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Editorial

Dennis Collopy’, Peter Tschmuck® and Carsten Winter®

The International Journal of Music Business Research (IJMBR)
tackles a broad range and variety of music business research topics. Its
main purpose and aim is to address issues impacting the music industry
and the music economy from a number of perspectives and using a
variety of different disciplines. The variety of the contributions within
the IJMBR is readily apparent. In this issue that diversity covers the new
options available to three of the key creative players in the music
industry: the artists/music creators, businesses and their customers.
Each article highlights how the creation of value from each perspective
has been fundamentally altered because of the changing role of
users/consumers

In his article "Customer experience management in the music
industry online communities"”, lari Salo develops a compelling strategic
understanding of marketing to users of online communities. Against the
background of one of his own studies he identifies Customer Experience
Management (CEM) strategies that he explores and elaborates on and
notably distinguishes from Customer Relationship Management (CRM).
The strategies identified in his contribution aim either to involve the
customers more (encouraging strategies) or to make them feel better
(smoothing strategies)

! Dennis Collopy is senior lecturer in the Music and Entertainment Industry Management pro-
gramme in the Faculty of Science, Technology and Creative Arts at the University of Hertfordshire
and co-founder of the Music and Entertainment Industries Research Group at the University of
Hertfordshire, UK.

? Peter Tschmuck is professor for Culture Institutions Studies at the Institute for Cultural Manage-
ment and Cultural Studies at the University of Music and Performing Arts Vienna, Austria with a
focus on music business and industry research. He is the author of the book "Creativity and Innova-
tion in the Music Industry" (2"d edition, Springer, 2012).

® Carsten Winter is Full Professor for Media and Music Management at the Department of Journal-
ism and Communication Research (lIJK) at Hanover University of Music, Drama and Media
(http://www.ijk.hmtm-hannover.de/).
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The second article "The new artepreneur — how artists can thrive on
a networked music business" is based on the prize winning presentation
given by Maike Engelmann, Lorenz Griinewald and Julia Heinrich at the
second Young Scholars' Workshop during the 2012 Vienna Music
Business Research Days Conference. They are able to show that, on the
basis of data on employment trends, especially in the classical music
field, as well as interviews with artists, teachers in music education and
classical music students, focusing their training solely on the
requirements of the markets is an insufficient basis to achieve success.
They develop a more complex model structured around the creative
exchange of different types of capital that offer greater prospects for
success for artists through networking activities.

In the third article, "How media prosumers socially innovate today's
new networked music culture and economy", Carsten Winter develops a
new understanding of "consumers" as "prosumers". Prosumers are
growing in numbers, because of their access to digital network media.
Ever since the development of print, electronic, and finally of network
media, consumers have adjusted their behaviours to the availability of
ever more new opportunities. These allow as a consequence new ways
to use and perceive music, and now even to distribute and produce. The
article discusses in detail the dynamics of the development of new
opportunities for prosumers using selected results from a project for the
Berlin Music Commission to identify and develop new value-added
potential and prospects for key people in the Berlin music industry. The
scope of the project enabled the development of a dynamic music value
creation model to demonstrate why and how processes of value
creation between artists and prosumers, are changing and how these
are challenging the music industry.

The IJMBR is aimed at all academics, from students to professors,
from around the world and from all disciplines with an interest in music
business research. Interdisciplinary papers are especially welcomed if
they address economic and business related topics in the field of music.
The IJMBR should also be of interest to musicians, music business
professionals, music teachers as well as policy makers. All articles are
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double-blind reviewed and the three editors from different academic
institutions, covering different research fields, are responsible for finding
qualified reviewers and to assist in the reviewing process. The IJMBR is
published twice a year in April and October and it is permanently
possible to submit papers. The guidelines for paper submission can be
found at the end of this issue.

Finally we look forward to receiving as many interesting papers as
possible and request that you send papers for consideration to
music.business.research@gmail.com.
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Customer experience management in the music
industry online communities

Jari Salo?

Abstract

Online communities provide novel ways to improve current customer experience
management (CEM). Academics and managers alike have been focusing on tradi-
tional CEM activities such as store layout and personal selling but online communi-
ties as a part of CEM is rarely looked into as source of competitive advantage. Cur-
rent research presents how leading music industry companies in Europe are employ-
ing online communities to enhance customer experience. Intended to be of interest
to both academics and managers, the research posits that in any online community
activities aimed at increasing customer value through CEM and offering concrete
customer benefits are valued.

Keywords: Customer experience management, online communities, social media,
music industry

1 Introduction

Customer's media consumption has been changing since the advent of
the Internet. These novel Internet based technologies or Web 2.0 tech-
nologies have had a profound impact on how people behave and con-
sume their time (Shena et al. 2002: Macaulay et al. 2007). Consumers
and especially young consumers are looking for new ways to spend their
time for example by using tablet computers for reading (Kajalo et al.
2011) and companies are searching for new ways to capture customer
attention. Customer experience management (CEM) provides one way

* Jari Salo is a Professor of Marketing at the Oulu Business School. He is also Adjunct Professor at
the Aalto School of Economics (formerly Helsinki School of Economics, HSE). Salo has over 100
publications and some of those are published by Industrial Marketing Management, Computers in
Human Behavior, Journal of Business and Industrial Marketing and Business Process Management
Journal. He holds several editorial positions and he is also the editor in chief of Journal of Digital

Marketing (jari.salo@oulu.fi).
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to grab their attention. CEM is focused on creating experiences around a
product or a service. Schmitt (2003) defines CEM as "the process of stra-
tegically managing a customer's entire experience with a product or a
company" while experience is simply said to be the contact with the
product. Besides taking a strategic focus on CEM we can also look into
more practical ways or processes to improve CEM performance with
different types of online communities. The music industry is fertile
ground for this kind of research since it has been keen to adopt new
marketing and channels, including online communities (Vaccaro & Cohn
2004) and mobile advertising. Different types of online communities,
social web/networking or Web 2.0 applications have mushroomed into
hundreds of different ways for consumers to spend their time on social
networking (Facebook, MySpace, Linkedln, Second Life, Habbo Hotel),
content sharing (YouTube, Vimeo, Flickr, Slideshare) and gaming (World
of War Craft, Sims, Eve online).

Many companies have realised the benefits provided by online
communities; however academic studies addressing the topic are still
scarce. Still, a significant amount of research has identified how online
communities can be used to promote new products (Kim et al. 2005),
generate new ideas for product development (Nambisan 2002) and pro-
duce positive brand effects (Thompson & Sinha 2008). However, less
attention is given specifically to the links between CEM and online com-
munities. It is assumed here, that online communities can increase cus-
tomer satisfaction, which has in many contexts been identified as having
a direct or moderated effect on firm performance (Anderson et al.
1994).

The Internet is one big online community where users can interact
with other users in digitised form with text, audio and video. Earlier on
newsgroups, chat rooms and different type of bulletin boards were used
in text format. Later on, 3D and virtualisation technologies enabled the
emergence of the Habbo Hotel and Second Life type of services where
customers use avatars (Hemp 2006: Mantymaki & Salo 2011). Thus, in
this research, online community is broadly seen as people interacting
with help of technology such as the Internet.
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The purpose of this research is to shed light on how online commu-
nities can be used as part of CEM and especially how online communi-
ties enhance customer experience and sales. Case studies detail how
music companies in the European countries are harnessing Facebook,
MySpace and YouTube for marketing purposes. This study is structured
as follows: firstly CEM and online community literature is introduced.
These are then integrated with a preliminary theoretical framework,
which is then applied to the case studies. Thirdly, the methodology is
presented. Fourthly, the case studies are presented and the results are
discussed. The study concludes with a discussion of limitations and fu-
ture research areas.

2 Customer relationship and experience management

Srivastava et al. (1999) identify Customer Relationship Management
(CRM) as one of the key processes for a company. Two other processes
that contribute to value creation and shareholder value are Product
Development Management (PDM) and Supply Chain Management
(SCM). Later, Zablah et al. (2004) identified five schools of thought with-
in CRM) discussion. These different schools are the process, strategy,
philosophy, capability and technology viewpoints. It can be argued that
each of the five schools of thought is needed to effectively manage cus-
tomer relationships. In here we adopt the definition provided by Payne
and Frow (2004). It states that CRM "is a holistic approach to managing
customer relationships to create shareholder value". Therefore it can be
argued that this approach takes account of strategy creation, the multi-
ple touch-points view to customer and integration of data as well as
assessing the performance of CRM activities.

In recent years there have been arguments put forward in different
but overlapping disciplines within marketing on how marketing as a dis-
cipline should be approached. Some of the scholars propose a nhew do-
minant logic for marketing focusing on services i.e. service dominant
logic of marketing (Vargo & Lusch 2004). Another group of researchers
propose that customer experiences (Caru & Cova 2007) e.g. brand ex-
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perience or online customer engagement experience are what differen-
tiate products based around marketing or service based marketing
dominant logics.

It is however, notable that current academic literature and practical
management utilising sophisticated CRM software are not fully aware of
experiences as the most central influences on the decisions made by
customers. Current CRM systems use past data obtained from different
customer contact points but these lack forecasting capabilities and even
if the best of the breed systems have these capabilities the forecasts are
inaccurate (Meyer & Schwager 2007). Of course traditional CRM activi-
ties and systems are important to actively manage customer relation-
ships but those should be augmented with sophisticated Customer Ex-
perience Management systems (CEM) in which e.g. customer interaction
with a website or webshop is dynamically modified to customer prefer-
ences based on customer data, profiles, click data, cookie data, location
data or other customer indicator data that can be utilised to fine-tune
contact with the customer to best yield sales.

According to Meyer and Schwager (2007) CEM is in many ways dif-
ferent from CRM. CEM focuses on knowledge of what a customer thinks
about the company rather than capturing information about what a
company knows about its customer. CEM requires data collection at
customer points (search engine data, click data, shopping history) rather
than waiting for a customer record to be formed.

There are several competing definitions for CEM but one of the ear-
ly ones is provided by Schmitt (2003). Even though Holbrook (2007) criti-
cized Schmitt for being more of a consultant than an academic, his view
is adopted here. According to Schmitt (2003) "CEM is the process of stra-
tegically managing a customer's entire experience with a product or a
company”. In addition, Schmitt (2003) defines customer experience as
"a customer contact with the product or company". Therefore, CEM can
be seen as one issue that is part of successful CRM activities.

Managerial attention in CEM on a practical level focuses on ways to
improve value and adding experiences whereas on an operational level
it is about managing overlapping CEM actions whilst on a strategic level
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it is about improving overall CEM strategy to gain competitive advan-
tage. The theoretical roots of CEM starts from the work of Pine Il and
Gilmore (1998) and Thompson et al. (1989) focusing on the abstraction
of individual consumer experience. Our study to broaden these ideas
was inspired by ongoing research on online consumer behaviour re-
search (Agarwal & Karahanna 2000: Gentile et al. 2007: Teo et al. 1999).
A number of studies after Thompson et al. (1989) examined CEM in dif-
ferent contexts (Winer 2001: Cruz et al. 2010 for bank industry). Some
authors like Payne and Frow (2004) addressed the issue from a man-
agement perspective and especially on how to manage multiple chan-
nels. Recent studies examined how information technology (IT) can be
used for CEM activities (Novak et al. 2000: Nambisan 2009). Research in
IT facilitated CEM focused on website design and role of IT in services
(Novak et al. 2000). It should be noted that already by 1999 Jeff Bezos
founder of Amazon.com was arguing that providing a compelling cus-
tomer experience is more important online than offline (Bezos 1999).
Still, limited attention is given to CEM in music business and even less
researched are the newer Internet technologies applications. Figure 1
details the constituting factors of customer experience according to Pine
Il and Gilmore (1998).

Figure 1: Realms of Customer Experience (Pine Il & Gilmore 1998)
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Basically, customers can participate in experience creation in two
ways namely active and passive participation. In active participation, a
customer is part of the created experience. This is exemplified in a the-
atrical production when the audience is asked after each episode what is
going to happen next and the audience can influence how the plot de-
velops. At the passive end of the continuum the stage play follows a pre-
determined path planned by the creative director of the play. Another
dimension that can be used to characterize experience is connection
with the experience. Two extremes of the connection are absorptive
connection and immersive connection. For example, when customers
are watching a film and the connection with the film becomes absorp-
tion of that immersion. Basically, whilst we are able to realise what is
happening, we are not actively engaged with the experience. At the im-
mersive end of the continuum we can more easily engage with and re-
late to the experience. Pine Il and Gilmore (1998) presented the ideas of
customer experience and later on these were developed to underpin
CEM activities and strategies. These are then used as a foundation and
synthesized with discussions within online communities.

3 Online communities and customer experience
management

Online communities centre on individuals and organizations which
want to share information and interact with each other. Internet tech-
nologies such as social media (first introduced as Web 2.0) enable the
interaction between consumers using or not using avatars (Hemp, 2006).
Many of these online communities focus on user-generated content
(UGC), which is the key for successful interaction between users (Gan-
gadharbatla 2008). Consumers can post comments on other consumers'
profiles, pictures, videos and even music the others have produced. To-
day, consumers do not limit their participation in online communities
just to the traditional PC or laptop connections since many of the popu-
lar online communities can now be accessed using mobile devices (such
as tablet computers, smart phones) and gaming consoles. Online com-
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munities studied in this research are Facebook, MySpace and YouTube
mainly because music industry companies all over the globe use these
for marketing purposes, on a trial basis — in campaigns and as part of
their social media marketing strategies.

There is plenty of literature on how to categorise different types of
online communities (Armstrong & Hagel 1995: Maclaran & Catteral
2002: Porter 2004: Dholakia et al. 2004). According to Porter (2004)
communities can be created by different organisations or by consumers.
Maclaran and Catteral (2002) point out that companies create online
communities to communicate with their consumers and communities
created by consumers are usually independent from companies. Online
communities promoted and initiated by consumers can have a range of
impacts on companies and the products communities are discussing
(Maclaran & Catteral 2002). Negative word of mouth communication
can easily escalate into a vicious circle that is hard to break while posi-
tive word of mouth is hard to achieve (Hennig-Thurau et al. 2004). Still it
is noted that there is some evidence that digital word of mouth creates
sales (Poyry et al. 2012).

Besides looking into who establishes the online community Arm-
strong and Hagel (1995) conceptualise communities based around the
issues dealt with in the community. Four types of communities were
identified. These were communities of interest, fantasy, relationships
and transactions. Dholakia et al. (2004) categorise communities as a
continuum between network based communities and sub-group based
communities. In the former one common interest of many people will
provide the reason for belonging to a community and in the latter some
individuals have high density of relationships. Common to all of these
studies is the fact that consumers have the feeling of connectedness,
along with possibilities to interact and thus the group identity is formed.

It is suggested here that the effort required by the consumer (i.e.
the amount and quality of work i.e. costs) to participate online commu-
nities also influences categorisation of social webs. For some online
communities a consumer can take considerable time to prepare their
profile and other content posted to the service whilst in other services
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only a little is required to participate within the community. Facebook
has over 900 million users in early 2012 partly because it is so easy to
join, up-date and is rather user-friendly. These issues should also be
taken into consideration when discussing online communities and espe-
cially marketing to these communities. In addition to the effort the so-
cial interaction intensity or customer participation (as in Pine Il & Gil-
more 1998) also varies between communities since in some communi-
ties interaction is essential for the community to survive while in others
social interaction can be rather passive. Online communities have cre-
ated digital environments beyond the imagination of the seminal CEM
researchers. Online communities enhance offline CEM actions but most
importantly online communities enable whole new ways to create new
radically different customer experiences. Figure 2 provides a model of
online communities and the potential for customer experience man-
agement activities. The conceptual framework is developed from Pine Il
and Gilmore (1998) as well as from online community discussion.

) MySpace Habbo hotel
s o
Second Life

5z Facebook
5 n
82
S =
£
3t
£ E . YouTube
ol LinkedIn
e v}
g 3 Vimeo
2 Classmates

§ Services, ITtoolbox Flickr
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Figure 2: Online community taxonomy for CEM
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Figure 2 presents in the X-axis the individual effort required to par-
ticipate in an online community that varies on a continuum from low to
high. The Y-axis presents the degree of customer participation that var-
ies on a continuum from low to high. Figure 2 can be used to delineate
CEM efforts according to the characteristics of the online community.

4 Methodology

In situations where the phenomenon studied in a real-life context is
novel and the the researcher has little or no control over the events, a
case study is the most appropriate method (Yin 1989). Case studies are
also used when novel topics need to be researched and understood ho-
listically. According to Bonoma (1985) a case study is applicable to situa-
tions in which researchers require a deeper understanding, a solid con-
textual sense, and provocation toward theory building. Experience man-
agement in online community presents such a unique situation. A multi-
ple case study method using four cases was employed (Yin 1989). Many
authors (Eisenhardt 1989) suggest that case selection is a decision of
utmost importance for case based research. It is difficult to say, how
many and which cases should be selected and as Romano (1989) ad-
vises, in the end this selection is decided by the researcher. Four cases
were selected from the European music industry based on the fact that
the focus of interest was clearly observable (use of online communities
for marketing) and sound data was available along with access (Marshall
& Rossman 1989).

The case study is defined here as one company's way of using online
community for CEM activities. A case study is composed of all the rele-
vant material gained from the company e.g. interviews, internal memos
and meetings. Four case studies are employed in this study providing the
potential for cross-case analysis to show similarities and differences and
in order to form a more holistical model to explain online communities
and CEM interrelationships (Yin 1989). The chosen multiple case study
approach undoubtedly influences the general applicability of the study's
results (Eisenhardt 1989). However, a rich description of the phenome-
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non is the aim here and empirical generalisations can be suggested as
further research avenues. The empirical part of this study employed
various kinds of data to get rich and detailed primary data on the phe-
nomenon under invesigation. The semi-structured interviews form the
main data source (Arksey & Knight 1999). The persons to be interviewed
were knowledgeable about online community marketing in music indus-
try and some of them conducted such activities almost every day. Data
analysis was conducted accordingly (Miles & Huberman 1984). Data
table 1 is provided below.

Company Position of the  Type of contact Date, and dura-
interviewee tion of interview
Sony Digital director E-mail correspon- April 10, 2008,
dence (2008a) and
telephone interview  April 8, 2008,
(2008b,2010) May 21, 2010
Independent Producer Interview March 4, 2008, 1 h
record company November 9 2009
European record Marketing man- Group interview March 5, 2008, 2 h
company ager and appren-
tice in the Finnish
office
Affiliate of an General Manager  Telephone interview  March 11, 2008,
European record 15h
company
Software com- Chief Executive Interview October 23, 2009,
pany (specializing | Officer 1h
music industry)

Table 1: Interview data: this table illustrates the companies and persons interviewed for
this study. Also type of contact and duration of the interview is presented.

Although other respondents working in the company being studied
could have offered additional viewpoints on the phenomenon under
investigation, it was decided that key informants who had been actively
involved in CEM and online marketing efforts should be interviewed.
Kumar et al. (1993) suggest that when using multiple informants the
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authors increased both the reliability and the validity of the research.
However, using more informants from each case study company could
have furthered argumentation and clearly could have increased reliabil-
ity and validity even further. Data collection has been continued but
here only those interviews conducted in 2008-2010 are presented to
confine analysis into a more precise period. Furthermore the more up-
to-date data has been provided in confidence to the research team. In
addition to interviews, documents, minutes of meetings, industry re-
ports and company visits were employed to triangulate the respondents’
answers (Yin 1989). Data triangulation, one form of triangulation, in-
creases the validity and reliability of the research as contradicting infor-
mation can be evaluated (Eisenhardt 1989). Apart from Sony, the identi-
ties of the respondents and the companies are not revealed for reasons
of confidentiality. Next, four case studies from European countries are
presented and cross-case analysis conducted.

5 Customer experience management in online
communities

5.1 Background - distribution, pricing and advertising changes in the
music industry ecosystem

The Internet has re-engineered the business, manufacturing, and mar-
keting logics of many industries especially movie, game and music indus-
try (Elberse 2008). More specifically, the Internet has had an effect on
the creation and distribution of music (Bhatia et al. 2003). This effect is
manifested through three changes in the industry. Firstly music is in-
creasingly created with computers. This is manifested in emergence of
different types of music genres that are centred on digital music. Sec-
ondly, and more importantly, music is increasingly distributed in a digital
format which is more cost effective than the traditional format, as the
dominant production costs of information goods are fixed rather than
variable (Shapiro & Varian 1999). To elaborate on this, the music indus-
try supply chain has been very static — consisting of three intermediaries
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between the creator of the music and the consumer: the record com-
pany, the distributor and the retailer (Huang 2005: Bockstedt et al.
2006). There are numerous independent record labels in the industry
competing with the large conglomerates Sony with Sony Music Enter-
tainment, Access Industries with Warner Music Group and Vivendi with
Universal Music Group/EMI. Each of these intermediaries between the
artist and consumer naturally adds costs and takes a profit, ultimately
leading to higher product prices. The Internet has eliminated the need
for physical distribution and the retailing of products to some extent,
thus decreasing barriers to entry. In this sense the current music indus-
try is much more flexible and dynamic and this has made way for new
companies and facilitated the establishment of new business opportuni-
ties like Apple iTunes and companies like Spotify. Besides established
artists young artists are marketing their music using services like
MySpace, virtual worlds and online community live shows. Thirdly, the
consumption of music is changing. Consumers listen to music online via
YouTube, share it with friends through Facebook and video clips. They,
consume music while commuting or just for fun. These changes have
made it difficult for music companies to appeal to, in particular, the
younger consumers. Therefore, the music industry has started to make
use of digital marketing especially online community marketing practices
to address this change of logic and consumer behavior. Next the four
cases are presented in alphabetical order.

5.2 Case Study Affiliate

Affiliate focuses on a customer segment that is a bit older than those
presented in later cases. In Finland the Affiliate of a European record
company produces mainly Finnish pop music for adults. Therefore, for
the Affiliate, online communities and social web is not that important a
marketing channel due to the difficulties they have reaching their audi-
ence via the Internet even though online communities are increasingly
attracting more mature users. Nevertheless, the interviewee recognized
the importance of digital marketing and identified a number of commu-
nities for the marketing of their artists. The company is now planning to
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initiate online community based artist marketing trials and campaigns.
As the interviewee puts it "The need for the sense of community will not
end suddenly, so different communities and social networks will retain
their significance in the future. It might not be MySpace or Facebook but
some other services instead." Due to reasons of confidentiality specific
online communities used by the company cannot be revealed here how-
ever, these are similar to say The Beatles community that can be found
on Myspace http://www.myspace.com/thebeatles.

5.3 Case Study Indie

The Indie employs online community opportunities widely for their artist
marketing. As the artists presented by the company are mainly
pop/rock/metal music artists, MySpace and YouTube are the most im-
portant communities for marketing efforts. 'Indie’ is a small independent
music company, which was established in 2005 in Finland, and so, from
the beginning the Internet has been an important marketing channel.
Most of the company's artists have established a profile in MySpace
where users can listen to the band's songs. Furthermore, Additional in-
formation about the band is provided in the profile. Tour dates and oth-
er material e.g. ringtones and wallpapers are also offered for fans and
those who have just accidentally found their profile. On YouTube an
artist's Music videos and Concert performances are shown. One of the
company's artists gained huge success on YouTube in Finland as users
spread the word intensively about the artist's catchy music video and it
fast became one of the most viewed Finnish videos on YouTube in 2007.
This also led to increased record sales for that particular artist. In future
the company has plans to use Habbo hotel in marketing their artists
targeted at younger music fans. Habbo hotel attracts circa 200 million
users of which 11 million are active Habbo hotel customers (Mantymaki
& Salo 2011). The interviewee highlighted that "Almost all our artists are
present on MySpace. It is almost like an obligation to be there nowadays.
There the word spreads effectively via word of mouth. For music videos
and concert performances YouTube is an absolute must." Due to reasons
of confidentiality links to specific YouTube videos cannot be provided
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here however, videos by Indie are similar to e.g. Basshunters videos and
songs such as Boten Anna that caused huge popularity in 2006. This vi-
deo can be found on YouTube
http://www.youtube.com/watch?v=RYQUsp-jxDQ&feature=related.

5.4 Case Study: Europe

Europe is a Scandinavian music company. Their artists represent mainly
pop/rock/metal music genres. They also use online communities for
their artist marketing and have experience of using MySpace, YouTube
and the Finnish community IRC-Gallery and Aapeli virtual game world.
Therefore, a profile on MySpace is created for artists and also in IRC-
Gallery as it is popular in Finland. As with most of the big music industry
actors, music videos are included on YouTube. Profiles and uploading of
videos to YouTube represent the most important marketing efforts in
relation to social web. More specifically, the use of MySpace, IRC-Gallery
and YouTube for business purposes is similar to those described in our
Indie case. Music companies are looking into social media metrics such
as how big audience is attracted by an artist, how many fans have rec-
ommended or commented the artist or if they have clicked to their fan
pages such as on MySpace. The representatives of the company pointed
out that MySpace is useful for networking and internationalisation ac-
tivities. Still, in their opinion, there was little sense of community as
there was little discussion between the users. However, it was pointed
out that the amount of discussion and interaction depends on the com-
munity, and it was one of the issues that should be promoted in each
community, as Facebook does. In the future this music company plans to
further expand social web related marketing activities by exploiting the
possibilities of Facebook and Last.fm in their artist marketing. Our inter-
viewee noted that discussion boards in different music focused commu-
nities or in the artist homepages, are communities in which users share
their opinions, photos from concerts or information about the artist with
each other, and those could be harnessed for marketing. Due to reasons
of confidentiality specific discussion boards cannot be provided here
however, discussion board or online community such as http://irc-
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galleria.net/ is specific for Finnish audience. IRC-galleria has about
500,000 users with mean age of 23 years. There is for example a sub-
community for Metallica band with 13,274 members (http://irc-
galleria.net/community/200258-metallica) if a company targets their
marketing to heavy metal fans.

5.5 Case Study: Sony

Sony is a mult-inational company and its Strategic Business Units (SBU)
own numerous record labels worldwide. International artists repre-
sented by the company include, among others, Beyoncé, Britney Spears,
Kelly Clarkson, Bruce Springsteen and the Foo Fighters. In addition to
traditional media (radio, television and print) Sony considers the Inter-
net to be an important channel for music marketing. Often the market-
ing campaign or promotion of an artist or concert tour is first initiated
via the Web and subsequently followed up using other media. This is the
opposite of the traditional approach. The Interviewee from Sony identi-
fied the advantages of digital marketing as including the ability for
speedy communication and the ability to quickly update material and
communicate with customers that are hard to reach. Other more diffi-
cult to evaluate benefits identified in employing online communication
were interactivity, cost efficiency and the sense of communality. How-
ever, the fragmentation of media and changes in communication behav-
ior of customers has contributed to the exponential increase in the vol-
ume of communication consumers are exposed to. This means attracting
consumers' attention is a recognised challenge in the music industry.

As usage of online communities for business purposes is a relatively
new phenomenon, Sony Corp. has not yet drawn up an overall digital
marketing strategy. Due to the rivalry between record labels, the com-
pany is reluctant to reveal its precise future strategies. From the market-
ing point of view however, it is essential to engage with consumers in-
volved in the social communities, i.e. one must understand how a par-
ticular community works. According to Sony, important online communi-
ties include Facebook (http://www.facebook.com/SonyMusicFinland),
MySpace artist Hanna Pakarinen see
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http://www.myspace.com/hannapakarinen) and the Finnish IRC-gallery,
the Tune.fi website, artist websites (see e.g.
http://www.hannapakarinen.fi/) and last but not least YouTube
(http://www.youtube.com/artist/Hanna Pakarinen?feature=watch vide
o _title ). Sony's digital team makes artist specific decisions on which
mediums to use for each occasion. The plan is to provide interesting
content aimed at different target groups. The interviewee highlighted
that through digital marketing Sony aims to bring added value to con-
sumers, making available tools for enhancing communication between
the company and its customers, alongside providing a means of self-
expression for the consumers.

Advance listening of albums through MySpace have been used for
marketing purposes since the early 2008. Usually, for a period of one
week consumers are given the opportunity of listening to albums free of
charge before the official release date. Sony also plans to introduce a
concept called Secret shows, which is already live in the MySpace US.
The idea is to promote secret events and sell tickets to them on MySpa-
ce. According to the informant, the identity of performers is kept a se-
cret till the actual event takes place — the goal being to match perform-
ers to consumers' high expectations. In addition to these marketing ac-
tions Sony, along with other major record companies, has negotiated for
a service called MySpace Music in which consumers would be able to
stream music free of charge. The service would include a music store
from where consumers could buy downloads for their personal com-
puters and PDA devices. The intention is to sell music files in MP3 format
compatible with most music players. As tracks sold through iTunes are
only compatible with Apple's iPod devices, MySpace Music might prove
to be a prominent competitor for iTunes, as well as other legitimate
music distribution services.

In 2008 and early 2009 the popularity of Facebook sky rocketed in
many countries and Sony's marketing efforts in Facebook were still in
the test phase. The company has created 'Become a fan' pages for its
artists and searched for means to increase the number of members in-
volved in these communities. Facebook offers the potential to carry out
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carefully designed ad campaigns, since advertising can be targeted ac-
cording to users' age, sex and interest areas. For example, if users' fa-
vorite music is reported in their profiles or they are members in some
fan communities, an advertiser can use this information when designing
a targeted ad campaign. However, Sony has not initiated massive cam-
paigns to market to the fan communities it founded. Instead, the com-
pany has monitored how the number of members develops without
making a big financial investment. The interviewee pointed out that they
have faith in word-of-mouth marketing taking place between consum-
ers.

Besides, the official marketing campaigns and plans employees at
Sony also use their personal networks to carry out viral marketing ac-
tions. One of these marketing actions is to use Facebook to transmit
messages about interesting artists to their friends and business partners.
Often times these messages include links to artists' MySpace website
and videos uploaded on YouTube. The informant noted;"Sony regards
viral marketing as an easy and cost efficient way to market artists in
online communities."

6 Results

The aim of this research is to cast extra light on how online communities
can be used as part of CEM and especially how online communities en-
hance customer experiences. The use of Case studies and the literature
review were employed to gain further knowledge on this topic. In brief,
the music companies in Europe and all over the globe are systematically
evaluating the potential for digital marketing especially to online com-
munities for making their business more lucrative for their shareholders
and their artists. Table 2 draws together the case companies' ways of
using online communities to enhance customer experience.

The companies need to balance the costs and benefits of digital
marketing. In addition, having a straightforward digital marketing strat-
egy is of utmost importance to those planning to engage in online com-
munity marketing activities more heavily. The common element underly-



24 International Journal of Music Business Research, Oct. 2012, vol. 1 no. 2

ing all themarketing efforts is that integrated and interactive marketing
communications are offered to customers; meaning that digital channels
are complementing, and in some areas substituting for, traditional chan-
els in a way that creates added value for the consumer. It seems that
those music industry companies whose customers habitually use the
online communities like Facebook, MySpace and the YouTube can gain a
significant advantage by employing digital marketing in CEM. Neverthe-
less caution is needed as some companies like Affiliate gain little by us-
ing online communities as CEM vehicle. Various ways of deploying digital
marketing or online communities were identified in this study. Figure 3
integrates the forgoing discussion onto a framework that is applicable to
both managers and online community marketers.

Online community Sony Indie Europe Affiliate Online
marketing actions community
metrics
Asking to join a X X X Ratio of
community invitations and
number of new
members
Advertising new X X X Amount of clicks
songs and albums to specific
landing website
Promoting concerts X X X X Amount of

tickets sold e.g.
with campaign

code
Advertising fan X X X Amount of sales
merchandise attributable to
specific ad
Up loading videos to X X X X Brand
e.g. YuoTube awareness and
equity
Asking to tell friends X Number of

invitations and
amount of new
fans
Advance listenings X Number of
downloads

Table 2: CEM activities conducted by the music industry companies in the online com-
munities and their effectiveness
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As a result of the case studies and developing the theoretical fra-
mework we can identify two strategies that are suitable for customer
experience management with the help of online communities. These are
labeled here encouraging (black arrows one and three) and smoothening
(blue arrows two and four).

= MySpace Habbo hotel
= =
% % Facebook Second Life
=2 =
= [IE: 1
S5 1
g £ 4q | 3
o — i ————d
5 S Linkedin v YouTube
3 o
o @ 2
Classmates Vimeo
= Services, ITtoolbox
= Flickr
Low High
Individual effort
-content creation, updating and sharing
————> Encouraging —— > Smoothening

Figure 3: Customer experience management strategies in online communities

The Encouraging strategy illustrates how CEM can be used to mi-
grate customers from low customer participation and similar individual
effort to expand their involvement without increasing associated costs.
Companies can use CEM to make participation more entertaining and
reward customers for participation such as by giving digital gifts or addi-
tional services or material available only to members of the online
community (connectivity/content) in question. Firms can also tap into
the degree of customer participation with CEM by providing entertaining
and informational content to be distributed in the community. Giving
tools to customers to create their own content around a brand is also
effective (e.g. launch campaign of BMW-1-series on Facebook). For a
company, the encouraging strategy leads to a fan or customer who is a
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more active community participant and who attempts to be socialise
with kindred spirits from their online community. This leads a customer
to focus on connecting and keeping up with these connections in the
online community. Customer participation from a managerial point of
view thus increases the possibilities for providing meaningful and engag-
ing online content that ultimately can be targeted for sales when such as
when tickets for concerts are sold to special interest clients first.

Smoothening strategies illustrates how CEM can be used to migrate
customers from the low and high customer participation classes and
from low individual effort to an expanded individual effort. Companies
can use CEM to make the individual effort more rewarding by providing
higher status within the community. For example, LinkedIn offers those
with full personal profile or paid account more options and interaction
possibilities. Some online communities like Twitter and Dell Ideastorm
show how many times user has posted or commented on some ideas. By
making interactions more visible users are more actively participating.
The interesting question from a managerial and theoretical point is why
smoothing is important? The reason is that if customers are more in-
volved as in creating content, participating in discussions or commenting
on recent gigs they are less likely to be attracted by competing brands of
other bands. Thus, smoothing could be an attribute for a strong brand
relationship.

7 Conclusions and implications

In the music industry online communities such as Facebook and MySpa-
ce are widely used for activating consumers and increasing brand expo-
sure. Content sharing communities such as YouTube, Vimeo and Flickr
are also effectively employed to distribute content and build communi-
ties around artists. The purpose of this study was to shed light on how
online communities can be used as part of CEM and more specifically
how online communities enhance customer experience and eventually
sales.
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Based on a review of the literature, a taxonomy of online commu-
nity services was synthesized and presented in Figure 2, while the de-
gree of customer participation and required individual effort were the
main differentiators in the analysis. Four case studies illustrated the
diversity in customer experience activities with the help of online com-
munities. It was evident music industry companies are using online
communities for CEM in a meaningful way to attract an audience for
their artist and to sell more songs, fan merchandise and concerts than
ever before through the Internet. They also actively engage customers in
online interactions and measure the resulting sales and effectiveness of
different social media campaigns. These are depicted in Table 2. It
should be noted that the results cannot be applied without qualification
to other contexts. Future research is still needed to continue the catego-
risation work started. It goes without saying that in its current form the
categorisation provided is fairly general and some of the applications
can be placed to different cells based on what feature is looked upon.
Moreover, we still know only a little of how consumers perceive digital
marketing efforts (e.g. online community advertising) and to what de-
gree those are acceptable in different contexts. Most importantly rela-
tively little is known about the effectiveness of digital marketing efforts
and online communities combining offline and online elements. Future
studies using exploratory designs, case studies and surveys are needed
to strengthen our understanding of just how suitable online communi-
ties are for business purposes.
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The new artrepreneur — how artists can thrive on a
networked music business

Maike Engelmann, Lorenz Griinewald and Julia Heinrich®

Abstract

Drawing upon interviews held with classic music students and teachers, interna-
tional artists and players from the Berlin music industry this paper suggests that
artist concepts like they are taught at conservatories and discussed in advisory
books have to be revised. Contemporary concepts are adopting entrepreneurial lo-
gics in addition to esthetic ones and design careers that will be both fulfilling from
an artistic as well as an economical perspective. However, market figures and our
own research show that these two perspectives alone cannot provide enough orien-
tation for established and future classical musicians. We suggest a new approach
that redefines an artists' creativity and enables them to develop their careers and
scope of action by acquiring and exchanging social and cultural capital within their
networks.

Keywords: Music education, classical music markets, career

1 Introduction

There exists a huge gap between the educational culture within
conservatories (and their notion of an artist), what is written in the
available literature and what actually happens in real life. Recent
literature dealing with concepts and ideals of artists reveal a slowly
changing paradigm, shifting away from a purely aesthetic to a more
economic focused perspective. Vocational text books aim to introduce
marketing and promotion techniques (e.g. Beeching 2010) and to

® This article was awarded best paper of the Young Scholars' Workshop 2012 of the 3rd Vienna
Music Business Research Days on "New Music Consumption Behavior" at the University of Music
and Performing Arts Vienna, June 29-30, 2012. The authors are students in the Master of Arts
program "Music and media" at the Institute of Journalism and Communication research of the
University of Music, Drama and Media Hanover.
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encourage a more business-like approach (Brink 2011) for those from a
music background. Studies confirm a shift from artists solely culturally
focused to a more commercially-oriented artrepreneur within the field
of popular and dance music (e.g. Smudits 2008). In the field of classical
music however, our research highlights a very much more conservative
perspective still exists within the education system. At German
conservatories, the culture is still based on an education where artistic
criteria and achieving a role in an orchestra are the main determinates
of and basis for future success; even though, as statistics show, the
orchestral market cannot supply every alumnus with jobs. On the other
hand in observing the Berlin music scene, professional and successful
working environments can be found, even though the artists are not
essentially driven by economic rationales. Crucially we wish to examine
how their businesses operate, despite this apparent inconsistency. We
will empirically analyse and evaluate contemporary concepts of the
artist within classical music education, outlining and developing a
revised notion of the artrepreneur to encourage further studies as well
as to orientate new students and those seeking to become professionals
in this area.

2 Culture in classic music education is still oriented around
the genius ideal

Hanover is an important place in the classical music sector. In this
industry important players like the well-known artist management com-
panies IMG Artists and Konzertdirektion Schmid are based in Hanover,
and the Hanover University of Music, Drama and Media has an out-
standing reputation for its performing arts courses.

In a series of interviews with music performance students, profes-
sors and one tutor from the Hanover University of Music, Drama and
Media, we investigated student's motivations and what kind of career
they wanted to pursue in the future and compared this to the informa-
tion the representatives of the conservatory gave during our interviews.
Guided interviews allowed us to combine inductive and deductive re-
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search whereby basic hypotheses could be reviewed, whilst leaving
room for new aspects we were previously unaware of (Glaser, Laudel
2006). Following this qualitative approach meant we were able to iden-
tify several discrepancies between the dominant culture at the Hanover
University of Music, Drama and Media and the situation students al-
ready and face in the classical music sector after they graduate. Four
additional interviews with international educators and artists were held
to contextualise the data. Interviewees for this were Davy de Wit, Head
of the ArtEZ Popacademie (NL), John van Houten, who is a music and
music business instructor at the Bob Cole Conservatory in the USA,
Juliane Banse a professional sopranist who performs internationally, and
Ferit Odman, a Turkish jazz drummer who has studied in Turkey, Sweden
and New York City.

From the interviews it became clear the Hanover University of Mu-
sic, Drama and Media is not the ivory tower one might expect of a con-
servatory. Different opportunities are provided to gain practical experi-
ence, for example through co-operation with opera houses or within a
new, voluntary compact course covering networking and self-marketing.
Nevertheless, the primary goal of education at the Hanover University of
Music, Drama and Media is to prepare the students for a job in a classi-
cal orchestra and/or as a soloist. This key point was articulated by all the
interviewed students and the instructor:

Student 2: "[T]he education, like how the University beholds it,
is directed onto the orchestra, | think."

Interviewer: "You say, later you surely want to go into an or-
chestra?"

Student 2: "l want that, yes!"®

Instructor [Hanover]: "Of course, every teacher has a specific
ideal. Here in the performance courses, they don't even want
orchestra musicians, in fact they want soloists here. Okay, if the
solo career doesn't work out, then of course they get a job in an
orchestra."

® Interviewees studying or teaching at the Hanover University of Music, Drama and Media were
made anonymous.
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This inability for the conservatory educational culture to take eco-
nomic realities into account, was also identified by our experts when
they spoke about the transition from university to the job market.

Davy de Wit: "[I] studied at the conservatory in Hilversum. [...]
Did the performing artist thing and what | learned there was,
that | learned there to play bass very well, but | didn't learn how
to make a job from my bass playing and how to make money. In
other words: You come from your studies - as someone, who
[...] has no idea what [happens] in a company and how you can
implement business models and so forth [...]."

Interviewer: "What was your moment of realization?"

Davy de Wit: "The first day after my graduation."

As with the students, interviews with the teachers from the Hano-
ver University of Music, Drama and Media, showed, they did not turn a
blind eye to the changing environment for artists working in the classical
music sector. However the aesthetic ideal still dominates their actions,
almost as as if nurturing talent allows them to ignore other aspects of
education:

Interviewer: "What does one need to make a living as a classical
musician nowadays?"

Professor [Hanover]: "Well, first of all he has to be competent. |
really need to be versed in playing my instrument [...]. So | am
utterly convinced that this still counts, although there may be
variances that seem to object to this sometimes. No, I'm utterly
convinced: If somebody has something to tell, when musical
substance gets transported, emotional content, then it is some-
thing, a basis that can carry. And in addition it can help, if some-
one possesses communicative skills - that is not given to any-
body."

Nevertheless, there remains the dominant aesthetic ideal of the au-
thentic, performing artist that will somehow survive outside the univer-
sity if he simply 'has' it. Quotes like the following were common: "The
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main thing for me and also my colleagues, with whom | played together,
is, to go in for a musical piece — and anyhow the faith exists, that it will
work out in the end." (Professor from the Hanover University of Music,
Drama and Media)

As scientists, usually concerned with examining music industry mat-
ters from a macro perspective, we became very interested in how these
aesthetic ideals could be understood and whether contemporary, mar-
keting oriented artist concepts could help to foster a career in the
changing field of classical music in Germany. We will therefore summa-
rise the market situation for classical musicians.

3 Markets alone cannot provide enough orientation for
musical performance students

Contemporary notions of the artist claim that artists cannot merely pur-
sue aesthetic ideals and live the concept of 'L'art pour l'art' as the eco-
nomic situation becomes harder for them (e.g. Smudits 2008, Brink
2011). According to these commentators, artists have to develop entre-
preneurial skills as opposed to solely aesthetic ones. As an example,
Smudits postulates in his theoretical framework of the artrepreneur,
that artists should expand their competencies to include technical,
commercial and artistic skills within several various activities (Smudits
2008). Brink (2011) claims an artrepreneur should combine “business
skills with artistic values" (id: 23). In her definition of the term, the ar-
trepreneur finds fulfilment in making money out of his/her creativity.
The main challenge is seen as being able to translate creativity into
money. To her mind, this is mainly a mental and psychological process:
Artists have to understand "money as a trading tool" and should liberate
themselves from their emotional attachment to money (id.75).

The reasons for the development of new notions of an artist lie in
the changing markets within the classical music sector. In 2009/10 inde-
pendent orchestras in Germany received public funds totalling € 216
million, about 60 percent of the total budget spent. Apart from 2007/08,
when orchestras obtained €217 million, this is the highest public



36 International Journal of Music Business Research, Oct. 2012, vol. 1 no. 2

amount since 1993/94 (Deutscher Musikrat 2011a). In addition, German
theatres and opera houses — including their orchestras — were supported
by a total of € 2,168 million in 2009, financed by the federal govern-
ment, the states and municipalities (Deutscher Musikrat 2011c). Despite
this high level of subsidies and a unique funding of cultural institutions in
Germany by the state, established posts in German orchestras have de-
clined. From 1992 to 2012, the number of posts fell by 19 percent, from
12,159 to 9,844 as shown in picture one (Deutscher Musikrat 2012b).
Furthermore the number of orchestras in Germany declined by 168 or-
chestras in 1992 to 132 in 2012, accounting for an even bigger decrease
of 21 percent. At the same time, the number of alumni of instrumental
and orchestral institutions rose continuously from 1,543 in 2000 to 1,932
in 2010, as can be seen in picture two (Deutscher Musikrat 2012a).

2.500
12.500

12.000 2000 /\/\_‘_/\/\‘
11.500
1.800

11.000

10.500 1.000
10.000
500
9.500
9.000 0
1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2000 2001 2002 2003 2004 2005 2006 2007 2008 2008 2010
Fig. 1: Established posts in German Fig. 2: Number of alumni instrumental per
orchestras. Based on figures of Deutscher ~ orchestra. Based on figures of Deutscher
Musikrat (2012b). Musikrat (2012a).

The above two graphics illustrate the growing gap between the
number of musicians available in the labour market and the number of
established orchestras posts, the ones, which once offered a secure job
and income.

Another important change within the classical music market is its
declining audience. Whilst in 2006 63.5 percent visited an event "occa-
sionally”, only 59.8 percent did so in 2011, and only 6.4 percent visit
concerts regularly (Deutscher Musikrat 2011b). Moreover, the audience
for classical music concerts is aging, with little growth in demand from
younger generations (Gembris 2009). It is not just music students but
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also established classical musicians who face a much smaller, much
more competitive market in the future.

This data and the developments of the past few years clearly show
that students can no longer look to the security of an orchestral posi-
tion. Hence, the job market in the classical music sector alone cannot be
the sole focus for the students and musicians have to develop what
Gembris characterizes as "portfolio careers" (id. 63). These incorporate
various activities within a more self-employed career. Within these ca-
reers there are new concepts, aimed at increasing an artist's options by
adding market logic and these have to be examined given neither the
job market nor the scope for audience development offer a secure basis
for career development and education.

4 Artists have to develop a new concept of creativity
enabling them to expand their scope of action

The aforementioned concepts, although clearly showing the positive
effects of self-employment and portfolio careers, focus on the market as
they add economic logics to an artist's aesthetic ones (or replace them).
They have to be evaluated by reference to shrinking markets. Increasing
market orientation among classic music students will eventually increase
competition endangering the aesthetic component of arts as such (Eik-
hof, Haunschild 2007). This might apply even more in the shrinking mar-
ket of actual listeners of classical music. Economic thinking cannot be
abandoned in a market economy and also not, as we will soon show, in
the economy transformed by networks. However, acquiring and trading
capital other than the economic one must not be forgotten in the arts
sector where social and especially cultural capital have different values
to that of the economic world. Bourdieu, the founder of social practice
theory, criticizes a predominately economic view that distinguishes prac-
tices as economically selfish or non-selfish (Bourdieu 1983). Therefore,
we argue, concepts for classical musicians, especially those used in mu-
sic education, not only have to take account of aesthetic and/or eco-
nomic logic, but also include other kinds of capital.
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5 Artists have to develop a new concept of creativity
enabling them to expand their scope of action

In reviewing concepts connecting the aesthetic and economic basis
of professional practice within the artist's mind-set, creativity is often
used as the interface between the two (Williams 2005). Hong, Essig, and
Bridgstock (2012) for example state that in entrepreneurial education,
creativity is what the entrepreneur needs to discover business opportu-
nities.

As the accumulation of cultural and economic capital alone cannot
provide sufficient focus for classical musicians, additional perspectives
have to be evaluated. Furthermore in examining the interface of creativ-
ity, different perspectives are opened up in the research beyond the
aesthetic creativity (musical skill) and the economic one (entrepreneurial
skill) and these allow for a new broader conceptualization of the artre-
preneur.

Schumpeter's characterisation of the entrepreneur allows for the
notion of a cultural entrepreneur as the one who combines, integrates
and creates from what was not connected formerly (although of course
Schumpeter never analysed the creative industries himself) (Swedberg
2006). Studies on creativity management within the creative industries
show, that it is primarily important to connect people, who do not nec-
essarily have to work for ones own corporation. Here, social factors like
trust and friendship play an important role as do the assembly of crea-
tive teams with divergent intellectual capital (Banks et al. 2002). In her
book aimed at classical musicians, Beeching also suggests a conscious
building and tracking of one's personal network as an essential part of a
musician's business that opens up opportunities (Beeching 2010). A form
of creativity management can also be found in the studies of Amabile,
who shows that it is getting more important to be "drawing together
individuals with diverse skills and perspectives”" (Amabile et al. 1996:
1156). Creativity here is a social process more than natural ability. This
suggests that artists can be more productive in being creative, and thus
acquire more cultural, social and economical capital by — in Schum-
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peter/Swedberg sense — being creative working with others with whom
they never have been creative before.

The importance of social capital is also mentioned in Eikhof and
Haunschild's (2007) article on German theatre actors. However they
immediately eliminate that influence again by focusing only on the
available aesthetic and economic logic. We will therefore support this
theory with our own research into networks in the Berlin creative indus-
tries.

6 An artist's network can transform old market oriented
focal points and allow a new understanding of the
artrepreneur

As part of transforming the traditional understanding of the term
'creativity' into one as a social process we will take a closer look at a year
old study on the Berlin music industry. As a part of a research team from
the Institute of journalism and communication research Hanover, lead
by Prof. Dr. Carsten Winter (see his article in this issue) we were investi-
gating potential gains in value for the whole sector through interviews
with more than 30 experts and artists in the Berlin music business. The
results of this year long monitoring were very revealing: Artists, who
were interviewed amongst other players, showed that connecting
through digital network-media and in urban, physical spaces like the
clubs in Berlin enabled them to builld networks with diverse kinds of
players leading long-term to a further creation of value. Cultural, social
and economical value was created and exchanged in a new and varied
way.

There is a tendency amongst artists to strategically invest their cul-
tural capital, (time, knowledge, creativity) and social capital (their net-
work) into new and established relationships for producing creative and
cultural productivity. This not only leads to a cultural good (perform-
ance, recording) but eventually to a valuable relationship. This is mutual
social capital, which, by definition and as shown in our research findings,
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increases the artist's access to resources and potential choices. The mu-
sic business is a 'buddy' business.

Winter shows in this process, how an artist's scope of action for his
activities, e.g. playing a concert or producing a record, is increased by
networking and the willingness to work with fans. These 'common peo-
ple', strategically interpret, manage, organize and vary meaning, con-
texts and relationships and particularly public representations and im-
ages of artists' work for themselves leading to a 'pull' or 'on demand
culture'. Artists, sharing their cultural capital (time, skill, taste) will in-
crease their fans' range of choices enhancing their own identity. In re-
turn, fans invest their social capital (contacts, networks) and that is what
enables fans, their network and the artist in this case, to create a new
cultural good that can be sold (Winter 2011).

Logically, artists that need to share different kinds of capital must
possess these in advance. The more diverse the participants within an
artist's network, the more he/she comes under pressure to understand
the codes, values and practices within this network. As network theory
shows, artists must contribute value to the network to be able to par-
ticipate. Value in that sense is the ability to contribute to networks goals
which in turn reinforces the artist's own capital (Castells 2009). This ex-
plains, why for example business -oriented knowledge, as part of cul-
tural capital, is important to increase one's connectivity. One female
drummer from Berlin told us: "Currently | produce music for TV, docu-
mentaries and whatever is possible with a colleague of mine. You have to
propose that to a publisher and so forth." Hence, a successfully network-
ing and sharing artist must fulfil several conditions to expand his/her
connectivity to link with other individual players or networks and even
their status within this structure. The new artrepreneur therefore is not
only skilled as a musician but he/she will incorporate and learn various
other skills to provide value for his/her network. By reconfiguring the
basis of their professional structure from the purely aesthetic ones, they
are able to invest into different kinds of capital that can be shared, and
can increase their connectivity and value for networks that reach out to
the entire fan community as the case below shows:
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"Often people write to me: 'Hey, | like your music.' Let's take one
example from South France and he asks: 'When are you going to
be in South France for playing here?' Then | answer: 'Sorry, at the
moment | do not have any requests, but if you know any pro-
moters or club operators talk to them and tell them my name'.
That's how it works sometimes - that you let your fans work for
you. [...] Like for example last weekend in Oslo. There where two
young fellows who liked what | do and sat down together with a
promoter and got a party going" (Berlin Techno DJ).

To understand the way the new artist currently works as an artre-
preneur it is important to demonstrate his/her actions by creating a
model (see picture 3). As it can be seen in the model below artrepre-
neurs are capable of reverting to their inherent professional logic and to
avail themselves of the required capital to handle unique situations.
They are able to match their skills to the circumstances and configure
them to connect with people, institutions and networks that share and
exchange as well. They can support and provide value for different and
diverse practices and groups. The new artrepreneur increases connec-
tivity for networks by being multi-skilled, reflecting and arranging pro-
fessional structures and investing different kinds of capitals in different
networks. In Schumpeter's sense the artpreneur is an entrepreneur, but
not (only) an economic one. As Castells describes, it this "relational ca-
pacity" (Castells 2009: 10) confers power, and cannot be characterized
as an attribute. In fact relationships and relational competence are sup-
posed to be the core of success for the up and coming new artist and
constitute power when compared to those other artists not doing so; to
help mobilise his/her own resources including his/her own social capital,
and network. An artist's established networks can transform the tradi-
tional market creating a new sense of what the artrepreneur is.
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Figure 3: The model of the new artrepreneur

As a result artists now face a variety and heterogeneity of opportu-
nities and challenges by virtue of the progressively networked environ-
ment. Especially in contemporary musical education it is by no means
certain, that the new circumstances have been recognised nor under-
stood. The model analysis of interviews with the students compared to
those with experts from the current artist business has not yet shown
any link. In fact this has merely demonstrated, that the modern re-
quirement for an understanding of the current and future working and
general living conditions in the conventional studies is impossible. That
particularly indicates conflict with the new market conditions for every
single artist is more likely than ever before. But this requires approach-
ing the market not only through economic means, but instead by seeing
the macro-environment as a connected world, where social and cultural
capital is exchanged without the need for price negotiations or con-
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tracts. This new understanding becomes more and more important and
will become the principle and pre-requisite for market success. Beech-
ing, who understood the wealth of a network for a musician articulates
this as: "The best agenda or mission to adopt is that of contributing posi-
tively to your community and the work" (Beeching 2010: pos. 749)’.

7 Conclusion

The changes taking place in the classical music sector are both a chal-
lenge and an opportunity for established artists as well as students. A lot
of what is taught together with some of the scientific material already
demonstrate that an artist has to face the economic situation, suggest-
ing the adoption of creative, entrepreneurial characteristics, and where
appropriate apply economic logic. Although it cannot be denied that
these principals are important, the current situation for the classical
music market shows clearly that a market orientation alone is not suffi-
cient. Our empirical research shows that artists are far more productive
by not initially adopting an economic approach. The exchange of social
and cultural capital in a networked environment, where not just artistic
or mere economic logic is available enables artists to expand their range
of choices eventually leading to economic success. Examples from the
Berlin music industry already showed instances of how such an ex-
change could work, although more empirical research is needed to con-
firm and understand these processes. These include how different kinds
of capital are being acquired, exchanged, shared and transformed by
artists, how these processes can be managed and how they can support
normative goals of security, health, satisfaction and value creation.
Overall it can be concluded that the situation has become much more
complex for the artists and the students requiring a revision of the no-
tion of the artist that can be used in education and career planning. It is
therefore necessary that this new situation is made known to students.
Our proposed model of the new artrepreneur , as one who is neither a

7
Publications used in this paper which are Amazon Kindle editions work with positions as opposed
to page numbers. The abbreviation of pos. will be used here.
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short slighted idealist, nor just a commercial entrepreneur but in fact an
artist using his/her creativity to combine people, institutions, ideas and
different kinds of capital to create something of value might prove use-
ful in this task.
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How media prosumers contribute to social innovation
in today's new networked music culture and economy

Carsten Winter®

Abstract

This article aims to contribute to a greater understanding of the development of
new opportunities for the creation of value within the music economy. The underly-
ing proposition is that the current transformation of recorded music culture into a
networked on-demand music culture, one where new digital networked media al-
low more artists and consumers to act as producers, distributers, publishers, critics
etc. is comparable to previous fundamental transformations where new media be-
came the dominant means of production, allocation, perception and use of music.
The concluding part of article examines how the new media impacted and chal-
lenged the music business' economic value chain.

Keywords: co-creation, context, media, means of production, media innovation,
music production, music allocation, music perception, music consumption, digital
network-media, prosumer, push & pull culture, strategic foresight, strategy, value
creation.

1 Introduction: The media prosumer as the new strategic
challenge

Ever since Adam Smith, it has been assumed that markets best serve the
needs of ordinary people as consumers, regulating their demand with
production and allocation and sustaining growth (Smith 1976 [1776]).
Economic models of innovation and of value creation focus empirically
on the processes of the commercial production and distribution of their
goods and services in markets as well as on increasing opportunities to

& Carsten Winter is Full Professor for Media and Music Management at the Department of Journal-
ism and Communication Research (lIJK) at Hanover University of Music, Drama and Media
(http://www.ijk.hmtm-hannover.de/). The author would like to thank the following colleagues for
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Daniel Nordgard.
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perceive and to purchase them. It is assumed that innovation and the
creation of value is a matter of economics (Schumpeter 1934 [1997]),
that firms are needed to reduce transaction costs (Coase 1988 [1937])
and it is taken for granted that all value activities should be as market-
orientated as possible (Porter 2004 [1985]). It is not just the many critics,
but also economists like M.E. Porter, the former high priest of market-
orientated value creation, who no longer believe in such assumptions
(Porter & Kramer 2006, Winter 2006, Potts et al 2008).Today many peo-
ple own smart digital networked media that allow them to create value
in relation to music, without the involvement of companies and at lower
costs. Using these new media to undertake activities like commenting,
criticising, sharing, producing, posting, publishing, they are able to inno-
vate socially and culturally whilst at the same time creating cultural and
social value instead of economic value. To understand how these media
‘prosumers' innovate socially in today's new networked on-demand mu-
sic culture as well as innovating in the modern networked music econ-
omy requires an examination of the history of music cultures within the
framework of the communication and media sciences.

Communication and media studies consider music to be a form of
communication within its process of production, allocation, perception
and use. For ordinary people, usually referred to as consumers by the
music business, new media in this sense are the new means of overcom-
ing the uncertainties in communication, the fundamental problem of
mediated communication (Luhmann 2001). To overcome these uncer-
tainties between people and music or artists, firms have produced ever
more media. Normal production ensures proximity to markets and prof-
its follow. However today, much closer relationships between the artists
and fans are made possible, without the intermediation of the tradi-
tional music business, through network media such as Last.fm, YouTube,
Spotify or SoundCloud and less frequently via electronic media® such as

° Communication and Media Science historically distinguishes between four dominant groups of
media with regard to the respective technology. The oldest group is the Primary or Role Media

dealing with fundamental media roles ("minstrels", "prophet", "priest" etc.) and institutions such as
the "theatre". Here public communication takes place without the use of technology. Print or Sec-

ondary Media such as "books", "newspapers" or "magazines" require technology for the production
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radio, records or MTV. Such developments have enhanced the transition
from a push music culture, in which the few produce for the many, to a
networked pull, or on-demand, music culture in which increasing num-
bers of people participate in networks where they share, post com-
ments, publish and even produce music by themselves.

Obviously, changes in the music culture and economy take place
when music is produced, distributed, perceived and used by new media.
Increasingly people, with diverse interests, are involved in these simul-
taneous and complex processes. This presents real problems for the
music business extending well beyond the scope of academic disciplines.

The scientific challenge posed by such changes is in finding suitably
precise definitions. Efforts to do so became the focus of strategic re-
search in the mid 1990's. Hamel and Prahalad (1995) showed corporate
success was not solely based on a competitive position in the market.
They showed how competitive industrial strategic foresight and man-
agement focus on potential demand for new products and services was
just as important as a company's competitive position in markets where,
when it comes to making profits, cost and differentiation are the deci-
sive advantages. Strategic foresight is above all about the practical chal-
lenge of articulating plausibly, how and why value creation activities
should be directed towards new market expectations.

Competition based around industrial strategic foresight and a new
focus on value creation activities come closer to strategic research,
when the music economy is seen as a media economy, and therefore
closer to media development research. Research on strategy, in contrast
to economics, holds that knowledge of that which will be important in
the future economy is the central criterion; for example, the cause and
effects of media development and the new possibilities brought about
by their use. A glimpse into history shows how the development of new

of public communication and culture; electronic or tertiary media such as "cinema", "records",
"radio" or "television" require additional technology for their reproduction. The new digital net-
works or Quaternary Media require additional transmission technology and software. The medium
is not the "Internet", which is comparable to radio waves, but specific equipment, upon which
services within a framework of communication-generalized expectations exist such as YouTube,
Facebook etc. They do not however differ through their being "social". All media are social.
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print media such as sheet music, music books or books of lyrics followed
by electronic media like radio, records and television opened up sub-
stantial new music markets, as shown in studies in research on innova-
tion and creativity in the music business (Tschmuck 2012).

New media opportunities for value creation market opportunities
are no longer solely available to businesses. The new networked media
were not developed for companies, but for ordinary people's use. More
ordinary people use them today almost as if they are running a business
without being in a business (compare Kaufmann & Winter 2012): they
use them as their means of production in a transformed music culture.
The second part of this article reconstructs the development of media as
the development of the means to produce, allocate, perceive and use
music while discussing in particular how ordinary people are increasingly
afforded new opportunities to participate in music. Part three examines
how consumers can become prosumers through the use of digital net-
work media and how they increasingly challenge the traditional com-
mercial market values especially as they use these new digital net-
worked media as a means of production and distribution of music. The
final section of the article addresses the dynamic of modern market-
related value creation as a consequence of the use of the new media to
socially innovate within a new on-demand music culture driving the mu-
sic economy in a smarter, more inclusive and more sustainable direction.
Against this background the question is posed whether we may be wit-
nessing the beginning of a networked socially innovative post-capitalist
form of value creation in the music economy.

2 Media development and the transformation of music
culture

The music industry was impacted sooner than other industries by the
challenges posed by the development and availability of new media op-
portunities brought about by the digital revolution. Ever since Shawn
Fannig first developed his digital network medium Napster for music
exchange in 1998, media such as Last.fm (2002), MySpace (2003), Face-
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book (2004), YouTube (2005), Spotify (2006) or SoundCloud (2007) have
become well established. Their importance as media for creating music
value can only be properly understood when seen as the means of pro-
duction. Currently it is not only firms and large public organizations that
have music and media at their disposal but increasingly ordinary people
who employ media as their means for creating value for friends and
relatives and others. The many, diverse consequences of these devel-
opments have brought about unimaginable changes within the legal,
technological, economic, social and cultural frameworks and conditions
both for music culture and the music industry.

Today, it seems almost trite to say that music has become even eas-
ier to get hold of than water. However, the importance of this situation
for the future value of music is still unresolved. Although the aforemen-
tioned media such as Napster et al. definitely changed the music busi-
ness as well as its culture, concrete statements about the potential of
and prospects for music-related value are difficult to find. Thirty eight
interviews'® were conducted with a variety of selected stakeholders
from the Berlin music business as part of a project on their potential and
prospects for future creation of value and confirmed that: a strong drive
to achieve purely economic value is no longer expected from these
stakeholders in the market; instead there are more and more coopera-
tive relationships with and among artists, but most importantly with
music fans and those traditionally furthest removed from the music
business, such as brand partnerships within the context of media-
networked activities. These new relationships are producing new kinds
of opportunities. But do they pay?

It is only possible to empirically validate the quality of research on
trends retrospectively. The history of the music business shows that
adopting strategic foresight in relation to development of media pays
off. Those who first understood that publishing works could drastically
change the culture of live performance stood to make a lot of money.

"% The interviews took place within a research project conducted by the K of the Hanover Univer-
sity of Music, Drama and Media for the Berlin Music Commission, in which a model of dynamics of
the Berlin music economy was to be developed, in which concrete value creation potential and
perspectives were to be identified and developed — compare Chapter 3.
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Researching strategic foresight was not (at the time) purely about mak-
ing money, but about understanding what an artist, a music teacher,
music school or even a socialite might potentially do with these new
publishing techniques. The transformation of music culture through
sheet music was not at the time business-based; none of those involved
had ever been a part of the live performance-based culture (Grosch
2010). Media and cultural change is initially a change in public and pri-
vate, of the cultural and aesthetic, as well as of the social actions and
relationships of ordinary people. Therefore, a comprehensive under-
standing especially of new media activities and relationships is a prereq-
uisite to a better understanding of the transformation of music-related
value creation that could help develop strategic foresight for the orien-
tation of future value activities.

The development of media is not merely an addition but a social in-
novation (Mulgan 2007). New media allow new practices and relation-
ships to evolve that would overburden existing social, cultural, legal,
political or economic institutions. New media help to make new ideas
work and institutionalise the overall context of music-related practices
and relationships.

For the historical reconstruction of strategic foresight and the provi-
sion of value creation activity in the context of media development, it is
necessary to design an empirical model capable of identifying, describing
and differentiating every possible practice as well as their inter-
relationship. In this way, it is possible to include thoughts from a variety
of researchers from the fields of economic, communication or cultural
change such as Karl Marx (1857), Stuart Hall (1981) or Siegfrid J. Schmidt
(1991). Based around their thoughts and ideas, music can be conceptual-
ized as the overall process of the moments and contexts of its "produc-

tion", "allocation", "perception" und "use", the sum total of which con-
stitutes "music culture".™ Historically the constantly moving music cul-
ture changes when the conditions or processes or their relationship

change. Equally when these conditions or processes are different or are

™| have examined the various concepts introduced here in the sub-processes of culture and com-
munication and later value creations as well as the logic driving it in detail (Winter 2003b, 2008).
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substituted, supplemented or completely invented, they can lead to new
possibilities in the music culture. That, as will be shown, normally hap-
pens, when a new medium is institutionalized through new practices
and uses.

Before the development and spread of print media, music culture,
from the perspective of media and communication research, was made
up of "role media" or "primary media". Those undertaking the Role as
primary media provided or carried out, in accordance with the time and
society, specific functions (e.g., spreading entertainment such as "rhap-
sody", "minstrels" etc.). People who carried out the roles served as me-
dia because expectations were placed on the role and not on the person
performing that role. The roles were represented as part of the system
of live performance culture in the places they were performed. Music
could be experienced at the same place where it was produced, distrib-
uted, perceived and used. Music culture was completely bound by a
representational culture, visualized in the model as the arrow. This
model emphasises the bias and linearity of production, distribution,
perception and use of music within the oral live performance culture®

(Fig. 1).
Production Allocation Perception Use
of Music of Music of Music of Music

Figure 1: Live Performance music media culture (following Winter 2011: 163).

The use of sheet music and later that of music books detached pro-
duction, distribution, perception and use of music from its representati-
on culture, roles and locations, creating new music opportunities in new
spaces in new places. Those wishing to could write lyrics and later read
notes and learn music performance and composition. Those who

2 The differentiation between "oral live music culture , "performance music culture" and "recorded
music culture" as three phases of the current transformation of music culture follows that of Faul-
stich (2000).
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acknowledged before others the value of the participation and knowled-
ge gained through the print media- based cultural changes had strategic
foresight. Such people could better plan the commercial activities of
production and distribution of print media, subject to the available rea-
ding and writing skills at the time. Dealing with print media constituted
the (music) culture of the emerging bourgeoisie. This brought about the
existence not only of amateurs but also a growing number of music tea-
chers, artists or critics, who in turn opened new spaces through featured
articles. In this new print media, commercial performance music culture
could be influenced by amateur or professional musicians alike (but
especially by consumers who influenced the production and distribution
of music through their consumption) that were now organised into busi-
nesses with the means of production and distribution at their disposal.

The print media-basis of production and distribution and the new
awareness of music as a market allowed for the intelligent, inclusive and
sustainable establishment of a music culture and economy within socie-
ty. Companies drastically reduced transaction costs, especially as music
became easier to transport, buy, learn, read, play or compose. Because
production followed whatever the market indicated was popular and
could be sold, the music culture also became more democratised. Even
so, few people were able to influence the processes or moments of mu-
sic culture (as displayed below with the directional arrow) that at the
time of feudal oral live music culture comprised the totality of music.
The inherent rules of production, allocation and perspective of music
culture became ever more subservient to the processes of supply and
demand (Fig. 2).

Production Allocation Perception Use
of Music of Music of Music of Music

Figure 2: Print media performance music culture (following Winter 2011: 163).
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As might be expected, electronic media like radio, records and
television expanded music culture with even more new opportunities for
production, allocation, perception and the use of electronically recorded
music. For the first time, it was possible to hear music without a
musician being present and regardless of the location to experience a
live performance. Usually this medium was in demand from young
people who wanted open up their experience of music, in easier and
more private ways, notably from using records. Electronic media
enabled greater choice for choosing the time and location in which to
perceive or, as one might more usually say, "listen" to music (Fig. 3).

Production Allocation Perception Use
of Music of Music of Music of Music

Figure 3: Recorded music media culture (following Winter 2011: 163).

Corporate finance and re-financing activities helped make it possible
to finance music culture and that, in radio and television was mostly free
of charge at the point of access. Apart from live performance, recorded
music culture was the most direct form of media that had ever existed.
Its main figures, such as the Beatles or The Who, became superstars.
They or key artists like Joan Baez or Bob Dylan had an appeal that was
not only musical, but often had an aesthetic cultural and social
dimension. The fight to free the new media at the time was also a fight
for the right to music, which may be hard to understand today. Indeed,
who now even remembers the influence of pirate broadcasters on the
development of pop music (compare The Boat That Rocked 2009)?

This fight for free media brought musicians, businesses and
consumers together. The participation of Joan Baez in the civil rights
movement and her affiliation with Martin Luther King along with Bob
Dylan's association with the anti-(Vietnam) war movement was as much
part of the music culture as it was a part of the public persona of the



How media prosumers contribute to social innovation 55

artists themselves. Both are parts of a vital and open music culture.
Purchasing records by their favourite stars also made fans a part of the
music culture along with the globally successful music publishers and
promoters (see Fig. 4); even so, this era was dominated by record
companies (Wikstrom 2009:49).

Live Music
Production Allocation Perception Use =
&
T i}
Booking Ticketing Performance Llf.e ]
Experience
Recorded Music
Production Allocation Perception Use =
A&R, Audio- Distribution, Marketing, Private o%;
production Trade, Media Promotion Consumption
Music Publishing
Production Allocation Perception Use =
Composition, Music Publisher, B-2-B, Print, Performance o%
A&R Commerce Marketing Exploitation

Figure 4: Value creation in the recorded music culture industry.

The continued commercialisation of the music economy increasingly
led to conflict with the creative critics and many music consumers. In the
late 1970's, when even punk began to drown under the weight and
influence of commercial interests, a new anti-culture began in cities like
New York and later in London with the Do it Yourself (DIY) Culture.
"Don't hate the media. Be the media!" was the motto. In this everybody
was encouraged to produce and distribute fanzines and records
themselves to become a part of a mostly artistic anti-culture program.

As long as those in the music business owned the efficient means
for the production and distribution of music, critics were not a problem
for the music industry's main firms. Street trends soon became products
to be sold on a global basis. However, music culture became more of a
creative challenge for everyone. This was accompanied by the age of
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MTV in which pop culture went global and MTV became the most
valuable media brand in the world. Despite innovative formats such as
"The Real World" running since 1992, however, MTV has since lost its
importance for consumers and its global relevance for music,
significantly losing out to digital video networks such as YouTube. How
did that happen?

3 Music prosumers and new media-networked value
creation

This section focuses on the transformation of the recorded music culture
into a new digital network media on-demand music culture, in which
people (using, for example, video network media such as YouTube) can
make much more than music television could.

The development of other media was not anticipated, nor was that
of Napster or YouTube as new digitally networking media. No one
expected the socialisation of the means of production and this was met
with a corresponding lack of comprehension (cf., Renner 2004). Has the
use of new network media changed music culture and the music
economy in a similar way to the advent of print and then electronic
media? To date, little thought has been given to the new digital network
media and the opportunities they present as a means of production for
ordinary people. These new media allow new relationships,
requirements and welfare opportunities. Until today, too little time and
attention has been given to research and to understand the potential of
digital networked media as the new means of production and the fact
that for the first time in history such powerful means are owned and
used by ordinary people to make their life and work smarter, more
inclusive and more sustainable - even though we are beginning to
comprehend, that they and their media activities are the new
circumstances, conditions and possibilities for a more optimal form of
welfare (Benkler 2006, Potts et al. 2008).

Technologically speaking, as explained in greater detail in the
second footnote of this text, the new digital network media not only
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require technology to produce and reproduce music, like electronic
media, but also software and transmitting technology. This is what
opens the scope of action. Raymond Williams has famously shown that
the technological form as such does not in itself make a cultural
difference (Williams 1974). But a new technological form allows people
to create new cultural forms and differences which, if they become a
medium of communication, establish new social relations as a basis for
new commercial and of course non-commercial activities.”> One of the
first to present the new scope of action in the recorded music culture
was Shawn Fannig. He founded the revolutionary Peer2Peer media
Napster in 1998 that disrupted the allocation from the market and
enabled greater numbers of people than ever before to trade music. The
success of Napster as a new network medium enabled people to publish
and network music. It followed that our "push" culture, made available
by the few who owned the media as the means of production is evolving
into a "pull" or on-demand music culture', challenging anew every
classical linear value creation of culture or music (cf., Winter 2011).
Strategic foresight on the future potential of and prospects for
creating value needs a terminologically and conceptually clear
differentiation from the electronic media-based recorded music value
creation: The biggest media difference is the new "connectivity". The
definition, usually referring to the connection between a computer and
a network, now means a comparable network media relationship
created between people (cf., Winter 2006; Hepp et al. 2008). The public
and private institutionalisation of new network media connectivity
(invariably in different ways with many different new network media
such as YouTube, Spotify or SoundCloud) constitutes new post-
capitalistic forms of music production, allocation and perception. These

 The unfolding of this cultural difference follows the development of a technology into a medium
in relation to complex processes (Durrenberg & Winter 2011), that are not easy to comprehend. It is
a process of mediation between the developments of a cultural form of a media within and be-
tween the processes of production, allocation, perception and use of, in this example, music. The
process will become, as shown in historical reconstruction, more elaborate with the development of
every new medium that makes these processes more independent.

" The now common use of the terms "push culture" and "pull culture" or "on-demand culture"
stem from James Lull (Lull 2002; 2007 discussed in Winter 2009; 2011)
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new media "pull" culture forms of the new networked "on-demand"
media music culture are understood by very few. Indeed the owners of
new media as owners of the new means of production are transforming
the music economy. This is why we are only seeing a very limited range
of adequate new business models (see in detail Winter 2011a).

Myspace allowed ordinary people (as Facebook did later on) to
network with one another as well as with musicians. YouTube, Spotify or
SoundCloud are even better examples of those who have furthered this
development. What is novel for those involved, are the new value
creation opportunities of new media connectivity and networking, not
just the use of music as perception, but increasingly its distribution and
production, created and thereby constituted in the new non-linear
media pull or media on-demand music culture - which is networked (cf.,
Fig. 5).

Allocation
Producti
roduction M of Music

of Music
M

Prosumer M

M Artist
M
Use

Perception r1 of Music
of Music

Figure 5: Media networked on-demand-music-culture

Because the same means are now available to everyone (as identi-
fied by the TIME magazine), YouTube and other digital networked media
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have enabled individuals to become producers, publishers and creators
and TIME declared "You" in the year 2006 as their Person of the Year.

Who are you? Definitely not a member of an archetypal "Audience"
or "Target Group". Neither of these definitions was developed to de-
scribe the networked activities of people. A term more often used in this
context is "prosumer". Alvin Toffler first used the term in his book Fu-
ture Shock (1970) and later on it was more closely examined in the book
The Third Wave (1980). Saturation of the market leads to a dissolution of
barriers between producers and consumers. The future, according to
Toffler, lies in new types of collaboration comparable to an architect
working for a client trying to build a house. Toffler defined the prosumer
as someone who creates value as independently as possible, as de-
manded by the DIY movement ideology that he refers to (dt. Toffler
1980: 276). He expected the spread of prosumers would require a revi-
sion of economic models, measures and categories with regard to new
value creation efforts and possibilities that currently have become
commonplace. For Toffler, prosumers are people who for example with-
draw money or fill up their cars with no help from others.

One of the first to apply the idea, but not the term, of prosumers to
their use of digital network media was Saul Berman in his widely circu-
lated White Paper "Media and Entertainment 2010 - Open on the inside,
open on the outside: The open media company of the future". The chal-
lenge for media companies, according to Berman (2004), would be in
understanding and being capable of fulfilling the expectations of the
varying media-skilled and active clients. He expected that they, in vary-
ing degrees, would be increasingly involved in the creative process (ibid.
12). Apart from "traditional passive consumers" he distinguished be-
tween "contributors", "producers"” und "authors". The future lay in being
able to get their attention and able to fulfil their expectations.

C.K. Prahalad and V. Ramaswamy (2004) reformulated this complex
challenge productively through enabling the co-creation of companies
with their clients as the company's aim. Here they were first to see the
change from a push to a pull strategy with an authoritative reference to
Napster (ibid.: 35-37). However their strategic starting point is the con-
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sumer, who are no longer what they used to be™ and they had not yet
conceived the notion of consumers becoming value creation partners
with the means of production at their disposal. They postulated that
managers must think as "consumers" (ibid., 155-170) and meet consum-
ers directly to define value efforts together. However, consumers re-
main consumers. As professors of management, their line of reasoning
was very much from a corporate perspective. Even Gary Hamel's claim
that management innovations were central to strategic reflection
changed nothing, despite his claim using Web 2.0 management network
media as its focus. The best way to understand the new roles of con-
sumers as well as the associated value creation potential and perspec-
tives is through Charlene Li's and Josh Bernoff's "Groundswell" (2008),
because they reflect strategically on what ordinary people can do with
the new media. Their orientation centred on the basic media science
guestion: What do people do with media?

For Charlene Li & Josh Bernoff, the "groundswell", also the title of
their book and, in the style of Tofler's "Third Wave", is almost a type of
tsunami that one has to learn to live with because it is impossible to stop
or to anticipate because it is caused by events at the bottom of the
ocean. In today's world of disruptive transformations we have learned,
that media or technologically-based groundswells mostly emanate from
ordinary people's new media network activities. The future of reliable
predictions will be shaped by multifarious groundswell activities, which
in turn make those ordinary people that use network media, future co-
creators. Crucial for the core issue of the identification of potential for
value creation is that these co-creators are distinguished by reference to
their value creation potential as shown in the "social technographics
ladder" (see Fig. 6). This is a tool to enable a comprehensive empirical
reconstruction of strategic foresight. Li's & Bernhoff's "social techno-
graphics ladder" supports the media science theory that technology is
not the decisive factor but the manner of relationship in which it devel-
ops or unfolds (ibid., 41). However, the relationships they refer to as

3 "The most basic change has been a shift in the role of the consumer - from isolated to connected,
form unaware to informed, from passive to active." (Prahalad&Ramaswamy 2004:2)
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"connection" are unfortunately not elaborated, defining "connection"
without any reference to new digital network media somewhat impre-
cisely as "involvement": "Each step on the ladder represents consumer's
greater involvement in the groundswell than the previous steps." (ibd.:

43).

Creators

Critics

Collectors

Joiners

Spectators

Inactives

Publish a blog

Publish your own website

Upload video you created

Upload audio/music you created

Write articles or stories and post them

Post ratings/reviews of products or services
Comment on someone else‘s blog
Contribute to online forums

Contribute to/edit articles in a wiki

Use RSS feeds
Add tags to web pages or photos
,»Vote" for websites online

Maintain a profile on a social networking site
Visits social networking sites

Read blog

Watch video from other users
Listen to podcasts

Read online forums

Read customer ratings/reviews

None of these activities

Figure 6: The Social Technographics ladder (Li & Bernoff 2008:43).

Despite the different role signifiers on the tech ladder of Li &
Bernoff, people remain "consumers", and this is unfortunately not
completely thought through. This weakness can, however, be easily
remedied. The tech ladder is a good way to better understand the way
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in which prosumers socially innovate music culture and the music
economy. However, there is a further problem: The term "social
technology" is appropriate when applied to the potential to constitute
social relationships. Nevertheless technology does not constitute
relationships, but merely the use of them and it leads to the false
premise that print media and electronic media differ from new media
because they are not social. A more precise selective term "digital
network media" should therefore also be used because the term
"technology" does not convey a sense of the social, cultural and of
course economic complexity, in contrast to terms like "medium" or
"media". Thirdly, when "creators" are understood as "consumers", then
it is in my opinion impossible to come to terms appropriately with the
undisputed strategic challenge, introduced by Bermann and then in
greater depth by Prahalad, of understanding the expectations of people
who were once consumers. The term consumer ignores the specific
innovations that the "tech ladder" tries to illustrate: Consumers become
"productive". What two thirds of the book describes as something that
companies should do ("listening", "talking", "energizing", "helping" and
"embracing"! ), prosumers do by using network media.

Acquisition of cultural skills by using digital network media is
comparable to those needed for using print media, reading and writing.
Nobody expected either at the time. There was no requirement to learn
to read and write. Today, the skills required to use digital network media
are cultural skills with which new relationships, new perspectives and
even music culture is created. Inevitably, these approaches are leading
to a new system. Their aim is to permanently (even if not yet possible)
enable the freedom associated with these cultural skills, since Napster.
Activities used in YouTube, Facebook, in combination with Spotify, from
SoundCloud etc. already constitute this new system: Communal
playlists, the public exchange of music, not as an illegal but as a socially
desirable form of behaviour, that make connectivity charged with social
and cultural or aesthetic values, making musically based social links
visible to others as signs of esteem etc. These networked media
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activities already constitute the new digitally media-networked on-
demand music culture.

Music economics and media research have learnt to understand the
rise of constantly new, different network media. On the one hand, we
see them in the context of their continually creative social use by fans
(Wikstrom 2009; 147-169) and on the other hand, as innovation in the
music economy (Tschmuck 2012). Both research fields cross over in the
discussion of fundamental legal creative use of media in the area of
tension "Connectivity and Control" (Wikstrom 2012). Empirical studies
create the basis for a sound debate relating to concrete situations such
as that of authors (cf., Kretschmer & Hardwick 2007) or that of the
record industry (Handke 2010). New occupational roles show how by
following new ordinary people, usually as part of media development,
that participate in the music economy as "music critics", as "DJs" or
"club manager". Bastian Lange describes these developments using the
example of Berlin as transformation of many everyday people into what
he calls "Culturepreneurs" (Lange 2007). The boundaries between
cultural value creation and economy have become less clear-cut but
they still seem to exist. Indications such as that from Tschmuck, that
"one should go one step further" (Tschmuck 2011: 25), or that
"producers of music can be simultaneously consumers and vice versa"
and as a result thereof "innovation perspectives" (ibd.) are rare. They
do, however, exist in "making music", as Tschmuck asserts when arguing
"transaction costs between individuals are saved" and that new
"collaborative networks" occur (ibd.: 26) —however, not exclusively in
making music as will be shown here later.

A project of mine designed to research the potential for new value
strategies for the Berlin music economy showed the dynamics of active
prosumers. Apart from the previously mentioned new network media,
clubs also play a large role in Berlin. In conjunction with network media
like Facebook, using smart phones as the main device, they create a new
media immediacy that is becoming the new basis for connected value
creation. It would seem that fans, as indicated in the interviews, drive
and shape not only virtually but also the "real" commercial music
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economy as active new forms of value creation. These occur, when not
only their network activities but also their artists or musicians are skilled.
They appeared to be the driving force not only of their music culture but
also of the music economy and as a result of both the live and record
industry prospers dynamically on both ends of the value creation scale.
Apparently, going up the tech ladder is also relevant for artists and other
people within the music economy. To profit from developing these skills,
one has to learn that this is transforming existing relationships so that
fans (formerly mere consumers) can and will become partners in value
creation, establishing another meaningful relationship for both. But still
some people in the music economy wish to see prosumers only as
market consumers. The artists on the other hand may see this
differently for economic, social, cultural or aesthetic reasons, if they can,
in the end, profit more from relationships with their fans than with the
music companies.

Using digital network media such as Facebook, MySpace, Youtube,
Twitter or Soundcloud are par for the course for artists, irrespective of
their skills. Many have turned their back on the old notion of value
creation, not because of a lack of interest in signing good contracts, but
due to their ability to open up new markets for themselves by
connecting to others with network media. For artists, their network
activities can contribute to more and more diverse aspects of value
creation.

One interviewee, a Berlin DJ, who saw himself as a "musician" and
not as an "artist", gained ever growing economic and also social and
cultural value in networking with his fans. They contribute in various
ways to his overall value creation. Their networking with him is a
powerful empirical example for Castells' notion that the potential of the
new media networks related to markets is that within them there is
almost always something of value to exchange: which is much more
than about money, the only medium which allows exchange on offline
markets (Castells 1996, 2002, Benkler 2006, Winter 2006 & 2011a). In
the new digital media constituted networks, everything which can be
exchanged is of value. This discovery, which unfortunately cannot be
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elaborated upon here, is of central importance for the further
development of strategic foresight and the orientation of future value
activities — of prosumers, but also artists and music business people. It
was beneficial in our research project to be able to distinguish between
publicity or distribution activities and that of co-operation. They were
significant not merely analytically as different steps on the ladder, but as
activities that brought about change in a future of the institutionalised
system logic of the commercially constituted recorded music culture.
When ordinary people can publicise something which they have never
been able to do before, this leads to innovation in the music culture
publicity system. When these same people, who are explicitly not part of
the market, suddenly begin to distribute, then it changes not only the
distribution, but also the allocation. And when these people also
cooperate with those who have made this possible for them, then not
only do these ordinary people become prosumers, but the entire value
creation processes and production relationships change — a little more
with every bit of cooperation.

To be in a position to understand the scope of these small activities,
we need a model spanning future value creation to show this dynamic.
Even though the activities of prosumers in the network of the electro-
DJs do not change music culture or music market, they do inherently
change the value creation of those interviewed in which they present an
expanding and more lucrative part of the music economy that is not
impacted by the traditional music market. All of those interviewed
assumed that in the future a large section of their fans would definitely,
in some way, increase their future value creation. In addition, because
all musicians or artists wanting to increase their skills in dealing with
network media expected further new network value creation potential
and possibilities, it seems plausible to anticipate that this opportunity
(as shown in Fig. 7) could be a part of the future reality. This graphic
shows how electro-DJs, independently from the main music market,
create publicity through promotional activities in their network and that
fans, as prosumers, help the electro DJs achieve this goal by creating
publicity for them or sharing tracks that are in turn shared by others:
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Figure 7: Open networked value creation (following Winter 2011).
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What makes these activities novel is not that they are happening
but that they are increasingly better planned and more commercially
successful. This can be seen from the DJs profiting a lot from an increase
in their reputation and profile. They are able to sell more tracks, get
bookings for more gigs and their fans also play an important role as
prosumers by, for example, taking over specific functions. This is shown
clearly through the fact that the majority of bookings of the D)
interviewed is no longer done through his agent but by his fans as
prosumers. Fans, from all over the world, can ask him if he would be
interested in doing a gig in their city because they have seen how other
fans have been able to make the organisation of such gigs possible - with
facebook! The advantages of networked economies are obvious. Clearly,
transaction costs can be reduced and gigs organised more cheaply
without a market intermediary. But that is only one advantage of
networked economies that we are only now beginning to understand.
From the perspective of the prosumer, there could be other advantages
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from networked economies that are even more important to them than
what has been mentioned so far. They have the means of production at
their disposal that generally allow them to participate in value activities
of musicians, not, however, in the manner of a traditional business
figure but as fans of a musician, artist or even of a special club. The
networked media-based on-demand music culture already shows a
greater scope for potential than every other music culture before.

4 Summary: Prosumers creating more intelligent, inclusive
and sustainable forms of value

New opportunities in networked on-demand music culture(s) must first
be developed. We know too little about networked value creation, in
which prosumers may possibly play a more important role. It still
remains to be seen what forms of capital, other than money (aesthetic
capital in the form of virtuosity, social capital in the form of reputation
and relationships and naturally cultural capital in the form of knowledge,
intuition for trends and cultural differences) will develop and whether
and what sort of system is produced as a result and institutionalised and
in what way this is relevant for the music economy. It is anticipated that
music culture will be less frequently structured as a push culture. The
more common open and non-linear organisation of production,
allocation, perception and use of music will continue to change. Based
on the history of the transformations of music culture, it can be assumed
that ordinary people (especially since they have a means of production
and distribution at their disposal and the ability to organise how they
receive music) will increasingly produce, allocate and use their own
music culture. The model shown of current dynamics in the music
economy and the history of music economy certainly point in that
direction. The music economy has always prospered from enhanced
music cultural opportunities often linked to new value creation
possibilities if there are established institutions such as new spaces for
concerts, or talking about concerts in media, creating a new TV station
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exclusively for music clips or through supporting new networks in the
music culture and music economy.

A new aspect of the development of music culture and music
economy is that prosumers, who must first learn to manage digital
network media, will almost certainly increasingly participate in its
reconstruction and transformation. In doing so they would most
definitely use new media to cut transaction costs. For the majority of
them, digital music networked media is more than likely (as with all
media before it) the constant means through which they choose to
produce their social and cultural life in what is in their opinion a more
intelligent, inclusive and sustainable lifestyle. That is especially the case
when people begin to do something for themselves with new media.
They will most certainly, as always, use various media, although it will
often be a variety of network media. For example, in the social
development of new connectivity, these media are increasingly a part of
the lives of ordinary people, increasingly constantly online and always
available. History shows, that it would seem to be important for them,
as ever, to be able to establish new forms of social and cultural links as
well as to differentiate themselves from others, to make themselves
more available or more useful or more whatever. Digital network media
have great potential, creating possibilities for people, to make media
and music an especially valuable and meaningful part of their lives, as
well as opportunities for companies to be able to sell meaningful related
products and services. It is easy to foresee greater success for those
providing these services in the future if they support their clients, as
prosumers, with their social and culturally innovative endeavours using
digital network media. They could encourage prosumers, as owners of
their own means of production, to develop and establish their own
innovations and thus contribute further towards a system of "on-
demand music culture" in which production, allocation, perception and
use of music is more optimally in creating prosperity than currently is
the case. It might then be possible to realise new and diverse potential
and possibilities for creating value through openly value media-
connected networks on an equal footing and in cooperation with
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prosumers and musicians or artists, from which they have been
excluded, as long as they continue to direct their value creation efforts
exclusively towards the market.

Many spokesmen from the music industry, as a leading cultural and
creative economy sector, advocate making the music business more
open and networked and less complex but have discovered how difficult
it is to develop one's own network in the music business even when it,
as was the case in Berlin, is quite advanced. Key people in the music
industry started networks such as "ClubCommission",
"BerlinMusicCommission", the (Berlin) VUT-network "LabelCommission"
and "All2getherNow". They are the start of a new value creation
framework, designed to allow coordination with other market players
and making a smarter, more inclusive and sustainable arena that is
unfortunately still not sufficiently open. Until now you only see, within
these activities, the opening of these networks to other stakeholders as
new network partners which means new partners in a broader more
competitive and sustainable form of open networked value creation. But
today's music business, arguably a less smart, inclusive and sustainable
market economy, is still a barrier to the social innovation of prosumers,
who are in conflict with them (see for media companies in general
Buschow 2012). Nevertheless the music market is gradually opening up
as well.

In the long term, this barrier is less of a problem for prosumers than
it is for the key figures in the music business. It prevents them from
monetising the number and quality of socially innovative prosumers,
from which they could profit, if both the music culture and the music
economy could seriously work together towards establishing a more
optimal and healthier economy. As more consumers become prosumers,
companies will have to involve themselves more with social innovations.
Many of them will not be from the music industry such as those who
start funding music through crowd funding or helping club owners to
establish clubs in neighbourhoods in which they could, as some do, for
example, develop ideas for noise and refuse management. As always in
the history of music, new media offer, as a new means of production,
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new potential and prospects for new creation of value for those who use
them to innovate socially. This article has hopefully increased the
potential for strategic foresight; at least it has placed the role of the
development of media as the means of production and their use in
historical perspective and has conceptually reconstructed them in the
context of the evolving system of music culture and the music industry.
The new dynamic of the latter, to the extent it is less about markets than
a networked post-capitalist music business, can be explained through
the models provided in this article.
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