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Abstract

Currently distributors ensure the operation of the whole value chain in the music industry, while
most researchers focus on technological, streaming and copyright impact in light of digitalization.
This paper tries to understand the influence of digitalization on business models and the role of
music distributors in a value chain. Research identifies operational processes that were changed due
to digitalization, barriers that arose, and actions taken to overcome them on the corporate level.
Through retrospective case study based on an interview with the CEO, the experience of the Russian
music distribution company Bromal6 is analyzed. This paper describes the goals of business model
transformation, drivers, performed activities and their results. The research derives four consequences
of digitalization for the firm’s business model and role in a value chain: the firm can be considered as
a technological company rather than a music company. Distribution relies on digital instruments for
management and marketing. Local intermediaries get more opportunities to enter foreign markets,
but they have to perform innovations in these markets. Music distributors operate at the complicated
intersection of copyright and technological aspects. The research applies a general theoretical
framework for the study of digital transformation of business models. A similar approach can be used
to do research on companies in music and other creative industries, and to conduct workshops with
industry representatives. The paper provides value for practitioners in emerging music markets, for
example, Brazil, Argentina and Mexico, due to the presentation of management practices towards
digitalization and the consequences of transformation for the distribution role.
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Introduction

istening to music is one of the main
I digital practices in Russia and in the
world [1, 2]. Digitalization assumes
the creation of entirely new business models
that fully rely on digital technologies and data
to enable innovations in products and services
[3]. In the music industry, it is connected with
streaming platforms. In 2019, worldwide rev-
enue from sales of physical copies was equal to
$4.4 billion, while revenue from streaming —
$11.4 billion, representing more than 50% of
total revenue of the industry [4].

The Russian music industry has a very opti-
mistic future, since it follows global trends.
Eastern markets including Russia are charac-
terized by high growth rates, and this attracts
Western firms [5]. The Russian streaming ser-
vices developed by Yandex and VK successfully
compete with international platforms iTunes
and Spotify and capture almost 70% of the dig-
ital music market in the country [2]. 87% of
Russian listeners use streaming services, while
worldwide only 61% of listeners use stream-
ing on average [6]. In terms of the popularity
of streaming, Russia is overtaking developed
countries, for example, the USA (68%), Can-
ada (56%), UK (56%) [7]. The Russian music
industry is unique due to the activity of listen-
ers and the success of domestic companies that
develop music services.

Streaming platforms cannot collaborate with
all people producing music all over the world [8].
Distributors aggregate licenses from a big num-
ber of artists and present theirs rights, ensuring
the operation of the whole value chain in the
industry [9]. The study of how digitalization
impacts on distributors’ roles gives us an under-
standing of how the operational processes in
the industry have changed. The main research
question of this study is the following: how has
digital transformation affected business mod-
els and the role of music distributors in a value
chain? This paper answers these questions using

the example of the Russian company Bromal6
and identifies the main operational processes
that were changed, the barriers that arose dur-
ing the transformation, and decisions taken to
overcome them. This paper is based on a ret-
rospective case study of the company Bromal6
that represents the rights of more than 1000 cli-
ents worldwide and has more than 25 years of
experience in the field. The data was gathered
through a semi-structured interview with the
CEO of the company. The case study is led by
theory grounded in the holistic business model
framework proposed in [10] for the analysis of
digitalization in creative industries.

Changes in the external environment were
the main driver of transformations. Russian art-
ists had no instrument for music management
on streaming platforms, while distributors had
to buy expensive software from foreign firms.
Foreseeing the industry’s future on the Western
example, the company started the development
of a platform for music management internally.
Addressing the gap, Bromal6 was among the
first companies to provide digital distribution
services for Russian artists. At the time, senior
management decided to separate developments
into an external company Heavenl1, that now
sells digital instruments for music distribu-
tion. Bromal6 faced conservatism in the value
chain connected with the lack of skills. Emerg-
ing music streaming markets in other countries
presented growing potential, and both compa-
nies focused on foreign markets. Currently 90%
of Bromalé6 clients are international artists and
labels.

The transformation of music distributors is
not the most popular area of research in the
field, where all articles can be distinguished
between several topics ( 7able I). The first group
studies the impact of technologies on produc-
tion approaches, quality of products, exist-
ing and emerging markets, and consumption
practices. Several articles are dedicated to the
appearance of new intermediaries, curators,
who rely heavily on data [11], freelance man-



agers and designers [12]. The second group
is aimed at streaming influences on consum-
ers’ experiences, music and media industries,
artists and producers. Authors actively study
business models and strategic management in
leading streaming companies. The third group
of articles is connected with copyright issues,
while the main topics cover reasons and pat-
terns of piracy, the negative impact on artists
and approaches to reduce it, copyright poli-
cies on the national level. As the main areas for
studies show, the development of digital tech-
nologies, dissemination of streaming services
and copyright issues are key trends shaping the
music industry.

The large gap in the analysis of intermediary
roles is observed, while only several articles try
to study this topic [9, 12, 19]. Authors strive to
figure out how intermediaries emerge, which
roles they perform, leaving behind an under-
standing of business models and their devel-

opment under digitalization. Alternatively, for
other topics technological impact is of interest
to researchers, while we note the lack of arti-
cles dedicated to the study of intermediaries
on the intersection of business and technologi-
cal issues. To fill this gap, our study proposes
the following hypothesis: distributors should
be considered as technological, rather than
music companies, whose work is shaped by vast
amounts of data and legal issues.

The analysis we carried out fills this gap and
offers insights into digitalization in Bromal6
and four consequences for the firm’s business
model and the role of the company in the value
chain. These consequences cover the impor-
tance of technologies in working processes of
todays’ distributors; new opportunities for local
distributors due to digitalization; intersections
of legal and technological issues in the work of
distributors. The outcomes of the article can be
relevant for countries where the rapid develop-

Table 1.
Key topics and sub-topics identified
within the review of literature
Topic Sub-topics (Eix ::'tliitl:llgz
Technological Impact of digital technologies on production, promotion, distribution,
impact g consumption practices, industry structure and business models [11,13-15]
P of artists, labels
Streaming Impact of streaming services on music expenditures, listening behavior, 8. 16-18]
impact value chains, business and production practices ’
Intermediaries Emergence of music aggregators. [9, 12, 19]

Roles of intermediaries

Business Business models of streaming, producer-oriented platforms. [20-2]
of technologies Partnerships between artists and platforms

, Phenomenon of piracy.
i(;(;%gght Copyright policy. [23-25]

The fight of companies against piracy




ment of streaming market is observed in the
recent years: Mexico, Brazil, Argentina [4, 7].
The practices reviewed are of interest in coun-
tries that try to establish domestic companies as
leaders and protect their market from the influ-
ence of Apple, Spotify and other foreign firms,
providing services along the value chain [4, 26].
These companies are focusing on Russia, but
domestic firms set competition on the market,
so their experience can be useful [4].

1. Digitalization
of the music industry

In the early days of the industry, special lab-
oratories produced records, while distributors
were responsible for selling vinyl. Afterthe iden-
tification of the possibility to gain higher reve-
nues, they started to invest their own money in
laboratories, which gradually were transformed
into recording studios [12, 22]. Studios made
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Fig. 1. Value chain in the music industry
before digitalization [9, 12].

records, while distributors started to shape the
market and research the audience [14]. This
led to the creation of groups responsible for the
repertoire inside distribution firms, all of which
attracted the attention of studios [12]. Stu-
dios decided to analyze demand and audience,
despite the lack of distribution channels, and
developed over the time into major labels that
found new artists and created records [22]. Dis-
tributors were responsible only for the replica-
tion of copies [12]. The whole value chain was
established (see Fig. I). A similar value chain
existed during all physical formats until the era
of digitalization started in the early 2010s [22].

Digitalization (laptops and software, ready-
made samples, electronic instruments) has
transformed production and made it cheaper
for independent musicians [11, 14, 20]. Pro-
duction does not require investments, and
labels have established a focus on market-
ing services and perspective artists, where the
product is a marketing unit (content + market-
ing strategy) [7, 22]. Simultaneously musicians
can perform management functions them-
selves and turn into professional artists without
producers and labels [12, 20].

Now artists receive money not for sales, but
for licensing, when they transfer rights on dis-
tribution to stores [14, 18]. Intermediaries are
necessary, because the relationships between
stores and artists are characterized by informa-
tion asymmetry, where one side has bargaining
power [8, 17]. The stronger party can capture a
share of the margin by threatening partners |9,
16]. Hiring one intermediary allows many art-
ists to cut transaction costs through the width
of the music library that determines market
power [8]. Streaming services are also inter-
ested in intermediaries, since they need to sign
deals with millions of owners of copyrights
(record labels or individual artists) all over the
world [8, 9, 17]. Currently distributors stay in
the center of the value chain, ensuring its func-
tioning (see Fig. 2).
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Distributors have more mechanisms to
influence the market. While labels concen-
trate on prospective artists who bring profit,
distributors do not care whose music they
deliver to platforms, serving as many artists
as possible to maximize revenue [14]. Thanks
to the width of the library, distributors receive
more market power in terms of communica-
tion with streaming platforms. Distributors
are the only “musical” party that can limit
the influence of technological companies, for
example, by providing exclusive content.

2. Methods

This paper uses a case study as a research
method for several reasons. Firstly, it repre-
sents an intensive study of a single unit for
the purpose of understanding a larger class of
similar units [27]. Focusing on the one object
enhances homogeneity in case design, which is
important to draw valid conclusions [28, 29].
Research applies the typical case technique to
constitute a story as the most representative
technique used to probe causal mechanisms
[30]. The selection of the company Bromal6
was guided by two criteria: the company’s
experience in the music industry and adoption
of digital technologies. Bromal6 was founded
more than ten years ago, and its staff has more
than 25 years of experience in the music indus-
try [31]. Bromal6 is officially affiliated with
the firm Heavenl1, providing innovative digital
solutions for music companies [32]. The case is
limited within the ten year period since iTunes
was officially launched in Russia in 2012 and it
was the beginning of streaming development.

The research applies a specific theoretical
framework to frame a case study [33]. A com-
mon framework provides the basis for formu-
lating framing questions and identifying issues
[29]. The research uses a holistic business
model framework developed in [10] to analyze
digitalization in companies in creative indus-
tries. This framework has been chosen instead
of popular ones due to several advantages. First,
it was constructed through the literature review
of more than 70 definitions and concepts of a
business model. Thus, it presents a synthesis
of previous studies. Secondly, the framework
was tested and finalized through 80 case-stud-
ies, and it was reviewed during three work-
shops with business representatives from crea-
tive industries (see Fig. 3). The business model
covers all aspects, explaining how a firm does
business and will operate in the future, and it
is considered as an ideal type to plan innova-
tions [34, 35].



Value Proposition

_______

Product Offering

Target Segment

Revenue Model

Value Architecture

Value Sensing Value Creation

Value Distribution Value Capture

Stakeholder Credibility

Functional Architecture

Product Innovation
& Commercialization

Financial Sustainability

Infrastructure for Production
& Distribution

Customer Relations
Management

_______

Fig. 3. The holistic business model framework [10].

This study focuses on the foundational layer
of the framework, because it reflects trans-
formed processes. The foundational layer is
also called the functional architecture, since
it consists of core activities of a firm [10]. The
research targets three main aspects of the busi-
ness model: product innovation and commer-
cialization, infrastructure for production and
distribution, customer relations management.
Through the case study changes in these aspects
will be reflected.

The interview tool was used for data col-
lection to gain in-depth knowledge about the
phenomenon and identify the most signifi-
cant issues [29]. All internet materials about
the company were used to formulate the back-
ground for the interview and the case study
(Appendix I). The proposed interview guide-
line does not follow a rigid structure (Appendix
2). To obtain relevant data, it was necessary
to conduct interviews with top managers who
have been working in the company a sufficient
amount of time, since the case study is ret-
rospective. Employees have a non-disclosure
agreement (NDA) that covers all information
about technologies. Interviewing employees
on this topic would be unethical. To overcome
the barrier, an online interview with the CEO
was conducted. He has been at the forefront

of the company’s digitalization for the last 10
years.

Interviewing the CEO allowed us to under-
stand the motivation of the company towards
transformation and to explain why the enter-
prise architecture is to be developed. Based
on the interview, the motivation could be dis-
cussed in the context of the Business Motiva-
tion Model, developed by the Object Man-
agement Group (OMG). This framework
covers the goals of a company, explains how
a firm intends to accomplish it, opportuni-
ties and threats for a business, its strengths
and weaknesses. The model pays attention to
the external environment, covering drivers of
development [36]. An interview script to col-
lect and interpret data in a narrative way was
applied. Since only one interview was con-
ducted, the application of coding was unnec-
essary and faced risks of missing important
details.

3. Case description

Bromal6 is a distribution company estab-
lished in 2010 in Moscow. It represents the
rights of 1000 clients, including labels, art-
ists and other distribution companies, and
over a million music recordings. The compa-
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ny’s activities can be distinguished between
two groups (see Fig. 4). The first group is music
publishing services for producers to license rep-
ertoire, manage copyrights, collect royalties.
The company can help with release market-
ing, delivering flexible contracts with different
bundles of services. The second group is deliv-
ery of licenses on behalf of publishers to pro-
duction studios that develop music products
(podcasts, advertising, etc.), physical products
(CDs, etc.), background music services in pub-
lic places [31].

The company established a technology-
driven approach to deliver services based on
a digital platform for repertoire management
and licensing. The platform provides informa-
tion on every transaction, regardless of geog-
raphy and presents it in granular reports to
ensure transparency of copyrights and distri-
bution of royalties. The platform design allows
them to control repertoire ownership over
multiple territories, multiple right types, rev-
enue streams. The platform is the core of the
business model, enabling all services in the

company’s portfolio, but the situation was not
always like that.

Initially the company was created to produce
a repertoire of artists and deliver marketing ser-
vices. Changes in the motivation of the company
are illustrated by the following statement from
the CEO: “... Market reorientation from albums
to singles was obvious more than ten years ago,
and company was aimed at the promotion of
singles. But shift to the licensing model of distri-
bution, started in 2012, required from producers
to upload music and collect royalties, where the
problem was to document the music.”

Bromal6 was among the first companies in
Russia to provide such services for producers.
Russian distributors had to buy software from
foreign companies, and it was expensive. The
firm started in-house development of a digi-
tal platform in 2010—2011. Since 2012, devel-
opment has been realized within the affiliated
company Heavenll (see Fig. 5), which pro-
vides a common database and platform for
music management. Currently all Bromal6
services are enabled by the platform.
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Heavenl1 offers products to various parties
who create, license or use music commer-
cially [32]. The core product is the multi-
territorial multi-rights database for music
works, master recordings, record releases,
audio-visual products and lyrics. The key
technical components of the system include
a common database for music works, supple-
mented with instruments for data importing/
exporting in different formats, deduplica-
tion and cleaning, automation solutions for
processing Digital Service Provider reports,
songs identification. This makes it possible to
send releases to platforms, track submissions
and manage repertoire, automatically dis-
tribute royalties for all parties with detailed
statements, prepare reports and documenta-
tion. Key clients of the company are publish-
ers and labels, online music platforms, Col-
lective Management Organizations.

4. Findings

Digital technologies have disruptively changed
the business models of companies in creative
industries, and Bromal6 is also an example of
this [34]. The firm focused on the promotion of
singles, but the processes of value creation and
customer appearance have been changed by the
introduction of a platform for music manage-
ment. These changes have strongly affected the
business model of the company. The firm moved

along the value chain from promotion to distri-
bution.

To analyze transformations in the business
model, the foundational layer in the holistic
business model framework developed by [10]
is considered (Fig. 3). Changes have affected
all three components in the foundational layer.
Bromal6 was established for the promotion
of singles, but due to the appearance of music
streaming senior management decided to focus
on distribution. Thus, the key product bundle
has been fully changed. Currently the company
stays after marketing services in a value chain
(Fig. 2). Instead of providing marketing ser-
vices, Bromal6 deals with music documenta-
tion, licensing and royalties distribution.

Licenses have become the key product in the
music industry, since they represent amounts
of money passing from fans to artists and labels
through streaming services and distributors.
Working directly with licenses, distributors gain
higher revenues and more market power. To
establish this control, distributors have to serve
as many clients as possible and digital technol-
ogies are the important instrument for this.

The platform for music management allowed
Bromalé6 to enter the Russian music distribu-
tion market among the first. It proves that the
infrastructure component became the key in
the business model due to digitalization [10].
All customer relations have been automated on



the platform. The group of potential custom-
ers has expanded from artists with promising
singles to all stakeholders who want to sell or
buy music licenses (Fig. 4). Currently Bromal6
represents the rights of more than 1000 clients,
including artists and labels.

The OMG Business Model Motivation
framework is applied to understand transfor-
mations of the business model of Bromal6.
At the company’s inception, the CEO’s moti-
vation was to promote singles because of their
growing influence. The announcement of the
iTunes launch caused changes in the goals
of the firm. Russian artists and labels had no
instrument to upload music on streaming ser-
vices, track all purchases, collect and distribute
royalties. So, the digital transformation of con-
sumption practices identified gap in Russian
music industry.

Appearance of new market niche for digi-
tal distribution can be considered as the main
driver. Realizing this, senior management of
the company decided to shift focus from the
promoter role to the distributor role. Since
2011 the motivation of the Bromal6 is to cre-
ate convenient digital instrument for uploading
music on streaming platforms.

But the company faced some threats for busi-
ness development. Russian distributors had
to buy software for music management from
foreign companies. That time firms could
not afford expensive foreign digital solutions.
Bromal6 had strengths, since the company
was young. It gave flexibility for strategic devel-
opment. Senior managers had more than 15
years of experience in the industry and fore-
seen the movement towards digital music con-
sumption before the announcement of iTunes
launch. Analyzing the music industry in west-
ern countries, senior management decided to
start in-house development of the platform for
music management. When Apple announced
the iTunes launch in Russia, development was
already separated into the company Heavenl1.

A successful industry forecast and pro-active
development of the platform allowed both firms
to be among the first companies on the mar-
ket: Bromal6 as a digital music distributor and
Heavenl1 as a technological provider for music
distributors.

Another threat to the company’s business was
the conservatism of clients (artists and labels).
According to the CEO: “... Bromal6 was ready
to provide today’s set of services eight years ago,
but artists were not ready to use the platform
for music management. Even today some pro-
ducers try to contact Bromal6 to check music
submission, though they can do it on the plat-
form.”

Skills in the use of professional software,
platforms, content management solutions and
databases are required from artists. The com-
pany experienced several approaches to solve
the problem. First — educational services for
clients, explaining, how to register songs in the
database, manage content, use collected data
for commercial purposes. Second — a focus on
foreign markets. According to the CEO, “cur-
rently more than 90% of the clients of Bromal6
are international artists and labels.” In the early
2010s music streaming markets were emerg-
ing in a lot of countries. Due to market condi-
tions, both companies have been successful on
an international scale. Currently the compa-
nies have offices in Amsterdam (Bromal6) and
Dublin (Heavenll).

5. Discussion

External development of the industry stimu-
lated transformations in Bromalé, all of which
is usual for creative industries [34, 37]. Opportu-
nities to upload music on iTunes determined the
need for a digital solution to collect and distrib-
ute royalties. Demand for new intermediaries
is often connected with digitalization [35]. The
lack of software for music management shows
the increasing importance of infrastructure [38].
Bromal6 presented a platform to address this



gap. It resulted in the transformation of all com-
ponents in the foundational layer of the business
model, following the experience of other firms
in the creative industries [39]. However, com-
panies used to experiment with business mod-
els to build more flexible and adaptive ones
with different revenue streams [35, 37, 40, 41].
In the case of Bromal6, experiments were not
observed. The company has little experience in
testing different models since it concentrated on
a specific gap in the industry, but the platform
allowed the company to differentiate the sets of
services, where flexibility raises a an opportunity
to reach new clients [37, 40].

The study reveals several barriers for business
model transformation. Russian distributors had
to buy expensive software from foreign firms and
IT costs are usually considered as the main barrier
[39, 41]. The forecast of the shift towards digital
music consumption and timely internal develop-
ment of the platform allowed Bromal6 to trans-
form successfully, but usually it is difficult to pre-
dict the time needed for radical restructuring [ 34].
Internal development is not a common approach
since technology partnerships are more typical in
the sector [37, 42]. In-house projects can often
face significant time and money challenges. But
the case proves the important benefits of in-house
development. It allowed the company to enter
new technological markets, providing similar ser-
vices for other firms. Heaven11 presented entirely
new technology, where the lack of similar solu-
tions and competitors allowed them to perform
successfully. But such a case is rarely seen. Usu-
ally technology companies capture creative mar-
kets and control infrastructure for distribution,
not vice versa [38, 41].

The second barrier connected with conserva-
tism in the value chain is not so common, since
customers are used to react rapidly on techno-
logical developments [36, 42, 43]. Bromal6
provides educational services for clients, but
in the short-term it could be useless due to the
early stage of market development and the lack
of demand [35]. But firms can focus on foreign

markets, where it is easier to find partners and
launch digital projects [37, 40]. Bromal6 fol-
lowed a similar approach. The results of the
case study mostly follow the theory. Digitaliza-
tion, driven by the external development of the
industry, caused changes in the foundational
layer of the business model. Bromal6 changed
its key product and concentrated on music dis-
tribution rather than music promotion, as it first
planned. The firm faced problems with high
IT costs, but this was overcome through inter-
nal development, which is not a typical path. It
made it possible to establish the external com-
pany Heavenl1 and to enter new technological
markets. To deal with conservatism in the value
chain, the company provided educational ser-
vices and shifted its focus to foreign markets,
which is a wide-spread practice.

Considering the experience of the music dis-
tribution company Bromal6, several conclu-
sions can be drawn regarding the influence of
digitalization on a firm’s business model and
the role of the company in the value chain.

Consequence 1: Music distributors are tech-
nological companies, rather than music com-
panies.

Digital technologies formed the key infra-
structural part in the business models in crea-
tive industries [10]. The core platform for the
Bromal6 business model was developed by
Heavenll, that can deliver products for other
distributors. Hence, Heavenl1 is the key com-
pany for the distribution role, since it techno-
logically ensures operation of the value chain.
Digitalization is the reason for the growing
importance of IT capabilities in intermediary
companies, where technology firms can perform
mediator roles successfully [22, 41]. This raises
new challenges towards considering distributors
as technological companies, rather than music
companies. However, innovations require exper-
tise in the area to choose the right moment for
the new solution launch, identify demand and
prospects for the implementation. Digitaliza-



tion contributes to new markets based on the
combination of industry-specific and techno-
logical knowledge. For example, in the case of
Bromalé it created a new intermediary “layer”
of companies that provide technological services
for distributors.

Consequence 2: Music distribution relies on
digital instruments for management and mar-
keting.

Since music has become digital, companies
have to use digital instruments for the distribu-
tion and related services. In Bromal6, all com-
munications, management practices and statis-
tics have been transferred to the platform. Artists
can collect data on the vast number of metrics
(skip rate, shares, saves, and other responses by
the user) to evaluate performance [18]. Labels
can establish data-driven marketing strategies
[17, 20]. However, this poses additional pres-
sure on producers [13]. Artists have to use digi-
tal marketing tools, develop social media, ana-
lyze data and metrics collected and counted by
Bromalé6. They also need to develop a specific
non-creative set of skills, what is called a “shift
from musician-as-artist to musician-as-entre-
preneur” [14]. However, this is relevant only for
independent musicians when major artists trans-
mit their work to labels [ 16]. As earlier it depends
on the volume of resources (time, money) an
artist or label is ready to invest in advertising.

Consequence 3: Local intermediaries get
more opportunities to enter foreign markets, but
they have to perform innovations new to these
markets.

Digitalization leads to the globalization of cre-
ative industries, and it is easier for local com-
panies to perform successfully in international
markets [37, 40]. In the presented case study,
both Bromal6 and Heavenll had to innovate
and introduce new products for foreign mar-
kets to enter them. The platform for music man-
agement and common database for all songs
was innovative for the Russian market in 2012.
iTunes was launched in Russia in the end of 2012,

while the company Heavenl1 was officially reg-
istered in the beginning of the year. Providing
digital distribution services for Russian artists
among the early adopters, Bromal6 could iden-
tify the growing demand in other countries and
enter those markets. But the platform was also
innovative for foreign markets, where the mar-
ket of streaming was emerging. Local intermedi-
aries can get more opportunities to enter foreign
markets, but in order to realize these opportuni-
ties they have to present innovative solutions for
these markets.

Consequence 4: Music distributors operate at
the complicated intersection of legal and tech-
nological aspects.

The main problem for distribution is the doc-
umentation of music, since numerous authors
with neighboring rights can produce a song, per-
formed in different sources both digitally and
physically. Due to the lack of a single register of
all songs with authors and sales (plays), it is very
hard to control the copyright on digital content.
Distribution companies have to find solutions
for the afore-mentioned problems. Distributors
are required to keep a register of all songs, with
all copyright holders, and identify all streams,
plays and sales for every song. Companies have
to regularly update this register for thousands of
songs to distribute royalties. Bromal6 has auto-
mated most of these processes within the digi-
tal platform for music management. At the same
time, distributors need to control the copyrights
of clients and protect them, pay taxes on reve-
nues and royalties, considering local legislative
systems. Often distributors adopt digital tech-
nologies for issues posed by digital distribution
and legislation, rather than music, and operate
at the intersection of these aspects.

To sum up, the hypothesis of the paper was
confirmed. Distributors provide musicians with
digital instruments for music management and
promotion, as music consumption has moved
to digital services. This allows us to consider
distributors as technological companies. At the



same time, distributors have to deal with vast
amounts of data and legal issues to provide high-
quality services to customers.

Conclusion

This paper identifies managerial practices
towards digitalization in the Russian music dis-
tributor Bromal6. Stimulated by developments
in the external environment, internal transfor-
mation faced a lack of IT investments and skills
among partners in the value chain. To overcome
these barriers, one needs internal development
of the digital solution through the involvement
of IT specialists, refocusing on new technologi-
cal and foreign markets, and delivery of educa-
tional services. The study derives four major con-
sequences of digital transformation for the firm’s
business model and role in the value chain:

¢ the firm can be considered as a technologi-
cal company, rather than a music company;

¢ music distribution heavily relies on digital
instruments for management and marketing;

¢ local intermediaries get more opportunities
to enter foreign markets, but they have to
perform innovations new to these markets;

¢ music distributors operate at the compli-
cated intersection of technological and leg-
islative issues.

Within the previous experience, analyzed
through the review of literature, the current
research applies a theoretical framework for
the study of digitalization of music distributors,
which is not very common among researchers,
especially in Russia. This paper covers the moti-
vation of key stakeholders towards the transfor-
mation of the business model, key drivers and
barriers, strengths and threats for the Bromal6
business. A similar approach can be used to
study digital transformation on the corporate
level in other creative industries for compara-
tive analysis.

The practices towards digital transformation
management applied by one of the most inno-

vative music distribution companies in Russia
are presented. Since the research was theory-
led, barriers, company faced, and actions taken
to overcome them, were considered according to
the previous experience. The paper shows how
senior management has changed the motiva-
tion and goals of the company to reorient it in a
new market niche for digital distributors. Indus-
try forecast and proactive in-house development
of a digital platform allowed them to capture the
market niche and enter foreign markets. Music
distributors in emerging markets and firms in
other creative industries can get some insights
and apply them to avoid critical lock-ins.

This study can be useful for practitioners who
manage digitalization in creative industries. The
consequences identified can also be relevant for
companies where streaming markets rapidly
emerge right now, especially for companies in
Latin America, for example Brazil, Argentina,
Mexico, Paraguay [7, 26]. The reviewed expe-
rience may be interesting for Asian countries
(South Korea, China, Japan) that try to establish
domestic leaders instead of leaving the market
free for Western firms, Apple, Spotify and other
firms providing different services along the value
chain. These companies are focusing on Russia,
but domestic firms show they have advantages [4].

The study has several limitations. Firstly,
it is based on a single case, which does not
allow us to derive conclusions about develop-
ment that will cover all aspects of the indus-
try. Researchers can use the same theoretical
framework to conduct multiple case studies
and get some insights about linkages and dif-
ferences between companies, which will allow
them to better understand the development
of the industry. The second limitation arises
from the inability to conduct in-depth inter-
views with employees of companies because
of NDA agreements. To mitigate the barrier,
further studies can use the same framework to
conduct workshops with industry representa-
tives for in-depth examination of the changes
stimulated by digitalization. m



10.

11.

12.

13.

14.

15.

16.

17.

References

Polyakova V., Fursov K. (2021) Digital practices of people in Russia in a period of self-quarantine.
ISSEK series of regular bulletins “Digital Economy” (in Russian). Available at: https://issek.hse.ru/
news/438496284.html (accessed 13 July 2021).

Entertainment and media industry overview: Forecast for 2019—2023 (2019) PwC (in Russian). Available
at: https://www.pwc.ru/ru/publications/media-outlook/mediaindustriya-v-2019.pdf (accessed
27 March 2021).

A roadmap toward a common framework for measuring the digital economy. Report for the G20 digital
economy task force (2020) OECD. Available at: https://www.oecd.org/sti/roadmap-towards-a-
common-framework-for-measuring-the-digital-economy.pdf (accessed 07 April 2021).

Global music report (2021) IFPI. Available at: https://www.ifpi.org/wp-content/uploads/2020/03/
GMR2021_STATE_OF THE_ INDUSTRY.pdf (accessed 27 July 2021).

The show must go on (2020) Goldman Sachs. Available at: https://www.goldmansachs.com/insights/
pages/infographics/music-in-the-air-2020/report.pdf (accessed 07 April 2021).

The Russian market of music streaming services will continue to grow rapidly (2019) J’Son & Partners (in
Russian). Available at: https://www.sostav.ru/publication/ostalnoe-vidimost-po-prognozu-j-son-
and-partners-rossijskij-rynok-muzykalnykh-strimingovykh-uslug-prodolzhit-bystryj-rost-37158.html
(accessed 27 March 2021).

Music consumer insight report (2018) IFPI. Available at: https://www.ifpi.org/wp-content/up-
loads/2020/07/091018 Music-Consumer-Insight-Report-2018.pdf (accessed 27 March 2021).

Herbert D., Lotz A.D., Marshall L. (2019) Approaching media industries comparatively: A case
study of streaming. International Journal of Cultural Studies, vol. 22, no. 3, pp. 349—366.
https://doi.org/10.1177/1367877918813245

Galuszka P. (2015) Music aggregators and intermediation of the digital music market. Infernational
Journal of Communication, vol. 9, pp. 254—273.

Li F. (2020) The digital transformation of business models in the creative industries: A holistic
framework and emerging trends. Technovation, vols. 92—93, article ID 102012.
https://doi.org/10.1016/j.technovation.2017.12.004

Bonini T., Gandini A. (2019) “First week is editorial, second week is algorithmic”: Platform gatekeepers
and the platformization of music curation. Social Media + Society, vol. 5, no. 4, article
1D 2056305119880006. https://doi.org/10.1177/2056305119880006

Hracs B.J. (2015) Cultural intermediaries in the digital age: The case of independent musicians and
managers in Toronto. Regional Studies, vol. 49, no. 3, pp. 461—475. https://doi.org/10.1080/00343404.
2012.750425

Morris J.W. (2015) Curation by code: Infomediaries and the data mining of taste. Furopean Journal of
Cultural Studies, vol. 18, nos. 4—5, pp. 446—463. https://doi.org/10.1177/1367549415577387

Eiriz V., Leite F.P. (2017) The digital distribution of music and its impact on the business models of
independent musicians. The Service Industries Journal, vol. 37, nos. 13—14, pp. 875—895.
https://doi.org/10.1080/02642069.2017.1361935

Koh B., Hann I.-H., & Raghunathan, S. (2019) Digitization of music: Consumer adoption amidst
piracy, unbundling, and rebundling. MIS Quarterly, vol. 43, no. 1, pp. 23—45.
https://doi.org/10.25300/M1SQ/2019/14812

Vonderau P. (2019) The Spotify effect: Digital distribution and financial growth. Television & New
Media, vol. 20, no. 1, pp. 3—19. https://doi.org/10.1177/1527476417741200

Kjus Y. (2016) Musical exploration via streaming services: The Norwegian experience. Popular
Communication, vol. 14, no. 3, pp. 127—136. https://doi.org/10.1080/15405702.2016.1193183



18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31
32.
33.

34.

35.

36.

Morgan B.A. (2020) Revenue, access, and engagement via the in-house curated Spotify playlist in
Australia. Popular Communication, vol. 18, no. 1, pp. 32—47. https://doi.org/10.1080/15405702.2019.1649678

Street J., Laing D., Schroff S. (2018) Regulating for creativity and cultural diversity: The case of collective
management organisations and the music industry. International Journal of Cultural Policy, vol. 24, no. 3,
pp. 368—386. https://doi.org/10.1080/10286632.2016.1178733

Hesmondhalgh D., Jones E., Rauh A. (2019) SoundCloud and Bandcamp as alternative music platforms.
Social Media + Society, vol. 5, no. 4, article ID 2056305119883429. https://doi.org/10.1177/2056305119883429

Fleischer R. (2017) If the song has no price, is it still a commodity? Rethinking the commodification of
digital music. Culture Unbound, vol. 9, no. 2, pp. 146—162. https://doi.org/10.3384/cu.2000.1525.1792146

Meier L.M., Manzerolle V.R. (2019) Rising tides? Data capture, platform accumulation, and new
monopolies in the digital music economy. New Media & Society, vol. 21, no. 3, pp. 543—561.
https://doi.org/10.1177/1461444818800998

Burmester A.B., et al. (2016) Accepting or fighting unlicensed usage: Can firms reduce unlicensed usage
by optimizing their timing and pricing strategies? International Journal of Research in Marketing, vol. 33,
no. 2, pp. 343—356. https://doi.org/10.1016/j.jjresmar.2015.06.005

Mréz B. (2016) Online piracy: An emergent segment of the shadow economy. Empirical insight from
Poland. Journal of Financial Crime, vol. 23, no. 3, pp. 637—654. https://doi.org/10.1108/JFC-04-2015-0022

Mazziotti G., Simonelli F. (2016) Another breach in the wall: copyright territoriality in Europe and its
progressive erosion on the grounds of competition law. /nfo, vol. 18, no. 6, pp. 55—66.
https://doi.org/10.1108 /info-06-2016-0026

Year-End Report (2021) MRC Data, Billboard. Available at: https://www.musicbusinessworldwide.com/
files/2021/01/MRC_Billboard YEAR_END_2020_US-Final.pdf (accessed 27 July 2021).

Gerring J. (2004) What is a case study and what is it good for? American political science review, vol. 98,
no. 2, pp. 341—354. https://doi.org/10.1017/S0003055404001182

Huyghe A., et al. (2014) Technology transfer offices as boundary spanners in the pre-spin-off process:
The case of a hybrid model. Small Business Economics, vol. 43, no. 2, pp. 289—307.
https://doi.org/10.1007/s11187-013-9537-1

Simons H. (2014) Case study research: In-depth understanding in context. The Oxford handbook
of qualitative research, edited by Leavy P., pp. 455—470. https://doi.org/10.1093/oxfordhb/9780199811755.013.005

Seawright J., Gerring J. (2008) Case selection techniques in case study research: A menu of qualitative
and quantitative options. Political research quarterly, vol. 61, no. 2, pp. 294—308.
https://doi.org/10.1177/1065912907313077

Broma16 (2021) Official website. Available at: https://bromal6.com/en/ (accessed 07 April 2021).
Heaven 11 (2021) Official website. Available at: https://www.heaven11.pro/#intro (accessed 07 April 2021).

Thomas G. (2011) A typology for the case study in social science following a review of definition, discourse,
and structure. Qualitative inquiry, vol. 17, no. 6, pp. 511—521. https://doi.org/10.1177/1077800411409884

Qiestad S., Bugge M.M. (2014) Digitisation of publishing: Exploration based on existing business
models. Technological Forecasting and Social Change, vol. 83, no. 1, pp. 54—65.
https://doi.org/10.1016/j.techfore.2013.01.010

Landoni P. et al. (2020) Business model innovation in cultural and creative industries: Insights from
three leading mobile gaming firms. Technovation, vols. 92—93, article 1D 102084.
https://doi.org/10.1016/j.technovation.2019.102084

Business Motivation Model: Version 1.3 (2015) Object Management Group. Available at:
https://www.omg.org/spec/BMM/1.3/PDF (accessed 27 July 2021).



BUSINESS INFORMATICS Vol. 16 No. 1 —2022

37. Towse R. (2017) Economics of music publishing: Copyright and the market. Journal of Cultural Economics,
vol. 41, no. 4, pp. 403—420. https://doi.org/10.1007/s10824-016-9268-7

38. Lee J.-A. (2019) Tripartite perspective on the copyright-sharing economy in China. Computer Law and
Security Review, vol. 35, no. 4, pp. 434—452. https://doi.org/10.1016/j.clsr.2019.05.001

39. Kim H.-J., Kim B.-H. (2018) Implementation of young children English education system by AR type
based on P2P network service model. Peer-to-Peer Networking and Applications, vol. 11, no. 6,
pp. 1252—1264. https://doi.org/10.1007/2fs12083-017-0612-2

40. Lyubareva 1., Benghozi P.-J., Fidele T. (2014) Online business models in creative industries: Diversity
and structure. International Studies of Management and Organization, vol. 44, no. 4, pp. 43—62.
https://doi.org/10.2753/IM0O0020-8825440403

41. Nakano D., Fleury A. (2017) Recorded music supply network reconfiguration: The dual effect of digital
technology. International Journal of Manufacturing Technology and Management, vol. 31,
nos. 1-3, pp. 153—175. https://doi.org/10.1504/1IJMTM.2017.10002918

42. Benghozi P.-J., Paris T. (2014) The cultural economy in the digital age: A revolution in intermediation?
City, Culture and Society, vol. 7, no. 2, pp. 75—80. https://doi.org/10.1016/j.ccs.2015.12.005

43. Dobusch L., Schiiler E. (2014) Copyright reform and business model innovation: Regulatory
propaganda at German music industry conferences. Technological Forecasting and Social Change,
vol. 83, no. 1, pp. 24—39. https://doi.org/10.1016/j.techfore.2013.01.009

Appendix 1.

Background materials for interview

Internet link
About the company https://broma16.com/en/about/
Technology at the company https://broma16.com/en/technology/
Services provided by the company https://bromal6.com/en/
News of the company https://broma16.com/en/news/
Roster of the company https://bromal6.com/en/roster/artists/featured/
Accounts of the company in social media: https://www.facebook.com/BroMa16/
Facebook, VKontakte https://vk.com/broma16
Presentation of the company’s CEO . 5
at the conference “Coliseum 2019” https://www.youtube.com/watch?v=NWCg3N_uEvw

Appendix 2. under digitalization. The interview was held in
the online format. The length of the interview
did not exceed two hours. Information about

The interview was conducted as part of the | respondents was not disclosed, except for the
non-commercial research. The purpose of the | employee’s position and length of service. Raw
interview was to understand how the functions | data collected within the interview was not the
of distribution companies have been changed | subject of publication.

Interview guideline
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Part 1. Information about the respondent

1. Employee’s position:
2. Length of service in the company

Part 2. Technological development of the
company

3. What role do information and digital
technologies play in the company’s core
business?

4. How has this role changed within the
development of the company and industry?

5. How are information and digital tools
used for everyday tasks?

6. Have there been any barriers or difficul-
ties in implementing new information and
digital technologies? How did the company
solve them?

Part 3. Interaction with customer

7. How do the company’s relationships with
its customers develop?

8. How are information and digital tools used
to provide services to customers?

9. Did the technological development of the
company/industry stimulate changes in the
set of services?

Part 4. Future development

10. How often does the company face the
necessity to implement new digital solutions?
‘What are the reasons for this necessity?

11. Is there a technology on the market that
the company will be required to implement
in the near future?

12. What will be the drivers and barriers for
implementing a new solution in the near
future?

About the author

Artem I. Altynov

Research Assistant, Laboratory for Science and Technology Studies, Institute for Statistical Studies and
Economics of Knowledge, National Research University Higher School of Economics, 11, Pokrovsky

Bulvar, Moscow 109028, Russia;
E-mail: aaltynov@hse.ru
ORCID: 0000-0001-9209-438X



