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Abstract 
 
In a networked, computer mediated environment where information is invariably 
archived digitally, ‘distribution to’ has been replaced by ‘collection and accumulation 
by’. As Jenkins contends, 
  

…audiences empowered by new technologies that occupy a space at the 
intersection of old and new media are demanding the right to participate within 
the culture…Producers and consumers, [are] being drawn into power cultures and 
technological hierarchies whereby we all must continue to interact with each other 
according to a new set of rules that none of us fully understands.  

(2006, 3)  
 

The entire value chain has effectively been turned upside down, so that ‘push’ has been 
replaced by ‘pull’.  
 
However content owners have attempted to maintain a price point for digital content that 
is equal to the equivalent retail price point of a manufactured good. This tends to ignore 
the fact that while fixed costs of production remain the same, since the real cost of 
manufacturing and delivery has effectively dropped to zero, the variable costs also drop 
to zero. Therefore where price is the same, margin has increased.  
 
Meanwhile consumers have opted toward maximizing convenience and paying the lowest 
price using digital technology to improve their own productivity gains. This has led to the 
growth of a culture of “free loading” of copyright material. As Dubner (2007) has argued 
the public has “gotten used to sharing music for free. Getting people to abandon this 
notion will be extremely difficult”.  
 
Allowing consumers to acquire copyrighted material for no charge is not only a problem 
of foregone revenue for copyright owners. It is a philosophical issue for them in that they 
want to enforce the concept of a direct financial transaction. In order to stem the assumed 
losses attributable to piracy, content owners have tried to expand the reach and efficacy 
of copyright laws and mount aggressive legal actions. By the middle of 2006 the RIAA in 
the US had sued over 20,0001 people for illegally sharing music. The use of harsh legal 
                                                
1 http://www.eff.org/wp/how-not-get-sued-file-sharing 
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remedies against consumers and minors in the US has served to show that criminalizing 
customers makes for bad PR and has the unintended consequences of motivating some 
members of the online community to develop untraceable methods for file sharing. 
Notwithstanding this the copyright industry has continued to pursue even stricter 
enforcement regulations such as ACTA which over forty countries have now agreed to. 
This effectively allows the confiscation of copyright infringement materials including the 
devices they are on, which undermines both democratic and civil liberties2. 
 
This paper argues that there may be an unconventional solution that will enable financial 
rewards for creative people and industries to start flowing again, will increase regard for 
legitimacy, and ultimately will also lead to an increase in the value of copyright 
catalogues. This will be achieved by enabling consumer access to content with 
convenience and a price that is effectively below zero. It will argue that by making 
content free to the consumer, and by ensuring that there is a philanthropic aspect to 
legitimate downloads, consumers will actively avoid downloading content from non-
compliant sources. This will effectively lead to what Lawer (2006) calls “company-
consumer value co-creation”.  
 
The methodology for success will be to sell sponsorships of downloads (by auction) in 
the same way that Google Ad-words functions.  In applying a philanthropic aspect to the 
transaction and applying that towards rectification of some of the planet’s known and 
biggest problems, consumers and content companies will become aligned. They will act 
to deliver a practical greater good. As a result, legitimate content downloads will 
increase, with revenues accruing to content owners from content that would have 
previously been economically unviable because of its availability for free. This will put 
pirates out of business (preferably by giving them the opportunity to provide the technical 
expertise to deliver efficient distribution services) and will generate revenues over a 
much larger footprint of consumers. 

                                                
2 kestudies.org/ojs/index 
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A Brief History Of The Evolution Of The Business Model In The Recorded Music 
Industry 
 
The music industry was arguably the first modern industry that responded to disruptive 
technology by developing new counterintuitive business models.   
 
Print publishing was the first manifestation of a scalable music business. i.e A way to 
generate revenues from songs which was not limited to a transaction arising from live 
performance by an artist. It functioned similarly to the way that the book industry 
operated. Copyrights (in songs) were assigned to publishers by songwriters in 
consideration of a royalty of normally 10% of the retail price of the sheet music. The 
publisher undertook the risk and cost of printing, warehousing, distributing, and 
marketing. In return the publisher was able to retain a 90% gross margin to offset the risk 
and enable maintenance of channels to market with the goal of achieving a healthy profit.  
 
The invention of the phonograph significantly disrupted this traditional publishing 
business model. Its subsequent popularization led to a fundamental social change, not 
dissimilar to the kind of change that has taken place as a result of the growth of the 
Internet. People adapted the way that they entertained themselves as a result of a change 
in technology. Previous to the phonograph there was a high capital investment required to 
purchase pianos or other instruments, together with an investment of time and additional 
cost in music lessons. After the phonograph consumers stopped purchasing sheet music 
and performing it themselves, and instead focused on consuming pre-recorded 
performances of others. They made a smaller capital investment and received in return 
the benefit of convenience, immediacy and quality. Instead of taking time to learn an 
instrument they could sit back and enjoy performances by the best artists. The obvious 
result was that sheet music sales rapidly started to decline. Music publishers found 
themselves becoming marginalized.  
 
The copyright legislation in place at the time had not anticipated the development of a 
mechanical reproduction technology. The result was that not only did the growth of sheet 
music sales decline, but also there was no ameloriating offset by way of a secondary 
revenue stream from royalties on manufactured discs.  
 
Music publishers adapted by successfully lobbying for copyright laws to be modified to 
reflect the changes resulting from the new technology. This led to a new royalty being 
introduced on manufactured recordings of discs that carried copyrighted material. This 
royalty construct became known in the jargon of the publishing industry as a 
“mechanical”. Since then mechanical royalties have contributed the major component of 
revenues collected by publishers and songwriters.  
 
In a granular sense the way that music publishers operated their businesses changed. Over 
a relatively short period of time, publishers adjusted from the business architecture of 
high-margin manufacturing and distribution, to a low-margin licensing model. Publishers 
no longer needed to deal with large numbers of retail sheet music customers, replete with 
the inherent risks of late payments, returned goods, and the cost of administering 
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numerous low volume accounts. Instead they sub-licensed the right to print music to 
specialist print companies who were able to achieve economies of scale. The majority of 
music copyright owners then had to deal with a few licensees (the record companies) 
with a lower risk of bad debt, and enjoyed substantially increased gross revenues with 
reduced administration costs3. Instead of keeping 90% of the gross margin, they had to 
pay the lion’s share of the mechanical income to the songwriters, paying them generally 
70-85% of the royalties collected. Technology had caused a root and branch re-think of 
royalty distributions.  
 
A downside for publishers was that the songwriters’ perception of their roles changed 
over time from one where publishers were regarded as the entrepreneurial wellspring of 
enterprise in music, into being thought of as bankers and collection agents, existing only 
in order to provide financial services to songwriters.   
 
However what was clearly proven was that an existing and successful business model 
disrupted by a powerful technology could survive if prepared to morph into something 
totally different. Beyond that, it proved that an industry could become more successful if 
it accepted taking a smaller piece of a much larger pie.  Implicit in this is that the risk of 
not making that change would have clearly resulted in not surviving. This final point is 
critical because this may well be the point that the whole content industry has reached.  
 
Ironically the new model tended to attract a different kind of manager into the ranks of 
publishing companies, mirroring the changed risk and profitability profile. So much of 
the risk was effectively removed, that tactical thinkers in US record companies saw the 
record company playing a role as a proxy for entrepreneurial contribution previously 
made by publishers. This led directly to record companies developing contractual and 
legal strategies to participate in the profits that could be realized from mechanical 
royalties. They did this by incorporating preeminence of an agreed reduced mechanical 
rate into recording agreements.  
 
Record companies thus worked to maximize margins by attaching the normal publisher 
margin to themselves. By simultaneously enforcing the recoupment of all recording costs 
as part of a contract, artists were forced to tour to generate revenues since they were 
indebted to their record company for recording and other overheads of the record 
company. Publishers on the other hand had the benefit of lower risk albeit with reduced 
reward as record sales increased beyond their expectations. Songwriters continued to 
benefit, and for artists who were also songwriters, publishing revenues became a key 
money earner.  
 

                                                
3 Typically the royalty to a songwriter on a piece of sheet music is approximately 10% of the retail 
selling price, leaving 90% gross margin at source, from which retailer margins, printing, 
warehousing and distribution costs need to be deducted in order to arrive at a profit figure. The 
typical mechanical royalty payable to a songwriter is 75-85% of the gross mechanical licensing 
fee received from the licensee, leaving the publisher 15 – 25% of the gross receipts with no 
deductions. (It is assumed that administration costs are common to both models).  



This work is licensed under the Creative Commons Attribution-NonCommercial-ShareAlike 3.0 Australia License. 5 

For many years recorded music sales increased year on year; prices for recorded music 
increased year on year; manufacturing and shipping costs decreased; and new 
technologies meant cost of raw materials decreased. General productivity increased and 
along with it profitability. 
 
During this time, the record industry and the publishing industry were together able to 
mount convincing arguments to law-makers for increased protection for copyrights. This 
led ultimately to the period of copyright in the US being set at 70 years after the death of 
the author and other countries following suit.  
 
 
From Analogue To Digital and From Distribution to Accumulation 
 
One of the first professions to experience “digital disruption” was that of the studio 
musician. In the 1960’s the first synthesizers were invented and musicians unions 
attempted to have their use in studios banned. They argued that synthesizers enabled 
entire string sections to be replaced with a single keyboard player. The union saw this as 
the thin end of a wedge that would lead to record producers no longer needing to hire 
orchestras. As has been proved in many industries digital technology is a platform that 
tends to enable cost reductions and productivity gains.  
 
The advent of the CD was revolutionary in a number of respects. It enabled 
improvements in shelf life for recordings because of its robust manufacture (e.g. less 
wear and tear from scratches). CDs are light in weight and small in volume so shipping 
costs were reduced. Because the materials used were freely available manufacturing costs 
were reduced. Lastly because it was new it was able to command a premium price.  
 
Audiophiles argued that vinyl records gave a “warmer” sound whereas CD’s have a more 
“brittle” or “processed” sound. There can be no arguing that the CD format resonated 
with consumers. Record companies noticed that consumers replaced their entire music 
collections with CDs. Consumers tended to retire their phonographs and chose the 
convenience of a single music reproduction platform in their homes. This led to a 
massive windfall for the recorded music industry that continued over more than a decade.  
 
However, the rise of the CD had an unintended consequence. With the proliferation of  
CD Rom equipped, inexpensive, desktop PCs and a separate but related digital 
technology - the Internet, music could be cloned and redistributed without restriction and 
with virtually no loss of quality. 
 
Convergence; “the flow of content across multiple media platforms” (Jenkins, 2006, 2) is 
as much about the social aspects of life, including price, opportunity and convenience, as 
it is about technologies.  
 



This work is licensed under the Creative Commons Attribution-NonCommercial-ShareAlike 3.0 Australia License. 6 

As the Internet became ubiquitous, new tools appeared that enabled even more 
possibilities to be achieved leveraging Metcalf’s Law4 and using the computer terminals 
that existed at each end of the connection.  Computer code writers started to take 
advantage of the potential to sell and distribute software and tools to people around the 
world, who they hadn’t met. And then the open source movement5 began and the idea 
that software along with information wants to be free6.  
 
The convergence of new technologies continued to impact the music industry. One 
invention that was released and developed by the  Fraunhofer Institute in Germany 
proved to be phenomenally impactful. The mp3 algorithm enabled the easy and efficient 
compression of content/information into small, easily transportable files that could be 
moved across networks efficiently even if they were low bandwidth. When the files were 
de-compressed by the recipient, there was some loss of quality, but the result tended to be 
acceptable to many consumers.  
 
The concept that inferior audio quality might be acceptable to consumers was a 
proposition that most professionals (particularly engineers) in the music industry had 
great difficulty grappling with. Their natural inclination was to assume that the end-user 
wanted optimum quality. This was perhaps a reflection of their own world-view. 
However, the reality proved to be very different. For the majority of consumers, the 
emotion triggered by listening to a piece of music seems to be the primary reason for 
acquisition of a recording. This concept harkens back to the origins of the music industry, 
ironically, where the inferior audio quality of a 78 rpm recording proved to be much more 
popular than a performance by oneself.  
 
The music industry focused on delivering optimum technical quality. The consumer 
products industry focused on delivering optimum technical quality. Consumers focused 
instead on convenience and emotion. “Innovative consumers adopt and use new 
technology for not just utilitarian but also for experiential outcomes. Consumer choice 
[also] involves factors unrelated to functional outcomes such as enjoyment, social 
acceptance, social status and playfulness” Dholakia et al 2010. 
 
The disconnect between what the music industry and the consumer products industry 
offered on the one hand, and what consumers wanted on the other, only became truly 
apparent with the release of Napster, a file sharing technology that enabled people to 
access and download content from other people’s computers that were also connected to 
the Napster network.  
 

                                                
4 Metcalfe's law states that the value of a telecommunications network is proportional to the 
square of the number of connected users of the system (n2). (Wikipedia). 
5 The open source movement is a broad-reaching movement comprised both officially and 
unofficially of individuals that feel that software should be produced altruistically. (Wikipedia). 
6 The first modern recorded occurrence of this expression was spoken by Steward Brand at the 
first hackers’ Conference in 1984, in the following context: “On the one hand information wants to 
be expensive, because it’s so valuable. The right information in the right place just changes your 
life. On the other hand, information wants to be free, because the cost of getting it out is getting 
lower and lower all the time. So you have these two fighting against each other.” (Wikipedia).  
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It was at this point that the point was driven home. Quality was not the issue. It was the 
marriage of quantity, convenience and price. Metcalf’s Law became even more relevant. 
The more people on the network, the more valuable the network and the more convenient 
access to information became. It was at this point that the price of content for anyone 
connected to Napster effectively became zero. There was no question that nothing could 
be more convenient than being able to consume infinite amounts of music at a click of a 
mouse while sitting in front your own screen.  
 
As some parts of the music industry waged war against Napster and some saw 
opportunity, the debate turned into front page news and the law of unintended 
consequences played a role again. The publicity surrounding Napster served to increase 
its impact and also to motivate code writers to conceptualize much more efficient ways to 
distribute content over networks, ways to do it, in fact that did not require a central 
server, thus leading to the release of a number of distributed computing technologies that 
enabled music distribution to become more discrete. Meanwhile free had become the 
assumed base price for a high proportion of consumer, many who regard themselves as 
digital natives. 
 
 
The “Yes We Can” Society 
 
Perhaps a factor that was not fully appreciated at the time of Barack Obama’s campaign, 
was that “Yes We Can” was not just a political slogan. It was a meme that also reflected 
the technological state of mind of people. Obama may have given voice to the frustration 
that many people in the US and round the world had with regard to the Bush years and a 
parallel feeling that democracy was lost. But there was also a belief by many of the 
Internet generation that (regardless of the politicians) they had the power of technology 
and instant communication at their fingertips.  
 
“Yes We Can” was a statement of genuine ability. Technology that is within the financial 
and intellectual grasp of the average person is a massively empowering proposition. For 
many who adopted the slogan and promise of Obama they already knew that they 
“could”… They could communicate with the world and know what was happening in 
almost every place on the planet instantaneously. They could download free movies, 
music, and information from an infinite variety of sources. That content might not have 
been licensed, but to many of them that was not the point. They felt empowered.  
 
“No You Can’t” was not part of their vocabulary. For several generations they had been 
imbued with a set of marketing messages that powered Amercian pop culture. Being 
somewhat dangerous and on the edge was what made artists like Bill Haley, Elvis 
Presley, Little Richard, The Rolling Stones and a host of other rock and roll performers 
into celebrities and stars. Movies like “Rebel Without A Cause”, “Pulp Fiction” and a 
host of others re-enforced the message. Anti-heroes were heroes. Rebellion was the 
natural state of those who fought for democracy. Freedom was not just a political state, 
but an attitude. Right or wrong, these cultural memes worked over several generations to 
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lead us to the point that we are at today. For the content industries to rail against the 
unintended consequences of their premeditated actions seems somewhat ingenuous.   
 
But it is not the position of this paper to argue that there is fault here. It is not only 
rebellious culture that acts as the driver for people to download and share pirated copies 
of movies and music. There is now research to show that individuals make conscious 
choices about consumption of goods where the question of legality is weighed up within 
the consideration as to price point. Consumers consider, among other things, the marginal 
difference in price between a legal or illegal good when deciding whether to make a 
purchase of a suspected stolen good. 
 
Research now shows that there is a price tipping point for stolen goods below which the 
risk of stealing is no longer worth the reward. Once that point is reached crime tends to 
stop taking place. It therefore seems to be of benefit to society to attempt to identify and 
encourage reaching such nexus points, since doing leads to a society more inclined to 
follow the rule of law.  
 
 
Research on Social Actions Relating To Price Points of Stolen Goods 
 
Professor James Treadwell7, a lecture in criminology at the University of Leicester in the 
UK, noticed that in the period between 1990 and 2005 statistics in the UK showed that 
there was a decline in breaking and entering crime. He initiated a research project to 
identify the cause of what appeared to be a counter intuitive trend.  
 
He was able to establish a direct correlation between the decline in breaking and entering 
incidences and the availability of increasingly inexpensive consumer electronics at high 
street consumer electronics stores. He established that the principle venue for selling 
“hot” goods was in local pubs and that when cheap Chinese DVD players became 
ubiquitous consumers had a choice between a “hot” DVD player or other consumer 
electronics product (possibly with an established brand) and a legitimate product at a 
price point very close to the “hot” product. His research showed that people considered a 
complex set of questions when deciding whether to choose between a hot good or a 
legitimate good. The question of legitimacy was not the paramount consideration. The 
principle consideration was closeness of price.  
 
It appears that when the difference between prices of a legitimate product and a hot 
product diverge, the consumer tends to be tempted to make a purchase based on 
convenience and price and suspends moral considerations and buys the hot good. When, 
however prices of hot good and legitimate good converge the moral consideration comes 
to the fore along with a higher perception of risk, and they choose the legitimate product.  
 
From the thief’s perspective, when illegal products would have to be sold at a price at 
which the perceived reward for the thief appears to not be commensurate with the risk, 

                                                
7 http://www2.le.ac.uk/departments/criminology/people/jt146/jt146 
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the thief is motivated to turn away from the particular area of theft that enabled them to 
generate profit.  
 
It appears that unintended consequences from reduced retail prices of Chinese consumer 
goods have come into play in a different area of social activity. They cause a lowering of 
the incidence of crime. That, of course, leads over time to a continuing benefit to society. 
As insurance claims are reduced, premiums decline and continuing societal benefits 
accrue.  
 
The question to consider now is whether the conclusion that one reaches can be applied 
generally. Is it reasonable to believe that when price points diverge consumers will opt 
for lowest price in spite of the risk of acquiring the “hot” good, and when the difference 
between legal and illegal price approaches zero, a consumer will tend to choose morality 
and reduced risk – i.e. the legitimate alternative. I would argue that since this is Adam 
Smith philosophy in action, the probability is that it is true.  
 
It may then be reasonable to consider the same proposition would apply to consumers 
who are contemplating whether to acquire a piece of content online. For a single track of 
an album they currently have a choice whether to pay zero or $1.50 for a track. But as 
Anderson (2008) so aptly stated, “there is a huge difference between cheap and free”. So 
once you place a price of even 1 cent onto something that is conveniently available for 
nothing, “selling” your product/content becomes instantaneously more difficult. 
Therefore it is imperative to establish a “fair price point for content” that takes into 
account the consumer perception of what the maximum marginal difference in price can 
be.  
 
 
The Logical Economics Of Digital Music 
 
In 2007, legitimate, paid for, digital downloads of music represented between 10% of the 
total number of tracks that were downloaded.8 Concurrently digital downloads overtook 
physical sales for Atlantic Records in 2007 (Arango 2008). By 2009 the IFPI concluded 
that 95% of downloads9 were illegal.  
 
Yet at the same time the IFPI’s report10 concluded that revenues from legitimate, paid-
for, downloads was making the digital music business the most successful of all media 
industries. It states: 
 

The digital music business internationally saw a sixth year of expansion in 2008, 
growing by an estimated 25 per cent to US$3.7 billion in trade value. Digital 
platforms now account for around 20 per cent of recorded music sales, up from 15 

                                                
8 http://www.twice.com/article/254998-
NPD_Illegal_Downloads_Outpace_Legal_Downloads_By_10_1_Margin.php 
9 http://news.softpedia.com/news/95-Percent-of-Online-Music-Downloads-Are-Illegal-
102185.shtml 
10 http://www.ifpi.org/content/section_resources/dmr2009.html 
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per cent in 2007. Recorded music is at the forefront of the online and mobile 
revolution, generating more revenue in percentage terms through digital platforms 
than the newspaper (4%), magazine (1%) and film industries (4%) combined. 

 
Clearly either the content industry is hugely successful as a result of digital or it is in dire 
straits.  
 
Obviously the music industry would like to ensure that all downloads are paid for. From 
talking anecdotally to music industry executives, it appears that this is part of a credo 
rather than being a well thought through business decision. 
 
It also seems to fly in the face of the music industry’s history and its evolution into an 
extremely successful global industry. That evolution was all about adaptively changing 
business models to respond to new technologies.  
 
It also ignores the fact that the fundamental methodology of remuneration for the use of 
copyrights is tied to the fact that the remuneration of the owner of copyrights has always 
been largely invisible to the end-user.  
 
When music is used in film, on radio or in live performance the rights owners of songs 
and recordings are paid without the end user being aware of the contribution that he or 
she makes. Radio stations pay to play songs, on the basis of a percentage of the total 
advertising revenues of the radio station being accounted to the rights owner and 
collected by an collection society for distribution to creators and rights owners. Movie 
studios pay to use music in a movie by way of a sync fee for the original synchronization 
of the music into the movie, and then pay per unit for the DVD’s manufactured and sold. 
Lastly a percentage of the price of each ticket sold is paid to the publisher and songwriter 
when songs are performed in musicals or when a venue or retail outlet has music, live or 
recorded, able to be heard by the public.   
 
One of the considerations in looking at the music industry’s method of calculating the 
impact of downloading is that they, as an industry, represent the proposition that every 
download is a loss of revenue. They then present a statement of notional losses based on 
a calculation of the premium price for each download multiplied by the number of 
alleged illegal downloads. This gives an impressively big number as a reflection of 
foregone revenue. But it is a true reflection of reality?  
 
I would suggest that the economically rational approach should be initially to establish 
the “practical value of a download” (PVD). This is achieved by taking the total revenue 
for digital downloads that was actually received and amortising it across the number of 
downloads that actually took place, legal and illegal. If we take the approximate median 
price of a legitimate download from Apple’s iTunes at $1.50, and assume that the IFPI 
figures that were published in 2009 are accurate, it would mean that of 100 tracks that 
were downloaded, five would be legitimate and 95 would be unpaid for. That would 
mean that the actual revenue generated and collected would total $7.50. If we amortize 
$7.50 over 100 tracks the PVD value would be $7.50/100 which equals 7.5cents per track  
the total revenue from those downloads would  deliver $7.50 of gross revenue.   
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Most vendors have continued to maintain relatively high priced schemes for downloads – 
what made file-sharing popular in the first place” (Dubner, 2007). Taking the hypothesis 
with regard to marginal difference in value between legitimate and illegitimate we have 
to conclude that the difference between 7.5 cents and $1.50 is much too wide to expect 
that people will ever shift toward the purchase of the legitimate because the prices 
diverge too much. As a result it is inevitable that there will be a continuing trend toward 
downloading for free unless and until the price of a legitimate download approaches the 
PVD price.  
 
 
What Would Happen If The Price Per Download Was 7.5 Cents? 
 
There are a number of considerations that would arise for the music industry if they were 
to contemplate a substantial shift in price that would make a decision to cut their prices 
extremely difficult for them to seriously consider.  
 
The first would be that the comparative price between a set of downloads and a CD 
would be so vastly different that consumers would possibly change from purchasing 
CD’s to only downloading songs. This would obviously reduce revenues massively. (This 
has in fact already occurred when, last year, JB HiFi ceased to stock CD singles for the 
reason that sales were down; reporting “Australian singles charts are now predominantly 
compiled from legal downloads” (Adams, 2009). Similarly, the difference in price 
between a download from iTunes and what is proposed here would be sufficiently vast as 
to discourage people from purchasing from iTunes unless iTunes became the primary 
venue for such sales.  
 
While these may be reasonable arguments from the seller’s point of view, the question 
needs to also contemplate whether the quality of the downloads would be universally 
similar.  
 
Since mp3 files that are offered illegally are not necessarily about quality, one solution to  
consider might be to offer a low fidelity file to a consumer at a low price. This would still 
give them the choice of a higher fidelity version at a higher price. 
 
A more critical issue is the question of micro payments. The costs of processing 
miniscule payments might greater than the transactions themselves.   
 
Perhaps the greatest problem though, is whether issue a consumer would want to shift 
from paying zero for a download to paying even 7.5 cents.  
 
There is an answer though. 
 
That is to develop a model that reflects the practical reality of how the most successful 
digital online business in history is transacted.  
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The reason that Google has been so incredibly successful is that they developed a model 
that reflects the interdependent ecosystem in which we all live. Customers are 
stakeholders along with shareholders, employees, suppliers and others. The way that 
Adwords auctions function is a reflection of that. Adwords enables businesses to bid to 
purchase key search terms so that searches on those words enable the successful 
purchaser of the word to become the primary search result for users of Google’s service. 
 
Imagine if every content download was sponsored as a result of the artist and the track 
name being rented to a person or corporation. Just as Google auctions the Adwords, the 
access to the download of track by each artist would be auctioned. It would effectively 
become a sponsorship of the download.  
 
A minimum payment for the facilitation of a download would be 1 cent. The maximum 
would depend upon the perception of the popularity of that title to the winner of the 
auction.  
 
The successful sponsor’s name, or product would be displayed on the screen of the iPod 
or phone or other device when the track was played: “Track X by Band Y brought to you 
by ZZZZ”.  
 
Of the money generated by this, 1% would be accounted to a philanthropic cause, chosen 
by the downloader, with those funds being used exclusively within the country in which 
the transaction took place.  
 
So the choice of the downloader would be to direct the payment flow of the sponsor 
toward the philanthropic cause. They would not be able to choose the ad or the sponsor.  
 
This would then have the result of achieving the following: 
 
People would understand very rapidly that by downloading from a non-legitimate site, 
they would be actively ignoring making a contribution beneficial to themselves. By 
downloading from a legitimate site, on the other hand, they will be helping their own 
countries and their futures and those of their children, since the philanthropic focus would 
be local.  
 
By creating a defined set of targets for philanthropy people will be encouraged to 
download more tracks in order to ensure that more money goes to the philanthropic cause 
paid for by sponsors.  
 
By ensuring that people understand the benefits of these actions ultimately people will be 
encouraged to turn away from pirates totally. Why? The pirates will no longer appear to 
be Robin Hood and instead will look like the Sheriff of Nottingham. Ideally, the pirates 
will become the facilitators of the entire process, in exactly the same way that the pirate 
music manufacturers in third world countries in the recent past were encouraged to “go 
straight” by becoming partners with the major multinational companies as copyright laws 
were brought into being in these countries.  
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Additionally consumers will become encouraged to tell their friends about new music, 
because the more that people download new music and get their friends to do so too, the 
more the network effect will come into play and new artists will be discovered by more 
people.  
 
There is a further reason why they will do this even more emphatically. It is because by 
doing so they will feel that they are actually punishing the record company. Their 
perception will be that by downloading the songs they are making the record company 
forgo some of its profits and forcing it to do good. Regardless of whether this is a real 
factor or not, it is essential that there is a model that reflects the reality of how things are, 
rather than the fantasy of how an industry might want them to be. Analysts predict 
“physical CD sales to bottom out in 2013” (Mikkel, 2010). 
 
The fundamental proposition relating to this is to understand that we live in a world 
beyond even interdependence. We live in an intradependant world. This model reflects 
and builds upon Lohmann’s (2008) Voluntary Collective Licensing model. It states that 
1. Artists must be compensated for their works. 2. Music sharing is here to stay, and 3. 
Fans do a better job of distributing music than large companies. 
 
The consumer, even one paying no money for valuable content, is even more important 
as a stakeholder in the value chain.  
 
The issue that has been central to the problem is that the owner of the rights needs to be 
remunerated. This can not happen when the choice between legitimate and illegitimate is 
a choice between any number and zero. It can only happen when the natural inclination of 
consumers is reflected in the way that business attempts to operate. 
 
In order to achieve this we need a consumer manifesto. The manifesto needs to include 
the philosophies and insights of all stakeholders. It must be created with input from all 
the stakeholders.  
 
The next step is to create a Declaration Of  Creative Interdependence.  
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