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Music Distribution for Free Makes Big Bucks

OKI, Kentaro

Analyst, Foreign Market & Policy Group, KDDI Research Institute

U2, Irish rock band, made large sums of money by allowing the free download of its
new album “Songs of Innocence” to more than half a billion iTunes subscribers. Prince,
the American rock musician, debuted his new album into 2.8 million issues of a London
newspaper as a bonus, which led to generating record-breaking revenue from his
shows in London. English rock band, Radiohead, released its album “In Rainbows” on
the basis of “name-your-own-price” which included “free”. “In Rainbows” became
Radiohead’s most commercially successful album.

These free business models are driven by schemes called “Cross-Subsidies” and
“Freemium”. For example, U2’'s free distribution was subsidized by three other
revenues; a subsidy from Apple, a surge in sales of its previous albums on iTunes, and
revenues from the sale of physical copies of “Songs of Innocence”.

“Cross-Subsidies” and “Freemium” are not brand new concepts, as they have been
incorporated into numerous innovative and creative services in a wide range of
industries. However, regardless of their popularity in other industries, successfully
selling music using these concepts in such an established industry sector seems
unusual and outstanding. From this success it may be possible to claim that, generally
speaking, the more mature an industry is, the more effective these marketing concepts
might prove to be.

Apple, U2, Bono, Radiohead, Thom Yorke, Nine Inch Nails, Trent Reznor, Bit Torrent,
Google, Ryanair, Free Mobile

Music distribution, Free, Cross-Subsidies, Freemium
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