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Case Study 6.1

10 2006, two Swedis, serlal entreprencurs - Dl K and Martin Lorentzon -
{ounded Spoiy, the Ewropean based, on-domand, msic sucaming. Seice
(Spotly, 2013). The founden recogmised he gap in the cxiing marker and
Geveloped a setvice to meet customer needs. Spotify combined the existing

s el of oline radic and the on-demard fetoesof the s Stor. The
reation allows tenest crete custom playlsts of st favouie songs through
Spotys user tefac vher than purchasig mdvidusl songs 1 albums. A
TGl the Ttene 1 complete conrol o (e onine Itening xperince, and
Vi et use.

“To develop Spotify, Ek and Lorentzon considered the resources needed o succeed
1n Such a veniee. Hisorclly, the online music ormat sragged 1 g Iegal
s 10 the maslc i the recod label. oty colboraied with the recond
Companics whichallowed the sevce o aunch (2008 witha huge bra
oy . 1S webslt bosts hat 20,000 Songs are added dlly Spony

e technical aspects of Spaly were 1% inovative I tha the ysem was
developed to be lightweight; the application has high usability ratings with
ow e tnes. Mueh of Spotly' scces can be atbuted (0 s undestand.
S et intetace and with s more recen semtes ntegtaion wih Facebook.
Decmed mypasochl by Saver (2012), the Spoy cxperence sllows Facebook
rends toShav playlss and tese collaboratve playss, hus xpanding arists
cutcach and devloping » new meracive Toteng cxpericnce, Al dding
ol et Sponty baanced the demand fo fl ceessocal shring wih
st s llowed the Tencs o it o prohibtsocl media iterachon
2 desred One o the mst ecent premium faturesallows Spoity lylst 10 b6
ownloaded To istening enjoyment whe th usr 1 not dhectly connected 10
T Tternet. Through thes constant upgradcs i 5 cvdnt tha (e needsof the
e
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I o e iy Y e
the service. This method gained buy-n from “ealy adoptes and Influcncers”
beore apening aces toal wses (Rehard, 013 T hajitc social experience
of Spotty provded more oppertniic forgrowth into he ey majony: The
et with Fcebook i ¢  ecomaendtion fom he ey opacs (o
e cay majority by dsplaying he eners precrence for .Wmm
nd thesong th lsents s Gined info o acehook feds, Spotty eached &
much arger socil network. Orgnaly avalabe only in Faropean countrics,

xpandad o Mustraia, New Zealand, SouthEast Asa and the United
Staes (Spot, 2013, Now, angone nthese countres can o without an invia-
Hon In addin t Facenook miracons, Sptly sxpanded s syser 0 v
254 platior fo hrd paris 1o develop and launch apps within oty which
Cnhinc the verll cuomer experie, Curetly, e mbedded apps share
st informaton,sch a1 son e, lbur eiews and ocl concerts
by listeners avoute atsis 4poi, 2013, Spoy s dvelopn an cver-rowing
e ok hiough s e of ocal mecks,ceationof 0l experenc o
5 enery, sy v and igh acesibiliy 10 songs.

Spotity's repact o ealyscesing o compeniating artsts andrcordabes
Siows e companys inernational expanson whie sinng (st from uthor
s and uer,put i aprosch llows or quickes rowth oncs th egalty of
e fm i confmed wihin 8 marke. Spotiys Tems and Condions of Use
Crplcly it Spotly spes ttlectul propety fighis and xpecs you to
Gohesame” (Spot 2012, s st of SOty s commiment 0 1t ghts,
e heavy metal and itallic opene thl e cataoge o msi 0 oty
i Decerber 2012 fter over  docade of Sanding p to muse iy (Hufingion
Fos, 2012, This tsted metwork encoursges o mbedded apps, Tstencrs
ervics i musiclans 0.

Historically, the music industry is accustommed to a music purchasing bUsiness
el Theanegenic f ApISs e tore demonsited it money coul e
Toade it digiat i, b hs ling ort coninae the purchasng model
St nrcord e, Ul the movie a0 leIon ingusrie e pars
g of the s Industy ha o ransioned 10 e ong e paymment rle
Teulre o a ke T Sevie, uch 3o Sply's:Fo eamPe 1  song Is

ehased o unes, the ecord et e s rece one oy, While with

s e Feciplomts e pld s onth pretagsan st s pyed.

and the musicans ar gaining a new revenue stream that may ast fo decades.
Some members of the community are questioning the sustainabiliy of
Spotify's business model Record labels and artiss are paid 70 per cent of Spotfy's

revenue (Huffingon Post, 2012; King, 2012), and Spotify pays aists whether or
not the listener pays for the Spotify service. A leak of Spotify’s financial situation
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GugtciRly, IO TR M Gcueletonl £ S0 = e = oliaited
access to on-demand music supported by advertisements; and premium - unlim.
T comtmactil v . T oy Lcesos for s sop B he saics
Sre e lning. The Incontioes Emtrsling e pmham o e
it e e e d e g
ettt et Rl xaeaty e ercane aodeloas 8
three iers of service: fiee - available only on computers with a limited amount of
monthly by e aad sippore by scvenisemnts anied -3 sl o (€9
provides i, adviement et o compAERsand i scses
& Commeria e 3P0y o al ofyout devices, incaing Bblels and phones
a  Sighty igher monialy prce (20, With ovr 24 millon total user, the
ety of ses ulis she e verdion with 2 o 25 e cnt of cuent s
Opting 1o purchas adverdsement s acessitht oy of anally ot
2513): Ailaily 10 fre soluion allows steners o et ut he Spofy ervice
ithouta co% commitment. However,advrisments produce oy about 10 er
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cent of the firm's revenues (Sandoval, 2012). Meanwhile, the monthly premium
subscription price i low for the listener when the cost and effort of purchasing
amdapncing st comikdeel.
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‘shows the company to be losing millions of dollars each year, yet the firm continues
Sucomily sl invsor supportSandoval, 2013, Sy payeon - pro -
Scal i SIS eceiing 3 Matching PIGag of the monthly rofts s the
percentag of the total plys forthel ongs Wi the month (KIng. 2012, For
Cuample i an S o e payed 1 et <ent of the monthly o s on
Sl e et o ek spropt gt wouk b o 1 ot
he 70 pe centof Spoiy’ et bt 3 oyaltis(ing 2012). s cxplo
aton o payment hisd on Sporly' variable monthly come may Cxpain why
Some musiclans s complaningabout oot payment ot thels music ply time

176, TECHNOLOGY ENTREPRENEURSHI?

Spotfy' highprofi succes Is disupting the way Tstners’ consume music
The company's rowth s purrd othe man player o bring i serices
o compate. Mot i 5 neded t convince the Sakeholdersof the o
{mpocts he Spory businssmodel may haveon he nduste. Mesmhi
15 cvoling 10 continually e customers’nceds i 5 uiding thei network.
T will ] th company can maintan s il growth i the ong crm.

s Qestions

1) Discuss e ways tha Sty ststies customr osds

21 Wt aspectsof Spatt' busiessmodel engihn il netvark? Whataspects
wesken 7

31 I whatwaps i Sty gow a5 sution st campleted mulil terationsf e
ancuaton o yce?

015 oty freemiu revenue madel 1o riey 5 he compony fces signifcant
st o thr e rrants whi e oty f usrs ey h e, e
isement support snvice?

5) Wt spacs f he Sty sotion make Istenrs’ st depanant? oes e

o doenugh to e yalty 1 th skt

) Discuss possine modications 1 ooty eense el {0 make the company
moe proftabie while espacting e compony' alus (. i ow.<os music.
s T





