
C
oined in specialised literature as the global 
telecoms, media and technology (TMT) 
ecosystem, the total industrial ecosystem that 
now integrates the media and content 

industries (ie. network operations, electronic 
components, electronic products, IT services and 
software, content and intermediation) has grown 
globally at an overall rate of 8.1% from 2007 to 
reach $5,850bn in 2011, despite a 2% decline  
in 2009.1 Within this ecosystem, the growth  
rate is rather unevenly distributed, with the 
intermediation sector showing a 13% growth rate 
while the media and content sector as a whole has 
grown by 6.3%. This overall growth is mainly due to 
the contribution of emerging markets (Brazil and 
China being the fastest growing). These markets are 
on the rise, and will continue to develop. While 

emerging markets 
grow, mature media 
markets (Europe, 
US) are declining.

Within the media 
and content 
industries the 
growth is even 
more unevenly 
spread, not only 
between regions 
but also between 
segments. Indeed, 

the global growth of the sector forecast by 
specialised consultancies is modest at best. The 
consultancy Booz & Co noted that over the period 
2005-10 these industries were split in two groups:  
a group benefiting from an average growth of 3% 
(books, broadcasting, film, internet advertising, 
video games), and a group declining by an average 
of 5% (out of home advertising, recorded music, 
newspapers and magazines, radio). 

The video games industry is growing steadily. 
Broadcasting remains a profitable business. Global 
music industry revenues rose between 1998 and 
2010, but its recorded segment was badly hit.2 The 
fast decline of newspapers revenues does not appear 
to be slowing down. 

One can assume that the figures are even more 
dramatic for mature markets as the average data 
presented here includes growing spending in 
emerging economies. From a regional viewpoint it 

is worth noting that Asia is leading in terms of 
digital sales: the share of digital sales reached 85% 
of the total music revenues in South Korea. Three of 
the four largest world markets for video games are 
located in Asia-Pacific, the US leading ahead of, 
respectively, Japan, China and South Korea. The 
fastest growing social networks are Chinese: Tencent 
and Baidu. During the first semester of 2013, 
Tencent became number one for game revenues.  
By the same token, in 2010, cinema admissions  
were going down in mature markets such as the US 
(-5.2%) and the EU (-1.6%) but up in growth markets 
such as India, China and Russia. India is the largest 
market in terms of admissions with nearly 3 billion 
(2009), far ahead of both the US (2010: 1,341 billion) 
and the EU (2010: nearly 1 billion). 

The digital share of media and content industry 
revenues is growing steadily, though it remains 
modest, not to say low, for most of these industries. 
Consequently, declining revenues are not 
compensated by still very low digital ones. These 
trends may change. Historically, in the US, media 
industries such as broadcasting have benefited 
greatly from the introduction of new technologies 
over the past four decades. Revenues from the 
distribution of films in the US followed a similar 
pattern, with the introduction of each new 
technology triggering additional streams of revenue 
(broadcasting, cable, pay TV, DVD…).

 A closer look at the long-term evolution over  
a 60 year period of professionally-produced 
commercial media revenues in the US shows that 
revenues measured as a percentage of US GDP went 
up until 2000, then reached a plateau and decreased 
thereafter to return in 2009 to the 1950 level (see 
chart on page 28).3 Revenues have been falling (or 
flattening) since, especially in the newspaper and 
music segments, and revenues from the internet or 
from the newest segment of the media, video games, 
have not compensated for the decline so far. 

Unfortunately, no similar data are available for 
the EU market. It is possible, however, to compare 
the average growth of value added for newspaper 
publishing, books and recorded music in the six 
largest EU markets between 1995 and 2007: a 
similar pattern of (recent) decline is revealed.4 

Therefore, questions about the extent to which 
potential new sources of revenues will compensate 
for declining revenues remain unanswered. 
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In a second phase, after 2000, IT companies 
(search engines, e-dealers such as Amazon and eBay, 
then social networks and manufacturers like Apple) 
took the lead in this digital shift. This second phase 
disrupted the legacy model. The switch to digital 
distribution drastically reduced the need for 
physical logistics. A whole chunk of former business 
has shrunk, disappeared or will disappear, ie. 
physical goods (CDs, DVDs, books), part of the legacy 
logistics (delivery vehicles) and retailers. 

However, a third phase is opening up: legacy 
media players are establishing new relationships 
and signing commercial agreements with new 
entrants to become more proactive players in the 
‘apps’ age, each concentrating further on its own 
specific assets. The internet is no longer seen as a 
threat but as an opportunity for new streams of 
revenues with new programmes, new services, new 
distribution channels and new devices. Today, we 
are moving toward a five-screen world: TVs, PCs, 
game consoles, connected TVs and mobiles (be  
they smartphones or tablets) and these will be 
interconnected. The smartphone phenomenon not 
only contributed to the upgrading of devices but it 
also changed the way customers use their mobile 
phones, eg. by shifting the patterns of use toward 
the internet, and allowing access to the internet  
in emerging economies with a low fixed line 
penetration. The deployment of broadband 
networks is and will continue to be a major enabler 
of the growth of new services and markets. 

Transformation 2: Downstream domination   
The publisher/aggregator segment of legacy media 
and content industries, which was largely made  
up of integrated firms (production/publishing/
distribution-retail), dominated the traditional value 
chain. A significant change in the dynamics of the 
sector is taking place, shifting the balance of power 
downstream away from the upstream: ie. away 

Revenues have been falling or flattening for quite 
some time in the media and content industries  
for many reasons: global competition, changing 
patterns of consumption, generational effects, 
willingness to pay and increased competition. The 
decline does not coincide with the digital shift, 
which in most cases started later. 

Three drasTiC TransformaTions  

Transformation 1: A new industry structure  
Sectors (such as content and media, telecoms, IT) 
that had been separated before are intermingling 
progressively, creating a new industrial ecosystem 
that forces different types of companies with 
different business cultures and performance to 
compete and collaborate. This emerging global 
ecosystem features new interdependent relations 
between the highly profitable IT companies, 
network providers with declining revenues and 
media companies with often rather tight margins 
(though some are also highly profitable). In this 
global ecosystem, the relative economic size of the 
media component, although it is evolving over time, 
remains small (less than 7% of the total in 2010)5 
compared with its industrial IT counterpart, and 
the legacy telecoms players (network operation and 
service, with over 40% of the total). All the players 
are fighting to become the primary gateways for 
content access, navigation and provision.

The upheaval of the media industries initially 
came from outside – from the telecoms industry, 
which was looking for new streams of revenue to 
mitigate losses in its more traditional revenues from 
fixed networks (voice telephony). During a first 
phase, in the 1990s, telecoms operators started 
offering other services when deploying their 
broadband networks (ADSL), adding data and video 
services in bundles (triple or quadruple play) to 
voice telecoms and access. 
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from the production side of the media toward 
the distribution side. In other words, two different 
kinds of economics are colliding: the economics of 
upstream production of cultural goods and the 
economics of downstream distribution of digital 
goods and services. This move toward greater 
control from the downstream players is a feature  
of more mature markets where marketing and 
distribution takes backward control over production 
(engineers, artists). 

The new distributors have seen their sales 
exploding. Amazon, one of the fastest growing IT 
companies since its foundation in 1995, had net 
sales of $61bn in 2012, up from $19bn in 2008, 
while the total publishers’ revenue from sales of 
books in the EU for that same year was around 
e22bn. Apple had net sales of $156.5bn in 2012, up 
from $37bn in 2008. Universal Music Group, the 
largest music label, had annual revenues in 2010 of 
e4.4bn. Downstream players, such as Apple or 
Walmart6 can operate at a loss on the sales of these 
goods and encourage people to purchase other 
products (such as iPods) in their stores, as Amazon 
did with books (with e-books and its Kindle reader), 
thereby further squeezing publishers’ already 
narrow margins. Even if content of all kinds is 
clearly a strategic asset for these new entrants it 
does not provide the bulk of their revenues. Apple, 
with global revenues of $57bn, derived only $4.9bn 
from all types of content in 2010.

 For most of these telecoms and IT players, 
content is just another important application 
within a broader strategy focused more on their 
own specific assets.

Transformation 3: The rise of prosumerism  
Consumers are moving away from the physical 
product to its digital version as they can now access 
the product as a service anywhere, anytime. The 
huge memory of portable devices (mobile, USB key, 
hard disk) and new connectivity and storage 
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opportunities (cloud) enable 
consumers to plug into their playlists 
wherever they go. Also, consumers are 
seeking and accessing customised 
items rather than a legacy bundle: an 
article rather than a newspaper, a 
tune rather than a DVD, a film rather 
than a cable network, catch-up TV 
rather than linear TV. 

New forms of interpersonal 
communication (instant messaging, 
chatting…) are emerging and new 
kinds of content are being added to  
or are enriching the legacy ones.  
The status of ownership of a media 
product has been transformed: 
management of access rather than 
ownership of the physical product. 
New ways of sharing are also 
emerging with social networks.  
New cross-media products and 
services, with numerous 
combinations have become possible. 
Consumer consumption has a wider 

scope with the exponential growth of available 
content and access capacities. 

Consumers are being empowered to interact with 
content in new ways: they can, for example, produce 
content (user-generated content). This blurs the 
borders between professionals and amateurs in a 
new digital environment where the respective roles 
of producers and consumers tend to overlap, at  
least to some extent (co-creation, co-funding, 
crowdsourcing).  

In this context of multidimensional demand, 
empowerment and enhanced consumer welfare 
(diversity, choice, pricing, etc.) counterbalanced by 
consumer data collection, profiling and control, 
future patterns of behaviour remain uncertain and 
often customers’ expectations (in terms of tastes, 
ownership, privacy and data protection for instance) 
may be at odds with those of the industry. So far, 
the industry has not found out how to monetise 
this new wave of consumption, nor has it found  
out how to redistribute the benefits in a fair and 
sustainable way.

new innovaTive business models 
The three major transformations have favoured 
changes in market structures and the emergence of 
new business models. On the one hand, the digital 
shift and in particular the use of internet allows the 
producer to generate direct sales. This is seen as a 
step towards ‘disintermediation’. It offers content 
producers/creators/developers the opportunity to 
directly distribute their content on the market, as, 
for example, in the cases of video games and the 
film industry. However, while direct provision is 
beneficial for some, it may not be the ultimate 
solution for all, especially for smaller companies  
or companies without strong brand names, as 
increased marketing costs are likely to follow. 

On the other hand, the entry of telecoms and IT 
players in the distribution of content generates a 
move towards ‘re-intermediation’. Legacy players, 

Source: Waterman D and Ji S (2012). Online vs offline in the US: are the media shrinking? The Information Society 28 5: October-December.  
Based on US census, trade associations and author estimations
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which are being distributed through the new gatekeepers, 
often have to work under conditions imposed on them 
(sharing of revenues, prescribed retail prices, type of sales…). 
For the content industries, becoming wholesalers of content 
rather than direct distributors to customers creates tensions, 
as retail is no longer under their control. Their position is all 
the more uncertain as the new entrants can offer content in 
various kinds of bundles, pushing their own products or 
services first. These companies are introducing new forms of 
bundling that lead to the unbundling of legacy subsidies. For 
instance, the newspaper industry subsidised quality news 
with local news, classified ads and advertising. The new 
players are removing these funding sources.

The digital shift also affects the cost structure. Many costs 
of the industry are being re-allocated, and cost structures  
are changing. Some costs are disappearing, such as the 
manufacturing of physical goods, physical transportation and 
storage. Some costs remain unaffected (creation/development, 
editorial process, marketing and sales) while others are 
shifting. For example, part of the production costs of music 
are shifting with the emergence of home studios. Promotion 
costs are shifting too, with the surge of blogs and other tools, 
for instance. New costs are appearing mostly on the software 
side of the equation (security, rights management), bringing 
along a growing segment of enabling technology providers 
(web hosting, content delivery networks, billing). With a 
digital good, the entire value chain can be digitised. It 
becomes homogenous, with no physical disruption due to the 
production, storing or distribution of the good. 

The real costs in the various segments of a partly online 
industry are still unclear and difficult to gauge properly. The 
main gains (cost efficiency, flexibility and enhanced quality) 
come from some elements of the production function (with 
sector-specific variations) and, above all, from the distribution 
side, where there have been tremendous decreases in the 
price of media distribution and information. In addition, 
these new technologies are likely to bring further broad gains 
through flexible pricing, low delivery costs and virtually 
unlimited capacity (server-based and cloud applications), as 
well as higher efficiency. Net economic gains resulting from 
digitisation do not translate into gain or improvements  
for every player – the growth of online activity generates 
economic transfers from one set of players to another. Buying 
books or music online can bring losses to part of the existing 
value chain – bookshops and music shops in this case – even 
if the use of new devices like tablets have net positive effects 
on consumption. Some new streams of revenues are 
emerging, but former ones are resurfacing. Music is a typical 
case7 of an historical upturn where revenues are coming from 
performances and related rights rather than from royalties 
redistributed by music companies.

This radically changed cost structure nevertheless paves the 
way for innovative business models that offer the whole of 
the industry, legacy and new players alike, an opportunity to 
monetise sales and collect needed revenues. The world of 
edited media is moving towards a world of aggregation, 
keeping some dimensions of the earlier world(s) like 
bundling/editing, but also adding others. In an online world, 
bundles will more and more include numerous services, 

bringing secondary and additional revenues. Some will be 
provided by new entrants and suppliers. App stores are 
offering brokerage services and indirect marketing (like 
newspapers used to do). New entrants such as telcos can offer 
billing services. Other services will be introduced by legacy 
players: for instance, the video games industry sells virtual 
items such as avatars. Apps are companion services on Sky 
TV’s Sky Go. New European players have appeared such as 
Spotify, Dailymotion, Last.fm, and new services and digital 
platforms have been launched by legacy players (ePresse, 
Kiosko y Más).

During the first trials of online distribution, the natural 
tendency was to duplicate the legacy business models from 
the analogue/physical world in the digital world. Then, it 
became possible to introduce new services, new items, and 
new forms of advertising. This is an evolution toward a  
service model, where the consumer is buying a service  
that happens to be linked to editorial content, rather than 
buying a media product itself. Further, new business models 
introduced by new entrants from other sectors or ‘pure 
players’ (those with no physical outlets such as Spotify, 
Netflix, Hulu, Huffington Post) have been slowly adopted by 
traditional media companies. 

Some other business models are built on user-generated 
content, for instance commercial distribution platforms  
for amateur or semi-professional content, where users can 
upload their content and offer it for a fee or free of charge. 
Innovative non-commercial models are also to be found: for 
example Wikipedia, which is maintained by a community; 
other examples are sites sponsored by voluntary 
contributions paid by fans to be connected to artists.

This array of innovative business models will offer novel 
ways to monetise services. However, we are not there yet and 
the sustainability of most business models has yet to be 
demonstrated. 

ConClusion
The global media ecosystem has been changing, allocating 
different roles to players, legacy players and new entrants. 
Each sector was born and grew with a specific chain of actors 
around specific technologies; the legacy balance between 
players is being challenged drastically. As in all such 
evolutions, some players will benefit, while others will lose or 
even disappear.

With the digital shift, the media and content industries are 
facing the competing activities of network operators and IT 
companies within the new industrial ecosystem where they 
have lost much of their control over distribution and the final 
consumer. However, monetising consumption and enabling 
content creation may call for collaborative schemes among all 
industrial players to define new business models and pricing, 
as well as to achieve a fair redistribution of 
revenues among all. Policymakers can help as 
brokers to facilitate both cooperation and fair 
competition. 

Digital Media Worlds: the New Economy of Media  
is edited by Giuditta de Prato, Esteve Sanz and  
Jean Paul Simon. See bit.ly/QHkCfR
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