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The sharp rise of
smart speakers

the report

A

Hearing voices

lexa, why are smart speakers so
popular? Alright then… When
Amazon introduced its first Echo
in November 2014, many people
weren’t sure what to make of a voicecontrolled speaker that shipped with its own
virtual assistant.
That was reflected in the tech press’
coverage at the time. “Amazon has a
new product that doesn’t really have any
current equivalent [from] any other tech
company,” wrote TechCrunch. “The whole
thing is a tad baffling, but also intriguing
in that it’s fairly unique among major tech
company product introductions.”
“Amazon just surprised everyone with
a crazy speaker that talks to you,” was The
Verge’s headline. “This may be another case
of a product that you can render superfluous
by simply taking your phone out of your
pocket,” suggested CNN Tech.
More positively, Mashable opined:
“While it’s hard to say whether or not
the Amazon Echo will be successful, it’s
strange, quirky and smart enough to lead
to bigger things.”
And so it has. In January, music-focused
research firm MusicWatch claimed that
more than 14m Americans were using an
Echo device, with 13% of those people
having listened to Amazon’s Music Unlimited
streaming service via a trial, a shared account
or their own subscription.
“Over the past few years the conversation
around audio has been about mobility;
connected cars, music on smartphones,”
wrote MusicWatch’s Russ Crupnick. “With
voice assisted devices, we’re back to talking
about music in the home.”
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That month, fellow research firm Slice
Intelligence claimed that “45% of all online
Echo purchases to date were made in
November and December 2016”, while noting
that Amazon’s devices were well beyond the
early-adopter stage.
“It is clear that the Amazon Echo has broken
into the mainstream. The mass adoption of
Alexa’s important technologies – the voice
user interface – may lead to the decline of the
keyboard,” said Slice’s Ken Cassar.
“More importantly, the Echo is likely the
first manifestation of the Internet of Things

in many homes, and given its ease of use and
low price point, it could establish itself as the
hub of the smart home.”
In May, research firm eMarketer put
out its latest predictions for voiceenabled speakers in the US – a market
that now includes Google’s Home, with
other companies set to enter the fray.
eMarketer reckons that 35.6m
Americans will use one of these
devices at least once a month in 2017,
up 128.9% year-on-year. It expects
Amazon’s Echo devices to take a 70.6%
share of those users, and Google
Home another 23.8%.
Another research firm, Gartner,
predicted in April that by 2020, 75%
of US households will be using smart
speakers, including 20% that have two
of these devices and 5% that have
three or more.
This category is heating up for
analysts and music industry folk alike.
The key point to understand here is
that Echo devices in particular are an
example of a cutting-edge technology
– voice-controlled smart assistants
– being marketed to a massively
mainstream audience from very early
in their life-cycle.
That combination is important:
smart speakers aren’t like smartwatches, a
category still struggling to appeal beyond the
tech-savviest early adopters.
They’re getting into tens of millions of
homes (and that’s just the US) of exactly the
kind of people that the music industry is so
keen to sign up to streaming subscriptions.
Then when you think about how these
devices will change the way those listeners
interact with music, and the way that music
is curated and formatted for them, it makes
for one of the most interesting and important
trends for our industry in 2017. :)

Music on smart
speakers now
“Alexa… play me some songs with ‘sun’
in the title from the 1970s…”
Those with an Echo, or similar
voice-controlled speaker system set up
at home, might feel incredibly selfconscious when issuing orders to a
bit of plastic in the corner of the room.
But all the companies in this space are
banking on that self-consciousness
quickly turning into awe and then
solidifying as habitual behaviour once
the power of what they can do (and how
quickly they can do it) becomes apparent.
As with most digital technologies this
century, music is at the forefront. It is the
first out of the trenches and, as such, is the
industry that has to learn quickest but stands
to gain the most. We’ve been here before,
of course, with the iPod, YouTube and more
– where the music industry, battle-scarred
from years of disruption, has perhaps steeled
itself for attack rather than seeing the pure
opportunities. Maybe – hopefully – this time
things will be different.
Amazon is currently running a widespread
marketing campaign for the Echo, including
enormous posters in city centres and
transport routes. What they all have in
common is that music is at the very heart of
them.
It’s gone from early ads with lines
like “Alexa… turn on the kitchen
lights” to ones that lean heavily on
song lyrics (“Used to have a little
and now I have a lot”, “Round,
round, I get around” and “Stop! In
the name of love”), with positioning
for the company’s own Music
Unlimited offering. As voice goes
beyond the domestic and into
entertainment, music is providing

the bridge.
Paul Firth, Amazon’s head of music,
naturally sees this all as a towering
opportunity for the music business –
and suggests it will be the route into
streaming for the true mainstream. Not
so much a Trojan horse as a Trojan
voice.
“We think Echo will bring more
people into music streaming than
before and it will take music streaming
into a more mainstream customer –
and we can definitely see that in our
listening patterns,” he says. “We are
thinking about how we can make it really
easy for people to ask for music and how we
can get people who are perhaps a bit more
casual to discover a bit more about what’s
in the catalogue. The first thing we did there
was to think around ways in the everyday
that people would ask for music if they were
talking to their friends or if they were to walk
into a record shop.”
Simplifying the consumer experience is
key to what Amazon does across the board,
but music comes with its own challenges. The
absence of artwork, for example, means that
the serendipity of discovery that one might
have in a record shop or a streaming service is
seriously compromised.
Users have to give exact institutions or
guides to the speaker so it can deliver results.
“Discovery should still happen,” argues Firth.
“There are many ways in which we can
do discovery and obviously playlists
are going to be part of that. We have
our own new music playlists that we
update every Friday.”
Pete Downton, executive
director at 7digital, feels that –
based on usage patterns and
how voice unlocks a different
discovery dynamic – the record
industry now needs to rethink
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how it compartmentalises consumers.
“We have to think of the whole experience,”
he says. “As an industry, we have a habit of
putting people into boxes of being leanforward or lean-back music fans. The reality is
that we are all different shades of those two
behaviour at different times during the week.
For a service to really understand that and to
really serve it, it has to be able to deal with
both of those modes.”
As much as the industry has to change its
thinking and behaviour, so too do consumers
– and the services are having to futureproof
their position in the market by using AI and
turbo-charged discovery tools to ensure they
hold consumers.
“On any streaming service, you are used to
typing the term into a search bar and getting
a page of results and then doing the last piece
of choosing yourself,” says Firth on why voice
is marking such a fundamental step change.
“We have taken away the opportunity to do
that so we have to get good at doing it right
first time. We have to also get people able to
ask for music that suits the mood they are in
without necessarily having to think of an artist
to ask for.”
It is not all about Alexa, of course. But with
eMarketer projecting its market share in the
US will be 70.6% by the end of the year (and

We think Echo will
bring more people
into music streaming
than before and it will
take music streaming into
a more mainstream customer”
– Paul Firth, Amazon

The biggest players are concerned most about speed
and convenience for now, where music is a bolt on; but a
company like Whyd is arguably taking a music-first approach and, as such, could be a pointer to the next stage
of evolution for the more mainstream-focused players”
Google Home taking 23.8%, leaving “others”
a mere 5.6%) it is mainly about Alexa. At the
moment. But other tech giants want to have a
major stake in this market.
The second biggest player in this space
– Google – also has its own linked music
service, but its marketing has not been as
music-centric as Amazon’s has been to date.

As an industry, we have a habit
of pu!ing people into boxes
of being lean-forward
or lean-back music fans.
The reality is that we are all
diﬀerent shades of those two
behaviour at diﬀerent times
during the week...”
– Pete Downton, 7digital

It integrates with a variety of other music
services – Pandora, Spotify, TuneIn etc. – but
the company’s push has been more about
promoting it as a domestic helper rather
than a voice-activated DJ. Of course, that will
change soon as it looks to close the gap on
Amazon here, using music as bait.
Of the third-tier competitors here, Whyd
is perhaps the most interesting – primarily
as it is entering the market from a slightly
different perspective. Rather than be a tech
or retail behemoth creating speakers to link to
and promote all its other services, it’s a music
service that has pivoted into hardware, so
will have a different perspective on things. Its
focus will be on audio and user interactivity
specifically around music – which gives it
a USP, but could push it into an audiophile
niche. The biggest players are concerned

most about speed and convenience for now,
where music is a bolt on; but a company
like Whyd is arguably taking a music-first
approach and, as such, could be a pointer
to the next stage of evolution for the more
mainstream-focused players.
That said, music in the context of voice,
stands at an important crossroads and many of
the things the music industry has held dear for
a century or more are starting to be unpicked.
Historically, the record industry has
pushed acts at consumers (via radio, TV, the
press, posters, social media, store positioning
and so on), but now that is completely
inverted as voice means that consumers
pull music via the speaker and are not so
immediately steered by industry marketing.
As voice grows, this inversion will only
accelerate and the music business will have
to seriously rethink what marketing is and the
ways in which it moves. The idea of the “call
to action” could seriously diminish when the
consumer is in the space where they want to
hear music. This is a significant shift and the
industry will have to rebuild everything that
has taken it to this stage.
So, what can they do here to make
music a central component of voiceactivated speakers and get music to
consumers better and quicker? That’s the
focus of the next section.
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What’s next?
Given we are talking about hardware and
software that is really only starting to crawl
– never mind walk – it may seem odd to be
asking where it has to go next before it’s
even properly bedded in at the early-adopter
stage. But if the history of digital technology
and music has taught us anything, it is
essential to be catering for/reacting to the
now while planning for the next decade at the
same time. An absence of proactivity is the
fast track to irrelevance.
“It is important to note that we are at
the beginning of this,” says Pete Downton,
executive director at 7digital. “Music is at the
forefront of this, but arguably music’s benefit
so far has actually been a byproduct of a
more fundamental shift towards the Internet
of Things. To look at Amazon’s Echo and look
at what it has been used to do today – which
is essentially setting timers and playing music
– is the reason why Amazon has invested so
heavily here. Really what they are looking
to do is to become the control point of
connected devices. We are seeing Amazon
leading the way and we are seeing the others
recognising that this hyped transition to the
Internet of Things is starting to happen and
affecting human behaviour.”
He argues that the technological focus
thus far has been on the assistant side of
things rather than the point-of-access-tomusic side of things.
“To understand where this is going, you
have to get a sense of where we are on the
journey for voice – and particularly voice
combined with AI,” he says. “That needle in
the haystack challenge – figuring out what to
play next given there are over 50m songs on
many services – means this is a great way on

demonstrating the ability to find something in
a really convenient and easy way.”
At the moment, it is arguably more about
the one-inch punch of novelty, but once it
becomes quotidian, things will really start to
take off.
“We want people to be able to ask for
music in a very natural way,” says Paul Firth,
Amazon’s head of music. “Our focus is on
thinking about voice in everything that we
do. Our view is that we want Amazon Music
Unlimited to be a music streaming service
that has been entirely designed around this.
We think voice is going to be a big driver of
how the mainstream customer will adopt
music streaming services in the future.”
The big shift – and where music could
really benefit – is when it moves from a
command-based activity to a more natural

conversation. AI and natural language
processing (see box) will be the pillars upon
which this is built.
This something Ty Roberts (Gracenote
co-founder now Universal Music Group’s SVP
and chief technology officer) told music:) ally
at the end of 2016 as he was preparing his
company for the great leap forward here.
“Today it’s a command-and-fetch robot:
‘Tell me what the number one song was in
1989’ or ‘Play me Lady Gaga’s last album,’” he
said. “But it has the opportunity to evolve into
a conversation.”
He said the opportunities are huge –
but there will also be a game of patience
happening here before it is fully realised.
“It’s an opportunity to get into a dialogue,
to be a discovery experience driven by
dialogue,” he said of where he sees things

Today it’s a command-and-fetch
robot: ‘Tell me what the number
one song was in 1989’ or ‘Play me
Lady Gaga’s last album. But it has
the opportunity to evolve into a
conversation...” – Ty Roberts

going. “I don’t want it to be a school: it should
be like when you talk to that great friend you
have who knows about music. Conversation!
But it will probably take a few years.”
music:) ally asked Firth about this and he
said that Amazon is using machine learning
to both improve things and add functionality
that is native to voice rather than imported
across from text-based searches.
“We have a machine learning team here
and we have used machine learning to help us
tag songs in a certain way,” he said.
He also added that, while Alexa is the
central voice of Echo, it is opening up to a
series of sub voices – and music is a big part
of that.
It currently has its Side By Side series
where artists such as Tinie Tempah and Ed
Sheeran have created audio guides to their
music.
“Alexa will always be our key assistant, but
once you are used to having a speaker that
talks to you, there are opportunities for artists
to get involved as well,” he says. “We have a
saying at Amazon that it’s still day one – and
it definitely is still day one with voice. But we
are having a lot of fun with looking at how we
can try new things and that is going down
well with customers.”
It has also added a lyric search option so
that users – who might not remember the
title of a song or the artist – can do an “Alexa,
play the song that includes [example of
lyrics here]” request and it can find the track,
announce what it’s called/who it’s by and
then play it.
“It’s such a natural way that people ask
for music,” he says. “This is the thing that has
been adopted most by customers so far. It’s
a clever feature. We have lyrics in the app and
we sync them to songs anyway.”
Downton, like Roberts, feels the swing
from command to conversation is where it is
all moving here.
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“Instead of starting from the perspective
where you are saying to voice systems ‘Play
me Imagine Dragons’ or ‘Play me something
happy’, I think you’ll start with a conversation
where you say to the device to play you some
music and the device will know where you are
and understand that to bring some context
to the way it provides options back to you,”
he argues. “We have not really seen that in
voice today. What we have seen is that voice
and search returns links – which is command
based and translating a sentence into a
search query, firing it off and bringing back
what you would have got through a normal
search.”
He continues, “In the case of music, it is
hitting a database and, provided you have
asked the question in the right way, it is
going to find something. Natural language
processing is the next step and that’s the
thing that will turn this into an incredibly
powerful tool – as it will understand context
and it will have far more relevant sources to
draw upon when providing a response.”
While the focus to date has been on
recorded music, ticketing also stands to be
a significant part of the mix – especially as
Amazon has been steadily moving into the
concert ticketing space. The idea of recorded
and live properly co-existing and powering
each other forward is an exciting one – and
voice is the space where that crosspollination
could happen quickest and best.
Ismail Elshareef, VP of open platform
and innovation at Ticketmaster, spoke to
music:) ally last year about how its API and
voice and properly meshing to create new
ticketing opportunities.
Triggered by a student at the University
of Southern California creating an Alexa
integration where fans could ask their Echo

There is a phrase in tech circles that we tend to over-estimate the potential of technology in the
short term and underestimate it in the long term. I’d say the music industry has demonstrated
a behaviour of underestimating the short-term and the long-term implications of technology –
even when it is right in the middle of it. ...” – Ismail Elshareef, Ticketmaster

for events nearby, then choose one and
schedule an Uber to take them to the venue,
Elshareef talked about how Ticketmaster was
so impressed it was looking to turn this into
an actual product.
“Next year [2017], what we’re planning on
doing is creating an incubator or accelerator
programme for three months, where we’ll get
to work closely with some of these guys with
great ideas, bringing them in and figuring out
how we can actually make them happen,”
he said. “How do we figure out a product/
market fit? How do we figure out if the idea
has legs? We’re thinking about different ways
of launching this incubator or accelerator
program next year, to build on top of the
devjams that we have today.”
Downton is concerned that the music
industry is going to blindly repeat the
mistakes of the past here and let another
great opportunity slip through its fingers –

either due to apathy or arrogance.
“Over time we can look at moments when
music has really been at the forefront of
mass adoption of new technology because
it has been a killer application and it’s fairly
straightforward to make sense of it,” he says.
“In the past, the industry has – frankly – failed
to benefit from it commercially as at the start
of things it didn’t really appreciate that the
change would be so profound in business
behaviour and the context around that.”
He adds, “There is a phrase in tech
circles that we tend to over-estimate the
potential of technology in the short term and
underestimate it in the long term. I’d say the
music industry has demonstrated a behaviour
of underestimating the short-term and the
long-term implications of technology – even
when it is right in the middle of it. Look at the
iPod, iTunes or YouTube. Music was at the
forefront of creating all those opportunities,

but it didn’t really organise itself around what
was going to happen next.
He says the music industry is doomed –
unless it changes its thinking – to be playing
catch up with technology rather than steering
it. And that will be no different, he suggests,
with voice.
Who he feels is steering it (pun intended)
is the automotive industry. But that is
because they have been anticipating this and
preparing for it for years.
“The car industry has known this was
coming for a decade and has been working
on it really deeply for the last five or six years
– and then it comes out when it comes out,”
he says. “Whereas the music industry tends
to react to what it has read in the paper that
day. That means it typically ends up in this
cycle of trying to catch up with technology.”
So what should the music industry do here?
“Engage, engage, engage with the
companies bringing this technology to
the market,” is Downton’s mantra. “All the
advances in music have not come from the
labels – they have come from artists who see
the potential to innovate using technology.
It’s incredibly important that that is
encouraged. It is great to see that starting.”
He concludes, “When it comes to what
it means on a grand scale, I think sharing
of data and metadata – beyond paying
artists faster and making the industry
more transparent – is something we have
to go beyond and start to think of how we
enable people to access the music that they
can fall in love with across this myriad of
services that have been built on the back of
this new infrastructure.”
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WHY NATURAL LANGUAGE PROCESSING (NLP) HOLDS THE KEY
NLP is, in brief, a way for computers to understand what humans are saying
and to build out ever-more intelligent responses from that. It’s the next stage
on from command – so going beyond reacting to trigger words and starting to
anticipate what the user wants.
Human speech – with its complex intonations, emphasis on certain syllables,
fluctuation in volume, dips into emotion and/or sarcasm – is polysemic and as
anyone who has spent any time at all with people from the UK will know, what
they say is not always what they mean.
Then there are the different rules and sentiments unique to different
languages and cultures. It is a complex web and voice control is – if we are to
draw a human parallel – still grappling with “A is for apple”.
When issuing short and clear commands, voice-controlled devices can be
easily trained to pick out what the user wants and, if possible, deliver it. The
linguistic web and sentiment analysis are nothing new, but they have been
based mainly on the written word. Voice recognition and dissection is infinitely
more complex.
This is where NLP algorithms can come into their own. They are, for the
most part, based on machine learning and AI algorithms and, as such, are in a
constant state of flux. The more that is fed into them and the more they are
corrected, the better they become and the more able they are to anticipate and
decipher what, exactly, the user is looking to do.
The dystopian sci-fi parallel is HAL 9000 in 2001: A Space Odyssey – a
cold-voiced machine that is unfeeling but starts to take over in a way that was
never intended, disobeying commands and seeing its human masters as an
inconvenience that needs to be dealt with.
Albert Mehrabian’s 1971 book Silent Messages looked to unpack just how
complex human communication is. He argued that a mere 7% of human
communication is derived from the actual words spoken, with 55% based on
body language and 38% to the tone/rhythm/music of the voice.
That shows just how limited devices like Echo or Google Home are currently.
If we look at the history of language, it’s fair to say we are currently at (to go
back to the 2001 analogy) the “grunting at banging bones at the foot of an
obelisk” stage.

The original Echo has now become a family
of devices, with the most popular currently
thought to be the £50 Echo Dot, which is
smaller and can connect to other speakers as
well as acting as a standalone device.
Both devices use seven microphones to
offer “far-field voice recognition” within a
room. The cylindrical Echo blasts out sound
in all directions, while the Dot has a smaller
speaker.
Shipping in June will be a third member of
the family, the Echo Show, which is more of a
wedge-shaped device with a built-in seveninch screen. The latter feature’s emphasis
appears to be on video calls more so than
entertainment.

Amazon’s Prime Music and Music
Unlimited services are baked in to the Echo,
complete with bespoke voice-controlled
features – as Amazon’s Paul Firth explains
elsewhere in this issue. Spotify and TuneIn
are also natively supported.
However, the potential of Echo and its
Alexa voice assistant is as much about the
“skills” that third-party developers can create
– its equivalent of “apps” for smartphones.
From ticketing to artist discovery, there are
plenty of potential applications.
In May, Amazon revealed that people will
soon be able to opt in to notifications from
Alexa, while also launching an initiative to
start paying developers of Alexa skills based
on their popularity.

Google Home

Google’s Echo rival was unveiled a year ago
at the company’s I/O developer conference,
with a similar ability to support third-party
music streaming services – including Spotify
at launch – as well as the company’s own.
Google made no secret of its competitive
streak. “We’re competing feature for feature in
most of the areas,” VP of product management
Mario Queiroz told The Verge at the time.
“And in the areas that really matter to the
consumer, we’re going to do a better job.”
Its use of Google’s ‘Cast’ technology
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meant that Google Home could control
televisions using the company’s Chromecast
device: illustrating a strategy geared towards
a set of devices around the home, rather than
just one.
At launch, there was no developer API,
but now there is ‘Actions on Google’, which
enables people to build apps for the Google
Assistant technology that powers Home, but
also features on Android devices.
Google is also testing a transactions API
for Assistant, which will fuel purchases and
reservations / appointments for the apps built
for its voice assistant.

the report

Harman Kardon Invoke
Amazon has Alexa,
Google Home has
Google Assistant and
whatever device Apple
comes up with will have
Siri. But there’s another
big-tech voice assistant
in town too: Microsoft’s
Cortana. That company’s
strategy is to license
its tech to hardware
partners, starting with audio firm
Harman Kardon.
Its Invoke speaker will go on sale in the
autumn, initially in the US. Its feature set
is similar to the existing rivals: it will “play
your favourite music, manage calendars and
activities, set reminders, check traffic, deliver
the latest news and much more” while also
making Skype voice calls.
As yet, the sources of the Invoke’s music
have not been confirmed: Microsoft does
have its Groove streaming service, but it
would make sense to open up the Invoke to
larger streaming services too.

Prizm

Prizm is a pyramid-shaped device that
connects to an existing speaker, much like
the Echo Dot. The idea is that its owner
creates a profile with some of their favourite
music, then receives a stream of tracks
based on that, with the device learning their
preferences over time. It costs €149, with
some direct licensing deals in place already
for a catalogue of music. After a year, Prizm
owners will be asked to pay an annual
€39.90 subscription. Prizm’s initial funding
came from a $161k Kickstarter campaign in
2014; but in April 2017, Ubithings announced
that it had raised a further €1m of funding
from investors – including Deezer founder
Daniel Marhely, investment fund CM-CIC
and internet entrepreneur Xavier Niel– to
continue its R&D efforts.

Whyd

Whyd first came to music:) ally’s attention
in late 2012, when it was a music discovery
startup aggregating music from YouTube,
SoundCloud and blogs. In August 2016,
though, the French company pivoted to
focus on hardware instead. “We are about
to launch our premium voiced-controlled
speaker that will surround you with its deep
and powerful 360° sound,” it explained to
users in an email. It has since sold out of
the first batch of its Echo-style speaker,
which draws music from Spotify, Apple
Music, Deezer, SoundCloud, Google Play
Music and Tidal.

Clova

Clazio

This started life as a smart speaker called
Clarity, but has since been rebranded. Like
Prizm, its first funding came from the crowd,
albeit on Indiegogo rather than Kickstarter –
and so far it has raised more than $312k in preorders on the former site. Clazio’s key shtick
is that it will work with both Amazon’s Alexa
and Google’s Android OS (and thus the latter’s
voice-control features). The device’s Android
aspect also means it will be able to stream
music from Pandora, Spotify, SoundCloud
and other apps, while also playing music files
that have been stored locally.

Onkyo
Clova isn’t a device… yet. Instead, it’s
messaging app Line’s equivalent to Amazon’s
Alexa: a smart, voice-controlled assistant
that will ultimately live in both hardware and
software. So smart speakers are coming at
some point. Clova is short for Cloud Virtual
Assistant, with Line saying that it wants
to create an Alexa-style ecosystem of
developers and services for it. “There is a
shift towards post-smartphone, post-touch
technologies,” CEO Takeshi Idezawa said as
Clova was announced in March. “It’s one of
the longer-term bets. The point is to secure a
position early on. People will probably begin
to use these services more regularly three-tofive years from now.”

Like Harman Kardon, Onkyo is an example of
a traditional hi-fi manufacturer edging its way
into the smart-speaker market; and also like
Harman Kardon, it’s doing this with a partner
from the technology world. Onkyo’s chosen
partner is SoundHound, once known best as
a music-identification rival to Shazam, but
nowadays attracting buzz for its Houndify
voice platform. Onkyo is making a series of
speakers using Houndify, although how it
plans to source streaming music remains
to be announced. “With the Houndify
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NEXT UP: APPLE AND SPOTIFY

integration, Onkyo smart speaker users
will be able to talk to their products
naturally to control them and receive
answers about weather, sports, stocks,
flights, hotels, restaurants, music, movies,
and more,” is how Onkyo describe its plans
in January 2017.
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Sonos
Former Sonos CEO John MacFarlane has
been blunt about how his company was
late to the voice-control party. “I fell into
that trap where I’ve been watching voice
recognition for years. I tried Echo in the
beginning and wrote it off. I had too many
distractions at that time. I wasn’t playing at
the level I should have been playing at in all
frankness,” he told
the New York Times
in January 2017, as
he stepped down.
His replacement,
Patrick Spence, has
been making the
case for Sonos as
a Switzerland (of

Mark Monday 5th June in
your diary as the day we’ll find
out whether Apple is ready
to enter the smart-speaker
battle. There has been regular
speculation in recent months
that the company is preparing
to unveil a device powered by
its Siri voice assistant.
In September 2016,
Bloomberg claimed that the
speaker “has exited the research and development lab and is now in prototype
testing” with non-music features including the ability to “control appliances, locks,
lights and curtains via voice activation”.
By May 2017, Taiwanese sources suggested that local company Inventec had
gone into production on the device, with one analyst suggesting Apple could shift
as many as 12m units a year.
If such a device is ready for its public debut, Apple’s WWDC event keynote on
5th June could be the day, although the company could choose to wait until its
traditional autumn unveiling of new iPhones.
As for Spotify, in April a job listing on the streaming service’s website hinted at
its plans to get into hardware (if not conclusively smart speakers).
The job ad said Spotify wanted to develop “a category defining product akin
to Pebble Watch, Amazon Echo, and Snap Spectacles” that will “affect the way
the world experiences music and talk content”.

sorts) for the voice-control world, working
with all the systems, much as it works
with a range
of music
streaming
services. “With
what Amazon
and Google
are doing,
the world
has changed

completely; we’re part of that new world,”
said Spence in January. “Just like we
haven’t tried to compete with Spotify we’re
not going to compete with Amazon or
Google or Apple on voice service.”
The following month, Sonos showed
off an Alexa integration, with an Amazon
Echo Dot controlling a set of Sonos
Play:5 speakers.
The company’s longer-term strategy is
yet to manifest itself.

Essential Home
As music:) ally was going to press this week,
Android creator Andy Rubin unveiled the
first products from his Essential Products
startup, including a smart speaker.
Called Essential Home (pictured below),
it will launch later this year: looking
more like a glowing alarm-clock than
the cylindrical Echo.
The device will be able to play music,
answer questions and control other smarthome devices. It is also taking a neutral
approach to voice assistance: rather than
develop its own technology, Essential is
integrating Amazon’s Alexa, Apple’s Siri and
Google Assistant – making Essential Home
the first smart speaker (that we know of) to
include all three.
The Home will also work with Essential’s
other product, its ‘Phone’ smartphone.
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Beyond Music on Echo
It’s early days for music-related Alexa skills on Amazon’s Echo
devices, but there are some interesting things happening
beyond the world of music, which we can take inspiration from.
Here are six of the skills from interactive fiction, narrative and
branded content that are worth chatting to.

EARPLAY

‘Alexa, start Earplay’

Described as “interactive audio stories you play with your
voice”, Earplay bills itself as a step on from traditional
radio dramas. For now, there’s a demo and a prologue
chapter of a tale called ‘Codename Cygnus’. The latter
sees Echo owners playing a secret agent, making choices
that drive the narrative – for better or for worse.

THE WAYNE INVESTIGATION

‘Alexa, open the Wayne Investigation’

More interactive narrative, but this time based on one of
the most famous fictional characters – Batman. Published
by Warner Bros, this skill focuses on the famous backstory
of the death of young Bruce Wayne’s parents. Echo owners
have to try to solve the mystery, visiting crime labs and
chasing thieves among other actions.

RUNESCAPE QUESTS
‘Alexa, play RuneScape’

Another interactive Alexa game based on a popular
entertainment brand: in this case, online roleplaying
game RuneScape. Released by its publisher, it
pitches players into a quest to unravel “mysteries
and murders at the Abbey of St Elspeth”. Its ability to
flesh out the world of the original game is interesting:
could a similar structure (with slightly fewer demons)
provide the backstory to an artist or album?

THE GRAND TOUR

‘Alexa, open The Grand Tour’

This skill is based on the car show that the trio
fronting Top Gear made for Amazon’s Prime Video
service. In part it provides clues for what viewers
should look out for in the show’s episodes, as well as
answering their questions about the programme and
unlocking a “video extra” for superfans. Again, it’s a
glimpse at how Alexa skills might be used around a
particular album or artist.

NASA MARS

‘Alexa, open NASA Mars’

WOULD YOU RATHER? FOR FAMILY

the report

‘Alexa, play Would You Rather?’

Based on the existing game brand Would You Rather?,
this is an intriguing glimpse at how Alexa skills can be
designed for multiple participants. In this case, it’s a
trivia game where each question involves choosing
between two options – with the ‘Family’ part of its
name reflecting its child-friendly content. Now imagine
something like this for music trivia.

NASA’s Jet Propulsion Laboratory is using Alexa
to keep people posted on the rovers on Mars.
Each week there are new updates written by the
mission’s team, while the skill can also answer
some of the most common questions about its
work and the red planet. This approach could
easily work for a popular music artist: what have
Ed Sheeran or Little Mix been up to this week…
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MEXICO
STATS

f

Population

d

GDP per capita
Total music revenue
per capita (US$)

h
Mexico is one of the key territories that is driving growth for
music in Latin America. With a 23.6% rise in recorded music
revenues in 2016 hot on the heels of a 15.1% rise in 2015
Mexico is increasingly becoming a priority market for labels

the report

A

s the record industry continues
its gentle recovery, Latin America
is increasingly attracting global
interest, with Mexico the poster boy
for the region’s digital-led success.
In 2016, Latin America was the global
region with the highest level of growth in
recorded music revenue for the seventh
year running, according to the IFPI. That
was thanks to a 12% increase, while Mexico,
the second biggest market in Latin America
after Brazil, saw its own revenues grow
23.6%. Such explosive growth – which
came on top of a 15.1% lift in 2015 – has not
escaped the attentions of music industry
executives, with Beggars Group chairman
Martin Mills naming Mexico as one of
three important new markets for its artists

(alongside Russia and Brazil) in the IFPI’s
latest Global Music Report.
Alfonso Perez Soto, SVP, business
development, Warner Music Latin America
and emerging markets, says that Mexico
is “one of the engines of industry growth
in Latin America”. “We’re seeing increasing
numbers of music fans sign up to digital
services and the physical market also
proved resilient in 2016,” he adds. “And we’re
only beginning to tap into the true potential
of the digital market in Mexico.”
Overall digital revenue in Mexico climbed
from $67.6m in 2015 to $88.6m last year,
driven by streaming, revenue from which
increased from $44.42m in 2015 to $71.37m in
2016. Impressively, this has come about while
income from physical music has remained

Internet users

c

Broadband connections

i

Mobile subscriptions
Active smartphones
Active tablets

123.2m
$18,900
$1.1
69.9m
16.4m
106.8m
49.8m
14.4m

Sources: IFPI/CIA World Factbook

relatively stable, down just $1.4m in 2016 (to
$32.2m), while CD sales actually increased,
from 7.1m units in 2015 to 7.9m last year.
Spotify is Mexico’s leading streaming
service, with a 64.1% share of the digital/
streaming music market, ahead of Google
Play (12.3%) Apple Music (8.1%), local service
Claro Música (7.4%) and Tidal (2.1%), according
to research firm The Competitive Intelligence
Unit. In 2016, Spotify announced that
Mexico was its third largest global market in
terms of active users (with a rumoured 1m+

Mexico is still positioned as the
third global market for Spotify
and, as the regional growth of
Latin America continues, it’s
expected to maintain or
even overpass this position in
the next years,...”
– Mia Nygren, Spotify

subscriber base) and the company’s LatAm
managing director Mia Nygren says Mexico
could become even more important as Latin
America’s digital music market expands.
“Mexico is still positioned as the third global
market for Spotify and, as the regional growth
of Latin America continues, it’s expected to
maintain or even overpass this position in the
next years,” Nygren explains.
Perez Soto says that Spotify has led the
switch to streaming in Mexico. “Research
suggests that more than one in four
internet users in Mexico are on Spotify,”
he adds. “Only Sweden can claim a higher
Spotify penetration rate. However, other
services are now gaining traction, with
Apple Music, Google Music and YouTube
Red adding subscribers.”
One of the key reasons for Mexico’s
impressive digital growth is the country’s
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RECORDED MUSIC SALES

continued...

DIGITAL MUSIC REVENUE BY FORMAT,
IFPI FIGURES

(Volume, million units)
(Source: IFPI)
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once-sluggish smartphone market, which
is picking up steam after reforms in 2013
increased competition and lowered prices.
“Mexico did have a history of high prices
in the telecoms market; but deregulation
is changing that and we are seeing rates
significantly fall,” says Perez Soto
(pictured). “This is driving
increased growth in smartphone
penetration – and that is good
news for the music business.”
Nygren explains that the
introduction of better internet
services, at competitive
prices, has also helped. “Also,

2012

users’ spending on the
consumption of digital
music and streaming
services is influenced by
the fact that segments of
the Y and Z generations are
gradually entering the
economically active
population, these
users are mostly
digital and they
love music,” she
adds.
Nevertheless,
Perez Soto

2015

2016

Paid/freemium
subscriptions
Mobile personalisation

believes there is still considerable room for
growth in Mexico. “While Spotify has claimed
first-mover advantage in the market, overall
penetration of digital services is still low,” he
says. “If a service can implement a strategy to
reach the mass market, including those from
less well-off backgrounds, then the sheer size
of the population [123.2m] means they could
enjoy enormous growth and change the face
of the digital music business.”
Of course, challenges still remain for the
Mexican music industry, including “better
monetising ad-supported platforms and
ensuring payment mechanisms are in place
to help all music fans access services”
according to Perez Soto. “But the industry
is working to address these issues and
solving them will unlock to door to even
higher growth,” he adds.
As such, interest in Mexico is only likely to
increase. “Mexico has always had a reputation
as a major repertoire hub for Latin America,”
says Perez Soto. “We’re also seeing Mexican
artists prove increasingly successful in the
US. I think this combination of a rich musical
tradition and strong market growth
will continue to drive interest in
Mexico in the years ahead.”
He concludes, “I’m very
optimistic about the future of the
music business in Mexico. Digital
growth is enabling us to step up our
investment in A&R and marketing,
helping create a virtuous cycle that
is great for Mexican artists and
those that invest in them. And we
are only at the start of the journey.
I think there is still enormous
untapped potential in the Mexican
music market.” :)

12
ISSUE 405
31.05.17

Music Ally is a music business information and strategy company. We focus on the change taking place in the
industry and provide information and insight into every aspect of the business, consumer research analysing
the changing behaviour and trends in the industry, consultancy services to companies ranging from blue
chip retailers and telecoms companies to start-ups; and training around methods to digitally market your
artists and maximise the eﬀectiveness of digital campaigns. We also work with a number of high profile music
events around the world, from Bogota to Berlin and Brighton, bringing the industry together to have a good
commonsense debate and get some consensus on how to move forward.
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