, Regis-
ter of Copyrights, “called the lack of a public 
performance right for over-the air (AM/FM) 
broadcasts “indefensible,’” at a testimony be-
fore a House subcommittee on Copyright Act 
updates.

A High Stakes Test

 Of course, Pandora would prefer to 
see internet webcasting rates go down, rather 
than watch other formats pay more (though 
Mr. Westergren has stated that he believes ter-
restrial broadcasts should have to pay a per-
formance royalty to SR copyright holders). 
The National Association of Broadcasters and 

would have to pay more under the competing 
bill.18

 Presumably, Pandora’s management 
is aware of the disparity between their com-
pany and Sirius XM’s ACPU and ARPU, and 

position. It suggests Mr. Westergren and Pan-
dora are indeed manipulating public opinion, 

-
lish a lower royalty rate before it attempts to 
substantially increase its revenue. The com-
pany has been investing heavily in growth and 
user acquisition, which should soon become 

The strategy of reducing variable costs is com-
pletely understandable, as management has 

unethical.
 Speaking about the current royalty 

Herring, revealed, “the rates that (Pandora) 

are set in stone through 2015. Based on those 

good company...It’s all about monetization.”19 
Furthermore, the company has announced a 
change in leadership. Mr. Herring stated that 
departing CEO Joe Kennedy “recognizes that 

-
ness model perspective.”20

 Essentially, this means that change 
is in the air and anything is possible. Pandora 
could become a paid service, or, end up gen-
erating  ten times its current advertising rev-

supported IRFA ideology end up reshaping the 
fundamentals of royalty computation in the 
new media environment by lowering statu-
tory rates, this could easily become yet another 
misery scenario for artists and rights holders.

Endnotes 
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it pays for content.  Sirius grosses $142.64 more 
per user than Pandora. What are they doing dif-
ferently?

monthly fee depending on whether a user desires 
access in their car, wants to listen online only, is 
a business, or prefers a greater variety of chan-
nels and content types (i.e. comedy and sports). 
Pandora believes that only 20% of listeners pay 
for music, and that the greater opportunity lies 
in the 80% who do not.13 Pandora’s mission is to 
capture the non-paying listeners and then mone-
tize them by increasing the amount of advertising 
they must hear in between songs. However, the 
soon to be launched iTunes Radio will be com-
peting with them for this market, and are offering 
artists better deals. Thus, artists must ask them-
selves if they are willing to subsidize Pandora’s 
chosen strategy. Apparently, many are not.

Opposites Unite

 Artists, publishers, record labels, and 
the PROs are furious with Pandora and the In-
ternet Radio Fairness Act (IRFA). After experi-
encing devastating losses from the devaluation of 
recorded music over the last decade, these stake-
holders are not happy about taking any more pay 
cuts. In December 2012, Rihanna, Billy Joel, 
Katy Perry, and over 100 other artists signed 
an open letter in opposition to the IRFA.14 This 
helped prevent Congress from coming to a vote 
on the bill. However, the IRFA is far from dead.
 In May, many Pandora artists received 
a letter from Mr. Westergren, encouraging them 
to sign a letter of support for rate parity across 
all platforms.15 Mr. Westergren, who positions 
himself and his company as a champion of art-
ists, claims that Pandora helps many thousands 
of independent musicians reach listeners who 
would never otherwise hear their music, i.e. the 
platform is a promotional tool. The IRFA, he be-
lieves, will help ensure a prosperous future for 
internet radio and preserve the newly-leveled 

 This has resulted in another industry-
wide backlash. Roger Waters and other mem-
bers of Pink Floyd blasted Pandora in an op-ed, 
published by USA Today, for attempting to trick 
artists into supporting the act. “Widespread art-
ist opposition stopped them last year, so this year 
Pandora is trying to enlist artists support for their 
next attempt at passing this unfair legislation,” 
Pink Floyd wrote.  The article continues, “a mu-
sician could read this ‘letter of support’ a dozen 
times and hold it up to a funhouse mirror for good 
measure without realizing she was signing a call 
to cut her own royalties to pad Pandora’s bottom 

Pandora’s Provocation (cont.) 
(FROM PAGE 6)
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Brandon Martinez on YouTube

By Emilie Bogrand

 INDMUSIC helps independent music 
content creators monetize their YouTube views 

to their content. Current channel partners in-
clude Decon, Mad Decent, IAMSOUND, okay-
player, Baeble Music, Brendan Benson, and 
ClaraCMusic. INDMUSIC most recently pio-
neered monetizing viral media in real time for 
Baauer’s “Harlem Shake” with Mad Decent, 

on the Billboard Hot 100 and over 1.2 billion 
views on YouTube.
 Brandon Martinez founded INDMU-
SIC in 2011 with Jon Baltz (VP, Administra-
tion), Allen Debevoise (CEO, Machinima), 
and Guy Oseary (Partner, Untitled Entertain-
ment). Previously, Martinez was the Head of 
Digital Media at Abrams Artists Agency, a 
top 10 bicoastal talent & literary agency. He 
was an inaugural member of the International 
Academy of Web Television as well as the Blue 
Ribbon Panel for the Streamy Awards. In 2012, 
Martinez was asked to join the board of Digi-

Billboard Magazine.

MBJ: What does it mean to be a music “net-
work” on YouTube?

Brandon Martinez: The term “multi channel 
network” is esoteric to YouTube.  MCNs are 
companies that are built on top of the YouTube 
platform and we have a special network agree-
ment with YouTube that allows us to aggregate 
channels. Zynga, for example, initially built 
their games on top of the Facebook platform.  
This is similar.  Basically, YouTube has built 
tools that allow us to build our company.

MBJ:  Some have compared you to Vevo.  
How are you different?

BM: We’re the same in that we are aggregat-
ing channels.
 However, we don’t own any of our 
partners’ IP, content, or even the channel itself. 
To the everyday viewer, our involvement with 
our channel partners is pretty much invisible.  
There’s no rebranding of a channel.  We feel 
that our partners have built really solid brands 
and/or the artist has cultivated their image.  So, 
who are we to come in and build ourselves on 
top of their brand?
 Another way that we are different 
from a company like Vevo is that we have huge 
transparency with our artists.  When you’re 
doing a channel through Vevo, Vevo actually 

owns that channel and they’re uploading all 
the content for you.  We look at ourselves as 
more consultants or strategists on the YouTube 
platform.  We’re empowering our partners to 
build their businesses.  So they have transpar-
ency into all of their views, revenue, geograph-
ic data, and all of the information that YouTube 
makes available. 
 Then there’s also the personal touch.  
We have channel strategists who work one on 
one with our partners to build strategies based 
on whatever they have going on – whether that 
is a new album, tour, or even just a new video.  

They want to make sure they’re tagging that 
video appropriately and that they have all the 
right metadata in there.  Whatever it is, we’re 
here to help them build their brand and their 
audience on YouTube.

MBJ: YouTube used to represent free mar-
keting for musicians and a path towards 
making money later.  Now, it’s becoming 
a direct revenue stream.  What is YouTube 
doing to make that into a reality?

BM: A lot of things.  The YouTube Partner Pro-
gram allows many musicians to monetize on 
the platform by running ads.  So even if you’re 
still building your brand and each video that 
you put up only gets a couple thousand views 
or a couple ten-thousand views, it’s about ag-
gregation and the long-term.  The more con-
tent you post, the more people will start tuning 

an audience, which ultimately allows you to 
learn more about your audience and who is 
watching your video and then serve them bet-
ter ads so that they’re more engaged with the 
advertising.
 We try to help our partners realize 
that if they’re on Spotify, Rdio, MOG, Deezer, 
or whatever it is, you should be on YouTube as 
well.  You should put every piece of content 
up on the platform because there’s an oppor-
tunity to monetize it. 
 More importantly, this is the only 
music streaming service where the more ac-
tive you are on it and the more you engage 
with your content and viewers, the more mon-
ey you’re actually going to make.  That’s be-
cause you’re actually cultivating an audience 
there. 
 That can then also translate off-
platform as well by having the appropriate 
metadata in the back-end.  For example, as an 
MCN, we are able to add ISRC codes.  The 
code auto-generates a “buy” link at the bottom 
right-hand side of the video, which encourag-
es the audience to go buy the single or album 
on iTunes, Amazon, Google Play, or wherever 
it’s sold. 

that we did with “Harlem Shake”.  Because 
we had that ISRC code in there, every user-
generated video that was matched to that orig-
inal piece of metadata also has a “buy” link 
in there.  So even if only a fraction of the 1.2 
billion views bought the single, that is still sig-

 You can also do things with “anno-
tations”.  You can annotate out to core sales 

merchandise, something on your own website, 
whatever it is. 
 The important question is: once you 
have that YouTube view, what are you going 
to do with it after that? Do you encourage your 
viewer to go watch more content, subscribe to 
your channel and tune in every week, or buy 
tickets to your tour when you’re in town? You 
have to think about it as a long-term process. 
 There are a lot of tools available and 
I think a problem is that the music industry, 
especially the independents – whether that’s 
labels or artists – just haven’t thought about 
YouTube in this sort of way.  So we try to 
teach our partners how to better use those 
tools. 

(CONTINUED ON PAGE 9)
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10% are blogs or content-creators (people 
who do interview shows and things like that) 
and the rest are all independent artists.  Some 
of those artists are still growing and some are 
bigger names that have recently gotten their 
rights back. 
 Even for the artists that already 
have some sort of deal - whether it’s distribu-
tion or publishing or whatever it is, we want 
to work alongside the music industry and not 
step on anyone’s toes.  For example, if those 
deals only exist in one territory, we can pick 
up the other worldwide territories and make 
sure those are being claimed.  And/or we can 
possibly do things better, so we can pay you 
and then you can pay your distributor.  This 
puts the power back into the hands of the art-
ist or the label. 
 We’re also receiving a lot of ques-
tions and phone calls from distributors and 
publishers who are curious to know if we 
can help them do a better job of understand-
ing the YouTube landscape and scale it bet-
ter.  So we’re combining forces.  They have 
the scale, artist, and rights and we have the 
know-how, the ability and execution. 

MBJ: So if I own rights to music, what 
does it mean to “partner” with you? Do 
you take any ownership/control of my 
copyrights or do you simply collect a com-
mission based on whatever money you can 
bring in via YouTube’s ad revenue? How 
are the deals generally structured?

BM: Our deals are very straightforward.  It’s 
all revenue-share.  There’s never any upfront 
cost, you don’t pay us any money.  We col-
lect a percentage of the revenue that comes 
in from YouTube.  We focus so much on the 
optimization of a channel because that’s how 
the revenue is going to increase. 
 Without a network, the CPM (cost 
per thousand viewer rate) of your video is 
typically around 25 cents.  When you join a 
YouTube network, that CPM can rise up to 
about 5 dollars or more.  If we can get you 
above that $5 mark, we feel that it’s the active 
work on our part that’s helping the revenue 
increase and so we move to a rolling scale 
from there. Those higher revenues really only 
come when you’ve been working on your 
channel and are actively trying to build it.  
You can’t simply join a network and watch 
your CPM majorly increase.  Those higher 
CPMs are out there, but only when you’re 

MBJ:  Before “Harlem Shake” went viral, 
you already had a partnership in place with 
Baauer’s label, Mad Decent.  Did you sus-
pect that the song would go viral?

BM:
-

ration.  You never know what’s going to take 
off when.
 Another Mad Decent partner, Rusko, 
is really popular internationally, especially 
with gamers.  So we get a lot of user-generated 
videos where gamers are literally showing the 
number of kill shots they’ve gotten on Call Of 
Duty with a Rusko song playing in the back-
ground.
 Diplo has a song called “Express 
Yourself”.  In the video he has a girl stand-
ing upside down doing the booty clap.  And it 
became a thing across the Internet where girls 
started posting videos doing that dance move 
to his song.  All these things just sort of take off 
on their own.

MBJ: INDMUSIC launched in August 2011 
- tell me a little bit about how you got started 
and about the members of your team.

BM: We have a team of four full-time and 
we’re slowly building an army of interns.  And 
because we’re growing, we’re hoping to bring 
them on board soon.  In terms of how we start-
ed, I was actually a talent agent in L.A. – one 

ran the digital department for Abrams Artists 
Agency, primarily working with writers, direc-
tors and producers and big YouTube channels.  

multi-channel networks on YouTube.
 Allen Debevoise is their CEO and I 
got to know him well.  He also invested in some 
other companies including StyleHaul, which is 
a fashion/beauty network and DanceOn, which 
is a dance network.  I did deals with those com-
panies as well and so I kept running into Al-
len.  We built a friendship from there.  We had 
dinner one night and talked about these niche 
markets within YouTube and it dawned on me 
that I have always been a music guy at heart.  
I realized that there were opportunities in the 
music space related to what Allen was doing in 
other niche markets. 
 I brought on board one of my best 
friends from college, Jon Baltz.  Jon and I 
had booked bands and shows when we were 
in college.  We actually became friends argu-

ing over bit rates of MP3s when that was still 
a thing.  Jon has also been in bands, managed 
bands, managed venues and is very involved in 
the music space.  There is nobody better that I 
can think of to work with – I have all these big 
ideas and he brings me back down to earth. 
 So we put together an idea and pitched 
Allen on it.  Allen was in and brought on Guy 
Oseary, who is Madonna’s long time manager 
and former CEO of Maverick Records, and just 
a really big guy in both the digital and music 
spaces.  And so, the four of us became the co-
founders.

MBJ: Are you trying to raise funding?

BM: Yes, we’re in the middle of fundrais-
ing right now.  It’s been pretty common to 
see MCNs build and then raise money when 
they’re at about the stage that we are at.  “Har-
lem Shake” certainly helped us get to this point.  
So, we are talking to VCs and also to potential 
strategic partners.  It’s an exciting time.

MBJ: Last week, you announced that you 
have partnered with 9 more record labels 
and management companies.  What does this 
mean going forward?

BM: We’re continuing to build scale.  More 
and more we’re being approached by every-
body from publishers to labels to indie artists-
-and we talk to everybody.  A big part of our 
job is education – letting people know about 
the system.  I think people realize quickly that 
we’re knowledgeable on both the YouTube and 
music sides.  We do a lot with rights manage-
ment and so a music company sees a kind of 
kinship there.
 I think that the number one question 
besides “how can I make money on YouTube?” 
is “how can we get more views and more vis-
ibility for our content?” So, promotion is a big 

build their audiences on and off the platform.  
Our goal for 2013 was to help an artist strike 
out into the mainstream and  we did that in Feb-
ruary.  So now the next step is to do that again, 
analyze how we did it, what we did well and 
what we can do better.

MBJ: Can I sign up with you as an indie art-
-

lisher, etc?

BM: Of course.  Of the 220 partners that we 
currently have, about 10% are labels, another 

(FROM PAGE 8)
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  The Eurovision Song Contest is 
considered the most watched non-sporting 
event in the world, reportedly gathering an es-
timated audience of 125 million worldwide. 
Member nations of the European Broadcast-
ing Union (EBU) nominate a single song to 
represent their country once a year and, in its 
latest iteration, on May 18, 2013, the Eurovi-
sion contest celebrated its 58th winner since 
1965 in front of multi-generational audience 
that cheered on beyond Europe.

Background

 Originally, the contest was an at-
tempt to unify a fragmented post-war Eu-
rope, while testing the scope of new broad-
casting technology in the 1950s. The EBU 
cleverly created a song contest as a means to 
generate content and test the hardware. The 
show proved itself a hit for broadcasters.
 Contestants are chosen from any 
active member nation of the EBU. The 
membership curiously includes numerous 
non-European countries like Israel, Arme-
nia, Morocco and Azerbaijan. This is due to 
the fact that the EBU’s boundaries extend 
beyond the continent’s geography.
 Members of the EBU belong to 
national broadcasters’ associations, such 
as the BBC in the United Kingdom.  Once 
approved, the participating broadcasters of 
each country have the task of nominating 
a single entry, selected domestically. This 
means that each participating country orga-
nizes an internal contest wherein aspiring 
performers compete to become that nation’s 
Eurovision representative. Generally, this 
internal selection process is done through a 
nationwide public vote, because it is impor-
tant for the broadcasters to enter the Euro-

vision contest with 
a sizable domestic 
audience. That’s 
why, in some cases, 
a country’s national 

more popular than 
the Eurovision con-
test itself. Sweden’s 
“Melodifestivalen” 
has become that na-
tion’s largest enter-
tainment event.

Pointing out the 
Winner: A History

 For much of 

participants performed their respective song 
in a single live show. However, the number 
of participant nations began increasing dra-
matically during the early 1990s, after the 
fall of the Berlin wall and the collapse of 
the Soviet Union.  It got to a point where a 
single live show was not enough to showcase 
every song; neither was it feasible to extend 
the show. As a result, there were several at-
tempts to create different pre-selection sys-

-

same with the exception that only the coun-
-

nals round were allowed to vote.
 The way a winner is determined 
results from a point-awarding system. Each 
country is allotted a set number of points 
to be distributed amongst the participant 
songs. Countries are precluded from award-
ing points to their own entries. Who awards 
the points and the number of points available 
for distribution has varied over the years. 
For most of the contest’s history, the voting 
method has consisted of  a small group of 
country representatives serving as jury mem-
bers. The group is tasked with allocating 
points and ranking the entries accordingly. 
In 1997, the voting system changed, allow-
ing countries to cast votes by telephone. As 
a result some countries continued to submit 
votes by jury while others transitioned to 
public “televoting” channels. From 2004 to 
2008, televoting became the primary voting 
method and juries were only needed in case 
of malfunctions or weak telecommunica-
tions systems. The current voting system is 
a 50/50 combination of televoting and ju-

ries consisting of music professionals. Once 
the tallies of a nation’s televote and jury are 
combined, 12 points are allocated to the song 
with the best score, 10 to the song in sec-
ond place, 8 points to the third, and so on 
until 1 point is awarded to the tenth song in 
the ranking. This system was initially imple-

2010.

Eurovision Economics

 The Eurovision contest has ex-
tremely high production costs and in order 
for the EBU to successfully organize the 

-
perative. EBU receives its sustain through 

The contribution fee varies between mem-

broadcaster itself. It is known that the mem-
bers from Germany, Spain, UK, France and 
Italy are the largest contributors to the EBU. 
Those countries are referred to as “The Big 
Five” and since 2000 that group has had clear 

the pre-selection rounds. Along with these 
-

comes the hosting country and automatically 

Europe has resulted in several countries pull-
ing from this year’s contest citing the crisis 

-
though this was not always the case: Turkey, 
for example, decided not to participate this 
year because it believes the top countries 
have an unfair advantage.

It’s Not Just About The Music

 Besides being a song competi-
tion, Eurovision for geopolitical integration. 
There is statistical proof that regional block 
voting does indeed happen very often. This 
process started to be noticeable in the mid-
90s and accelerated after the turn of the mil-
lennium. It’s debatable if collusive voting 
happens due to a de facto political alliance 
or if there’s a tendency of neighboring coun-
tries v “Must the Eurovision Song Contest 
go on?” http://www.usatoday.com/story/
life/music/2013/05/17/eurovision-song-
contest-2013/2210573/ oting for each other 
because they are culturally close. The fact of 
the matter is that block voting can end up in-

By Eduardo Loret de Mola

Europe’s Storied Song Contest
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-
ample, “in 2003 and 2005, the Balkan Bloc 

contest to a Balkan Bloc member, which 
would not otherwise have been the winner.” 
The Balkan Bloc is an example of a con-

in the 2005 edition: Turkey, Bosnia-Herze-
govina, Croatia, Slovenia, Macedonia, Al-
bania, Serbia and Montenegro, Greece, Cy-
prus and Romania. Other established blocs 
are The Warsaw Pact (Poland, Ukraine and 
Russia), and the The Viking Empire (Lithu-
ania, Latvia, Estonia, Finland, Sweden, Den-
mark, Norway and Iceland). This can be a 
concern for other countries, such as the UK 
or France, which could have trouble winning 

contributions.
 Politics and music clashed in 2005 
when Lebanon pulled out of the contest 
because it refused to broadcast the Israeli 

this year, when Azerbaijan didn’t award any 
points to Russia’s contestant while the for-
mer gave the maximum possible 12 points 
to Azerbaijan’s. This caused a diplomatic 
row between the two countries: Russia was 
deeply offended and started to allege that 
vote rigging had occurred. The Foreign Min-
isters from both countries held a joint press 
conference where the Azerbaijani represen-
tative, Elmar Mamedyarov, stated that the 
televoting results from his nation’s three mo-
bile operators had put Russia in second place 
after Ukraine and that he had no idea what 
had happened with the votes. In turn, Sergei 
Lavrov, Russia’s Foreign Minister, angrily 
responded that ten points were stolen from 
the Russian contestant and that they would 
coordinate their actions with the Azerbaijani 
side so that this outrageous action was not 
left without a response. Jon Ola Sand, Euro-
vision’s executive supervisor, explained that 
“the combination of televotes and jury votes, 

outcome, did not result in a top 10 position 
for Russia in the overall result from Azer-
baijan, therefore, Azerbaijan awarded Rus-
sia no points.” It would be hard to imagine 
the British Foreign Minister or the president 
of France getting so upset over a song con-
test. 

The Show and the Music Industry

 Winning Eurovision might mean 
having a great platform to launch an artist’s 
career, but this is not necessarily so.  On the 

contrary, most of the contest’s winners have 
gone unnoticed. There are a few notable ex-
ceptions, though. Sweden’s ABBA in 1974 
and Canada’s Celine Dion, representing 
Switzerland,  in 1988 (when Dion won with 
the song Ne partez pas sans moi).  There 
have also been cases where the winner was 
a previously successful artist. For example, 
Katrina and the Waves, representing the 
United Kingdom, won the contest with the 
song Love Shine a Light in 1997.

produce the show, considering Europe’s cur-

neutral impact on recorded music sales.  
However, the contest seems to be a perennial 
manifestation of Europe’s unity. National 
prestige is another driver, especially for na-
tions that are not considered economic or po-
litical powerhouses. Others criticize the vot-
ing system and its underlying bias towards 
bloc balloting, while others consider the 

likening it to shows like “American Idol” or 
“The Voice”. In a culturally aware Europe, 
Eurovision pop may not be universally en-
joyed.
 Yet the fact is that TV audiences 
keep coming back and justify the endeavor. 
There is still something arty, amateurish, and 
regional about the show, and the plurality of 
Europe’s many languages and cultures may 
need a mass media event like it--much more, 
for instance, than America may need “Idol”.

Endnotes
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active on your channel and trying to build a 
presence.

MBJ: How do CPMs work?

BM: CPMs are based on a lot of different 
things and Google/YouTube never reveal 
what that secret sauce is.  But the more ac-
tive and engaged you are on your channel - 
whether that’s posting content or even just 
commenting back to your partners or on oth-
er peoples videos, “favorite-ing” or “liking” 
things – you’ll see an increase.  It’s about 
building an audience on your own channel 
so that YouTube has more information about 
who that audience is so that they can better 
serve ads.

MBJ: In closing, the Internet has histori-
cally been a scary place for musicians.  It 
has turned the traditional music business 
upside down and there is a lot of debate 
surrounding the royalties paid out by In-
ternet streaming services.  On the other 
hand, many of those online services are 
struggling to break even.  Sometimes it 
seems like there isn’t enough money for 
anybody.  Do you think that the work 
you’re doing with YouTube can help pave 
the way for healthier relationships be-
tween content holders and online services?

BM: Absolutely.  There are two critical 
points here.  One is about the aggregate.  The 
music business is no longer just about selling 
a ton of records.  Rather, it is a combination 
of efforts including touring, sales, streaming, 
merchandising, licensing, etc.  All of those 
different things play key roles in the success 
of an artist today.  And, I think that as one 
of those takes off, you’ll see the others take 
off as well.  So it’s about a combination of 
services and also about artists wearing their 
entrepreneurial hats and being actively in-
volved in the business side of their career.
 Two, we’re helping with that by 
being transparent.  We’re providing our part-
ners with information and data that will al-
low them to build their own audience, grow 
their revenue streams, and really see where 
that growth is and how they’re growing. I 
think that if artists do their part and we do 
our part, they’ll see that value, increase that 
revenue stream, and also increase other rev-
enue streams across the board.

Martinez (cont.)
(FROM PAGE 10) (FROM PAGE 9)
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Pre-Streams and Album Releases

 Signed and established artists are 
now offering free access to their music ahead 
of an official release. In particular, streaming 
an album before it hits the market is becoming 
a trend, whether it is through NPR, Amazon, 
iTunes, or Pandora Premieres. 

 iTunes and Pandora are the biggest 
launch pads. iTunes  locks the listener into a 
continuous album stream, while Pandora al-
lows users to skip songs and return to previ-
ous tracks. Still, streaming through iTunes is 
more attractive for an artist and their label, as 
the company  has the credit card information 
of millions of account holders. The “buy now” 
button enables the transaction to take place in 
ten seconds, and no additional user informa-
tion is required. It is ideal for pre-orders.

 Today’s up and coming artists are 
well acquainted with the promotional tool 
of free music.  A current example is Toronto 
based singer-songwriter The Weeknd, who re-
leased three albums for free before signing a 
recording contract with Republic Records at 
the Universal Music Group. He earned rave 
reviews and a strong following, which in-
creased his leverage with the label.  In place 
of new material, The Weeknd’s first release for 
Republic, Trilogy, was re-mastered collection 
of his three independent releases and an addi-
tional three new tracks. Sales have approached 
300,000 since the album’s launch  in Novem-
ber 2012, a sizeable figure notwithstanding its 
status as a free good for over a year.

By Nina Thistlethwaite

 Not long ago, finding free music to 
listen to was only possible through the radio 
or by going to a venue and seeing live music. 
With the speed and ubiquity of the Internet, 
buying music is, perhaps, no longer the neces-
sity that it was. Free, ad-supported streaming 
services like Spotify are growing in popularity 
and feature comprehensive catalogues, which 
may end up dethroning physical and download 

-
den. When record labels and artists stream an 
album before it hits the shelves, they are not 
just encouraging pre orders, though. Unlike 
leaked versions, artists can broadcast their mu-
sic at high quality, which gives integrity to the 
final product.

 After a seven-year absence from 
the music scene, Justin Timberlake’s 20/20 
Experience became one of the most antici-
pated albums of 2013. It was made available 
for streaming in its entirety through iTunes a 
week before it’s official release on March 19th. 
The record became “the most pre-ordered and 
the fastest-selling album in iTunes’ history”, 
producing an impressive 968,000 copies by 
the end of the first week of sales – an accom-
plishment worth noting in today’s climate, 
where most artist are struggling to move half 
a million copies in their debut week. Industry 
experts had predicted a successful release for 
Timberlake; in the event, it became the best 
selling album of 2013.

 Timberlake had only released two 
singles prior to the album: Suit & Tie, featuring 

Jay-Z on January 15, and Mirrors, on February 
11th. He also promoted the record at a num-
ber of different appearances, including per-
formances on Saturday Night Live and at The 
Grammy Awards. Both must have enticed fans 
to stay tuned for the official March release. 
Part two, The 20/20 Experience: The Com-
plete Experience is due out September 30th , 
six months after part one.  Fourteen US dates 
alongside hip-hop superstar Jay-Z, as part of 
the Legends of the Summer Tour, should take 
care of the album’s promotion, and, after the 
current summer tour is over, Timberlake will 
return to the road to perform solo his new re-
lease. The 11-track album is already available 
for pre-order on iTunes, but whether it will be 
streamed ahead of time is yet unknown.

 Another pre-release streaming suc-
cess is Random Access Memories by Daft 
Punk. The record sold 339,000 copies during 
the first week of sales. The release was simi-
lar to Timberlake’s in that it was available for 
streaming on iTunes a week prior to the drop. 
It was equally anticipated, as it had been eight 
years since their previous album Human After 
All.  The only track released before the album 
is the catchy single Get Lucky, which had the 
“biggest streaming day for a single track in 
Spotify history in the U.S as well as the U.K.”
 
 It seems that if people like what 
they hear, they will buy the music. The indus-
try shows that the  “streaming before release” 
strategy is especially successful for established 
acts that have been dormant. However, new-
er artists should not shy away either, as The 
Weeknd shows. The strategy pushed The Week-
nd to the fourth spot on the Billboard 200. 

 More data points may be needed for 
a firm conclusion. However, the evidence so 
far suggests that streaming an album before its 
release is a reasonable strategy. Lately, it ap-
pears to have been paying handsome dividends 
to the artists that embraced it.

Endnotes
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 Iphone and Ipad apps, of course, 
are steadily growing. Since its launch in July 
2008, the App Store has experienced a steady 
increase in the number of new releases, aver-
aging just a thousand per month at inception 
to its current projected peak of about 40 thou-
sand.  With more than a million total applica-
tions and nearly a quarter of a million active 
publishers, the proliferation of apps is, by any 
standard, remarkable. Apps have now become 
part of a well-established consumer culture, 
shaping users’ every-day lives and driving new 
market entrants.
 Music applications for mobile devic-
es have encompassed all aspects of the trade, 
particularly affecting its methods of delivery 
and consumption. Itunes, Pandora, and Spotify, 
for instance, have made the idea of purchasing 
music at retail or streaming as comfortable as 
buying albums in a store. Moreover,  “Album 
Apps”, i.e. applications whose only content is 
a self-contained music product delivered di-
rectly from the artist/label to the consumer, are 
gaining ground.  Rap superstar Jay-Z launched 
his last studio wok, Magna Carta Holy Grail, 
on July 4th in the form of a downloadable app 
by Samsung. Bjork was there before in 2011, 
with her Biophilia for iPad.
 Presently, the use of mobile devices 
as tools of music creation and performance is 
not well established. Nonetheless, overall there 
is progress, and both amateurs and profession-
als are being lured into this new experimen-

Stanford MoPhO or Mobile Phone Orchestra, 
iBand and the British pop singer Gary Go, and 
the iPad lighthearted performance by pianist 
Lang Lang of The Flight of the Bumbleblee.
 It is nevertheless notable that all of 
the steps involved from creation to perfor-
mance could migrate to mobile devices. Even 
though a lack of general standards might make 
an endeavor of this kind impractical in the 
short-run, the promise is there for those that 
will wish to circumvent a high-end profession-
al production. Indeed, the musical solutions of-
fered by mobile devices appear unprecedented. 
The impact could be felt on the sequencing and 
recording of music, the making of synthesized 
sounds, the state of music notation and com-
position, and the widespread use of electronic 
controllers on stage. 
 Mobile devices can now be used as 
Digital Audio Workstations (DAWs) to record, 
edit, mix and export creations of any genre and 
kind. With MIDI controllers becoming smaller 
and smaller, it is possible to simply turn an 
iPad into a mini-studio. Cubasis, by German-

based music tech company Steinberg, Apple’s 
Garage Band, and Auria by Wavemachine 
Labs offer the possibility of creating impres-
sively complex ‘mixes’, from scratch to deliv-
ery. A drawback, compared to a desktop, is that 
the computing power is more limited, but this 
too could change.
 Mobile devices can also be used as 
‘virtual instruments’ for either sampled and 
acoustically-generated sounds, as in WI Or-
chestra by Wallander Instruments and Thum-
bjamb by Sonosaurus, or of synthesized ones, 
employing a variety of different synthesis 
techniques, as in ReBirth by Propellerhead, 
Animoog by Moog Music and Addictive Synth 
by VirSyn.
 When considering music notation 

-
ity of having a direct an immediate response 
to a manual gesture can become an integral 
part of an artistic work, apps can gain a fur-
ther competitive edge. Avid’s Scorch and Fi-
nale’s Songbook, are applications that function 
more as  ‘interactive music stands’ for previ-
ously notated material. But with Notion, by the 
Notion Music group, the user can input notes 
hands-on graphically on the screen and posi-
tion pre-selected durations in the appropriate 
pitch location. Think Music Technology, a 
startup company, has announced the release, in 
the fall, of an application with full handwrit-
ing recognition capabilities.  As with the other 
apps, it is expected that it will be compatible 
with the software of giants like Finale and Si-
belius.
 The apps that are arguably the most 
practical and innovative for music makers are 

three that might make quite a splash in years to 
come.
 Touchable by AppBC offers a way to 
control Ableton’s Live wire-
lessly via an iPad. Live is a 
desktop application function-
ing both as DAW and as a live 
performance tool (hence its 
name), and it gained, since its 
launch in 2001, a great deal of 
popularity in electronic mu-
sic genres. Touchable, then, 
would uncover paths for vari-
ous possible ‘hardware-free’ 
performances.
 Traktor DJ, released 
in February by German music 
tech giant Native Instruments, 
is the implementation for mo-
bile devices of their widely 

used laptop application of the same name. It 
has a self-contained iPad application and pro-
vides the end user all the tools necessary to run 
a DJ set.
 Mira for iPad, an app that enables 
wireless control of MaxMSP patches and 
standalone applications, was just released in 
San Francisco. MaxMSP is a visual ‘program-
ming language’ that empowers the user to de-
sign and implement his own software devices 
for music synthesis and processing. It is done 
graphically, without writing a single line of 
code. Many artists already make use of it, both 
from popular genres, such as Johnny Green-
wood from Radiohead, and in less mainstream 
music, such as in contemporary classical.  
Mira offers artists the ability to design both 
their own instruments and processors, stimu-
late their creativity, and give them an edge, 
through their special touch-device technology, 
in performance.
 In the years to come, with the in-
cessant increase of computing and storage 
capabilities, it will be possible for music pro-
fessionals to use mobile devices as musical in-
struments, recording platforms, and new per-
formance tools. When the Mark II synthesizer 
was released in 1957, it was reported that or-
chestra musicians were worried their job could 
be overtaken by the new machines, now able 
to replicate the sound of their instruments and, 
ideally, to provide mistake-free performances. 
Yet classical musicians have not stopped per-
forming and new talent came forth as never 
before, producing a golden age of music mak-
ing. Creativity, of course, is timeless, but the 
instruments of musicians change the paradigm 
of how music is made. Apps are quickly be-
coming a tool, and the future of music will 
likely be played, and conceived, with mobile 
devices.

Music’s Future with Mobile Apps
By Adolfo Peduto



14   www.thembj.org August 2013

Volume 8, Issue 5 Music Business Journal

business Articles

A Lackadaisical Google All Access 

 Since the onset of mix-tape driven 
selectivity up through the era of Internet-en-

lagged behind the volatile demands of music’s 
consumers. Streaming services like Spotify, 
Rdio, Deezer, and Saavn offer markets across 

 Streaming’s latest competitor faces 
stiff barriers of entry. Google’s “All Access,” 
an upgrade to the company’s existing Play Mu-
sic service, adds interactive streaming to the 
existing cloud functionality of its predecessor. 
With the recent passing of its discounted debut 
period, All Access is a freshman facing veteran 
alternatives in Spotify and Rdio. It must prove 
itself superior or run the risk of fading away.

 Success for any music streaming de-
pends on three factors: the quality of its inter-
face, the strength of its partnerships, and the 
seamlessness of its integration into everyday 
life.  In order for All Access to succeed, it must 

-
mands of users in each of these three areas. 

 A.
way consumers interact with a service is 
considered a component of User Experience. 
“UX” not only encompasses aesthetics, it calls 
for logically placed content and comfortable 
navigation throughout a service. Spotify, Rdio, 

-
ments and responsive layouts, garnished with 
colorful images and branded with the conven-
tions of modern design. The pages load with-
out complication and maintain their integrity 
across browsers.

 Navigation throughout Spotify’s in-

options without looking at a help screen. The 
same holds true for All Access. However, only 
after combing through the entire Google Play 
page and taking a wrong turn at the company’s 
traditional music store did this correspondent 
get to actually stream something.

 All Access does well to pull through 
with a library function that builds upon its pre-
decessor, allowing users to access the cloud 
and explore their full collection of owned 
music in addition to selections from the All 

stations and recommendations that expand col-
lections and keep music fresh.

 Google’s interface, therefore, is well 
illustrated, organized, and intuitive and for us-

By Kyle Billings

ers familiar with Google Play, All Access is at-
tractive. The drawback is that too many choic-
es may diminish the user’s experience, which 

platform. 

 B. As the intermediary between con-
tent and consumers, the sustenance of a music 
streaming service depends on positive posi-
tioning with both artists and listeners. Users 
are attracted to the utility of the service, which, 
in turn, hinges considerably on its relationship 
with content-providers. Such relations trans-
late into catalogue depth. At the moment, Spo-
tify offers 20 million songs to All Access’s 18 
million.

 Most of the music that people listen 
to comes from the major labels. As the Internet 
continues to encourage a greater depth of mu-
sical taste, music selection will widen, making 
dependence on a wider set of artists likely. For 
a company with Google’s resources, there is 
a remarkable opportunity to reach out to new 
talent. As a competitive content behemoth, the 
company has in the past experienced a tumul-
tuous relationship with the major labels, but 
with its tools and capital, Google has an open 
lane to resonate with artists in ways that Spo-
tify can’t afford to. The company is beginning 
to create appeal for independent artists through 
the Artist Hub service, wherein artists can host 
their music on the Play network in exchange 
for allowing Google a 30% cut of resulting 
earnings. 

 C. At its core, a service’s success is 
based on its ability to integrate seamlessly into 
the lifestyles of a variety of people. Whether a 
user is a casual listener, an obscurity driven fa-
natic, a runner, an international business audi-
tor, or any resulting combination of the above, 
the service should morph to accommodate in-
dividual needs. Spotify recognizes that music 
augments the quotidian and positions itself ac-
cordingly as a soundtrack to life. With mobile 
functionality, a dedicated software application, 

content is rarely out of reach for Spotify’s cus-
tomers.

 Meanwhile, All Access lacks the 
malleability of its competitors. With no free 
service beyond an initial trial month and no 
option to set streaming quality, there is little 
room for casual listeners and more active lis-
teners lack options. The service’s social inte-
gration, driven by the Google+ network, can’t 

compete with the Spotify–Facebook tag team.

into the Google utility belt. Listeners can ac-
cess radio, stream, and purchase music all 
within the Play environment; for those im-
mersed in Google’s network, All Access is a 

 Despite extensive creative input and 
much capital backing, All Access’s pitch to 
the streaming market lacks thrust. After the 
expiration of the $7.99 promotional period 
and the conversion of some price-sensitive 
music streamers, Google seems to offer few 
incentives if any to draw new users.

 Moreover, the company appears 
complacent with its half-hearted approach to 
music. It has the potential to be a great ser-
vice but perhaps refuses to see music as more 
than another source of user data or an asset 

-
ability of streaming, it is likely that allocating 
additional resources to All Access may not be 
feasible yet. Still, with streaming becoming a 
more integral part of entertainment, the future 
of All Access would seem to be more urgent 
than Google makes it.
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