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Abstract. A new type of contractual arrangement in the musiicistry — the so-
called “360-degree” or “equity” deals — allows anfi(e.g., a record label) to
manage all of the activities of a music artist sashsales of recorded music,
touring, merchandising, etc. Since these contranternalize the positive
externalities that exist between the recorded musiket and the ancillary
markets, it should be profit-enhancing for both taeord label and the artist to
strike such a deal. However, we observe very fe@@&gree contracts. In this
paper we study why artists can be reluctant to sgnty deals. A strong belief in
the music industry is that record labels beneétrfran information asymmetry at
the expense of artists, and adopt a moral hazdravine in income sharing. Using
a representative survey of 710 professional musscia France, we show that a
past contractual experience with a record labetedses the incentives to sign a
360-degree deal. Moreover, the more an artist padoon stage, the more
reluctant he is toward a 360-degree deal becawsegportunity cost is higher
although he would benefit the most from the intezagion of the market
externality.
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1. Introduction

Since the late 1990s, recorded music sales halagpeel, whereas other music revenues such
as performance rights (especially from radio and Brdadcasters), synchronization rights
(when recorded music is used in a movie for insgnand above all concert revenues have
increased. For instance, between 2006 and 2011¢dwide live music revenues increased
from $16.6 billion to $23.5 billioh(+ 42%) whileworldwide recorded music sales dropped
from $22.4 billion to $16.6 billich(— 26%).

Up to now, the recording companies’ business mbddlrelied mainly upon recorded music
sales, which increased worldwide by 34.5% betweéd land 2000. Record companies, and
especially the three “majors” (Universal/EMI, Solyarner) which account for about 75% of
worldwide music sales, used to view live music asful only to the extent that it increased
recorded music salésOne reaction of record labels to the music sategntLirn has been to
try to change the contractual terms governing theationship with artists, and to obtain a
share of the growing revenue streams usually retuto artists (e.g., revenues from live
music). This has given rise to the 360-degree dedd® called “multiple rights deals” or
“equity deals”, under which record labels receivieeacentage of the earnings not only from
record sales but also frogoncert revenue, merchandise sales, endorsemelst é&a In
exchange, the labels commit to fund and managee tlaesivities and to develop new
opportunities for the artists.

The British pop star Robbie Williams signed onetloé first 360-degree contracts in 2002
with EMI. However, this model began to receive adbattention when Live Nation signed a
highly publicized $120 million deal with superstsiadonna (Karubian, 2009, p. 422). In
2008, Warner Music Group CEO Edgar Bronfman tolat this label how requires all new

artists to sign 360 deals, and about a third ofirtredready-signed artists are under such
contracts'® Hence, whereas in early deals artists had a chuitdo sign a 360-degree

contract, and received massive advances for thgnassnt of their rights to compensate for
the earnings in ancillary markets they accept t@ giway, most artists signing a 360-degree
contract today do not get much by way of an advamckare not given the choice of another

type of deal.

® This figure includes concert tickets sales, towrchandising, music event sponsorships and othersfof
concert-related revenues. Source: eMarketer (Gihaic - Tuning Into New Opportunities).
® Source: International Federation of the Phonogcalpidustry (IFPI).

" This is why they used to provide artists with tsupport (to help them touring) without expectimy aeturn
on concert revenues.
8 http://techcrunch.com/2008/11/08/360-music-deatsshe-mandatory-as-labels-prepare-for-free-music/

(accessed October 9, 2013).




Theoretically, as shown in the literattyr860-degree contracts should be considered as-prof
enhancing for both artists and record companiesesthey internalize market externalities
between the recorded music market and ancillarketsy especially the live music market.
However, a decade after their appearance, 360-elegréaracts are still very far to represent a
significant stream of revenues for the recordedimumlustry. According to the BPI (the
trade organisation of the British Recorded Musidustry), equity deals generated an extra-
revenue of £76 million to UK record companies irL2@an increase of 14% on the previous
year). However, they still represent less than §%he total revenues of UK record labéls.
Record companies seem to encounter difficultiemfmement such 360-degree deals.

This paper aims at investigating this paradox. \Whalkes an artist reluctant to sign a contract
that should theoretically be profit-enhancing famf We argue that 360-degree deals
encounter a major obstacle to their developmenttddlee information asymmetry that arises

in the contractual relation between an artist asddcord company. An artist suffers from an

information asymmetry on the actual revenues hisicngenerates. This often leads to unfair
contracts where the artist receives only a veryllspaat of the revenues that his album sales
generate. If artists accept such unfair contrdcts first because, up to now, artists had no
choice. Due to the oligopolistic market structufele recorded music industry, only a few

firms — including the three majors — are able feroén artist the promotion campaign and the
distribution network required to reach success.edosd reason is that releasing an album
generates a positive externality on the artisteneies from ancillary markets, especially the
live music market. We argue that this informatisyrametry makes artists reluctant to share
all their revenues with a label as requested by®&ffee deals, and thus prevents efficient
contracts to be implemented.

As stressed by Dionne (2012), empirically measuniigrmation problems is a difficult task.

Researchers are not privy to more information tbdanision makers: the information not
observable for the uninformed agent are not obbérviay the econometrician either. Two
solutions have been adopted to make up for thacwlify: (1) using confidential surveys and
(2) developing econometric strategies that canaisothe desired effect. Our empirical
strategy is a kind of mix of these two solutionsor a survey, we obtain information on
various characteristics of a representative samplELO music artists. Although information

asymmetry and the moral hazard behavior of recordpanies are not directly observable,
we argue that we can use proxies of theses infawmatffects and explain the opinion of
artists towards 360-degree deals, conditional wida range of observed characteristics.

° See for instance Gayer and Shy (2006), CurierMorgau (2009) or Dewenter et al. (2012)
10 http://www.bpi.co.uk/media-centre/diversifying-ome-streams-boost-2011-records-lab.aspx (accessed

October 9, 2013).



The remaining of the paper is as follows. Sectiogr\2Zews the literature. Section 3 describes

the way traditional contracts are designed in dw®rded music industry, presents 360-degree
contracts, and introduces our research hypothd3&ts are presented in Section 4 while

Section 5 is devoted to our empirical strategy and estimation results. The results are

discussed in Section 6 and Section 7 concludes.

2. Literature review

An abundant academic literature is devoted to ttedyais of the crisis of the music industry.
The bulk of this literature focuses on music pitaayher from a theoretical perspective (for a
survey, see Belleflamme and Peitz, 2012) or fronerapirical perspective (for a survey, see
Waldfogel, 2012). Another stream of literature dewlith the impact of music piracy on
ancillary markets, especially on the live music ketr Gayer and Shy (2006), Curien and
Moreau (2009) and Dewenter et al. (2012) show thet to the existence of a positive
externality from the recorded music market to tive Imusic market? file-sharing, while
possibly hurting records sales, should enhancenumg from the live music market by
increasing the audience of artists. Mortimer e(2012) provide empirical evidence that file-
sharing indeed increases live music revenues,aat fer the less known artists (for “stars,”
the impact is negligible). From an artists’ survBgpcache-Beauvallet et al. (2012) highlight
that the more an artist under contract with a ammpany performs on stage, the more
tolerant towards file-sharing he is.

The new business models and the changes in camdraotganization that digitization
suggests for the music industry (e.g. Bourreaulet2812) or more widely for content
industries (e.g. Varian, 2005) have also been studRegner and Barria (2009) and EIl Harbi
et al. (2011) analyze the pay-what-you-want moHalonen-Akatwijuka and Regner (2009)
show that the digital technology may lead to a geaim the ownership of copyright with a
shift from the label to the artist. Regner (20043lsizes efficient contracts for digital content
between artists and consumers, and shows that endog incomplete contracts based on fair
and reciprocal behaviour may achieve a first-blstation of information goods.

However, academic papers devoted to 360-degreeactsmiare scarce. Dewenter et al. (2012)
show in a theoretical setting that file-sharing naguce record labels to switch from the
traditional business model, where recorded musitlae music are managed separetely, to
360-degree deals. Curien and Moreau (2009) highl@glso in a theoretical setting, that an
artist could benefit from a 360-degree contractesinis record label would be incentivized to
increase its promotion expenditures to enhancelémeand of both recorded music and live

M The existence of such an externality from recomesic to live music consumption is empiricaly dalied by
Montoro-Pons and Cuadrado-Garcia (2011). Note Breatenter et al. (2012) consider the positive exktyn
between live music and recorded music in both toas.



music. Karubian (2009) provides an extensive dpson of 360-degree deals, and highlights
the potential benefits but also the pitfalls thattsdeals generate for star artists as well as for
lesser known artists (see below). However, thetivelamportance of these benefits and
pitfalls is not assessed.

Our paper contributes to the existing literatured®yng the first to assess empirically the
incentives of an artist to sign a 360-degree deatltional on his present and past contractual
situation as well as on many other artist's chamstics. This allows us to highlight the
specific role of information asymmetry that chaeaiztes the contractual organization in the
recorded music industry, which neither Dewenteale(2012) nor Curien and Moreau (2009)
take into account.

3. Contracts in the recorded music industry

In this section we describe the standard recordracis in the music industry, and show that
they encompass an information asymmetry betweastsand record labels that induces
moral hazard from the latter. We argue that thisketafailure reduces the incentive of artists
to sign 360-degree contracts, whereas such costwamtld in theory be profit-enhancing for

both parties. We then propose two testable hypeth&sexplain this puzzling situation.

3.1 Standard record contracts

Releasing an album is a highly risky process. Thwbtddy knows” rule states that in cultural
industries the success of a project is hardly ptable (Caves, 2000). Due to the experience
good nature of music, the potential value of anumlremains unknown until it is released.
Not surprisingly, the standard contract betweemand company and a music artist states
that the risk is shared by both parties. The areseives a percentage of record sales
(royalties), whereas the record company funds ittedlfcost of releasing the album (mainly
due to recording, promotion and distribution casi$)e record company also often pays the
artist an “advance against royalties” — which isongpable — so that he has enough money to
live while recording the album (Krasilovsky and 8ted, 2003). Such a contract raises two
potential issues. First, it can be subject to mbeadard from the record company (see Caves
(2000) and Grossman and Hart (1986) on the morergemproblem of moral hazard in
contractual arrangements). Second, this type ofracis turns out to be suboptimal since it
does not take into account the positive externdtiyn the recorded music market towards
the live music market. We discuss these two issus®re detail below.

Moral hazard in recording contracts



A typical record contract generates a strong indrom asymmetry between the record
company and the artist. The amount of records saleeh determines the artist’s royalties,
remains unobservable to hirbécause the label keeps the books that determ@eaimings
remitted to the artist.(Caves, 2000, p. 65). For instancéy ‘a long dispute between the
Beatles and EMI and its U.S. subsidiary Capitoldentounts of sales for royalty calculations
were alleged, as were transfers of ‘free’ promoéibrecords to subsidiaries that released
them for commercial sale.(Caves, 2000, p. 65). This information asymmetsy well
documented by industry professionals. For instaaceprding to George Howard, former
president of Rykodisc (now a subsidiary of Warnersid Group)* “if you don't believe this
information asymmetry still exists, [...] get yournkla on a royalty statement from most
labels to artists. defy you to make heads or tails out of it, even if y@@n accountant and
it's your money.He adds thatvirtually every artist believes thanyagreement presented to
them by a label/publisher is severely skewed irfakier of the label. Whether this is true or
not is irrelevant; it speaks to the lack of ethider — based on information asymmetry and
lack of transparency — endemic to this busiriess.

Furthermore, the effective value of the nominalalby rate is reduced by what Passman
(2003) called a series of “cheats” that the labetdude into the standard contract. For
instance, the royalty rate is reduced by an amyith@ackaging charge” or, until recently, by a
breakage charge introduced in the 1950s when muesscrecorded on fragile shellac records
(Caves, 2000). Moreover, if the album is successfidugh so that the artist’'s share of the
profits exceeds the advance, the artist will haveeimburse fully this advance to the label
(the advance is said to be “recoupable”). Musi®wuigroduction costs ($50,000 to $100,000)
and about half of marketing and promotion costs a@s® recoupable (Karubian, 2009).
Finally, most contracts specify that if the cost®we album remain unrecouped, the deficit is
repaid from excess earnings of a past or a futdbeina (which is called “cross-
collateralization”). Hence, incurring substantiaists in recording one album could leave an
artist in debt for the rest of his major label lffarubian, 2009).

How can we explain the persistence of such unfamtractual terms that prevent artists to
collect a significant share of the revenues thair thibums generate? The first explaination is
that up to now, they did not have any real outsipigon. In an oligopostic market such as the
recorded music market controlled by a few major ganies, not being signed by one of these
majors prevents the artist to obtain significardrpotion and marketing expenses as well as,
most of the time, radio airplay, which remains thain driver of recorded music sales (Peitz
and Waelbroeck, 2005). Hence, until the 1990s, d¢my-potential artists decided to self-

release their aloum (Burke, 1997). The second aolably main reason is that recording an
album, even if it generates no direct revenuesherartist, generates positive externalities on

12 http://blog.tunecore.com/2011/07/information-asyatmyrin-the-recorded-music-business.html (accessed
October 9, 2013)



ancillary markets, especially on the live music kearThis is why for an unsigned artistriy
deal is a good deé&(Karubian, 2009, p. 437). Radio airplay, video&dcast, advertising and
media interviews, that are usually allowed by thlease of an album with a music label, are
factors that are also very favorable to the livesimucareer of an artist. It is indeed on stage
that most artists make the bulk of their revenu@snfiolly and Krueger, 2007. The
financial terms of artists’ contracts with congembmoters are generally much more favorable
than those with recording companiedirtists who generate significant ticket sales can
contract to receive most of the profits from theakes. Despite promoters’ consolidation,
artists have been able to negotiate contracts whthm that allocate most—eighty-five to
ninety percent—of the income from the tours, atteir costs are recouped, to the artists.
This dynamic differs from that of the artist wittord companie’s(Karubian, 2009, p. 420).

The suboptimality of standard record contracts

The existence of a positive externality from theorded music market towards the live music
market, as well as the existence of the reversermality, make standard record contracts
suboptimal since these externalities are not iatered’* A 360-degree deal (where the
recording company manages both activities), but s¢df-releasing an aloum (where the artist
manages both activities), are two forms of vertioggration that allow to internalize these
market externalities and that could lead to higigregate profits than running both activities
separately. Dewenter et al. (2012) show that updevasive piracy an integration of record
and concert management can lead to higher praifitthe label. In a setting where there can
be no market expansion, they show that significeativork effects from concert attendance
on record sales lead labels to charge higher piicélse concert ticket market. Stimulating
record sales by reducing the concert ticket's pricendeed less rewarding with pervasive
piracy. Moreover, Curien and Moreau (2009) alsowsttbat artists could benefit from
granting record companies a share of their angilevenues. This grant should indeed lead to
wider exposure through a higher quality releasee altist should then benefit from an
increase in the demand for CDs, as well as forgedormances and ancillary goods.

Yet, up to now, neither self-releasing nor 360-degdeals were considered as relevant
business models in the recorded music industrysthessed above, self-releasing an album
used to be a very risky strategy since it oftenvemnés the artist to access to promotion
channels and efficient distribution networks. Recoompanies considered up to the early

13 Concerts provide a much larger source of incomarftists than record sales or publishing royalt@snnolly
and Krueger (2007) report that 73% of the averageme for 35 top artists who toured in 2002 caroenflive
concerts, whereas less than 10% came from recosdieg and 7% from publishing rights.

14 Only the positive externality from the live musitarket towards the recorded music market was somiewh
internalized, since in some contracts the recordpany provided the artist with “tour support”. Rerfing live
was considered as a booster for recorded musis.sale



2000s, 360-deals as of low interest since the absliversification exceeded the expected
benefit. First, the key competencies required enrdcorded music market are different from
those in ancillary markets (including the live nausiarket), and labels usually did not have
the expertise on these business ate@® acquire this expertise music labels had to oely
costly Mergers & Acquisitions deals. In June 20Whiversal Music Group purchased
Sanctuary Group for about 88 million dollars. Thestvaluable assets of the target were not
its famous music labels but rather its artists’eearmanagement, merchandising and live
music businessé§.Second, in the early 2000s the value of the liwsimmarket was small
compared to the recorded music market; in 1999 tuh®wver of the US live music market
only amounted to 10% of the US recorded music Sales

3.2 The rise of 360-degree deals?

Over the period 1999-2010, the value of the livesimunarket has been multiplied by three,
whereas the recorded music market lost about hai$ curnover. In 2010 in the US, the live
music business market amounted to 61% of the redondusic market. This is why record
companies now consider 360-degree deals of mudtehigterest. However, if a 360-degree
deal is a means to solve the suboptimality issuesobrd contracts, it does not solve the
information asymmetry issue, as we explain belawtHhis respect, 360-degree deal even
presents a main pitfall. The loss that the arti$tess by sharing his tour revenues with his
label is more certain than the potential benetite Tormer is clearly explicited in the contract
as a percentage of the various revenues includédeimled® (x% of tour revenues, y% of
merchandising sales, etc.), whereas the latterirsnmauch more intangible. It is indeed far
from obvious to define objective criteria of anig#nt management of an artist’s activities as
well as of what new career opportunities should be.

We argue that the information asymmetry in conwerdi record contracts, which is
documented above, has an impact on the artistiihgnless to sign a 360-degree contract.
Artists with large ancillary revenues should beitin@e able to secure a profitable 360-degree
deal® Yet they could actually be more reluctant becahsé high direct loss is unbalanced

15“The labels do not know how to do anything besidésecords. They don't know how to sell concettets
or T-shirts. Why should | give them a chunk of ropey unless they add something? I'd rather shaerttoney
with a concert professional or a T-shirt specialifeter Paterno, Attorney for Dr. Dre, Pearl Janetdllica, ...
See : http://articles.latimes.com/2005/sep/12/rmss/fi-korn12 (accessed October 9, 2013).

18 See: http://articles.latimes.com/2007/jun/16/bessffi-universal16 (accessed October 9, 2013).

" Source: Pollstar Magazine for the live music bes# and RIAA for the recorded music sales.

'8 Here are excerpts from a 360-degree deal confikarubian, 2009, p. 460):You hereby irrevocably grant
and assign to Label and Label is entitled to reegnollect, and keep for Label's own account thioug the
Term an amount equalto __ percent (__ %) oBBstiNet Touring Receipts.

19 At a first glance, the relative bargaining powéestablished and unsigned artists with record conigs has
no reason to be impacted from the shift from tradal to 360-degree dealsarmed with statistics of their



by the potential benefit that depends on the fasrad their label. If an artist believes, rightly
or wrongly, that his label adopts a moral hazarbdab®r as regards the calculation of his
record sales royalties, he will probably be relotta include his live music revenues in the
deal. Conversely, an artist who is currently notlemcontract has no choice but to accept
such a contract. An unprofitable contract is bett@n no contract since it allows the artist to
release an album (without bearing the productiostsjothat — hopefully — will be widely
distributed and benefit from promotion efforts hg tabel.

3.3 Research hypotheses

From the arguments above, we elaborate two resépqobtheses. First, artists who are not
currently under contract are, according to treny deal is a good deal principle, the most
prompt to sign a 360-degree deal. However, amoemtithose who have a past contractual
experience have already experienced the moral thabhahavior of record companies.
Although they are currently in the same situatiorethbof them do not have a contract—an
artist with a past experience with a record compstmyuld be more reluctant to sign a 360-
degree deal than an artist without such an expssienHence, we can state our first
hypothesis:

Hypothesis 1.Among the artists who are not currently under cacatythose who have a past
contractual experience with a record label are mreteictant to sign a 360-degree deal.

Artists with large ancillary revenues, i.e. who toering a lot, should theoretically benefit the
most from such a 360-degree deal: the higher th®illary revenues the larger the positive
externality to be internalized, and thus the higheir additional profit. However, due to the
moral hazard behavior of recording companies, tratists should actually be the most
reluctant to accept a 360-degree deal. They have o lose from a “hold-up” of their
recording company. The second hypothesis is theref® follows:

Hypothesis 2.Artists with large ancillary revenues, i.e. who doairing a lot, are the most
reluctant to accept a 360-degree.

recent tours, merchandise sales, and album sakapkshed artists and their managers can negotiaiti
labels to arrange an exchange of relatively equaaissets: high upfront payments and favorable ¢esuch as
higher royalty rates, in return for interest in geated future revenue strearh@arubian, 2009, p. 442).

20 An other possibility would have been to test wietrtists under contrat (and thus aware of theahtwzard
behavior or record labels) are less prompt to ai§80-degree deal than artists without contractvéd@r, such
a test is biased because, whatever the behavtbe aécord label, the expected gain of an artideucontract is
lower than the expected gain of an unsigned dftstthe former it is the profit arising from a 3@@gree deal
minus the profit arising from a standard contrémtthe latter it is just the profit arising from3&0-degree deal).



4. Data

Our dataset has been built from a postal sufvepnducted during fall 2008 of French
musicians who are members of Adami, the French nizgdon for the collective
administration of performers' rights. Adami, whigtilects the sums paid for the use of artists'
recorded works, had over 9,000 musicans amongetslyers in 2008. Only musicians who
have already participated in an album commercidlibg main retailers can join Adami.
There are also strong incentives for professionaiaomlns to join, because Adami guarantees
the collection of royalties on their music, espkgititom radio airplay and TV broadcast. We
conducted a questionnaire survey on approximat€l@04musicians, randomly drawn from
the 9,000 musicans members of Adami. With a respoate of about 20%, we finally have
710 artists in our databa%e.

4.1 Dependent and explanatory variables

Our dependent variabl@8§ODEAL) is binary and takes the value 1 if the artistnaered the
following question in the affirmative:Given your present situation, do you consider that
360-degree contract would be favorable to "yBuit takes the value O if the artist answered
that he considers that a 360-degree contract wmeiléither or very unfavorable to hfth.

To test our first hypothesis, we distinguish amaimg artists who were not under contract
with a record company at the time they answeredstmwey, the artists who have the
experience of a contractual relation with a recoodhpany CONTRACT_BEFORE 1)—
and thus may have experienced the consequencés aiformation asymmetry—and those
who do not have such an experienCONTRACT_BEFORE 0). In the regressions below,
as far as the contractual situation is concernlegl,réference category corresponds to the
artists who are not currently under contract and wéver signed a contract in the past with a
record label.

% The survey was conducted with a specialized suceeypany, ISL.

22 Information available on the members of AdamiaHous to compare our sample to the full population
terms of gender, age, region of residence, and amofirights that the artists receive from AdamheT
comparison shows that the composition of our samspielatively close to that of the full population

% We aggregate two positive answers: "very favotahate "rather favorable". We discuss this aggregatn
the robustness section.

24206 artists who did not answer this question actuded from the analysis. We deal with the poss#ample
selection issue in the robustness section.
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The dummy variabl&IVE takes the value 1 if the artist performed a lotstage in 2007 (if
he performed 11 times and more), and the valueh@retise.LIVE is used as proxy for the
intensity of the artist’s activity in ancillary maats?®> We also introduce two dummy variables
that allow us to distinguish artists under contradto have an intense live activity
(CONTRACT_LIVE from those under contract who have a low activity
(CONTRACT_NOLIVE We also construct the dummy variableSONTRACT _
BEFORE_LIVEandCONTRACT_BEFORE_NOLIME a similar way.

4.2 Main control variables

Besides a moral hazard behavior from their recompanies, another reason could explain
why artists reluctant to sign a 360-degree deathéndigital age, their outside option—self-
releasing their music—became much more crediblecddise, self-release strategies have
existed for a long time. However, according to Bu(&997), up to the 2000s this practice
mainly concerned musicians rejected by record fabelthe digital age, lower entry barri€rs
have led to a dramatic increase in the number of axists who record and distribute their
music all on their own. In May 2009, more than Slion rock, pop, hip-hop and punk
musicians or bands were registered on MySpace @ffi0). Digitization also allows “stars”
to self-release their music—see for instance thd-kmewn example of the rock band
Radiohead that profitably self-released and seaifridbuted online its albunm Rainbowsin
2007. Hence, the totally DIY (Do-It-Yourself) model is certainhot for everyone — but
that's the point. Now there's chdicéByrne, 2007). The new opportunities that the DIY
model offers should reduce the incentives to si@6@degree deal for the artists who feel
able to follow such a path.

We thus control for the entrepreneurship abilitefsan artist, through his self-release
experience. The dummy varial$&LFRELEASEakes the value 1 if the artist is not currently
under contract but had self-released an album guhi@ three years preceding the survey, and
the value 0 otherwise. We also take into accouatt dintists who have already seized digital
technologies at the production level as well athatpromotion level could be more prone to
choose the DIY model. For the recording stage, s a dummy reflecting the use of a
homestudio HOMESTUDIQ. A homestudio is composed of a computer, somevagit
software and additional devices, which allow ansatb record his music with an almost
professional quality. For the distribution/promaotistage, we use a variable that reflects to
what extent an artist relies on MySpace to prome music towards his public or

% We have no information on other ancillary marlkaish as merchandising or sponsoring. However,ivie |
music market represents the most important of thas#lary markets. See footnote 13.

% Byrne (2007) highlights, somewhat roughly, thathwiligitization recording costs have sharply desdin
manufacturing and distribution costs approach zard that promotion costs are also much lower (enlin
promotion is almost free through Facebook, blogs).e
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professionals (record companies, concert promotlis). MySpace is a social network
founded in 2003 which was, at the time we madesauvey, the main social network for
musicians (it is now superseded by Facebook). 0828bout 120 million users and 5 million
musicians had a page on MySpace. Usually, an’arpsfge offered songs for download or
streaming, photos, videos, a biography, tour dassyell as the list of the artist’s friends.
MySpace offered a free promotion tool and negatretiwith local concert promoters were
much easier when the artist could boast of manigrifts” on MySpace who lived in the
region. In our survey, artists were asked how feadly they updated their MySpace page: at
least every week (reference category), every m@htifSPACE2= 1, 0 otherwise), less
frequently MYSPACE1= 1, O otherwise). We also consider artists whi mdt have any
MySpace pageMYSPACEG- 1, 0 otherwise).

4.3 Other control variables

Our main assumption is that an artist who alreagheeenced the moral hazard behavior of a
record label will be more reluctant to sign a 3@&@uee deal. However, this reluctance can be
mitigated for some artists. For instance, the lefeéducation HIGHEDUCATION of an
artist could have a positive effect on his williegs to sign a 360-degree deal: the more an
artist is educated the more able he is, or he\mdide is, to bargain with a record label. We
also include the variablIANAGER which is a dummy that takes value 1 if the atigs a
manager to help him to find and negociate commitsy@nd business opportunities. A
manager could also help him to better negociatéadggree deal. Conversely, artists who
have a manager could be more aware of the pitidlésrecord contract and of the difficulties
to avoid them and thus could be more reluctant tdsv860-degree deals. Thus the overall
effect of theMANAGERvariable is indetermined.

We include the artist's agAGE1to AGES as an independent variable, as well as whether he
lives outside the Paris area or nlONPARI$, and the artist's gendeGENDER. We also
control for other characteristics that could affdoe artist's attitude towards a 360-degree
deal. The artists’s incom&NCOME1to INCOMEY could also affect the way he views 360-
degree contracts: the higher his income, the Idvwemillingness to share his revenues with
his label. We moreover include a dummy variabledentify artists who perform “popular”
genres of musicROPULAR. The first and highly publicized 360-degree desése signed

by popular music artists such as Robbie WilliamsMa&donna. This could influence the
opinion of other popular music artists on the opyaty to sign such a deaGOLD is a
variable that reflects the artist’'s popularitytakes the value 1 if the artist has already won a
music award and/or a gold record. We also includareable (NTERMITTENY to account

for a specificity of the French music market: théermittencesystem. This system allows
artists who experience unemployment periods withinyear to receive a monetary
compensation provided that they reach a minimagstold of activity within this year.
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INTERMITTENTIis a dummy that equals one if the artist indeeceiveed a monetary
compensation during the previous year. An artist Whnefits from the intermittence system
has to negociate frequently with professionnalhenmusic industry, including record labels
if he participates to recording sessions as amsidsician. He is thus probably more aware of
the way music labels may behave and should be metwetant towards 360-degree deals.
Descriptive statistics are provided in Table 1 telnd the contruction of the variables is
described in Table 4 in appendix.

Table 1 — Descriptive statistics

Variable Obs Mean Std. Dev.
360DEAL 504 464 .499
CONTRACT 708 .201 401
LIVE 693 514 .500
CONTRACT_LIVE 691 .140 .348
CONTRACT_NOLIVE 691 .062 242
CONTRACT BEFORE 663 416 493
CONTRACT _BEFORE_LIVE 648 A71 .377
CONTRACT_BEFORE_NOLIVE 648 241 428
SELFRELEASE 689 374 484
HOMESTUDIO 694 .601 .490
MYSPACE3 710 .203 402
MYSPACE2 710 .162 .369
MYSPACE1 710 137 .344
MYSPACEO 710 463 .499
AGE1 710 .017 .129
AGE2 710 .104 .306
AGE3 710 .290 454
AGE4 710 .330 470
AGE5 710 242 429
INCOME1 659 .249 433
INCOME2 659 .226 419
INCOME3 659 .319 466
INCOME4 659 .168 .375
INCOMES5 659 .038 191
GENDER 708 445 497
HIGHEDUCATION 692 468 .499
NONPARIS 710 521 .500
POPULAR 710 .256 437
INTERMITTENT 703 418 494
GOLD 710 194 .396
MANAGER 702 A71 377

Note: The number of observations varies acrosabls because of
unanswered questions by some artists.

5. Empirical strategy and results

Since our dependent variabB6QDEAL) is binary, we estimate the following Probit madel
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P, = Pr(360DEAL=1) = ®(, + fX,) = [ e?dz

1
Jan
wherez = S + X, Pt is the probability thaB60DEAL= 1 for observation tX; is a vector of

explanatory variables (including control variableahd g is the parameter vector to be
estimated.

5.1 Main results

In our regressions, the reference category is ttigtsawithout contract and who never get a
contract in the past. We compare the attitude tdsv860-degree deals of this subpopulation
with the attitude of three other subpopulationg #mtists without contract but who already
had a contract in the past, the artists under aonivith an intensive live activity and the
artists under contract with no live activity. Wesfitest Hypothesis 1. Regression (1) in Table
2 allows us to check thaeteris paribusartists without a contract, but who had beenesign
by a record label in the pasCONTRACT_BEFORE are significantly more reluctant to
accept a 360-degree deal than artists who neveedig contract (the reference category in
the regressions). Since both types of artists are carrently under contract, the only
difference that could explain their attitude towsaa@60-degree deals is their past experience
with a record company and the moral hazard they haase experienced. Table 3 provides
marginal effects. It shows that for an artist netrently under contract, having an experience
of contractual relationship with a music label reglsiby 12 percentage points the probability
to consider as favorable a 360-degree deal as qechpaartists without such an experience.

Regression (1) and (2) in Table 2 also validate seaond hypothesis. The more an artist
under contract has potentially to share with hisore label — because he is touring a lot
(CONTRACT _LIVE — the less he considers as favorable a 360-dedgak Being under
contract and touring a lot reduces by 22 poinfgas€entage the probability to declare himself
as favorable to a 360-degree deal as comparedistsavho never get a contract. This is not
the case for artists under contract who perforthelion stage QONTRACT_NOLIVE A
similar result also appears, though at a lesseenéxtind less significantly, when
CONTRACT_BEFOREand LIVE are interacted. An artist without contract but who
experienced business relationships with a recdrel ia less prompt to sign a 360-degree deal
when he performs a lot on stage. Notice that winer_EVE variable is not interacted, see
regression (3), this variable turns out to be umicant. An intensive live activity by itself
does not make an artist more reluctant to sign @&d&gree deal. This reluctance actually
comes from the conjonction of touring a lot anch&we the experience of relationship with a
record label.
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Table 2 — Main probit regressions

360DEAL: Dependent variable Q) (2) 3)
CONTRACT -0.386*
(0.204)
LIVE -0.075
(0.158)
CONTRACT_LIVE -0.584** -0.587**
(0.233) (0.233)
CONTRACT_NOLIVE -0.094 -0.087
(0.269) (0.270)
CONTRACT_BEFORE -0.310** -0.321**
(0.153)
CONTRACT_BEFORE_LIVE -0.351*
(0.197)
CONTRACT_BEFORE_NOLIVE -0.274
(0.187)
SELFRELEASE -0.321** -0.318** -0.307*
(0.162) (0.162) (0.162)
HOMESTUDIO -0.327** -0.337** -0.335**
(0.149) (0.152) (0.150)
MYSPACEO -0.267 -0.277 -0.272
(0.185) (0.188) (0.185)
MYSPACE1 -0.076 -0.080 -0.070
(0.202) (0.202) (0.201)
MYSPACE2 -0.282 -0.290 -0.283
(0.207) (0.209) (0.207)
AGE2 0.094 0.093 0.051
(0.488) (0.488) (0.487)
AGE3 0.082 0.081 0.036
(0.479) (0.479) (0.478)
AGE4 0.166 0.162 0.134
(0.478) (0.478) (0.478)
AGE5 0.233 0.227 0.223
(0.490) (0.490) (0.490)
INCOME2 0.122 0.130 0.126
(0.200) (0.201) (0.200)
INCOME3 -0.142 -0.133 -0.153
(0.199) (0.201) (0.200)
INCOME4 0.126 0.134 0.104
(0.234) (0.236) (0.236)
INCOMES5 -1.028** -1.016** -1.014**
(0.493) (0.494) (0.486)
GENDER -0.159 -0.164 -0.150
(0.143) (0.144) (0.143)
HIGHEDUCATION 0.366*** 0.363*** 0.359***
(0.132) (0.133) (0.132)
NONPARIS -0.027 -0.030 -0.037
(0.134) (0.134) (0.133)
POPULAR 0.367** 0.367** 0.355**
(0.158) (0.158) (0.158)
INTERMITTENT -0.251* -0.239 -0.261*
(0.144) (0.149) (0.155)
GOLD 0.088 0.095 0.109
(0.170) (0.171) (0.1712)
MANAGER -0.371* -0.373** -0.415*
(0.184) (0.184) (0.181)
CONSTANT 0.435 0.440 0.529
(0.496) (0.496) (0.499)
N 429 429 429
Prob > chi2 0.000*** 0.000*** 0.000***
Pseudo-R2 0.100 0.100 0.095
chi2 58.830 58.941 56.144

*p<01 *p<005 **p<0.01
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Table 3 — Marginal effects (calculated at sample nams)

Variables Changes in probability
1) 2)
CONTRACT _LIVE -0.216** -0.217*
CONTRACT_BEFORE -0.121*
CONTRACT_BEFORE_LIVE - 0.134*
SELFRELEASE - 0.125* - 0.124*
HOMESTUDIO - 0.129* -0.133*
INCOMES5 - 0.325** - 0.322*
HIGHEDUCATION + 0.143*** + 0.142%**
POPULAR + 0.145** + 0.145**
MANAGER - 0.142* - 0.142*

*pP<01 *p<005 **p<0.01

As far as the main control variables are concerartiepreneurship experience, as well as the
adoption of digitital tools at the production stag@mpact as expected an artist’s opinion
towards 360-degree deals. We find that artistsuinder contract but who have selfreleased an
album in the past three years, which reflects pndreeurship abilities, are less prone to
consider as favorable a 360-degree deal thansavtisd did not selfrelease an album (- 12
points of percentage in the probability of consiagifavorable such a deal). Likewise, artists
who use a homestudio are less interested in 36fedagntract (— 13 points of percentage).
However, digitization at the promotion level hasimpact on artists’ opinion on 360-degree
deal. An artist who updates his MySpace page fretjies not significantly less reluctant to
sign a 360-degree deal. We could have expectedndanore an artist is active on MySpace,
the more he considers herself as able to self-pi@nite should thus be less willing to accept
a 360-degree deal. This result is consistent widlvipus works that show that if musicians
are indeed very active on social networks (postiideo on YouTube, twitting, ...) this
activity does not, up to now, translate in a sigaifit increase in audience (Bastard et al.,
2013). Self-promotion online is probably more diffit than it was anticipated.

We also note with no surprise that the higher ttewme of an artisttiCOMEDH, the less
likely he considers as favorable a 360-degree whath would signify to share some of this
income with his record label. The marginal effacof 32 points of percentage as compared to
artists belonging to the lowest category of incomest of the other control variables are also
significant and have the expected sign. The cdefficof POPULAR is positive and
significant, as expected. Artists who have at least undergraduate education level
(HIGHEDUCATION are also, and very significantly, more favoratevards 360-degree
deals. Finally, artists who hired a professional Help them to manage their career
(MANAGER are significantly more reluctant to sign a 36@@e deal.

5.2 Robustness checks

16



A potential pitfall with our empirical estimations ithe possible endogeneity of the
CONTRACTandLIVE variables. An unobserved variable might indeed #eneously affect
both the contractual situation of an artist or $ugcess on stage and the artist's opinion on
360-degree deal. The celebrity and/or success aftest, his bargaining power, or his ability
to secure a good deal could play such a role. Natewe already included in our regressions
the variableGOLD that accounts for the success/notoriety of antaNiereover, the potential
endogeneity betwee@60DEAL and CONTRACT or LIVE is positive and we find a
significantly negative correlation between bothiales. Hence, this endogenity issue could
only reduce the significance of our result, notlawpit®’.

A second potential issue is that we are not obsgrthe equation for the population as a
whole, since 29% of the artists in our sample ditl answer to the question on 360-degree
contracts. Maybe only the artists who felt ablenderested to sign such a contract answered
the question. When compared to the remaining aytise proportion of artists under contract
is lower among those 206 artists. They also uskatltpols less often to record their musical
projects. Our results might thus suffer from a cb® bias that the Heckman selection
estimation can solve by estimating the probabityoeing favorable to 360-degree contract,
conditional on whether or not the artist answeiteel question. We ran such a Heckman
selection estimation. The first equation is a Rrohia dummy variable that equals one if the

2" However, we properly test for the exogeneityG@NTRACTWe use as an instrumental variable the variable
WEBPAGE a dummy variable that takes the value 1 if thistanas a web page, and the value 0 otherwise. We
argue thatWEBPAGESsatisfies exclusion and inclusion restrictiongst-ithere is no reason to believe that
having a web page could have a direct effect ondiygendent variable (the opinion on 360-degree)deal
Second WEBPAGE:is correlated wittCONTRACT(p-value < 0.01 in a simple probit model WBfONTRACT

as the dependent variable aMEBPAGEas the independent variable). The inclusion retstn of our IV is thus
also satisfied. Since our potentially endogenoumkile CONTRACT is binary, we cannot use an |V procedure
to test for the exogeneity dEONTRACTusing WEBPAGEas an instrumental variable. As suggested by
Wooldridge (2002), we run a bivariate probit withrstructural probit, and a second probit uSB@GNTRACT

as the dependent variable and including our IVhi ¢ovariates. A bivariate probit approach providdsst of
exogeneity. Under the exogeneity assumption, thmer derms of both corresponding underlying equation
included in the bivariate probit are not correlatdat is, the null hypothesis of exogeneity carstaged ap = 0.

A likelihood ratio test of the significance pfis thus a direct test of the exogeneityC& NTRACTIf p # 0, only

the results of the bivariate probit have to be @m®red. But ifp = 0, it is appropriate to use the univariate probi
model. In Table 5 in the appendix, columns 2 aiisBlay the results of the bivariate probit. Theos® column
corresponds to the regression WB®NTRACTas the dependent variable, and includes the Ivorifirms that
the instrumental variabl® EBPAGEis correlated withCONTRACT Table 5 also reports that the estimated
value for the parameter is not significantly different from zero. Thesesuéis suggest thaEONTRACTis
indeed exogeneous (formally we cannot reject thegemeity of CONTRACT using WEBPAGE as an
instrumental variable, since we cannot reject tygothesis thap = 0). Finally, for about the same reasons that
CONTRACTwe could also imagine thelVE variable to be endogeneous. Talent or bargainmgep could
impact both the success on stage of an artist engdilingness to sign a 360-degree deal. USMBBPAGEas

an instrumental variable (which is positively cdated withLIVE in a simple probit with p < 0.000), we find
that we cannot reject the exogeneity 8fE (see Table 6 in the appendix).
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artist answered to the question on 360-degree acistiSELECTION. The second equation
is our previous Probit equation. We add in the exogs variables a dummy variable
(BROADBAND that equals 1 if the artist has a broaband Ietesincess at home. As required,
this exogenous variable affects the probabilityt tha artists feel concerned with 360-degree
contracts. A simple probit betweeBELECTION and BROADBAND shows that such a
correlation is very significant (p < 0.000). Talen appendix shows that our estimations do
not suffer from a selection bias (formally we cainrggect the independence of both equations
since we cannot reject the hypothesis phat0).

We also made several other robustness chédkisst of all, we checked that our results are
robust when we use sample weights that adjustifterences between our sample and the
full population of Adami members, according to genage, region of residence, and amount
of rights the artist receives from Adami. In thev&y, artists were asked how many times
they had performed on stage in the last twelve hmrand four answers were proposed: 0, 1
to 10 times, 11 to 50 times, and more than 50 tinés aggregated the two last and the two
first modalities since this configuration providetmore significant results. However, we also
ran our regression with the full four modalitiestbé live concerts variable instead of three,
without significative changes in our results. Likse&y four answers were proposed to the
guestion on 360-degree deals (“very favorable attier favorable” / “rather unfavorable” /
“very unfavorable”). In our main regressions, wastoucted the binary variabB80DEALDby
grouping the two first and the two last answersougdh this binary variable best fits our data,
we also ran estimations with an ordered probit whid four answers, and obtained similar
gualitative results. OUBELFRELEASEariable identifies artists who self-released b

in the past three years and who are not curremtieucontract. We checked that our results
remain unchanged when we consider the self-reldsd®avior whatever the present
contractual situation of the artists. Finally, @latabase contains a few inactive artists, who
could have a biased opinion on 360-degree dealsthéfefore ran our estimations on the
subsample of "active" artists, that is, artists vitaal either worked in recording sessions or
performed live at least once within the last twelwenths. Our main results remained
unchanged.

6. Discussion

Our resultsconfirm that the moral hazard behavior of record compamegeir contractual
relationship with artists reduces the incentivesheflatter to sign a 360-degree deal. Without
being currently under contract, the mere experiasfcgast contractual relationships with a
record label is sufficient for an artist to makenhtonsider that a 360-degree deal would be
unfavorable to him. In our regressions, since wetrob for a large set of variables (age,
musical genre, self-release experience, the udegidél technology, etc.) only this contractual

%8 Regressions results relative to these robustrressks are available upon request from the authors.
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experience — and thus the information asymmetryeems able to explain this different
opinion among artists who never had a contraceréstingly enough, artists who have a
manager — and are thus probably more aware of drghhess of contractual relationships
within the music industry — are more reluctant todga360-degree deals. Artists under contrat
and who are touring a lot are also very signifibaless prompt to sign such a contract. Since
they currently benefit from the positive externatitat recorded music generates towards live
music without sharing their touring revenues, they obviously those who have the more to
lose by signing a 360-degree deal. The negativeadinpf the moral hazard behavior is
considered as more important than the theoretieaéfit that both the record company and
the artist might yield from the internalizationtble externality that recorded music generates
for ancillary markets.

Finally, our results explain the difficulties thatording labels encounter to implement profit-
enhancing 360-degree deals and thus why theyrspllesent a small share of the music
industry revenues (see introduction). The artidte are the more favorable to such contracts
are the less known artists, who are not, and nleaee been, under contract. For theamy
deal is a good dealand the lack of experience of the contractuaitiehship with a record
label could lead them to underestimate the morahitabehavior of the latter. However,
artists not under contract but with a self-releasperience, and who thus probably exhibit
some entrepreneurship abilities, are less prongigim 360-degree contracts. Likewise, the
most profitable artists, i.e. those under conteanxct who are touring a lot, are also reluctant to
sign a 360-degree deal. They prefer to keep atiwadi contract in which they manage and
keep the bulk of revenues from concerts. Finallyitdiation, which is theaison d’étre of
360-degree contracts, also weakens them by enlwaticen potential of the Do-It-Yourself
model.

7. Concluding remarks

The recorded music industry considers that 360akedeals are one of the ways to overcome
the downturn of music sales that they have suffsiede the beginning of this century and
the rise of digital music. Such deals allows musbels to benefit from the growing ancillary
markets (including the live music market) whosewghg at least partially, comes from the
positive externality that recorded music (whetlegyal or illegal) generates towards them. In
the present paper we studied whether the intecgstsusic labels and artists towards such
deals are aligned. Theoretically, they should beesithe internalization of this externality
increases total surplus and should allow recorcel$alio improve their profit while
maintaining at least stable revenues for artisisthermore, the greater the market externality,
the greater the benefits of the internalizationusthdoe for both parties. Hence, the most
successful artists should be the most prompt to 36§-degree deals.
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Yet, 360-degree deals have remained quite scarw, naainly involve either stars (in
exchange of massive cash advances) or artistsngigheir first contract. In this paper we
have analyzed the incentives and pitfalls artistsoanter by signing 360-degree deals. We
especially studied if artists fear a possible mbesdard behavior from record labels that could
prevent the former to let the latter manage athefr music related activities.

Using a representative survey of 710 professionasiolns in France, our main findings
support the hypothesis that artists fear a morzhtthbehavior of their record label in signing
a 360-degree deal. All other things being equal,aitists currently not under contract, to
have been signed in the past is enough to dectbasacentives to sign a 360-degree deal.
This suggests that those artists are aware of iffieutties associated with contractual
relationships with a record label. Moreover, therenan artist has to share, i.e. the more he
performs on stage, the more reluctant he is tovea®b0-degree deal whereas he should
benefit the most from such a contract. Finally, dnéssts who are the more prompt to accept
such a deal are the ones who do not have and mexkml contract with a record label.
However, they usually are far to be the most pabfe for the record labels.
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Appendix

Table 4 — Description of the variables

Variable Description

360DEAL takes the value 1 if the artist declared to ber@stied in signing a 360 degree deal, and
0 otherwise.

CONTRACT takes the value 1 if the artist is under contract| O otherwise.

LIVE takes the value 1 if the artist performed more th@times on stage during the

previous year, and 0 otherwise.

CONTRACT_LIVE

takes the value 1 if both CONTRACT and LIVE take thalue 1, and 0 otherwise.

CONTRACT_NOLIVE

takes the value 1 if CONTRACT takes the value 1 aivEltakes the value 0, and O
otherwise.

CONTRACT_BEFORE

takes the value 1 if the artist is not under carttbait has been under contract with a
record label in the past, and 0 otherwise

CONTRACT_BEFORE_LIVE

takes the value 1 if both CONTRACT_BEFORE and LIVEetéke value 1, and 0
otherwise.

CONTRACT_BEFORE_NOLIVE takes the value 1 if CONTRACT_BEFORE takes the valardLLIVE takes the value

0, and 0 otherwise.

SELFRELEASE takes the value 1 if the artist is not currentlgencontract but had self-released an
album during the three years preceding the suamy,0 otherwise.

HOMESTUDIO takes the value 1 if the artist has a homestudio Caotherwise.

MYSPACE3 takes the value 1 if the artist updates his MySppage at least every week, 0
otherwise

MYSPACE2 takes the value 1 if the artist updates his MySpaage at least every month, O
otherwise

MYSPACE1 takes the value 1 if the artist updates his MySpege less frequently than every
month, O otherwise

MYSPACEO takes the value 1 if the artist does not have apdg8 page, O otherwise

AGE1 takes the value 1 if the artist is less than 2&yeld, 0 otherwise

AGE2 takes the value 1 if the artist is between 25%hgears old, 0 otherwise

AGE3 takes the value 1 if the artist is between 354hsgears old, 0 otherwise

AGE4 takes the value 1 if the artist is between 45%hgears old, 0 otherwise

AGES5 takes the value 1 if the artist is more than Sryeld, 0 otherwise

INCOME1 takes the value 1 if the artist earned less thadO€9in 2007, and 0 otherwise.

INCOME2 takes the value 1 if the artist earned between0€%ahd €15,000 in 2007, and O
otherwise.

INCOME3 takes the value 1 if the artist earned between0®05and €30,000 in 2007, and 0
otherwise.

INCOME4 takes the value 1 if the artist earned betweenOE80and €60,000 in 2007, and 0
otherwise.

INCOMES takes the value 1 if the artist earned more thdhG&® in 2007, and 0 otherwise.

GENDER takes the value 1 if the artist is a woman, anth@raise.

HIGHEDUCATION takes the value 1 if the artist holds a masterete¢at least), and 0 otherwise.

NONPARIS takes the value 1 if the artist does not live inar in the "lle de France" region (i.e.,
in the Paris area), and 0 otherwise.

POPULAR takes the value 1 if the artist declares that lagimmusical genre, is popular music,

and 0 otherwise.

INTERMITTENT

takes the value 1 if thertist receives a monetary compensation duringptbeious
year from thdantermittencesystem, and O otherwise

GOLD takes the value 1 if the artist has already woruaicraward and/or a gold record, and
0 otherwise.
MANAGER takes the value 1 if the artist has a managerQasttierwise.
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Table 5 — Biprobit to check for endogeneity of th&€ONTRACT variable

BIPROBIT
360DEAL CONTRACT
CONTRACT_LIVE -0.674*
(0.341)
CONTRACT_NOLIVE -0.238
(0.404)
LIVE 0.439
(0.326)
CONTRACT_BEFORE -0.340* -13.136
(0.175) (9432.596)
SELFRELEASE -0.353* -11.397
(0.190) (8436.631)
HOMESTUDIO -0.318** 0.707*
(0.152) (0.303)
MYSPACEO -0.290 -1.254%*
(0.191) (0.415)
MYSPACE1 -0.102 -0.468
(0.204) (0.426)
MYSPACE2 -0.283 -0.381
(0.207) (0.524)
AGE2 0.047 -0.631
(0.488) (0.883)
AGE3 0.071 -1.061
(0.477) (0.805)
AGE4 0.155 -0.703
(0.476) (0.827)
AGE5 0.229 -0.458
(0.488) (0.839)
INCOME2 0.135 -0.207
(0.200) (0.446)
INCOME3 -0.130 0.452
(0.199) (0.456)
INCOME4 0.132 -0.067
(0.235) (0.507)
INCOMES5 -0.993* 6.394
(0.497) (5148.124)
GENDER -0.159 -0.711%
(0.145) (0.285)
HIGHEDUCATION 0.375++ 0.573*
(0.133) (0.275)
NONPARIS -0.027 0.182
(0.134) (0.275)
VARIETY 0.368** -0.555*
(0.158) (0.321)
INTERMITTENT -0.258* -0.407
(0.145) (0.324)
GOLD 0.097 0.138
(0.171) (0.309)
MANAGER -0.349* 0.746*
(0.191) (0.362)
WEBPAGE 1.222%*
(0.321)
CONSTANT 0.488 0.101
(0.514) (0.860)
0 0.095
(0.275)
N 428
P 0.000%+
chi2 104.963

LR testofo=0: chi2(1) = 0.1216 Prob > chi2 = 0.7274

*p<01 *p<005 **p<0.01



Table 6 — Biprobit to check for endogeneity of th&.I VE variable

BIPROBIT
360DEAL LIVE
CONTRACT_LIVE -0.589**
(0.239)
CONTRACT_NOLIVE -0.129
(0.285)
CONTRACT 0.286
(0.236)
CONTRACT_BEFORE -0.310%* 0.109
(0.153) (0.183)
SELFRELEASE -0.318* -0.121
(0.162) (0.171)
HOMESTUDIO -0.330% -0.467%+
(0.149) (0.167)
MYSPACEO -0.273 -0.328
(0.185) (0.214)
MYSPACE1 -0.095 -0.394*
(0.203) (0.223)
MYSPACE2 -0.282 -0.307
(0.207) (0.238)
AGE2 0.056 0.286
(0.489) (0.516)
AGE3 0.073 0.055
(0.479) (0.505)
AGE4 0.157 -0.155
(0.478) (0.506)
AGES5 0.227 -0.396
(0.489) (0.520)
INCOME2 0.134 0.223
(0.200) (0.223)
INCOMES3 -0.134 0.499%
(0.199) (0.219)
INCOME4 0.134 0.817%*
(0.235) (0.267)
INCOMES5 -1.015%* 0.542
(0.493) (0.431)
GENDER -0.152 -0.411%
(0.144) (0.161)
HIGHEDUCATION 0.373%* -0.137
(0.133) (0.150)
NONPARIS -0.024 0.008
(0.134) (0.152)
VARIETY 0.371% 0.106
(0.158) (0.185)
INTERMITTENT -0.253* 1.209%*
(0.145) (0.157)
GOLD 0.091 0.584%%
(0.170) (0.201)
MANAGER -0.367* 0.382*
(0.185) (0.204)
WEBPAGE 0.386**
(0.179)
CONSTANT 0.437 -0.510
(0.495) (0.536)
0 0.006
(0.104)
N 428
P 0.000%*
chi2 183.642

LR testofpo=0: chi2(1) = 0.0034 Prob > chi2 =0.9533

*p<01 *p<005 **p<0.01
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Table 7 — Heckman probit selection model

SELECTION 360DEAL
CONTRACT_LIVE 0.322 -0.622%%
(0.236) (0.215)
CONTRACT_NOLIVE 1.231%+ -0.380
(0.381) (0.273)
CONTRACT_BEFORE 0.050 -0.275*
(0.135) (0.143)
SELFRELEASE 0.055 -0.313*
(0.146) (0.148)
HOMESTUDIO 0.283** -0.362%
(0.137) (0.136)
MYSPACEO -0.126 -0.169
(0.177) (0.183)
MYSPACE1 -0.126 -0.031
(0.202) (0.188)
MYSPACE2 -0.105 -0.206
(0.210) (0.200)
AGE2 0.013 0.065
(0.483) (0.450)
AGE3 -0.200 0.123
(0.461) (0.439)
AGE4 -0.498 0.297
(0.458) (0.439)
AGES5 -0.353 0.331
(0.467) (0.448)
INCOME2 -0.034 0.112
(0.179) (0.181)
INCOMES3 0.123 -0.168
(0.178) (0.179)
INCOME4 0.236 -0.002
(0.223) (0.225)
INCOMES5 -0.388 -0.737
(0.349) (0.504)
GENDER -0.162 -0.093
(0.135) (0.134)
HIGHEDUCATION 0.192 0.250*
(0.129) (0.145)
NONPARIS 0.151 -0.061
(0.127) (0.123)
VARIETY 0.033 0.289*
(0.153) (0.158)
INTERMITTENT 0.151 -0.260%*
(0.133) (0.132)
GOLD 0.269 0.004
(0.172) (0.163)
MANAGER 0.209 -0.380**
(0.191) (0.171)
BROADBAND 0.535**
(0.217)
CONSTANT 0.012 0.752
(0.525) (0.461)
0 -1.083
(0.919)
N 567
chi2 54.038

LR test ofo=0: chi2(1)= 1.89 Prob > chi2 = 0.1695

*p<01 *p<005 **p<0.01



