Consumer Attitudes about Paying for Streaming Services

One final question that was asked to survey respondents was if they in fact paid for a
streaming service, and if so, how happy they were with the level at which they were paying. The
majority of respondents 62.1% said that they did pay for a streaming service and 76% of those
respondents believed they were neither paying to much nor to little for the service. This
suggests that those who use streaming services are willing to pay for it at the current rate. It is
also great evidence that the current models are very attractive to consumers, and that they

believe that streaming is a service worth paying for.

Do you pay for a
streaming service?

38%
62%

Yes No

Consumer satisfaction with
payment for streaming

M Slightly too much
M Neither too much nor
too little

Slightly too little

B Moderately too little

M Far too little
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Major Takeaways Survey:

*  Within the sample Spotify is the most popular way to consume music

* Before Streaming levels of piracy were at a higher rate within the sample

* The majority of respondents pay for a streaming service

* Most respondents could not remember the last time they purchased music.

Conclusion

After one on one interviews with music industry professionals, reviews of scholarly
articles, and surveying college students it can be said that streaming services have greatly
impacted the way that individuals consume music. From the artist’s perspective this technology
has largely shifted the way they make their incomes, but also helped to widen their reach to
consumers. From the consumer’s perspective these services have changed the way that they
access music on a daily basis. While in the past physical copies of content may have been the
most popular, individuals are increasingly moving more towards downloading and streaming.
Relaying back to the original questions posed at the beginning of the study on whether Spotify
increase artists revenues, and if it lowers rates of piracy the two conclusions have been

established.
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1. Artist Revenues

With regards to revenues it does not seem likely given the information from industry
professionals and scholarly research that Spotify directly boosts the revenues of artists. The
pay-out as it stands for such services is much lower than that of music downloads and it seems
that most individuals use either service not both. Until Spotify scales to a much larger amount
of user’s artists will continue to make less then they would if there songs were being purchased
in a physical or digital form. However, it is important to note that while Spotify may not be
increasing revenues from content sales there is a highly likely possibility that Spotify does
indirectly increase ticket sales for touring artists. This is largely in part to the reach that Spotify

gives artists that they wouldn’t have otherwise had with traditional radio.

2. Levels of Piracy

On the topic of piracy based on the information reviewed and collected it seems that
Spotify has successfully combated the downloading of illegal music. It has done so by
monetizing consumers who before would have gotten their music from free sources.
Specifically referencing the survey results, within the sample the rate of piracy after the
introduction of streaming is lower and statistically significant. While it may not necessarily
lower the rates of piracy for all consumers, especially those who wish to own large amounts of
music. For the average consumer Spotify has presented a free alternative which still pays artists

for their work.
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Appendix

Interview Transcript

Seth Carver: How do you think that Spotify has impacted music piracy?

Don VanCleave: There is still a lot of stuff out there that people are downloading off of pirate
bay,People who are pirating want a collection they want terabytes of music.People who listen
to Spotify, don’t care about owning physical music. They don’t care to have a wall of CD’s or
Vinyls People don’t hoard dvds anymore, because all you have to do is pull up a platform and
press play. So really there are two different kinds of customers. There’s no reason to own
anymore, so | believe that Spotify is cutting into the market of people who were pirating
instead of downloading songs on itunes or buying a cd. Why pirate, when | can get it instantly
without going through all the steps. The whole pirating issue may be something from years ago.

Seth Carver: So how have you seen the progression of piracy with music distribution?

Don VanCleace: Cd’s are basically digital master copies, and you can perfectly copy it. There was
a lot of fear because people could copy the music. With tapes you would lose the quality going
from tape to tape. But with, Burning Cd’s there was Still a need for a physical product and
distribution. Then Napster came up and that was basically Peer to Peer file sharing. Then I-
tunes launched and it was the way to not go through Napster. I-tunes was a Way for people to
legitimately download music. People acted like Napster was an earth shattering thing but,
Napster, Pirating- it’s not for the common guy, you have to know something about computers
in order to be able to use it. | always say any kind of pirating you have to know a nerd to know
how to do it. Spotify man, you just download the app and you have on demand music and |
think that’s what people wanted.

Seth Carver:Do you think Spotify has increased revenues for artists?

Don Vancleave: No, not...there is multiple revenues for an artists

So there are Commercials—=>Avenue of Income (All Day All Night Mc’Donalds Commercial)
There are revenues from your Record-> Sell downloads sell Cd’s Sell Streaming sell vinyls. Least
paying of all those is the streaming. If you are a non touring or a singer songwriter streaming is
not that good. For touring artists such as my band, we watch the streaming numbers more than
anything else because streaming puts asses in seats.

Touring Revenues—> Ticket Revenues

We can go into a town now that we have never been too, sell 500 tickets, everyone is singing
the words to every song, and we have never even sold a record there. 10 years ago that was
impossible.For me to be able to go into a town and take my band where we have ever been on
the radio sold a download or a piece of vinyl and we have sold 500 tickets, and everyone is
singing every word how did that happen?

Because of Spotify,We Love Spotify
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Because it Sells Ticket, bigger then anything else has ever sold them

So for my particular band it has caused a huge financial win because of what it causes to
happen. The actual checks from Spotify are miniscule,But we are okay with it because of the
ticket sales.

Any where there is on demand streaming

Seth Carver: So the biggest thing is not the actual checks or revenues from Spotify, but the
inscreased reach?

Don Vancleave: Were building fans, selling tickets because of it. It doesn’t make the record
companies happy. Because they get payed the least that way, but believe me they are sucking
on Spotify just the way they are on apple.

Don Vancleave:

Here is the math for what money the record label gets,

What | have determined and | feel like its pretty accurate

If you stream 10 million times on Spotify it = 57’000 to the record label
If you sell 10 million downloads it = 7 million to the record label

So you can see a huge disparity

Don Vancleave:

| basically see it as radio, it’s how your band can be found without a bunch of gate keepers in
the way. But financially it ain’t great to anyone, especially to the record label who is invested in
your band. So they pay for the band, pay for the song to be on the radio, getting a song on the
radio is stupid expensive. You have to pay a full staff of people to lobby the radio stations and
also pay for the travel of the band to the radio stations. If the record companies aren’t seeing
enough sales on there end from streaming, downloads or whatever they will drop you, because
your not a good investment to them. So that’s a big issue. Now for the band all they really need
to be happy is to sell the tickets because they get all of that money.

Don Vancleave:
For Touring musicians that do make the majority of there money off of ticket sales, Spotify has
been a god send.

Don Vancleave:
For singer songwriters who mainly get there music on a TV show and hope for a result in sales
on ltunes or a record store, Spotify is not as good.

Don Vancleave

Some people just make music, and never go out and play.
Some people just aren’t good at touring, playing live.
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Don Vancleave

In the 90’s things were different, you got giant checks in addition to the giant checks from
touring

Now it’s a one way thing, you get the checks from the tours but not much more than that from
your music

Don Vancleave

So music went from being a commodity and now its just marketing, you make a record and put
it out so you can increase your fee and make more money when you play. Because you got
more people coming. It’s a very different dynamic then the mtv 90’s

Seth Carver: Is the model now the way that it’s going to be in the future? Or can it go back to
that dual model?

Don Vancleave:

Well, no we are still in the early days of all this. The streaming era has only been around 10
years, if streaming scales from 4 million paid subscribers too 100 million people it would
generate a ton of cash for the music industry. Everyone knows that it is the future and everyone
knows that It has to scale to replace what was lost from physical/digital sales.

Don Vancleave:

It’s harder and harder to get a record deal, but there are a lot of things that are easier

Putting yourself on Spotify, you can get all of yourstuff out there using tunecord it’s a lot easier
you can make a record in your bedroom the barrier to entry in the marketplace has gone away

Don Vancleave:

Having the label behind you is a like having a big machine behind you. The record label handles
facebook, handles when to put up specific posts, has experts in all of this field. Musicians can’t
take on all of those roles. It presents a conundrum because you can have your music out there,
but to become a big artist you have to have all of those things.

Seth Carver: So why do you think that there are some huge artists like Taylor Swift, who choose
to stay off Spotify?

Don Vancleave:

Garth is not on Itunes or Youtube, very proprietary guy. He Doesn’t believe any of those
platforms pay enough money. He is super rich and can do whatever he wants, Taylor has
enough money to do what she wants. Like Adele she kept her music from Spotify and 3 million
copies in one week physically, there is usally only a couple people who can pull that off. Like
Kanye who only first released his album on tidal. Only a few giant artists can do that.

23



Don Vancleave:

They make more money that way, Taylor doesn’t think her music should be devalued to the
point. It gets more into the Philosophy. | Disagree, | feel like with the bands | worked for they
are more agnostic when it comes to technology and | think that approach is more fan friendly. If
you’re the biggest in the world your fans will go wherever to get your music.

Don Vancleave:

So artists like beyonce or other big artists but not mega artists have started to window
Windowing: Highly debated. Put out the download and physical good. Two weeks later you put
out the streaming. So it gets the early fans to go ahead and purchase music. So there are
different strategies with different bands and what they believe.

Student Survey

Changing the Industry

Q16 Changing the Industry, Spotify Welcome! This is a study about the way that music is
consumed on a daily basis and how the introduction of streaming services such as Spotify has
impacted this consumption. The survey will ask brief questions about how you consume music
and how Spotify has effected this consumption. The research gathered will be used to evaluate
how Spotify has impacted the music industry and give insight to how consumers feel about
music ownership and music piracy. Your answers will help to evaluate if Spotify has had a
positive influence on the music industry as whole and how streaming services has effected
artist revenues. This is a research study, and you may refuse to participate or withdraw from
this study without penalty at any time.

Consent:The completion of the survey constitutes consent to participate. All answers will be
anonymous as the data will be aggregated for the

analysis.
The survey takes approximately 9 to 15 minutes to complete. If you have questions about your
rights as a participant, you may contact: - University of Tennessee IRB Compliance Officer at
utkirbo@utk.edu or (865) 974-7697-Seth Carver, principal investigator,

at scarver5@vols.utk.edu or (615) 430-5504- Dr. Kelly Hewett, Associate Professor of Marketing
at the University of Tennessee, at khewett@utk.edu Thank you in advance for your
participation!
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Q1 Approximately how often do you listen to music through each of these sources?

FM Radio (1)
Internet Radio
(2)

Cd's (3)
Spotify (4)
Apple Music
(5)
Pandora (6)

Downloaded
Music (Paid
for) (7)
Pirates Bay,
Lime-wire,
Free
Downloads (8)
Youtube (9)

Other (Please
Specify) (10)

Never (1)

© 0 00 0O ©O

@)

Once a week

(2)

©c 0 00 O ©O

@)

2-3 times a
week (3)

©)

©c 0 00 O

@)

4-6 times a
week (4)

©)

©c 0 00 O

@)

Daily (5)

© 0 00 0O ©O

@)

Q3 Do you have a desire to own music? (Cd's, Vinyls, Downloads)
Definitely yes (1)
Probably yes (2)
Might or might not (3)
Probably not (4)
Definitely not (5)

0000
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Q4 Please rate your agreement with each statement

Disagree Disagree Neither Agree Agree Agree
Completely (1) | Somewhat (2) nor Disagree Somewhat (4) | Completely (5)

(3)

I think pirating
music is wrong @) @) @) Q Q
in any case (1)

I think pirating
is okay if

artists are

already making o o o o o

enough money
(Successful
Mainstream
Artists) (2)

It's okay for
younger
people who
don't yet have
a high level of
income as Io.ng o o o o o
as they begin
to pay for
music once
they are
established.
(3)
People should
be able to get
music for free
if it's available @) @) @) @) Q
regardless of
the Artist or
provider (4)
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Q5 How did you listen to music before streaming services were available? (Ex: Spotify, Pandora,
Apple Music)

BEHVAE)) 4-6 times a 2-3 times a Once a week Never (1)
week (4) week (3) (2)
FM Radio (1) @) @) @) @) @)
CD'S (2) @) @) @) @) @)
Cassette Tape o o o o o
(3)
Vinyl (4) @) @) @) @) @)
Pirates Bay,
Lime-wire, o o o o o
Free
Downloads (5)
Paid for
Downloads
(iTunes Store) Q Q Q Q Q
(6)

Q6 Since the Introduction of Streaming services like Spotify how often do you download music
for free?

Q Daily (5)

Q 4-6 times a week (4)

Q 2-3 times a week (3)

Q Once a week (2)

Q Never (1)

Q7 Do you currently pay for a streaming service? (Ex: Spotify, Pandora, Apple Music)
Q Yes (1)
Q No (2)

Q8 How much do you pay?
Far too much (1)

Moderately too much (2)

Slightly too much (3)

Neither too much nor too little (4)
Slightly too little (5)

Moderately too little (6)

Far too little (7)

CO00C00O0
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Q13 When was the last time you purchased music? (Ex: CD'S, Vinyls, Downloads)
Today (1)

Yesterday (2)

Last Week (3)

Last Month (4)

Last Year (5)

Can't Remember (6)

CO0O00O0O0

Q10 What is your gender?
QO Male (1)

QO Female (2)

Q11 What is your age?
(Text Box)

Q12 What is Your Major
(Text Box)
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SPSS Charts and Frequency Tables.

Descriptive Statistics

Minimum

Maximum

Mean

sStd.
Deviation

How often do you
listen to music
through FM radio

How often do you
listen to music
through internet
radio

How often do you
listen to music
through CDs

How often do you
listen to music
through Spotify

How often do you
listen to music
through Apple
music

How often do you
listen to music
through Pandora

How often do you
listen to music
through
downloaded
music, paid for

How often do you
listen to music
through free
downloads

How often do you
listen to music
through Youtube

How often do you
listen to music
through Other

Valid N (listwise)

66

66

66

66

65

66

66

66

66

36

35

1

5

3.03

1.549

1.380

-965

1.544

1.090

1.346

1.180

.822

Minimum

Maximum

Mean

Std.
Deviation

How did you
listen to music
before streaming
- FM radio

How did you
listen to music
before streaming
- CDs

How did you
listen to music
before streaming
- Cassette tape

How did you
listen to music
before streaming
- vinyl

How did you
listen to music
before streaming
- free downloads

How did you
listen to music
before streaming
- paid for
downloads

Since streaming
services how
often do you
download music
for free?

Valid N (listwise)

66

62

59

61

65

66

48

41

4.33

3.48

1.34

1.23

2.62

3.39

2.35

.865

1.225

.659

716

1.548

1.497

1.644
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Do you currently pay for streaming service?

Cumulative
Frequency | Percent | Valid Percent Percent
Valid Yes 41 59.4 62.1 62.1
No 25 36.2 37.9 100.0
Total 66 95.7 100.0
Missing  System 3 4.3
Total 69 100.0
How much do you pay for streaming?
Cumulative
Frequency | Percent | Valid Percent Percent
Valid Slightly too much 4 5.8 9.8 9.8
e et 31 44.9 75.6 85.4
Slightly too little 2 2.9 4.9 90.2
mggerate'y s 1 1.4 2.4 92.7
Far too little 3 4.3 7.3 100.0
Total 41 59.4 100.0
Missing  System 28 40.6
Total 69 100.0
When was last time you purchased music?
Cumulative
Frequency | Percent | Valid Percent Percent
Valid Yesterday 4 5.8 6.1 6.1
Last week 5 7.2 7.6 13.6
Last month 14 20.3 21.2 34.8
Last year 18 26.1 27.3 62.1
Can't remember 25 36.2 37.9 100.0
Total 66 95.7 100.0
Missing  System 3 4.3
Total 69 100.0




How often do you listen to
How often do | you listen to How often do | How often do | How often do music How often do | How often do | How often do
you listen to music How often do | you listen to you listen to you listen to through you listen to you listen to you listen to
music through you listen to music music music downloaded music music music
through FM internet music through through through music, paid | through free through through
radio radio through CDs Spotify Apple music Pandora for downloads Youtube Other
How often do yol Pearson - . N
listen to musicv . Correlation 1 274 247 -.315 -.049 .068 -.014 -.131 151 -.118
through FMradio  gi0 (5 _railed) 026 046 010 697 585 .909 293 225 493
N 66 66 66 66 65 66 66 66 66 36
How often do you  Pearson . -
T Yo e on 274 1 128 -.030 .004 451 022 -.106 .048 -.143
;';L"iggh INtermet gig, (2-tailed) .026 .306 .810 .978 .000 .858 396 .703 404
N 66 66 66 66 65 66 66 66 66 36
How often doyou  Pearson o 247" 128 1 047 012 -135 -.032 -128 061 122
through CDs Sig. (2-tailed) 046 306 708 923 281 798 305 629 479
N 66 66 66 66 65 66 66 66 66 36
FHow often d P B N = N
Iis‘i‘gno(oerzus?(vou C?)?::mion -.315 -.030 047 1 -.182 -.277 -.331 -.128 -.283 .149
through Spotify Sig. (2-tailed) .010 .810 708 .146 .024 .007 306 021 387
N 66 66 66 66 65 66 66 66 66 36
How often doyou  Pearson -.049 004 012 -182 1 239 245" -.098 -.040 -.065
through Apple Sig. (2-tailed) 697 .978 923 .146 055 .050 437 752 710
N 65 65 65 65 65 65 65 65 65 35
H P - N =
How often doyou Pearson 068 451 -135 -277 239 1 321 .101 074 -.076
through Pandora ;o (5 _rajled) 585 000 281 024 055 009 418 555 658
N 66 66 66 66 65 66 66 66 66 36
H P = . =
|.$n°xfc§errr'|35?:wu Correlation --014 -022 -.032 -331 .245 321 1 .105 .041 125
through . .
downloaded Sig. (2-tailed) 909 .858 798 .007 .050 .009 402 742 468
music, paid for N
66 66 66 66 65 66 66 66 66 36
How often do yol Pearson . -
T Yo e on -.131 -.106 -.128 -.128 -.098 101 .105 1 327 .596
through free Sig. (2-tailed) 293 396 305 306 437 418 402 .007 .000
N 66 66 66 66 65 66 66 66 66 36
How often doyou Pearson 151 .048 061 -.283" -.040 074 041 3277 1 062
through Youtube ;0 (5 _tailed) 225 703 629 021 752 555 742 007 718
N 66 66 66 66 65 66 66 66 66 36
How often doyou  Pearson 118 -.143 122 1149 -.065 -.076 125 596" 062 1
through Other Sig. (2-tailed) 493 404 479 387 710 658 468 000 718
N 36 36 36 36 35 36 36 36 36 36
Std Std. E

Pair 1

How often do you

listen to music
through free

downloads

How did you
listen to music

before streaming
- free downloads

1.49

2.62

65

65

1.062

132

1.548

192

Paired Samples Correlations

N

Correlation

Sig.

Pair 1

How often do you
listen to music
through free
downloads &
How did you
listen to music
before streaming
- free downloads

65

3

83 .002
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