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With streaming having crossed into – pardon the pun – the mainstream,
the UK industry could do without the complexity and uncertainty
of Brexit’s potential impact on a largely booming business

the report

T

he British music industry pre-Brexit
is a little like the Yellowstone volcano:
ostensibly in pretty fine shape, but
dogged by the suspicion that it might
blow up in the near future – and with little the
locals can do to prevent it.
That’s not to say that Britain’s exit from the
European Union, due to take place sometime
before 29th March 2019, will necessarily
have a negative impact on the British music
industry. (Nobody, not least the British
government, has a clear idea of what the
ramifications will actually be.) But it is hard to
be entirely positive about the future for the
UK’s music industry with the shadow of Brexit
looming heavily on the horizon.

Little wonder, then, that BPI and the
BRIT Awards CEO Geoff Taylor called on the
government to “make creative businesses a
priority post-Brexit” earlier this year, asking
for action to ensure “that UK artists can tour
freely in EU markets and that UK businesses
can access the best talent”.
For the British music industry, which
was overwhelmingly in favour of the UK
remaining in the EU, this uncertainty is all
the more galling as it comes at a time when
its business was starting to look pretty
solid otherwise, coming after a difficult five
years. The BPI’s most recent trade figures
showed that British record label income
was at a five-year high of £926m last year
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following an increase of 5.1% in 2016.
The reason behind this bump was,
unsurprisingly, streaming – income from
which rose 61% year-on-year to £274m.
Subscription services accounted for 87.1%
of this total, with Kantar research from
December 2016 suggesting that 11% of
the UK’s adult population used a paid-for
streaming service, up from 9% in December
2015. This, as the BPI notes, suggests the
continued offer of free trials, above-the-line
advertising and bundled deals are helping to
drive engagement.
Less heartening, perhaps, was the fact
that video streaming accounted for just 9.3%
(or £25.5m) of total streaming income, despite

Last December we passed
the milestone of more than
1bn weekly streams and that
streaming on average now
accounts for over 50% of music
consumption measured by album
equivalent Sales and I think
it’s safe to say that streaming
has now crossed fully into the
mainstream...”
– Geoff Taylor, BPI
the UK being the sixth biggest global user of
YouTube, with 35.6m monthly active users in
the first quarter of 2016 according to Statista.
“UK labels’ trade income from audio
streaming [30%] almost equalled revenues
from physical formats [32%] in 2016, and
we’ll undoubtedly see streaming become
the largest revenue generator for recorded
music this year,” says Taylor. “Add the fact
that last December we passed the milestone
of more than 1bn weekly streams and that
streaming on average now accounts for over
50% of music consumption measured by
album equivalent Sales and I think it’s safe
to say that streaming has now crossed fully
into the mainstream.”
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The question now is how far this adoption
can go among the British public. Kim
Bayley (pictured), CEO of the Entertainment
Retailers’ Association (ERA), suggests there
may still be considerable room for expansion.
“At this point, according to our tracking
study, over 26% of under 25s use a
streaming service, yet we know
that at the height of the physical
market, retailers were able to
monetise around 50% of the
population,” she says. “If 50%
is the ceiling, then there’s an
incredibly long way to go. On
the other hand, digital models
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are inherently more flexible than physical
sales models. Who’s to say we couldn’t take it
even higher?”
Taylor is slightly more cautious. “I think
it would be unwise to speculate about
a ceiling when music streaming hasn’t
reached its maximum anywhere
in the world,” he says. “We do
know that one of the UK’s
most successful content
subscriptions, Sky, has
around 12m UK subscribers
– around double the
number of UK subscribers
to music streaming – so there
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is plenty of room for growth, particularly
since Sky subscriptions tend to be for whole
households, whereas most music streaming
subscriptions are for individuals.”
One factor that could help fuel this
expansion would be a wider range of price
points among streaming services, with
research from subscription-billing firm
Zuora in October 2016 finding that 48%
of respondents in the UK who don’t
subscribe to streaming services believe
they are too expensive.
“There isn’t a consumer market anywhere
in which consumers wouldn’t prefer to pay
less and we have clear evidence that there are

tens of millions of people who regard £9.99 as
an acceptable price point for 24/7 access to all
the music in the world,” says Bayley. “At the
same time digital services need the freedom
and licences to innovate and create a range
of different options for consumers based on
different usage or access or genre models.”
The first quarter of 2017 has seen the
British recorded music industry continue
the solid progress of 2016, with retailers and
digital services generating an 11% year-onyear increase in album equivalent volume in
the first quarter of 2017 according to ERA.
Paul Pacifico, CEO of UK indie label
association AIM, says the mood around
the UK music industry is buoyant. “I am
fantastically optimistic,” he says. “There has
never been a better time in history to be in
the music industry. No matter how difficult it
is to make a living from one individual release,
the fact remains that the music market is the
most open that it has ever been. Anybody
can get their creative ideas to market and we
have a greater chance of a market that is a
meritocracy than ever before.”
And yet Brexit continues to loom. The
British government has, according to Taylor,
said that it understands the BPI’s push for the
creative industries to be a priority post-Brexit.
“It’s also encouraging that the government
has been treating the creative industries as a
key priority sector in its proposed Industrial
Strategy, and we hope that will remain the
case under a new government,” Taylor adds.
“However, given the complexity of the
upcoming Brexit negotiations and the
many sectoral interests, it is too early
to say how music will fare. We will keep
pushing for music and creative businesses
to be treated as a priority.” :)

