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Abstract  I 

Abstract  

This study examines characteristics of successful online streaming businesses and proposes with the new 
gained insights a scalable business model solution for a podcast streaming service.  
As podcasts have just recently regained popularity after ten years of existence, there is an open 
opportunity to capitalize on the growing market of listeners. With the emergence of new formats and 
high-end studio productions such as ‘Serial’, the most accessed podcast to date, the podcast industry is 
becoming increasingly attractive to advertisers and new businesses. However, since the industry is still 
young and in development stage, there is a lack in knowledge and data that could help a podcast 
streaming firm to find a successful business model and win over the market. Aiming to fill the gap, this 
research project conducts a comparative case study analysis of leading video and audio streaming services 
to identify the characteristics of successful business models in the online streaming industry. By 
synthesizing the business model canvas as a documentation tool and the VRIO framework for 
benchmarking, this study integrates and combines theoretical models to provide empirical results for 
validation. In order to assess the finding’s applicability to the podcast industry, six semi-structured 
interviews were conducted with experts of the industry. 
As one of the key findings, this study extracted a total set of 21 success factors that can be attributed to 
the resources and competences of an online streaming firm. Seven of these factors are regarded as 
necessary for a firm to remain competitive in the industry, whereas 14 factors show potential to unlock 
competitive advantages. Thus, this report suggest that an online streaming service is likely to achieve 
sustaining success if the 21 identified success factors are incorporated in the business model. The 
outcome of the expert interviews demonstrates that the identified success factors are largely applicable to 
a podcast streaming service. The main differences lie in the success factor’s potential to generate 
competitive advantages. Due to the fact that the podcast industry is less evolved than the online 
streaming industry, it holds more untapped opportunities that can be leveraged by firms. For instance, 
offering ‘tailored and dynamic ad solutions’, unlocking ‘multiple revenue streams’ or pursuing an 
‘integration with social media’ are some of the factors that are widely implemented by online streaming 
firms, yet unexploited in the podcast industry. Furthermore, particularities of the podcast medium lead to 
different rules of competition. Whereas ‘streaming licenses’ are the competitive basis for online streaming 
services, the open accessible format of podcasts significantly lowers the barriers of entry for aggregating 
businesses. The study therefore suggests that i. a. producing ‘original content’ and offering platform users 
a ‘personalized user experience’ can create a competitive edge to differentiate from rivals. 
On the basis of the aforementioned results, this study proposes a business model solution for a podcast 
streaming service that operates as a multi-sided platform with a freemium model. The main revenue 
streams are created by advertising sales and channel subscriptions. 
In summary, this study concludes that an implementation of 21 success factors could lead an online 
streaming service to a dominant market position. The identified success factors can largely be applied to a 
podcast streaming service, though particular variations need to be taken into account. 
Keywords: podcast industry, online streaming, business model canvas, VRIO analysis, success factors 
 



Sammanfattning  II 

Sammanfattning 

Denna studie undersöker egenskaper hos framgångsrika online streaming-företag och föreslår, med de 
nyfunna insikterna, en lösning på en skalbar affärsmodell för en online streamingtjänst för podcasts. 
Podcasts har existerat i tio år och nyligen har fenomenet växt i popularitet, vilket har ökat 
kapitalistmöjligheterna i takt med att lyssnarsiffrorna stigit. Idag består podcasts av ett flertal olika 
programformat och är ofta välproducerade studioproduktioner. Så som "Serial", den podcast som haft 
störst genomslag hittills. Podcast-industrin blir allt mer attraktiv för annonsörer och företag. Men då 
branschen fortfarande är i ett tidigt utvecklingsstadium har den ett flertal märkbara brister. Det saknas 
kunskap och information för streaming-företag inom podcasts, hur dessa ska gå till väga för att ta fram 
en hållbar och framgångsrik affärsmodell. Det huvudsakliga syftet med denna studie är att fylla gapet 
genom att sammanställa en jämförande fallstudie av de ledande video- och ljudstreamingtjänsterna för att 
identifiera egenskaperna hos framgångsrika affärsmodeller i online streaming industrin. Denna studie 
kombinerar och integrerar teoretiska modeller genom en syntetisering av ‘The Business Model Canvas’ 
som dokumentationshjälpmedel och ‘VRIO-framework’ för benchmarking. För att uppnå empiriska 
resultat applicerbara på podcast-industrin, genomfördes sex semistrukturerade intervjuer med experter i 
branschen. Studien består av 21 utvalda framgångsfaktorer applicerbara till de resurser och befogenheter 
som en online streamingtjänst bör ha. Sju av dessa faktorer anses nödvändiga för att företaget ska förbli 
konkurrenskraftigt i branschen, medan de övriga 14 faktorerna ger dem potential för att låsa upp 
konkurrensfördelar. Denna rapport bevisar att framgången för ett online-streaming-företag sannolikt 
kommer att uppnås och upprätthållas om de 21 utvalda framgångsfaktorerna finns med i företagets 
affärsmodell. Resultatet från expertintervjuerna visar att de identifierade framgångsfaktorerna till stor del 
även kan tillämpas på en streamingtjänst för podcasts, då de viktigaste skillnaderna ligger i 
framgångsfaktorernas potential att generera konkurrensfördelar. Då podcast-industrin är mindre 
utvecklad än online streaming-industrin, finns det fortfarande ett flertal outnyttjade möjligheter kvar att 
nyttjas av podcast-industrin. Till exempel finns möjligheterna att erbjuda annonsörer "skräddarsydda och 
dynamiska annonslösningar", frigörande "multipla intäktsströmmar" eller "integration med sociala 
medier", detta är faktorer som ofta används av online streaming-industrin för video och ljud, men ännu 
inte av podcast-industrin. Podcast som medie har egenskaper som leder till andra konkurrensregler. 
"Streaming-licenser" är konkurrensmässiga villkor för online streamingtjänster, men den öppna 
lättillgängligheten för podcasts sänker avsevärt vissa hinder. Studien föreslår därför att produktion av "det 
ursprungliga innehållet" och att erbjuda plattformsanvändarna en "personlig användarupplevelse" kan 
skapa ytterligare konkurrensfördelar som skiljer företaget från sina konkurrenter. Baserat på ovannämnda 
resultat, föreslår denna studie en fungerande lösning på en affärsmodell för en online streamingtjänst för 
podcasts, som fungerar som en flersidig plattform med en freemium modell. De viktigaste 
intäktsströmmarna skapas genom annonsförsäljning och kanalabonnemang. Sammanfattningsvis 
konstaterar denna studie att ett implementerande av de 21 framgångsfaktorerna kan leda en online-
streamingtjänst till en dominerande ställning på marknaden. De identifierade framgångsfaktorer kan till 
stor del tillämpas på en streamingtjänst för podcasts, men vissa variationer måste beaktas. 
Nyckelord: podcast, podcastindustri, online-streaming, business model canvas, VRIO-analys, 
framgångsfaktorer 
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1 Introduction 

Almost a decade ago, podcasts started out as niche interest and have been growing slowly but steadily 
since. Sometime between 2008 and 2010, the podcast scene seemed to fade away. The few stars like ‘This 
American Life’ or ‘Radiolab’ on the top of iTunes charts still reached thousands of listeners, but there was 
not much competition. The interest waned and consequently the download numbers fell. With the 
growing popularity of streaming services like Netflix, Spotify or YouTube, media consumers were moving 
on to the more attractive video- and audio-on-demand platforms as a new way of passing their time 
(Roose 2014). 
Out of a sudden in 2013, podcasts returned into the lives of many consumers. With new formats and 
high-quality content, there are as many podcasts on the market as never before (Roose 2014). The 
audience is jumping in and shifting their listening behavior from live radio to on-demand audio. 
According to Edison Research (2015), 27 million people are listening to podcasts weekly in the US, 
which is the highest number on record. The overall podcast consumption grew over 40 % within the last 
two years. Some podcast producers even call it the ‘the golden age’ of podcasting (Roose 2014). 
Since the podcast market is flourishing, existing audio platforms like iTunes, TuneIn and SoundCloud 
are facing fierce competition with new entrants joining to get a share of the market. The company ‘Acast’ 
is one of the newcomers in the industry that went off to a good start in April 2014 and has grown to a 
remarkably large podcast platform in Sweden and the UK with over 1 million weekly listeners. The 
innovation behind Acast is that the platform offers podcast creators a way to monetize their content by 
dynamically inserting ads and making use of transparent user metrics. So far, over 200 podcasters and 
media houses have joined the platform with the prospect of making money from podcasting. Acast’s 
approach is to offer a one-stop-shop for hosting, distribution and monetization while simultaneously 
enhancing the podcast experience for listeners by adding rich, supporting content in form of images, 
videos and links. With the advantage of having a pending patent on the platform technology, Acast is 
aiming to become a noticeable player striving for international growth. However, the company at hand is 
in need of a sustainable business model that will allow a global launch and lead to a dominant market 
position. Acast wants to learn from the success of other online streaming services to adjust its business 
model accordingly.  

1.1 Purpose 

Developing new business models is a critical task for media companies and media managers in the digital 
age. With the digitization of content and the emergence of technological innovations, the consumer 
behavior is fundamentally changing and eroding traditional revenue flows (PwC 2014). While traditional 
media industries are drying up on sources of income a rather forgotten format is being rediscovered: 
podcasts. However, the market is still immature and in development stage. This urges the need to find a 
scalable approach in an industry that shows steady growth rates with new listeners joining every month.  
This study will therefore investigate what makes an online streaming business successful and identify 
success factors that fit the characteristics of the podcast industry and the demands of the market. As this 
study seeks to generate new insights, the purpose of this degree project is of exploratory nature (Robson 
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2002: 59). The findings and conclusions are intended to increase the understanding of successful online 
streaming business models and to develop a foundation that will help Acast in the strategic decision-
making process. Due to the lack of reliable data, this original degree project will also show a distinct 
contribution to the research and knowledge base in this field. 

1.2 Research Question 

When formulating research questions, Clough and Nutbrown (2002: 34) suggest posing questions that 
are “just right for investigation at this time, by this researcher in this setting”. In order to find the ‘right’ 
research questions, the authors suggest a deductive process by further breaking down the questions from 
the original research idea into less complex and obscure questions. By applying this principle, three more 
detailed subquestions were generated from the overarching research problem: ‘finding a scalable business 
model for the podcast industry’.  
The central research question to be investigated is:  

What factors will make a 

podcast streaming service succeed in the industry? 

Embedded is a subset of three questions, which necessarily will be addressed: 

1. What are characteristics of successful online streaming businesses? 
2. Are the identified success factors applicable to the podcast industry? 
3. How could a successful business model for a podcast streaming service look like? 

While the main question sets the scope and the goal of the study, the three subquestions guide 
throughout the research process. The first question focuses on obtaining insights by analyzing best 
practices. Question two relates the gathered findings to the context of the study, which is the podcast 
industry, by conducting interviews with industry experts. Question three points to a possible solution to 
the formulated research problem based on the findings. 
Saunders, Lewis and Thornhill (2008: 33) draw attention to the extent of research questions. They note 
that questions with a large scope may demand significant funding or may consume too many resources, 
whereas very detailed questions will probably lead to insufficient results. The above stated research 
questions follow this approach and are formulated to be specific enough to produce sufficient results on 
the topic ‘developing a business model for the podcast industry’, but are also not too broadly defined to 
cause a need for additional resources or financial support. 
Eventually, the research questions are posed to meet the core principal of research projects, which is to 
generate new insights and contribute to knowledge in the area (Saunders, Lewis and Thornhill 2008: 33 
with Punch 2006: 69). 
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1.3 Research Objectives 

In the research community, objectives are widely accepted as a proof of the researcher’s pose and direction 
(Saunders, Lewis and Thornhill 2008: 34). Although the research objectives do not need to be set into 
stone, they are more likely to lead to a higher specificity (Saunders, Lewis and Thornhill 2008: 34). 
This project’s research objectives aim to analyze and evaluate different audio and video streaming services 
and as a result identify success factors, which will serve as an aid for start-ups or running streaming 
businesses to succeed in the industry. The success factors are developed following the analysis of six 
separate case studies that were strategically chosen based on the pre-defined success criteria.  
The final goal is to develop a sustainable business model for a podcast platform like Acast by evaluating 
the success factor applicability to the podcast industry. This will ultimately point out a direction for the 
firm to meet the challenges it faces in an immature but yet competitive market and to capitalize on 
listeners migrating to audio-on-demand consumption.  
The research objectives are defined as the following: 

1. Identify success factors of online streaming businesses. 
2. Evaluate the applicability of the success factors to the podcast industry. 
3. Develop a business model for a podcast streaming service. 

1.4 Current State of Research 

When searching for literature on the Internet, one can find a vast amount of articles or blog entries titled 
as ‘9 Successful Techniques for Making Money from Podcasting’ (Spark 2009) or ‘How to Grow Your 
Podcast Audience from 100’s to 1,000s’ (Lewis, Jackson and Ortega 2014). These published opinion 
pieces certainly do not claim any scientific evidence. Yet, the authors seek to advise companies or 
podcasters in launching a successful podcast business. Reducing the complexity of the endeavor to a few 
bullet points, such as “sell an iPhone app along with your podcast” or “build your brand to sell your 
services” (Spark 2009), underscores the need for a more comprehensive approach.  
An attempt to address this need is made by so-called hands-on guides. Mack and Ratcliffe (2007) 
published the ‘Podcasting Bible’, which is a 570 pages long guide targeted at upcoming podcasters on 
how to produce a podcast and grow it into a viable business (Mack and Ratcliffe 2007). Although the 
authors state to give a theoretical foundation, the paper characterizes as a practical guide. As neither 
theory was applied nor research conducted, the work can only be interpreted as a collection of 
fundamental podcast principles based on practical experiences. Under the same category falls the ‘Hands-
On Guide to Video Blogging and Podcasting’ by Lionel and Damien (2013). The main differences 
between these two works are that the latter introduces video streaming as a newer concept, but focuses 
overall more in improving the digital media communication in firms. Apart from the lack of a scientific 
approach, these guides still provide exhaustive information on topics such as podcast production, 
distribution models and forms of monetization, which can help aspiring podcasters take the first steps 
into the industry. 
In the research community, podcasts are merely examined to its impact as a learning tool for educational 
purposes, such as in Meredith (2013), Chandler (2008) or in the study collection of Facer and Abdous 
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(2010). A focus on commercial aspects of podcasting could only be found in the study of Ridåker, Yassin 
and Åslund (2006), which investigated the potential of international advertisements in podcasts. 
Broadening the view to online streaming, a few case studies were detected that covered the topics online 
streaming businesses and success factors. Artero (2010) presents a case study that analyzes the commercial 
models of the online streaming services YouTube and Hulu. The study is of descriptive nature and 
compares web traffic, revenues and major strategic decisions of the firms. However, the paper does not 
shed light on success factors or apply any theoretical models for the documentation or analysis. 
Gerogiannis, Maftei and Papageorgiou (2014) instead conducted an in-depth case study on the music 
streaming service Bandcamp. Five experts were interviewed by applying the fuzzy cognitive maps method, 
a soft computing tool to capture human knowledge (Gerogiannis, Maftei and Papageorgiou 2014: 1077). 
The research findings are comprised into a list of critical success factors of online music streaming, which 
are “free music streaming, the ability to purchase digital and physical format music, the lack of 
advertisements and the satisfaction of supporting one’ s favourite artists” (Gerogiannis, Maftei and 
Papageorgiou 2014: 1077). As the range of the case study was limited to just one case and the success 
factors were derived from the customer’s point of view, the work at hand shows a distinct approach to 
examine the business aspects of a podcast streaming service. 
In conclusion, the literature review showed that most scientific works lack in investigating podcasts from 
a business point of view. Works that focus on the economics of podcasting, however, lack in a scientific 
approach. Ergo, this thesis will contribute to the research base by examining commercial podcasting from 
a company’s perspective utilizing scientific methods. 

1.5 Scope and Delimitations 

The aim of this research project is not to analyze and evaluate neither the online streaming industry in 
general nor the podcast industry as a whole. The main focus lies on identifying successful businesses 
within these industries, analyzing their business models and deriving success factors that could be 
implemented in firms operating in the podcast industry, such as Acast. Thus, this project can only 
concentrate on a few case studies that were selected accordingly to the pre-defined success criteria, which 
will even so generate valuable knowledge, as there is a clear lack of available data on the topic.  
Furthermore, the arrangement of the study led to the application of two theoretical models: the business 
model canvas and the VRIO framework. The study is therefore limited to the constraints and properties 
of the models used, which set the base for the analysis and thus heavily affect the study’s outcome.  
Another significant delimitation of the study arises with the primary data collection. The expert 
interviews were based to a large extent on Acast employees. The small size of the sample and the specific 
socio-economical environment seemingly decrease the scope of the study and challenge the applicability 
of the results to other firms in the streaming industry.  
Lastly, this study builds upon data and knowledge gathered from the US market, where online streaming 
and podcasting is developed the most compared to other countries. The findings and results will reflect 
current challenges and possible implications for the US market and can therefore not be transferred to 
other markets, where different mechanisms are assumed to be involved. 
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2 Background 

The following chapters provide a foundation and give clear understanding on the topics of online 
streaming and podcasting as well as on the importance of business models. Each chapter is further divided 
down into subchapters that will shortly touch upon the history of the theme and, in the case of streaming 
and podcasting, describe the current state of the market and industry. 

2.1 Online Streaming 

The concept of ‘streaming’ has been around for many years. Even traditional television can be seen as 
streaming raw and unprocessed video and audio signals into the homes of viewers (Dixon 2013: 3). 
Television was then and is still commonly transmitted over a fixed bandwidth connection with a high 
quality of service (QoS) (Dixon 2013: 3). ‘Online streaming’ is a newer concept, which delivers digitally 
encoded media files over the Internet with a varying availability of bandwidth dependent on the prevailing 
network conditions (Austerberry 2004: 8). While traditional broadcasting provides a one-way channel 
only between the media source and the receiver, the great advantage of online streaming lies in its 
bidirectional connection that allows for interaction between the source and receiver (Austerberry 2004: 8). 
This advantage gave birth to the rise of streaming services that are challenging the business of traditional 
TV and radio broadcasting. The following chapters will provide a definition of online streaming and an 
overview of the market and industry. 

2.1.1 Definition 

Online streaming can be broadly divided into two categories: live streaming and on-demand streaming. 
The main difference is the time of access. On-demand streams provide end users with the ability to select 
and view content at their convenience and time preferences (O’Driscoll 2008: 11). With live1 streams, the 
media source determines the sending time and is only accessible within the duration of a session. Live 
streams are normally constant-bandwidth streams aiming to display up-to-date information, which 
requires encoding software to transform the live captured video/audio signals into streaming media files, 
which are then played back from the client with a slight delay (Austerberry 2004: 159).  
Online streaming can also be split up based on the media files delivered. For instance, on-demand 
streams that deliver only audio files are usually defined as audio-on-demand streams, such as the on-
demand delivery of video files is referred to as video-on-demand streaming. 
Another distinction should be made between the concepts of streaming and downloading. Downloading 
describes the process of receiving data to its full extend, which makes files only accessible when the 
download was completed and all data packets were received from the client (Hart 2009: 137). In contrast 

                                                        
1 Live streaming is often referred to as ‘real-time’ streaming. Whereas live streaming implies viewing an event as it 

happens, real-time streaming can also mean to deliver pre-recorded files in real-time. In the latter case, the 
server delivers file packets to the network at a rate that exactly matches the video playback speed (Austerberry 
2004: 9). 
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to that, online streaming makes it possible to use the data as it is received during the transmission process 
(Rayburn and Hoch 2005: 34).2  
In the regard to the previous explanations, ‘online streaming services’ can be defined as businesses that 
utilize the Internet as a channel and backbone to provide a constant stream of video and/or audio files 
that are delivered live or, when time-shifted, on-demand to consumers. 

2.1.2 Market Consumption 

As a consequence of the sudden explosion in digital and mobile device ownership, consumers use screens 
throughout the day and engage with media content for more than 60 hours every week (Nielsen 2014: 5). 
Whilst TV remains the leading medium, increases in time-shifted media consumption and streaming 
demonstrate that consumers are increasingly accessing video and audio content at their preferred time, 
place and device (Nielsen 2014: 5). 
Broadband research company Sandvine has been tracking bandwidth usage during primetime hours for 
the last years and can confirm the rapid rise of streaming in its 2014 report ‘Global Internet Phenomena: 
2h 2014’. Sandvine concludes: “Real-Time Entertainment (comprised of streaming video and audio) 
continues to be the largest traffic category on virtually every network” (Sandvien 2014: 2). Fig. 1 displays 
the downstream bytes of the dominant traffic categories during peak period for North America. Real-
Time Entertainment is responsible for over 67 % of the peak traffic. 

 
Fig. 1: Peak Period Downstream Traffic Composition (Sandvine 2014: 5) 

The dominance of Real-Time Entertainment in North America is largely due to the continued market 
leadership of ‘Netflix’ (Sandvine 2014: 2). According to Nielsen (2014), already 38 % of Americans 
subscribe or use the video on-demand service, of which 44 % preferably stream shows on their computer. 
DeepField (2014) gives further insight on how the market shares of the US peak Internet traffic are 
allocated. Fig. 2 demonstrates that Netflix’s video streams consumed 32 % of the overall US peak Internet 
traffic in February 2014, followed by Google (including ‘YouTube’) with 22 % and Apple with 4,3 %. 
                                                        
2 A more detailed description of streaming and further differentiations including progressive downloads, true 

streaming and adaptive streaming can be found in Elrom, Janousek and Joos (2009), Austerberry (2014), 
Rayburn and Hoch (2005) and Begen, Akbul and Baugher (2011). 
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Even though audio streaming consumes less bandwidth, the online radio service ‘Pandora’ was able to 
reach a remarkable share of 0,5 %.  

 
Fig. 2: Percentage of US peak Internet traffic produced by companies (DeepField 2014) 

The wide penetration of video streaming is a response to consumer demands. ComScore’s latest data set 
states that over 182 million US citizens – representing 85 % of the US Internet audience – watched 49 
billion online videos (ComScore 2014a). When segmented by age, younger generations (aged 18-34) tend 
to proactively seek out shows on the Internet for the purpose of saving money or seeing less ads, while 
older viewers (aged 55+) mostly consume online videos after they missed an episode on regular TV 
(ComScore 2014b). 
Also music consumption sees a continuous shift from models based on ownerships towards those based 
on access. More than a decade into the digital revolution, the consumer behavior is moving to an “instant, 
real-time, anytime-anywhere” type of access (IFPI 2015).  

 
Fig. 3: Market Shares of Music Streaming compared to Downloading (IFPI 2015) 

Music streaming advances to the preferred choice of listening to music, directly after traditional ‘over-the- 
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air’ AM/FM radio consumption (Statista 2015). As visually displayed in Fig. 3, music streaming services 
like Pandora or Spotify evidently overtake the downloading model in all major online music markets.  
While streaming will clearly play a vital role in the future of the music business, still an estimated 20 % of 
fixed-line Internet users regularly access filesharing services that offer copyright infringing music (IFPI 
2015). Website blocking by ISPs has seen effective results in tackling digital piracy and will presumably 
increase the use of licensed streaming services (IFPI 2015). At the same time, streaming music via mobile 
devices is getting highly popular and will further reduce the likelihood of pirating. Considering an 
estimated global smartphone penetration of 36 % in 2016 (IFPI 2014), mobile phones will undoubtedly 
accelerate the growth of audio streaming. 

2.1.3 Industry Overview 

Led by the instant availability of video and audio content on the Internet and driven by consumer 
demand, the creative industries undergo a gradual transition into the digital world. The success of the 
film and music industry, whose businesses are initially built around the protection of copyrights, will 
depend on the worldwide adoption of licensed streaming services (IFPI 2014). Although unlicensed 
services continue to engage in unfair competition, the variety of legal alternatives may outstrip illegal 
offerings in the long run. The following paragraphs will draft a short overview of the different streaming 
services existing in the industry. 
Owned services comprise all streaming services from major media outlets such as broadcasters. Most 
radio and television stations such as NBC, CBS or HBO offer live and on-demand content on their own 
streaming platforms. In most cases, consumers can log on to the websites and watch/listen to free content 
or subscribe in order to gain access to the back catalogue or exclusive content. 
Licensed services are for the greater part platforms that aggregate content from third-party providers and 
offer a bundled product to reduce the pain for consumers to switch between platforms. Alone the record 
industry has licensed more than 400 digital music services worldwide, creating a $US 6.9 billion digital 
business (IFPI 2015: 33). The preferred platforms used for audio streaming include the radio services 
Pandora (45%), ‘iHeartRadio’ (17 %) and ‘iTunes Radio’ (16 %) as well as the music streamer ‘Spotify’ (13 
%), according to Edison Research (2015). The most popular video streaming services, as laid down in a 
survey3 by Nielsen (2013), are Netflix (38 %), ‘Hulu’ (18 %) and ‘Amazon Prime Instant Video’ (13 %). 
Community-driven platforms are built upon the participation of consumers and actively facilitate the 
creation of user-generated content (UGC). YouTube and SoundCloud are preferred services and a 
popular way to discover new videos and music for many users. 
Unlicensed services like ‘Popcorn Time’ or ‘kinox.to’ let consumers stream from a vast selection of pirated 
films or music directly from the web browser (Sterbenz 2015). Although several efforts have been made to 
take these services down, their practices are not unlawful. By avoiding hosting content and instead 
providing links to streamed content, unlicensed services bypass copyright infringement laws (Sterbenz 
2015). 
                                                        
3 “Survey-based data from the Nielsen Online Panel conducted as part of the Nielsen Over-the-Top Video Analysis. 

The survey was conducted in July 2013 with a sample of over 2000 consumers, including 1,000 Netflix users and 
600 Hulu users” Nielsen (2013). 
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2.1.4 Forms of monetization 

The three prominent ways for streaming businesses to generate revenues are advertising sales, paying 
subscribers or the combination of both. 
In many industries, advertising is a well-established revenue source that enables free offers (Osterwalder 
and Pigneur 2010: 92). Online platforms operating on advertising sales fall into the category of ‘multi-
sided platforms’. Multi-sided platform have the characteristics that “one side of the platform is designed 
to attract users with free content, product, or services” while the other “side of the platform generates 
revenue by selling space to advertisers” (Osterwalder and Pigneur 2010: 92). Streaming services like 
YouTube, Spotify or Pandora can be described as multi-sided platforms as they heavily rely on advertising 
revenues. 
Subscriptions define a revenue model that generates direct and recurring income from paying users and 
are therefore especially valuable for streaming businesses. In many cases, users can choose among various 
pricing plans and have to pay a monthly or annual fee to unlock additional features. Netflix, for instance, 
is a video streaming service that exclusively lives off from paid subscriptions. Such offers are often referred 
to as ‘premium’ or ‘premium accounts’, because they bundle (access to) complementary products that are 
sold at a price lower than their combined price (Business Dictionary 2015). 
However, the most common revenue model among streaming businesses includes both of the above-
mentioned revenue sources and is called freemium. The term ‘freemium’ is a portmanteau of the two 
words ‘free’ and ‘premium’ and was coined by Jarid Lukin (Osterwalder and Pigneur 2010: 78). For 
streaming services it means that the basic version of the service with limited functionality is offered for 
free, financed by advertising sales, whereas additional value and ad-free access can only be unlocked by 
premium users who choose to pay a recurring fee (Osterwalder and Pigneur 2010: 78). 
So far, streaming businesses have provided the creative industries with sufficient cash to recoup from the 
losses caused by filesharing and dwindling physical sales. In 2014, the music industry was able to derive 
the same proportion of revenues from digital channels (46 %) as from physical sales (46 %) (IFPI 2015). 
Digital revenues increased by 6,9 % to $6.85 billion. Music streaming services with a subscription model 
were the major driver of growth with revenues rising by 38 % to $1.57 billion. Alone in 2014, the number 
of subscriptions grew by 46 % to 41 million (16 %) worldwide (IFPI 2015). Although most users (35 %) 
choose a free service, ad-supported music streaming makes up only 8 % of the total digital revenues with 
an increase of 38 % over the last year. 
The foregoing chapters draw a picture of an industry that is on the rise and that will lead the transition of 
traditional media distribution to the digital age. Firms eventually realize that they cannot longer ignore 
shifting consumer demands and early adopters start to reap the benefits of the new revenue streams. This 
new generation of streaming firms “is not burned by the legacies that inhibit the publishing incumbents” 
(Tapscott and Williams 2006). Controlling the quantity and destiny of bits is not as important anymore if 
firms can provide compelling platforms where users can easily access content and build communities 
around the service (Tapscott and Williams 2006). Offering content for free is “just the lure on which they 
layer revenue from advertising and premium services” (Tapscott and Williams 2006).  
With the invent of online streaming, a rather unrecognized medium is in the ascendant: podcasting. The 
ongoing chapter will therefore give a short introduction into the topic of podcasting. 
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2.2 Podcasting 

Per definition, podcasts are digital audio files that are “made available on the Internet for downloading to 
a computer or portable media player, typically available as a series, new installments of which can be 
received by subscribers automatically” (Oxford Dictionaries 2015). The term ‘Podcasting’ itself is a 
portmanteau of the two terms ‘iPod’ and ‘broadcasting’ (Oxford Dictionaries 2015) that was first coined 
by Guardian columnist Ben Hammersley (Oxford Dictionaries 2015 and Pot 2013). In 2004, 
Hammersley wrote a piece about the new era of amateur radio, and wondered how the medium should be 
called considering ‘Audioblogging’ and ‘GuerillaMedia’ as possible alternatives that did not make the cut 
(Hammersley 2004).  
The next chapters will give a quick recap on the evolution of podcasting, describe market trends and draw 
a picture of a highly fragmented industry that is expected to undergo consolidation within the next few 
years. 

2.2.1 Evolution of the Podcast Format 

The end of the year 2014 marked a “milestone moment” for podcasting (Vogt 2015). With the release of 
‘Serial’, a podcast that reinvestigated a 1999 high school murder, the format reached a new peak in its 
popularity (Vogt 2015). The whodunit became the fastest podcast of all time that hit over five million 
streams or downloads on iTunes and clearly contributed to the rebirth of the podcast medium 
(Gamerman 2014). Since then, podcasts has been widely discussed in media and the format has been 
adopted by broadcasters and creators around the world. 
Fig. 4 gives a better understanding of the podcast evolution by depicting the Google Web Search Trends 
for the term ‘podcast’ over the last ten years. The timeline shows the impact of Serial, indicated by a peak 
in the term’s search popularity at the end of 2014, and goes back to its first occurrence in 2004, which 
approx. marks the origin of podcasts. 

 
Fig. 4: Google Web Search Trends for the term ‘podcast’ (Google Trends 2015)4 

The momentum of podcasting was largely driven by the two Internet pioneers Dave Winer and Adam 
Curry who were discussing how technologies could automatically harvest, sync and deliver content from 
web pages to portable devices (Berry 2006: 145). Winer then created in September 2003 the first podcast 
                                                        
4 The graph depicts the search interest over time with numbers being relative to the highest point on the chart 

(Google Trends 2015). 
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based on RSS (Rich Site Summary), an open source web syndication format, that compiled various 
interviews of former NPR host Christopher Lydon (Pot 2013). One month later, Adam Curry released 
an AppleScript that automated the process of delivering downloaded MP3 files to an iPod using iTunes 
and RSS (Pot 2013). The great benefit of the RSS format is that users who subscribe to a RSS feed will 
receive the latest podcast episode as soon as it gets released. With the increasing usage of portable MP3 
players, online radio started to boom and accelerated the emergence of podcasts (Hammersley 2004). 
But also the open approach of podcasting, allowing everyone to create and download a podcast without 
the need of licenses, has made the medium rapidly adopted and popular in the first place. Berry (2006: 
146) highlights the ‘horizontal’ media approach of podcasting, where “producers are consumers and 
consumers become producers and engage in conversations with each other” lowering the hierarchies 
compared to the traditional way of content production. Over the years, podcasts have been produced by 
amateurs, broadcasters, governments, public organizations or brands and come in different formats such 
as video podcasts, textcasts or audiobook podcasts. 
The rapid growth and wide reception of podcasts seemed to stagger between the years 2008 to 2012, 
which almost buried the format in oblivion before its recent resurgence. Online streaming services such as 
YouTube, Spotify and Netflix had dominated the consumption and traffic on the Internet (Roose 2014). 
Although the course of events dampened the popularity of podcasts, it also had positive effects for the 
medium. The shift in consumer behavior to on-demand content coupled with the increasing adoption of 
Internet-connected mobile devices paved the way for podcasts to become pervasively accessible. 
The big breakthrough was clearly led by professional productions that challenged the regular broadcast 
talk radio. The restrictions of traditional radio to its live scheduling and static programming, revealed the 
strengths of the podcast format. Podcasting fills in a huge existing gap for new, exciting and dynamic 
programming from a variety of voices. With its instant accessibility and niche focus, which allows hosts to 
specialize on certain topics, podcasts expanded to a medium that learned to embrace the long tail of 
content. With shows that appeal to segmented audiences, not reach but loyalty seems to become key to 
success. In addition to its dynamic and niche character, the economics of podcasting are compelling. An 
average podcast costs far less than a TV or radio show but can reach higher advertising rates, if 
monetized. Whereas a typical radio CPM5 (cost per mille) is estimated by roughly $1 to $18, famous 
podcasts can reach a CPM of $20 to $45, turning into a lucrative format for creators (Roose 2014). 
In conclusion, it is noticeable that over the course of ten years, podcasts evolved from an amateurish, open 
format to an advanced medium with high-end productions and monetization possibilities, which gained 
the interest of many online businesses. 

2.2.2 Market Consumption 

Reliable data about podcast consumption or the size of the industry are rare. The reason for that goes 
back to the file format RSS that has limited reporting capability. Given the fact that listeners are using 
different clients that automatically download podcasts once subscribed, it is possible that many downloads 
stay unheard on the user’s hard drive (Berry 2006: 146). This means that no data exists that indicates how 

                                                        
5 CPM, or cost per mille, is used in advertising to measure the cost of reaching one thousand impressions. 
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many of the downloaded podcasts were actually listened to. Beyond the challenges in monitoring listening 
behavior, some studies still give guidance in understanding listening patterns and are presented hereafter. 
According to the ‘Share of Ear’ report (Edison Research 2014), the podcast consumption increased 
dramatically over the last year. Fig. 5 represents the percentage of the total audio time spent of Americans 
who listen to podcasts.  

 
Fig. 5: Share of Time Spent Listening to Audio Sources (Edison Research 2014)6 

The striking result is that podcast listeners are dedicating more of their listening time to podcasts than to 
any other form of audio. Whereas the same study conducted in spring showed that podcasts were closing 
up to AM/FM, radio listening now fell behind on the third rank. At the same time, the total share of 
podcast listening amongst all Americans increased by 18 % compared to the spring study. Based on these 
findings, one can pose the hypothesis that whoever starts listening to podcasts will most likely invest more 
time on the medium than on other audio sources. 

 
Fig. 6: Monthly Podcast Listeners in the US (Edison Research 2015) 

More recent numbers on the listenership are presented in the ‘Infinite Dial 2015’7 report that was also 
carried out by Edison Research (2015). Fig. 6 shows the percentage of the US population that has listened 

                                                        
6 Podcast listeners are defined as those who reported listening to a podcast in the last 24 hours. The sample (N=177) 

is based on 2.021 Americans ages 13+ who completed a 24-hour audio listening diary (Edison Research 2014). 
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to a podcast within the past month over the course of seven years. Since 2008, the percentage of listeners 
nearly doubled from 9% to 17 % by 2015. As of now, approx. 46 million Americans are listening to 
podcasts every month, at least a third have ever listened to a podcast. 
The 27 million (10 %) that are listening on a weekly basis tend to consume three (23 %) or two (22 %) 
different podcasts only. These figures support the assumption that the regular podcast listener is fairly 
loyal and sticks to his/her two to three favorite shows once discovered. It is also notable to point out that 
podcast listeners represent an attractive target group for advertisers. The majority own a college degree 
and raise an income higher than 100k per annum. In the meantime, online advertising on the mobile 
climbed a 78 % compared to the previous year (Fig. 7), while digital advertising as a whole record a steady 
growth (eMarketer cited in Pew Research 2015).  

 

Fig. 7: Mobile Ad Revenue in the US (eMarketer cited in Pew Research 2015) 

As the shift in consumer preferences towards portable devices is increasing, mobile ad revenue is 
becoming significantly important for advertisers. Smartphone ownership in the US has risen to 71 % with 
the leading segment aged between 12 and 54 years. Also podcast listening happens increasingly on 
Internet-connected mobile devices. 55 % of listeners choose a smartphone, tablet or portable audio player 
over a computer (42%) to consume podcasts. Of the 2.6 billion podcasts that were downloaded from 
‘Libsyn’, which is one of the largest commercial podcast-hosting sites, 63 % went straight to mobile 
devices (Edge 2015). 
On the grounds of the reported findings and promising figures, podcasts are booming and on the way to 
becoming a mainstream phenomenon. With the great potential that lies in podcasts, many businesses and 
creators got attracted and try to capitalize on the medium. The next chapter will therefore draft an 
overview of the current industry and introduce the different parties involved that drive the industry. 

2.2.3 Industry Overview  

Considering the quite recent emergence of podcasting, the industry is still highly fragmented and will 
presumably experience a consolidation in the ongoing years. For those players that can leverage economies 
                                                                                                                                                                                   
7 The survey was conducted in January/February 2015 as a national telephone survey of 2.002 Americans aged 12 

and older, using random digit dialing techniques (Edison Research 2015). 
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of scale to profitably grow their market share, it is certainly an attractive business opportunity at the 
moment. In order to understand the mechanisms that underpin the industry it is necessary to examine the 
four major parties involved more closely. 
Content creators are the key drivers of the industry as they produce and publish the variety of different 
podcast shows that are consumed by thousands of listeners every day. Creators can be distinguished 
between independent podcasters and broadcasters. Independent podcasters range from amateurs, to 
former radio hosts or self-claimed professionals that are knowledgeable in a certain field and use podcasts 
as a means to share insights. One of the most popular independent podcasts is probably ‘The Tim Ferris 
Show’ by Tim Ferris that focuses on learning from world-class performers and ranks as the number one 
business podcast on iTunes (Ferriss 2015 and iTunes Charts 2015). Broadcasters are the biggest producer 
of podcasts, which are commonly media companies such as publishing houses or commercial and public 
radio stations. On the forefront are stations like NPR, WNYC and CBS that produce high-quality 
formats (Greenfield 2014). 
Hosting services are among the first businesses born in the ecosystem. Hosting firms offer independent 
podcasters server capacity to host their shows and create RSS feeds, which is the source for a download or 
stream. Libsyn and SoundCloud are frequently used services that focus on hosting podcasts and providing 
download statistics to creators. Most broadcasters use their own servers, but also upload shows on hosting 
services like SoundCloud if they have an interface where listeners can play shows. 
Distribution platforms (aggregators) comprise all businesses that deliver podcasts to the listener through 
a user interface. The most prominent platform with over one billion subscribers is iTunes (Friedman 
2013), which was also the first client that introduced a podcast feature (Pot 2013). Since RSS feeds are 
publicly accessibly, many podcast aggregators like ‘Stitcher’ or ‘TuneIn’ are on the rise. By pulling in 
famous podcasts and stations, aggregators just focus on simplifying the listening experience (Kersey 
2012). 
Advertising networks provide podcasters with tools and guidance to monetize their content. ‘Midroll’, 
‘Triton’ or partly ‘Feedburner’ specialize on selling advertising spots or sponsorships to media buying 
companies, which are then inserted into podcasts (Greenfield 2014). Because advertising revenue is 
becoming a profitable source of income for podcasters, ad networks play an important role for podcasting 
in the future. 
Although this industry breakdown may represent the current status, the boundaries are gradually blurring 
as some platform and hosting services diversify their offerings and e.g. start serving ads like ‘Panoply’.  

2.2.4 Forms of Monetization 

Monetizing easily accessible digital goods is fraught with problems as the proceedings in the music or 
film industry prove. Similar difficulties apply to podcasts that are published via RSS-Feeds and are 
therefore publicly available.  
A critical amount of content creators rely on donations (Mack and Ratcliffe 2007: 434). Common 
strategies are setting up a PayPal account, where listeners can easily transfer a sum of choice, or starting a 
crowdfunding campaign, which involves backers that can pledge money in exchange for rewards. The 
power of crowdfunding is striking as the example of the famous video gaming podcast ‘Penny Arcade’ 
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demonstrates. The campaign was launched on the largest funding platform ‘Kickstarter’ and got backed 
by 9.069 supporters who raised $528.144 in funds within 36 days (Kickstarter 2012). But not only 
independent podcasters leverage the act of giving, also major public radio broadcasters launch fundraisers 
to make ends meet.  
Another central part in generating income plays advertising. The great advantage podcasts have over 
traditional media sources is that listeners display a higher degree of attention span and in most cases listen 
through the whole episode without any interruption (Mack and Ratcliffe 2007: 429). More traditional 
ads, similar to radio spots, are recognizably different from the show and are often inserted at the 
beginning or the end of a program (Mack and Ratcliffe 2007: 408). The ad network Midroll supports 
some of the most famous independent podcasters and has a few shows that sell with a CPM of $100, 
which is, compared to an average radio spot with a $5 CPM, a premium product (Baer 2015). Although 
ad spots are used by independent podcasters, they are more popular in shows of commercial broadcasters. 
When podcasts are played in a mobile application of a certain station or a podcaster, ads often come in 
form of banners. However, generally speaking, advertisers are still reluctant in buying podcast spots as 
long as the metrics are not sufficient to provide accurate data about listens and users. 
By far, the most common revenue source for podcasters are sponsorships for a certain product or service. 
Sponsorships are often tied to content and are therefore much less interruptive (Mack and Ratcliffe 2007: 
429-431). Advertisers especially benefit from the personal touch of sponsorships “by borrowing part of 
the podcaster’s personal connection with the listener” (Mack and Ratcliffe 2007: 408). Given the fact that 
content creators stand in a unique position between the advertising brand and the listenership, podcasters 
can make use of their reputation to endorse a particular brand or service. 
Alternative business models include selling podcast episodes as audiobooks on publishing platforms like 
‘Audible’ or Libsyn, or venture into merchandising and sell branded t-shirts or coffee cups (Mack and 
Ratcliffe 2007).  
The scarcely limited monetization options for podcasters imply the necessity for a better solution that will 
generate sustaining revenues and add value. The recent developments provide a great opportunity for a 
player that offers a one-stop-shop solution taking podcasting to the next level. The Swedish born startup 
Acast makes a serious attempt in that by connecting listeners, creators and advertisers in a rich and 
interactive experience. So far, Acast is the only platform that combines hosting, distribution, listening and 
dynamic ad insertion in one place. The challenge for young firms like Acast lies in finding the right 
business model to convince the market that their services are mature and can be deployed on a large scale. 
The next chapter will therefore give a short introduction into business models and the importance of a 
constant innovation process. 

2.3 Business Models 

The concept of business models experienced growing recognition in the past years and their importance 
for a firm’s success is well documented in literature. Until 2000, the term ‘business model’ was largely 
devoted to describe Internet-based businesses (Mason and Spring 2011: 1032). The notion of business 
models was used to explain how new types of businesses like e-marketplaces, aggregators or content 
providers would generate revenue on the basis of a collaboration between network actors (Timmers 1999: 
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63). Since then, the idea behind business models has evolved and became widely applied on the firm level 
(Mason and Spring 2011: 1032). The concept itself, however, is still nebulous with a broad range of 
frameworks existing that try to unravel the complexities of business models.  
The following chapters will provide a foundation to better understand the concept of business models and 
will answer the question why business model development is increasingly recognized as the driver of 
success and business growth. 

2.3.1 Concepts 

The vast majority of research understands business models as objective representations of the reality of a 
firm and its markets (Mason and Spring 2011: 1033). Although various approaches emphasize on 
different aspects they all mention the ability of business models in creating value for a firm. The following 
list will give an overview of the most influential approaches: 

• For Linder and Cantrell (2000) a business model is an explanation of how a profit-oriented 
enterprise “makes money”. With that, the authors reduce the organization’s core logic for creating 
value to generate profit.  

• Magretta (2002) refers to business models as “stories that explain how enterprises work”. While 
this idea is very broad and imprecise, Magretta further highlights that business models give 
answers to the questions of how value is provided to the client and how value is captured in the 
process of serving customers.  

• Shafer, Smith and Linder (2005) introduce a concept that defines business models as “strategic 
choices” made by executives. According to the authors, a firm’s business model “is never complete 
as the process of making strategic choices and testing business models should be ongoing and 
iterative” (Shafer, Smith and Linder 2005: 207). 

• Morris, Schindehutte and Allen (2005) see an opportunity in business models to achieve 
sustainable competitive advantages. The authors define a business model as a “concise 
representation of how an interrelated set of decision variables in the areas of venture strategy, 
architecture and economics are addressed to create sustainable competitive advantage in defined 
markets” (Morris, Schindehutte and Allen 2005: 727). 

• Osterwalder and Pigneur (2010) design the business model canvas, a strategic management tool 
built around nine interrelated building blocks that describe how a firm “creates, captures and 
delivers value”. 

• Mason and Spring (2011) criticize the current literature and its limited view of business models 
to the firm’s level. The authors include the notion of business networks and define three 
cornerstones of business models: ‘technology’, ‘market offering’, and ‘network architecture’. 

In conclusion, the presented research shows two main interpretations: business models as the logic of how 
a firm operates or as the link between strategy, processes and technology. As the first interpretation 
includes all of the three components in the description, it is the chosen theoretical framework of this 
thesis. The strong focus on technology has been perceived as less valuable than the interconnectedness of 
several business elements as outlined in the next chapter. 
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2.3.2 Importance of Business Model Development 

The success of companies like ‘eBay’, ‘Amazon’ or ‘Google’ is often attributed to the way they utilize new 
technologies rather than their ability in creating new business models (Weill et al. 2005). However, those 
companies that are able to develop new models “can drive important changes in their industries and 
rewrite the rules of competition” (Tapscott and Williams 2006: 269).  
As Chesbrough (2007: 12) states: “Business models matter. A better business model often will beat a 
better idea or technology.” In the paper “Business model innovation: it’s not just about technology 
anymore”, Chesbrough (2007) addresses the issue when innovation is associated with new technologies. 
The author points out that shortening product life cycles and early commoditization of products indicate 
that ‘great technologies’ alone cannot earn a satisfactory profit anymore. Instead, firms should focus on a 
constant process of innovating business models to remain profitable and unchallengeable as “no great 
business model lasts forever” (Chesbrough 2007: 15). This process of innovation can also be defined as 
‘business model development’. Bob Higgins, venture capitalist with over 20 years of experience in the 
industry, shares Chesbrough’s point of view. Higgins, who has seen the success and failure of many 
ventures, sums up the importance of business model innovation as follows: “I think historically where we 
[venture capitalists] fail is when we back technology. Where we succeed is when we back new business 
models” (Higgins cited in Johnson, Christensen and Kagermann 2008). 
Over the past decades, the concept of strategy emerged as a primary building block of competitiveness 
and replaced the strong focus of firms on technological innovations (Casadesus-Masanell and Ricart 
(2011). Recent literature argues, however, that a successful strategy alone will not be sufficient enough to 
remain competitive. Casadesus-Masanell and Ricart (2011) assent the importance of strategy, but state 
that ‘in the future, the quest for sustainable advantage may well begin with the business model.” In the 
opinion of the authors, a winning business model is one that has the ability to sustain its effectiveness 
over time and fend off rivals (Casadesus-Masanell and Ricart 2011). 
Since the importance of business models as a driver of success is undoubtedly proven, the question 
remains when development processes need to be undertaken. Johnson et al. (2008: 57) note that business 
model innovation is highly depending on timing aspects. The authors observed five strategic 
circumstances that could trigger business model change: (1) the opportunity to attract a large group of 
potential customers who are not served yet by existing solutions, also referred to as ‘disruptive innovation’; 
(2) the opportunity to capitalize on a new technology by building a business model around it; (3) the 
opportunity to achieve a ‘job-to-be-done’ that did not exist yet; (4) the need to defend against low-end 
disrupters and (5) the need to respond to a shifting basis of competition. When comparing this set of 
criteria to the current state of the podcasting industry, it is noticeable that great opportunities for business 
model innovation exist. As the market and industry data showed, a large group of podcast listeners are 
currently not served by an existing solution that matches their consumer needs and demands to discover 
podcasts in an optimal way. In addition, podcast creators have only limited options to monetize their 
content, what urges the need to find a solution that would ‘get the job done’.  
All in all, the theoretical background provided adequate evidence to support the significance of the 
problem. Based on these grounds, research was undertaken in order to develop and propose a scalable 
business model approach for a podcast streaming service. Chapter 3 will now introduce the underlying 
research methodology. 
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3 Methodology 

Methodology refers to the theory and processes of how the research is undertaken (Saunders, Lewis and 
Thornhill 2008: 3). The following chapters will describe the research design of the study and explain the 
methods and procedures used, which led to the findings. The chapters will also provide arguments and a 
foundation why certain models or cases were chosen. Lastly, attention will be drawn on the limitations of 
the study. 

3.1 Research Design 

The study is rooted in business research and seeks to combine a pragmatic management approach while 
utilizing practices, theories and models used in an academic setting. The benefit of business research lies 
in its trans-disciplinary nature using knowledge from different disciplines that will generate new insights 
that cannot be obtained separately (Saunders, Lewis and Thornhill 2008: 6). Business research further 
aims to develop ideas and relate them to practice (Saunders, Lewis and Thornhill 2008: 6). Thus, this 
study is designed to understand a real-world problem and propose a scalable and widely applicable 
solution for firms in the podcast industry. Greener (2008: 6) further emphasizes the importance of 
wearing two hats during the research process, which means to shed light on a problem from an academic 
point of view and from the view of a manager or practitioner. 
The research approach is based upon qualitative methodology, ultimately utilizing triangulation, by 
conducting a comparative case study of six online streaming businesses and qualifying the findings with 
data gathered from six semi-structured expert interviews. Triangulation means applying different data 
collection techniques, which can help to get a clearer picture of the research problem and to make more 
adequate explanations. Saunders, Lewis and Thornhill (2008: 146) emphasize on leveraging triangulation 
to increase the overall credibility and validity of the study. Also Robson (2002: 178) suggests the use of 
“multiple sources of evidence” especially in case study research design.  
Comparative case studies are widely used in business research and were seen as an optimal data collection 
technique for this scientific project (Saunders, Lewis and Thornhill 2008). According to Robson, a case 
study “involves an empirical investigation of a particular contemporary phenomenon within its real life 
context” (Robson 2002: 178). The benefits of case study research are the ability to conduct a detailed 
examination of a complex problem related in contextual conditions and to gain a rich understanding of 
the examined context and the processes being enacted (Morris and Wood 1991), which both are exploited 
in this study.  
However, generalization from just a single case study needs strong justification for the choice and can be 
critiqued as being too specific (Yin 2003). The rationale behind using multiple cases for this study comes 
with the urge to investigate if findings from one case also occur in other cases and then to consequently 
attempt a generalization from the findings, which can ultimately lead to the development of success 
factors (Yin 2003). 
The success criteria and success factors are developed within the framework of the case study design by 
using the inductive approach, in which primary and secondary literature sources are analyzed to develop 
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patterns and theories from the data collected (Greener 2008: 16). In order to ensure standardization for 
the benchmarking process, which is a key requirement for making cases comparable (Saunders, Lewis and 
Thornhill 2008), the business model canvas by Osterwalder and Pigneur 2010 is used as a tool to 
document and analyze the different business models. The success factors of each online streaming firm 
are then extracted with the help of the VRIO framework. Barney (2002) introduced the VRIO 
framework as an analysis technique to evaluate the competitive potential of a company and by that its 
long-term business success. 
A second data collection method is seen as crucial for this study to further evaluate the success factor 
applicability to the podcast industry, as by the time of the study no existing data sets were available. 
Subsequently, the deductive method is utilized based on primary research (Greener 2008: 16) by 
conducting six semi-structured interviews with experts of the industry. An interview is a research method 
designed for the purpose of generating and improving knowledge grounded on detailed insights (Wengraf 
2001: 3), which is the main goal of this study. Although a structured interview approach was considered 
to ensure standardization (Saunders, Lewis and Thornhill 2008: 320), a semi-structured interview style 
was proven as more reasonable for this study. By conducting the interviews in a semi-structure nature, the 
researcher is able to discuss identified themes of success while at the same time allow the emergence of 
new factors developed by the interviewees that were not encountered during the research before 
(Saunders, Lewis and Thornhill 2008: 320). 
Based on the gathered qualitative data from the comparative case study and the semi-structured 
interviews, a sustainable business model solution is proposed building on top of the identified success 
factors for the podcast industry. 

3.2 Case Sampling and Success Criteria 

The case sampling for the comparative case study followed the non-probability technique through 
purposive selection procedures (Gerring 2007: 88). Random sampling is seen as an inappropriate selection 
method in case study research, as it focuses mainly on generating representative results instead of 
informative findings (Gerring 2007: 88). Therefore, the cases were chosen based on the non-random 
case-selection strategies ‘diverse’ and ‘extreme’ (Gerring 2007: 88). Pursuing a combination of diversity 
and extremity allowed to include several cases, which provided a full range of variation while the decision 
on each case was made according to ‘extreme values’ (Gerring 2007: 89) for the defined success criteria.  
Before the underlying success criteria will be introduced for the case sampling, it is important to first 
distinguish the concepts of ‘success criteria’ and ‘success factors’. Success criteria describe quantified key 
performance indicators (KPIs8) determining ‘if’ a company is successful, whilst success factors define ‘why’ 
a company is successful (Parmenter 2007). Consequently, the case sampling guides through the process of 
identifying if a company is successful, whereas the analysis of the business models tries to identify factors 
why a selected case company is successful. 

                                                        
8 Parmenter (2007) defines KPIs as “a set of measures focusing on those aspects of organizational performance that 

are most critical for the current and future success of the organization.“ Following this logic, KPIs can be 
referred to as success criteria of businesses. 
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Common business metrics for determining organizational success are e.g. profit margin, return on capital, 
share value, or revenue growth rates (Parmenter 2010). However, this study had to refrain from applying 
such KPIs due to the lack of access to these confidentially held data sets. Usually, these business metrics 
can be found in financial statements if the company is listed on the stock market and therefore obliged to 
publish reports. As this is not always the case, the study refused to radically limit the sampling pool to just 
public companies, which would have in fact excluded some of the selected cases. 
Lionel and Stolarz (2013: 66) propose a different approach and argue that a company’s success can be 
measured in a variety of ways, which are not always financial. The authors suggest that in the context of 
streaming media businesses, success can be largely calculated based on the viewership or listenership 
(Lionel and Stolarz 2013: 66). Also Mauboussin (2012) refers in his work ‘The True Measures of Success’ 
to a problematic relationship between popular financial measures and value creation. After reviewing 
different studies, Mauboussin (2012: 7) comes to the conclusion that “companies that link nonfinancial 
measures and value creation stand a better chance of improving results.” 
Following this approach, six nonfinancial measurements were developed in order to ensure an objective 
sampling procedure and reduce selection bias (Cortes et al. 2008: 38). Some KPIs that were considered 
for this study had to be rejected because of their incompatibility for making comparisons. Such were the 
amount of web traffic and the number of downloaded apps. One reason was that many businesses offer 
their streaming service via different channels, e.g. like Spotify. A KPI based on the Alexa web traffic site 
ranking would neglect significant data streams from other channels, e.g. from smartphone apps, game 
consoles or set-top boxes. Another problem with mobile apps arise, as their popularity and usage are 
largely dependent on the offered content. While Spotify users might prefer listening to music on the go 
(Zhang et al. 2013) resulting in a high number of app downloads, Netflix presumably measures a low 
smartphone usage, as watching series might rather be enjoyed on a computer or television screen than on 
a smaller smartphone display (ComScore 2014b: 7). 
Taking all the above-mentioned considerations into account, the following seven success criteria were 
developed: 
The number of monthly active users (MAU) defines if a loyal user base actively uses a service. The higher 
the number of active users, the more likely a company is successful in engaging users (Fields 2013: 57). 
The number of subscriptions determines the amount of users that are willing to pay for a service. The 
higher this number, the more likely a service is attractive, which leads to recurring revenues generated for 
the company (Elaguizy 2014). 
The ratio of active users and paid users shows how good a service is at converting non-paying users to 
paying users. The number is calculated by dividing the number of paid (converted) users with the total 
number of free and paid users. The higher the ratio, the more reliable a company is to generate recurring 
revenue streams (Fields 2013: 59). 
The size of content inventory defines the scope of the offer. Although quantity generally does not 
overvote quality, a significantly large and diverse content inventory might be important to attract a large 
number of users (Anderson 2008). 
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The viewing time defines how many hours per month a user spends to watch the offered content. This 
KPI was exclusively developed to compare the video streaming sample, as it was a commonly published 
success measurement. The higher the viewing time, the more possibilities for content monetization arise. 
The number of countries in which the service is available is an indicator for the scalability of a business. 
In general, a business is seen as more successful if it can expand its operations also to other countries 
(Chesbrough 2007: 17). 
The (estimated) company valuation is the only financial metric in this study and used merely as a 
reference mark. The company valuation is a financial indicator defining the overall worth of a firm and 
therefore qualifies as a valid indicator of a firm’s success (Meitner 2006: 1). 
Although this list of success criteria is non-exhaustive, it is considered as being sufficient to provide a 
clear rationale for the case selection. 

3.3 Case Selection 

The sampling pool for the case study research consists of twelve audio streaming services and six video 
streaming businesses. In order to ensure relevance to the research, the samples were pre-selected based on 
the requirement that the services had a monetization model in place, such as a subscription model, an ad-
supported business, or a freemium model. Effort was made to collect business intelligence from primary 
and secondary sources to analyze every sample according to the defined success criteria. Primary sources 
were such as financial reports, statements, press releases or blog posts of the firms. Secondary sources that 
were considered were mainly articles, interviews, and scholarly journals. While reviewing the different 
sources it was of high priority that the collected data sets were as current as possible and published no 
later than two years ago. The majority of the gathered information is dated from the year 2014 to ensure 
comparability. If a source was used with a different release date it is mentioned as such in the tables. 
The following tables show that not a single case was able to reach high KPIs throughout all set success 
criteria. This is the reason why the cases were chosen based on the case-selection strategies ‘extreme’ and 
‘diverse’. Every selected case achieved an outstanding performance on at least one of the defined KPIs. By 
including multiple cases, the researcher ensured that a range of variation exists. 
Tab. 19 shows the examined sample of audio streaming services, whilst Tab. 210 depicts the sample of video 
streaming business. Outstanding performances on the defined success criteria are highlighted with bold 
letters or numbers in the columns. 

                                                        
9 The data sets for this table were extracted from various primary and secondary sources, which are mentioned in the 

following. Spotify: Spotify (2014) and Winkler and Karp (2014); Deezer: Deezer (2014); Pandora: Pandora 
(2014) and Crum (2014); Rhapsody: Rhapsody (2014) and Rhapsody (2015); Rdio: Rdio (2014); iHeartRadio: 
iHeartRadio (2014) and Ha (2014); TuneIn: TuneIn (2014) and Hyes (2014); Slacker: Pham (2013); 
SoundCloud: Dillet (2013), Rusli, Karp and MacMillan (2014) and Mac (2013a); Audible: Audible (2014); 
iTunes: iTunes (2014) and Friedman (2013); Google Play: Google Play (2014) and Oreskovic (2014). 

10 The data sets for this table were extracted from various primary and secondary sources, which are mentioned in 
the following. YouTube: YouTube (2014) and Sloane (2014). Viewing time calculated as follows: 6 bn viewing 
hours in 2013, which raised up to 50 % in 2014 equals 9 bn viewing hours divided by 1 bn users equals a viewing 
time of 9 hours per month per user; Netflix: Netflix (2014a), Netflix (2014b) and Google Finance (2015a). Firm 
valuation of Netflix for January 2015 was calculated as follow: 60.5 m (shares outstanding) times $441,80 (price 
per share) equals $26,7 bn; Hulu: Perez (2014), Lawler (2013) and Fixmer (2013); HBO GO: TimeWarner 



Methodology  22 

Audio 
Streaming 

Type MAU           
(in million) 

Subscriber 
(in million) 

Content 
Inventory 

Countries 
available 

Valuation 
(estimated) 

Spotify on-demand 60m 15m 30m tracks 58 $4bn  (2014) 

Deezer on-demand 16m 6m 35m tracks 182 undisclosed 

Pandora live radio 70.8m 3.3m 
6m radio 
stations 

3 $4.56bn (2014) 

Rhapsody on-demand undisclosed 2.5m 32m tracks 30 undisclosed 

Rdio live radio undisclosed undisclosed 32m tracks 85 undisclosed 

iHeartRadio live radio un-disclosed not offered 
1.5k live radio 

streams 
3 undisclosed 

TuneIn  live radio 50m not offered 
100k radio 

stations + 4mn 
podcasts 

230 undisclosed 

Slacker on-demand undisclosed > 1m (2013) 200+ stations 2 undisclosed 

SoundCloud on-demand 250m 1.9m (2013) 80% UGC all $1.2bn (2014) 

Audible on-demand undisclosed undisclosed 150k audio books no info undisclosed 

iTunes  on-demand undisclosed 
1.000m 

(2013) 

250k 

(2013) 147 undisclosed 

Google Play 
All Access 

on-demand undisclosed > 1m 30m tracks 43 undisclosed 

Tab. 1: Sample Selection of Audio Streaming Businesses 

Video 
Streaming 

MAU           
(in million) 

Subscriber 
(in million) 

Viewing time 
Content 

Inventory 
Countries 
available 

Valuation 
(estimated) 

YouTube 
> 1.000m 

(2013) 
no 

subscription 
9 hrs a month / 

MAU 
> 1m partner 

channels 
all $20 - $40bn 

Netflix 57m 57m 
46.6 hrs a month 

/ subscriber 
> 6.000 films 

>3.000 TV titles 50 $26.7bn (2015) 

Hulu 30m (2013) 6m 
20 hrs a month / 

subscriber (2013) 
undisclosed US $2bn (2013) 

HBO GO 9m 9m no info > 90 films 22 
$20bn (HBO in 

total) 

Amazon  undisclosed 20m no info > 13.000 films 5 
$173.4bn (Amazon 

in total, 2015) 

Twitch 100m 
no 

subscription 
26.6 hrs a month 

/MAU 
1.5m channels all $ 970 m 

Tab. 2: Sample Selection of Video Streaming Businesses 

Fig. 8 gives insights into the user conversion and shows the ratio between active free and paid users of 
services. A high percentage on the active/paid ratio illustrates that a firm performs well in transferring 
                                                                                                                                                                                   

(2014), Schatzker and Caitlin (2014); Amazon Instant Video: Amazon (2014a), Yarow (2014) and Google 
Finance (2015b). Firm valuation of Amazon for February 2015 was calculated as follows: 464.38 m (shares 
outstanding) times $373,37 (price per share) equals $173,4 bn; Twitch: Amazon (2014b); Johnson (2015) and 
Morrison (2015). 
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free users to subscribers. Not all services are included in this figure, because many firms hold information 
about their user base confidential. Netflix and HBO GO achieve remarkably high performances on this 
metric, because they are paid-only services. However, also services with a freemium model such as 
Deezer, Spotify and Hulu perform exceptionally well compared to the other firms. 

 
Fig. 8: Active Free and Paid User Bases of Sample Services 

On the basis of the described case selection process the following six cases were chosen: 
Spotify is a privately held audio-on-demand music streaming service that offers streaming of licensed 
music (Jakobsson 2014). The platform reaches the highest number of paying users among all AoD 
streaming services, which makes it to one of the most popular music streaming service in the world (Ipsos 
MediaCT 2014: 11). A conversion rate of 20 % shows that Spotify is able to convince free users to pay a 
monthly fee for the service, which classifies Spotify as a successful business, reaching an estimated 
company valuation of $4 billion. 
Pandora Media, Inc. is a pure-play Internet radio provider that enables listeners to create and stream 
personalized radio stations (Pandora 2014: 3). The service owns a content inventory of 6 million different 
radio stations, which is the highest number among all other live streaming services. Besides that, Pandora 
is listed as the most valuable audio streaming company, which shows that investors believe in Pandora’s 
business model. Compared to other cases, Pandora also reaches a high number of active listeners, despite 
operating in just three different countries. 

1000 

200 

70.8 
30 

60 
16 

0 

3.3 
6 

15 
6 9 

57 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

0 

50 

100 

150 

200 

250 

300 

350 

400 

450 

500 

550 

600 

650 

700 

750 

800 

850 

900 

950 

1000 

YouTube SoundCloud Pandora Hulu Spotify Deezer HBO GO Netflix 

Active Users 
(millions) 

Active free Paid Active Paid Ratio 



Methodology  24 

SoundCloud is the largest user-generated audio streaming platform that operates on a free to use model 
and fosters the publishing and sharing of audio tracks (Van Burskirk 2009b). The platform is available 
worldwide and reaches the highest number of active listeners among all audio streaming services without 
being able to claim intellectual property rights to most of its content inventory. Despite its successful user 
growth, the company incurred an operating loss of $29.2 million in 2013, more than double what it made 
in revenue in 2012 (Lhooq 2014). Although SoundCloud seems to be struggling with its financials, it can 
still provide valuable lessons learned for the case study and will therefore be examined. 
YouTube is the largest user-generated video-sharing platform allowing users to upload, view, and share 
videos (Winkler 2015). It has the largest active audience with over 1 billion viewers per month. Besides 
being available in every country in the world, YouTube is estimated as being worth between $20 billion 
and $40 billion. 
Netflix delivers high-class video entertainment in form of premium movies and popular TV series to 
viewers as on-demand streams (Netflix 2013). The service stands out by attracting the highest amount of 
subscribers in the video-streaming segment and causing the longest viewing time of 46.6 hours per month 
per user. Netflix’s high firm valuation of $26.7 billion reaffirms its business success. 
Twitch is a user-generated live and on-demand streaming service for video games content (Morrison 
2015). The firm claims with a massive content inventory of more than 1.5 million different channels. It 
also reaches the highest viewing time in the market directly after Netflix and is available in every country 
in the world. 

3.4 Analysis Tools 

The study makes use of theoretical frameworks to analyze the above-mentioned streaming businesses and 
to identify success factors that potentially generate sustainable competitive advantages. The following 
chapters will describe the two models being used and provide reasons why they were chosen. 

3.4.1 The Business Model Canvas 

Osterwalder and Pigneur (2010) introduce the business model canvas (BMC) as a tool for designing new 
or documenting existing business models. It is a derivative of the Business Model Ontology developed in 
Osterwalder (2004) promoting visual thinking and a holistic approach on business models (Fritscher and 
Pigneur 2010). The concept has been tested in global organizations as well as in start-ups gaining 
growing popularity over the past few years (Amarsy 2015).  
The framework consists of nine individual building blocks that are interrelated and as a whole define “the 
rationale for how an organization creates, delivers, and captures value” (Osterwalder and Pigneur 2010: 
14). Each building block is of equal importance and serves a specific role that is defined in the following 
(Osterwalder and Pigneur 2010: 20-40): (1) Customer Segments describe the different groups of people a 
firm aims to reach and serve. (2) Value Propositions are the bundle of products and services that create 
value for the specific Customer Segments. (3) Channels describe the ways how a company communicates 
with and reaches its Customer Segments to deliver the Value Proposition. (4) Customer Relationships 
determine the different types of relationships a company establishes with each specific Customer 
Segment. (5) Revenue Streams identifies how a business generates money from its Customer Segments. 
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(6) Key Resources comprise the most valuable assets of a firm that are required to make the business 
model work. (7) Key Activities define the essential activities a firm must carry out in order to being able 
to operate. (8) Key Partnerships span the network of suppliers and partners a firm needs to maintain its 
operations. (9) Cost Structure describes all costs a business will incur during its operations. 
Fig. 9 shows a graphic representation of the BMC template that is used as a blueprint to define and sketch 
the different business models of the case study firms.  

 
Fig. 9: The Business Model Canvas (Osterwalder and Pigneur 2010) 

There are several reasons why the BMC qualifies as a theoretical framework for this research project. 
Firstly, as Casadesus-Masanell and Ricard (2009: 42) state, business models are “highly complex” entities 
that are in need of a simple representation. The BMC is an intuitively understandable and relevant 
concept without oversimplifying the complexities of how firms function (Osterwalder and Pigneur 2010: 
15). In this way, the BMC gives guidance on how to document the different business models of the case 
study firms. Secondly, the clear structure of the presented framework with its nine distinct building blocks 
is predestinated for benchmarking. It lays the groundwork for the comparative case study analysis in 
making the selected cases comparable by adopting the BMC as a blueprint to each single case. Thirdly, 
the focus on displaying only core elements of a business model will naturally prioritize and highlight 
certain capabilities giving already hints why a firm is successful. With that, the BMC functions as an 
indicator to identify potential success factors. Lastly, the tool is praised for its practical approach and 
widely adopted among practitioners in business development units of large to mid-size organizations, new 
start-ups or seed accelerators (Zec et al. 2014). Since this research project has been conducted in a 
business development environment of a start-up streaming firm, the BMC qualifies as an adequate model 
to bridge the gap between theory and practice. 
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3.4.2 VRIO Framework 

The VRIO framework paved the way for the so-called resource-based view (RBV) of strategic 
management, pioneered by Barney (1991). The RBV stresses the internal aspects of a firm known as 
capabilities. Johnson et al. (2014: 71) divides capabilities into resources, i.e. what a firm ‘has’, and 
competences, i.e. what a firm ‘does well’. According to Barney (1991: 102), the distinctiveness of 
capabilities can lead to competitive advantage and superior performance for a firm. As a consequence, 
Barney proposes the VRIO framework as a tool to analyze and evaluate capabilities and their implication 
to a firm’s competitive positioning. The acronym VRIO stands for the “four key criteria by which 
capabilities can be assessed in terms of their providing a basis for achieving such competitive advantage: 
value, rarity, inimitability and organisational support” (Johnson et. al. 2014: 76). Those capabilities that 
contribute to the long-term survival of a firm are defined as ‘strategic capabilities’ (Johnson et al. 2014: 
70).  
The following list comprises the four fundamental criteria and the questions they address, as presented in 
Johnson et al. (2014: 76): 

• Value: Do capabilities exist that are valued by customers and enable the organization to respond 
to environmental opportunities or threats? 

• Rarity: Do capabilities exist that no (or few) competitors possess? 
• Inimitability: Are capabilities difficult and costly for competitors to obtain and imitate? 
• Organizational support: Is the organization appropriately organized to exploit the capabilities? 

Tab. 3 depicts the VRIO framework and gives an overview of the different assessment steps and their 
competitive implication. Each case study will follow the logic of the model and evaluate the identified 
capabilities according to the four criteria. 

Is the capability… 

Valuable? Rare? Costly to imitate? Exploited? Competitive Implication 

No – – No Competitive disadvantage 

Yes No – No Competitive parity 

Yes Yes No No 
Temporary competitive 

advantage 

Yes Yes Yes Yes 
Sustained competitive 

advantage 

Tab. 3: VRIO framework adapted from Barney and Hesterly (2012) 

The aim of the study is to propose a sustainable business model for a podcast streaming business. 
Strategic capabilities are regarded as vital for the development of a business model, because they can 
constitute the source of sustainable competitive advantages and thereby of long-term success. In this way, 
strategic capabilities are also referred to as ‘success factors’ in this thesis.11 The VRIO analysis provides the 
                                                        
11 Roachert (1979: 84) coined the term ‘critical success factors’ (CSFs), which defines factors that will ensure a 

successful competitive performance for an organization if their results are satisfactory. CSFs can be derived from 



Methodology  27 

theoretical framework to identify and evaluate such success factors within online streaming businesses. In 
order to ensure a performance comparison, the VRIO model is used, similar to the BMC, as a blueprint 
to make the different cases comparable. Lastly, the VRIO framework is widely used among scholars in 
case study research and utilized in decision-making processes by practitioners, which makes it suitable for 
this scientific project (Barney and Hesterly 2012). 

3.5 Expert Interviews 

Primary data collection is an essential part in research projects as it enables the emergence of new 
knowledge. Apart from this, primary data can also be used to review findings by taking current thoughts 
and opinions of scholars or experts about a topic into account (Wengraf 2001: 3). The benefits of 
designing and conducting expert interviews are regarded as highly valuable for this research project. The 
insights and opinions from the industry experts clarify if the result of the case study research is applicable 
to the podcast industry, and raise awareness on issues that have not been covered yet (Saunders, Lewis 
and Thornhill 2008: 256). 
This report comprises primary data collected from five employees of the podcast platform Acast and one 
online sales manager of the commercial radio station MTG Radio. The company Acast was primarily 
chosen as the researcher had access to firm insights as well as to research participants who can be 
acknowledged as industry experts having gained many years of working experience in the media industry. 
For the purpose of assessing the reliability of the gathered data, a company outsider from the radio 
broadcaster MTG was approached to serve as a reference mark.  
Since interviews are time consuming and qualitative research methods are limited in their approach to 
formulate generalizations related to the findings, the number of six interviews was perceived as sufficient 
to provide sufficient insights. Hereby, the objective was not to provide a representative sample of the 
population, but rather to yield a sample that is proportionately representative of the firm. In this way, the 
sampling was lead by a self-selection process, where experts were chosen based on a set of criteria 
evaluated as important for the study design. The determining criteria included that the interviewees 
should embody a leading role in the company, have varying fields of responsibility, and come from 
different backgrounds. Tab. 4 on the next page gives an overview of the interview sample while 
maintaining anonymity of the participants. 
Five of the interviews were conducted face-to-face, while the interview with the Content Director of 
Acast had to be carried out as a Skype call due to his unavailability in Stockholm. Given that a specific 
organizational context was encountered and the varying roles of the participants relate to different states 
of knowledge, the semi-structure style of the interviews allowed to omit some questions in particular 
interviews, stress certain subjects or ask additional questions (Saunders, Lewis and Thornhill 2008: 320).  
 
 
                                                                                                                                                                                   

factors that are of particular value for customers or factors that provide a significant cost advantage (Johnson et 
al. 2014: 58). This thesis identified some success factors that potentially generate sustainable compatible 
advantages and thus can be defined as CSFs. Due to the limited scope of this study and in order to reduce 
complexity, the concept of CSFs will not be further explored or mentioned in this thesis. A detailed description 
of the identification and implementation processes of CSFs can be found in Howell (2010). 
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Participant Company Title Field of Responsibility Background 

CRO Acast AB 
Co-Founder and Chief 
Revenue Officer 

Revenue management, 
leading sales operations, 
recruiting sales personnel 
and assisting marketing. 

20 years in the music industry 
as sales manager and country 
vice director of a music-
streaming firm. 

CTO Acast AB 
Co-Founder and Chief 
Technical Officer 

Leading tech team, being 
in charge of product 
development and aligning 
firm goals. 

2 years project manager in 
consultancy focusing on large 
IT projects, plus additional 
expertise in the production 
industry.  

HBD Acast AB 
Entrepreneur and 
Head of Business 
Development 

Leading the entry of new 
markets, member of the 
advisory board, mapping 
the firm’s vision. 

20 years in the media industry 
as art director in advertising 
agencies and founder of 
several digital businesses. 

DC Acast AB Director of Content 

Leading content 
acquisitions and 
developing partnership 
relationships globally. 

17 years in the media industry 
as actor’s agent and digital 
media professional. 

CEO Acast AB 
Entrepreneur and 
Chief Executive 
Officer 

Oversee business 
operations, handle investor 
relations, define strategy 
and lead the management 
team.  

20 years in the media industry 
as entrepreneur and CEO of 
several digital agencies. 

OSM MTG Radio Online Sales Manager  

Set and hit digital budgets, 
coaching sales people and 
implementing new ad 
solutions. 

10 years in the radio industry 
as host and sales manager in 
online marketing. 

Tab. 4: Sample of the Expert Interviews 

An interview draft was used as a guideline to structure the conversation while the order of questions 
varied depending on the interviewees and the situation, which ensured a natural conversational flow. The 
interview draft can be found in Appendix 8. 
The average interview length was 53 minutes with the longest interview lasting approx. 72 minutes and 
the shortest 32 minutes. All interviews were recorded with the consent of the participants and partially 
transcribed to extract only the essential information from the interviews. Quotes are used in the 
continuous text when the original wording is regarded as important for the discussion or a statement is 
valued for its conciseness. 
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4 Analysis and Results 

The findings of this study are presented in three chapters referring to the different analysis approaches 
being used. Chapter 4.1 summarizes and compares the different cases by applying the business model 
canvas. Chapter 4.2 reveals the identified success factors that were extracted with the help of the VRIO 
framework. Chapter 4.3 reviews the results of the expert interviews in reference to the success factors. 

4.1 Comparative Case Study  

The comparative case study is based on a detailed business model documentation and analysis of each 
single case that can be found in Appendix 1-6 (the BMCs are visually displayed in Ex. 1-6) The following 
chapter will comprise the essence of the analysis work by merging the main findings of the six case studies 
into one business model canvas. Each building block of the model will be utilized to draw on conclusions 
and refer to similarities or differences that were identified between the cases, giving a concise but holistic 
overview of the various business model approaches of the chosen online streaming firms. 

4.1.1 Business Model Canvas 

Customer Segments 
The single case studies show that almost all of the online streaming businesses serve several customer 
segments. The largest and most significant segment represents the consuming audience of listeners and 
viewers. This segment can in some cases be further divided down into two subgroups. Spotify, Pandora, 
SoundCloud and Twitch distinguish between a great base of free users who have access to the basic 
service and a smaller base of premium users who pay a subscription fee to unlock additional features. 
YouTube is the only firm that completely refrains from charging users, which might be one of the reasons 
why the platforms attracted a remarkable user base of over 1 billion monthly active viewers (Winkler 
2015). On the contrary, Netflix focuses on acquiring paying users only and with that serves just one single 
customer segment.  
All community-driven platforms such as SoundCloud, YouTube and Twitch have in common that they 
foster the creation of originally produced content. Since these services make no difference between users 
and creators, the offered content is mostly curated and produced by its own user base. The incentive that 
encourages users to contribute with their own works lies in the given opportunity to monetize on their 
content. Creators that are able to attract a larger audience are considered as ‘key partners’ and take part in 
a revenue sharing model with the platform. 
For all firms besides Netflix, advertisers and media buying agencies are the second crucial customer 
segment. The importance of attracting advertisers originates from the fact that they subsidize the free 
usage through advertising fees. A large base of users allows platforms to charge companies for brand 
exposure to their users. Those streaming businesses that serve several customer needs simultaneously are 
characterized as multi-sided platforms (Osterwalder and Pigneur 2010: 78). They function as 
intermediaries creating value by connecting distinct but interdependent groups of customers (Osterwalder 
and Pigneur 2010: 78).  
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Value Proposition 
The value proposition is the key differentiator for all streaming businesses, although the basic formula of 
value creation is commonly shared. All case services aspire to provide users with a convenient, simple and 
legal solution to gain access to a diverse library of nearly unlimited content. The main difference lies in 
the user experience, which is a unique offer for every single service. Netflix, for example, breaks the rules 
of traditional TV programming and passes the power over to its users who gain full control over their 
viewing experience being able to choose whatever movies and series they want to watch regardless of time, 
location or device (Netflix 2013: 8). YouTube and SoundCloud, instead, empower and support its users 
with tools to easily upload, share, consume and comment videos clips or audio tracks, which enables the 
creation of an active community around their services (Winkler 2015 and Van Burskirk 2009b). Twitch 
focuses more on offering an engaging real-time experience by providing a platform where users can view 
and broadcast gameplays while simultaneously being able to interact with other users in live-chats 
(Williams 2015). In contrast to the user engaging approaches, the pure-play radio service Pandora lets 
users pick a genre or a seed artist to launch a stream of music (Pandora 2014: 3). Since the recommended 
playlist is based on the user’s music taste it culminates in a more passive, laid-back listening experiencing. 
Spotify, on the other hand, tries to engage its users to actively create and share playlists fostering the 
discovery of new artists (Martin 2015). 
Although the cases differ in the specific experience they provide, all emphasize on personalization as a key 
driver for creating value. By leveraging on content intelligence and user data powered by advanced 
machine-learning techniques and human curation, the platforms gain the ability to offer 
recommendations and let users discover new content.  
As some cases serve a second customer segment, namely advertisers and media agencies, it needs to be 
included in the value creation process. The main value offered to this second segment is reach to a vast 
audience and the possibility to target ads precisely to certain user segments based on demographics, 
locations or other criteria supported by a dynamic ad insertion technology. Metrics about user data and 
their behavior are vital for advertisers and agencies. The more complete the data set, the higher the value 
for advertisers and with that the higher price that platforms can charge for advertising fees. 

Customer Relationships 
Customer relationship types define the different ways, how a service is approaching distinct customer 
segments. The case studies revealed that all firms follow an extensive customer relationship strategy, 
which varies depending on the customer segment addressed. 
When approaching end users, the case companies deploy a mix of automation, self-service, community 
and personal assistance. Automation includes all processes that give customers access to customized 
services (Osterwalder and Pigneur 2010: 29), such as personal accounts or the integration of social media 
profiles. All platforms use automated services that recognize users to simulate a personal relationship as 
exemplified with personalized notifications or special offers. The second type comprises self-services as 
provided with FAQ pages or support centers, where users can receive aid without engaging a direct 
relationship with the firm. Self-services are often the first contact point for users with a firm and 
important to filter out common inquiries that do not require a personal assistance. Most notably, all 
companies utilize the collective knowledge and expertise of their user community to facilitate connections 
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between users (Osterwalder and Pigneur 2010: 29). Whether it be social media pages, a company blog or 
a support forum, a community-driven media outlet is beneficial for firms as it allows users to exchange 
knowledge and solve each other’s problems (Osterwalder and Pigneur 2010: 29). The user-curated 
platforms SoundCloud, Twitch and YouTube stand out, because they specifically encourage co-creation 
processes. By soliciting customers to produce content, write comments and give feedback, these services 
go “beyond the traditional customer-vendor relationship” (Osterwalder and Pigneur 2010: 29) and co-
create value together with users. The highest form of customer relationships is personal assistance. Every 
platform, without exception, also offers users the option to get in touch with a customer representative via 
E-Mail or call centers. The very reason why all case companies put emphasis on extensively carrying out 
relationship types before a personal assistance takes over is the cost aspect. Human resources are needed 
to answer calls or E-Mails personally and assist with individual guidance, which is a cost driver for many 
firms. Nonetheless, a personal customer support is significant especially for solving technical problems or 
payment-related issues to enhance customer satisfaction. 
Advertisers on the other hand are mainly approached with either a self-service or a personal assistance 
strategy. The self-services include a dedicated website for advertisers containing necessary information 
about the advertising buying process. YouTube also implemented an automated service, where advertisers 
can start a campaign right away by filling out a standardized form (YouTube 2015b). Automation and 
self-services will probably gain more popularity when real-time bidding platforms emerge on a wider 
scale. Yet, sales personnel are still a valuable resource for many streaming businesses because personal 
relationships are often needed to build trust with advertisers by introducing the platform, the processes 
and tools used to effectively target and reach the determined customers. 

Channels 
Finding the right mix of channels is crucial in bringing value to the customer and attracting new 
audiences (Osterwalder and Pigneur 2010: 27). In fact, all case study firms operate a variety of different 
channels that can be categorized into ‘owned channels’ such as the platform website, desktop or mobile 
applications and social media pages, and ‘partner channels’ like smart TVs, cars, streaming media players 
or gaming consoles etc. Although all cases use a diverse set of the above-mentioned channels, some stick 
out in laying focus on a specific set of channels. Twitch, for example, tries to blend into the natural 
environment of gamers and focuses on making its platform available on gaming consoles (Twitch 2015b). 
The Internet radio player Pandora continues its efforts to connect its service with cars, where radio 
listening is dominated, and therefore already entered 150 different car models (Pandora Advertising 
2015). SoundCloud, Twitch and YouTube pursue a different strategy by opening up their APIs what 
especially fosters the integration with social media networks. Netflix consciously aims for securing deals 
with cable providers to get its programming more tightly integrated with the TV viewers’ browsing 
routine (Fung 2014). 
In conclusion, partner channels gain an increasing importance as an extension to serve and retain a 
broader user base. Tapping into partnerships is therefore deemed as a beneficial action for any streaming 
business. 
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Key Partners 
Evidently, the most important key partners for all case companies are content providers. Strong ties with 
media companies, such as broadcasters, TV stations or film studios assure that video streaming services 
like Netflix or YouTube are able to offer content that attract the masses. For Spotify, whose business 
model relies on streaming licenses, partnering with major labels and rights holders is vital to operate 
(Seabrook 2014). The community-driven platforms SoundCloud, YouTube and Twitch characterize their 
users as partners as soon as they attract a larger audience with their originally produced content and take 
part in a revenue sharing program. 
Commonly shared partners, besides content providers, are ISPs to lower bandwidth costs and mobile 
carriers to acquire new users when launching in new markets or to gradually convert free users to paying 
subscribers. 
Pandora and Spotify particularly collaborate with accredited digital measuring firms to quantify reach and 
usage, which is the basis to sell advertisement and with that a core revenue stream. Pandora also partnered 
with major car brands to let users enjoy the service while driving. 
Business ties with external channel partners such as cable providers, manufacturers of streaming media 
devices or gaming consoles are especially of value for the video platforms YouTube, Netflix and Twitch. 
Developing and expanding the distribution channel can enhance product reach by bringing in a new 
audience, which eventually increases the number of viewers.  
Other important partner channels are social media networks, where many of the users consume streaming 
media content through embedded players. SoundCloud occupies a special positions, given that it became 
the first audio streaming partner on Twitter to deeply integrate its music service into the listener’s social 
networking environment (Dredge 2014b). The resulting benefits are ease of use and increase listens.  
All in all, most streaming services engage in similar collaborations with third-party firms. Reaching out to 
providers of external channels, where a great part of the actual listening or viewing happens, becomes 
increasingly important. Establishing exclusive partnerships is a profitable strategy for the firms to 
differentiate themselves from rivals and gain a competitive edge. 

Key Resources 
A large and diverse content library that caters to a broad viewership and serves different kinds of taste is a 
key resource shared among all services that drives traffic to the platform. Still, a distinction must be made 
between obtained content, UGC and original content, because they affect each firm’s business model 
differently and may require additional resources. For example, Spotify and Netflix merely offer third-
party content obtained through close partnerships with major music labels and film studios. Streaming 
licenses are often exclusive and thereby directly negotiated between the parties. Due to the fact that these 
licenses need to be renewed every two or three years, Spotify and Netflix have a high dependency on their 
content providers. In order to counteract this dependency, Netflix puts increasing efforts into producing 
original films and series premiering exclusively on its own channels (Trefis 2015). Spotify, on the other 
hand, pays out nearly 70 % of its total revenues to labels, which became a vital income for rights holders 
in the light of decreasing sales in the music industry (Spotify 2014). As opposed to this, Pandora does not 
possess direct licensing deals but still owns a broad music portfolio by acquiring statutory streaming 
licenses. Statutory licenses are fixed rates by law, which do not require any direct ties with content 
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providers, but come with certain restrictions (SoundExchange 2014). For the more community-driven 
platforms like SoundCloud, Twitch and YouTube, streaming licenses, although a part of their business 
models, are secondary and obtained mainly for the purpose of attracting users or protecting copyright 
laws. Their most important resource is the massive inventory of UGC ranging from amateur to 
professionally produced audio tracks and video clips. The result is a long tail of niche content that 
addresses almost every existing interest in the community and has the potential to collectively make up a 
market share that exceeds or even rivals the few current bestsellers (Anderson 2008: 53). 
Another key resource is databases containing information about users and the offered content. All services 
gather user data as a basis to improve the platform and offer a personalized user experience. Apart from 
Netflix, the case services also esteem user data as a crucial component of their revenue model. By gaining 
insights into user demographics and consumption behaviors, streaming firms can offer targeted ad 
solutions to brands and other media buying companies in exchange for advertising fees. Besides collecting 
user data, most services develop content intelligence systems to provide better recommendations. 
Especially Spotify, Pandora and Netflix emphasize on the importance of content databases by increasingly 
investing into personnel specifically appointed to categorize and analyze songs and films according to a set 
of attributes. Connecting the content insights with the gathered user data enables these firms to make 
accurate recommendations on what artists or TV series users might like. 
For the reason that streaming causes excessive bandwidth consumption, many case companies deploy 
their own content delivery networks (CDNs) to scale with the growing user demand and reduce 
congestion costs from ISPs. In conjunction with the infrastructure, the platform technology itself with its 
associated code and complex internal linkages, are key resources to every single streaming firm responsible 
for the services to being able to operate. In addition to that, the engineering culture plays a significant role 
to successfully develop key features and maintain a high streaming capacity. 
A commonly shared but unique resource to every case company is the established brand and its values. By 
attracting million of users, all services achieved a wide popularity among listeners and viewers, which is 
very likely a key asset to attain a competitive advantage and gain a leadership position in the market 
As a conclusion, key resources of streaming businesses are more likely to be attributed to intangible assets. 
Although human resources and physical assets such as offices and servers play a role, intellectual property 
such as content, licenses and databases are drivers of economic growth and success. 

Key Activities 
Key activities define all actions carried out by the companies to make the business model function. The 
core of all streaming services is the user base that consumes content. As a consequence, all activities that 
attract users are vital to the business. Netflix stands out by acquiring users through venturing into original 
productions (Netflix 2013: 6). Spotify launched its service with the help of an exclusive partnership with 
Facebook that accelerated the platform’s growth (Carr 2012). YouTube tries to attract content creators 
with initiatives such as the introduction of YouTube’s ‘Creator Hub’: an online place where users are 
supported with the tools and programs to become successful creators (YouTube Creators 2015). 
Although all services have their own ways in attracting users, common user acquisition strategies include 
offering different pricing options, a 30-days fee trial period or restricting features on certain devices to 
convert free users to paying subscribers. 



Analysis and Results  34 

Every bit as important as acquiring users is driving user engagement and facilitating co-creation processes. 
Platforms like Twitch, SoundCloud and YouTube are inherently interactive as they provide a feedback 
channel between content creators and their audience. Engagement is important to help creators get 
insights on what users like, which can be used to improve the content quality in future productions (Van 
Burskirk 2009b). But also other engagement features such as ratings, reviews or like-buttons are 
beneficial. Every time a user engages with a service, he or she leaves a footprint that can be analyzed and 
used to personalize the experience. Providing tools and features that allow user engagement are therefore 
highly valuable.  
Another key activity that relates with the importance of user data and content intelligence is data mining. 
Millions of data points are collected, processed, analyzed and transformed into understandable 
information that will ultimately aid the services in providing a customized product. 
Lastly, managing the platform and further developing the service can be defined as a crucial activity. In 
order to scale with a growing user base and maintain a smooth streaming experience, all streaming 
services are in need to constantly maintain and expand their platform capacities. 

Cost Structure 
Although all case study firms show a similar distribution of cost, some cost positions preponderate 
depending on the business model. Operating costs are known to be particularly high for any streaming 
business. They comprise server costs for hosting, bandwidth costs for live and on-demand streaming and 
salaries for platform development. More specifically, the largest cost drivers for Spotify and Pandora are 
royalty payouts and streaming licenses, which take a huge stake of between 40 % and 70 % of the service’s 
revenues (Spotify 2014 and Pandora 2014: 6-8). Netflix’s biggest cost position is a bloated marketing 
budget, which cuts most of the revenues (Netflix 2013: 5-6). Other major fixed costs are licenses and 
investments in original productions. In general, fixed costs that incur likewise among all streaming firms 
include salaries, offices and servers. 

Revenue Streams 
All case companies own multiple revenues streams, except for YouTube that focuses on advertising 
money only and Netflix that generates revenues from subscription fees. The most common revenue model 
for multi-sided platforms is charging advertising fees in exchange for exposing users to commercials. 
With that, services are able to subsidize the free usage of the platform, which in turn accelerates the user 
growth. The higher the number of users and the more detailed information exist about them, the more 
can these platforms charge for advertising campaigns. In addition to the advertising model, most services 
have implemented a freemium model, which offers basic functions for free and charges users for premium 
accounts to unlock more features. Twitch is the only service that offers direct channel subscriptions to 
content creators as a third revenue stream (Twitch Blog 2013). 

4.1.2 Conclusions 

The comparative case study demonstrated similarities and highlighted differences in the business model 
approach of the chosen online streaming services. The most obvious common feature is that all firms 
share the same customer segment, namely a broad audience of listeners or viewers that are served with a 
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personalized user experience as the main value proposition. Only the user-curated platforms slightly 
differ, given that some of their users can also be considered as content creators. Moreover, streaming 
services seems to function as multi-sided platforms that attract a second customer segment, advertisers, 
who benefit from dynamic and tailored ad solutions. Taking this into account, streaming services are 
likely to utilize both the freemium model and the advertising model to generate revenues. Netflix with its 
premium subscription is an exception, and the only streaming provider not characterized as a multi-sided 
platform. By far, content is assumed as one of the most important resource for streaming businesses as it 
attracts the great amount of users. Close partnerships with content providers such as media companies or 
independent creators are therefore crucial. Data mining seems to be the most valuable activity to leverage 
on user data and content information, which provides the basis to design a personalized user experience. 
An extensive use of customer relationships is advised to keep the user satisfaction on a high level. 
Venturing into new channels is a necessity to acquire new audiences and should be part of the firm’s 
expansion strategy. The main cost driver for streaming services are the operating costs for hosting, 
streaming and employing personnel responsible for the platform development. In some cases, streaming 
licenses are an additional cost driver that must be considered in the business model’s cost structure. 

4.2 Success Factors of Online Streaming Businesses 

The foregoing business model comparison made it possible to point out certain resources and 
competences that may have an impact on the firm’s success. Further exploration was needed to identify 
success factors and evaluate their potential in generating competitive advantages. The ensuing analysis 
presents the results of the VRIO assessment applied to the six cases that are graphically displayed in Tab. 
5 and Tab. 6. A detailed VRIO analysis of each single case is attached in Appendix 1-7.  
Following the properties of the VRIO framework, the identified success factors are categorized by being 
attributed to the resources (Tab. 5) and competences (Tab. 6) of a firm.  
The full circles in the tables mark if a firm has implemented a success factor and achieved a performance 
that is likely to be above the industry standard and thereby generated a potential competitive advantage. 
The co-existence of full-circle marks for one factor can be explained with the fact that some factors 
comprise resources that are unique to each firm and therefore inimitable for competitors. Furthermore, 
some factors may contain various attributes allowing firms to perform exceptionally well in a certain 
category under the same factor. The half-circle marks define if a firm has implemented a success factor, 
but deploys resources, competences or strategies that are not rare and rather widely shared in the industry 
resulting in an average performance. Lastly, the blank circles are assigned to firms that have not 
implemented a particular factor or show a performance that is below the case study average and thereby 
below the industry standard. 
The analysis uncovered two types of factors: a) success factors that are likely to generate competitive 
advantages and b) success factors that are necessary for a firm to remain competitive. This classification 
refers to Johnson et al. (2014: 70) who separate strategic capabilities into ‘threshold capabilities’ that are 
required to be able to compete, and ‘distinctive capabilities’ that may be the basis for achieving 
competitive advantages. 
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Success Factors  Spotify Pandora SoundCloud YouTube Netflix Twitch 

Factors attributed to resources  

Corporate Identity       

Brand       

Engineering culture        

Content       

User-generated content       

Original content       

Diverse content inventory       

Other intangible assets 
      

Partnerships with content 
providers 

       

Streaming licenses 
      

IT       

Platform technology and 
infrastructure 

      

User data       

Content intelligence       

Content Identification System 
      

Financials       

Multiple revenue streams       

Tab. 5: Identified Success Factors attributed to the Resources of a Firm 

Continuing in this way, success factors that contain mostly full-circle mark are attributed to being able to 
originate mid- to long-term competitive advantage, whereas success factors that include mainly half-circle 
marks are a sign that the competition is balanced out and are therefore unlikely to unlock a superior 
competitive performance. 

Legend 
Success factor existing and above 

average performance 

 
Success factor existing and average 

performance 

 
Success factor non-existing or 
below average performance 
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Tab. 6: Identified Success Factors attributed to the Competences of a Firm 

The following chapters will compare and summarize the main findings of the VRIO analysis by 
presenting each of the identified factors. 

4.2.1 Success Factors generating Competitive Advantages 

Brand 
A strong brand carries reputation and increasingly gains popularity and recognition that helps streaming 
services in attracting and retaining users. The Spotify case shows that trust and loyalty are important 
attributes when approaching partners and closing deals with content providers. By launching first in 
Sweden, backed with the support of indie labels, Spotify created a proof of concept that built trust and 
cleared the way to sign partnership deals with all major labels (Seabrook 2014). Having a popular and 
unique brand can also be vital to receive funding from investors. As seen in the SoundCloud case, the 
service was able to raise funds in multiple rounds due to its popularity and uniqueness by having grown a 
respectably large community of audio creators and fans (Cheredar 2014b). Although the service is 
continuously incurring losses, not all investors are deterred and believe in the vision of the firm. Netflix on 

Success Factors Spotify Pandora SoundCloud YouTube Netflix Twitch 

Factors attributed to competences  

Personalized user experience 
      

Mining and leveraging user 
data 

       

User engagement 
      

Tailored and dynamic ad 
solutions 

       

Channel expansion 
      

Platform development       

User acquisition       

Extensive customer 
relationships 

      

Integration with social media       

Legend 
 Success factor existing and above 

average performance 

 
Success factor existing and average 

performance 

 
Success factor non-existing or 
below average performance 
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the other hand has a long company tradition having gained experience and knowledge in the industry 
over years, which is reflected in the brand’s reputation. Being decorated with nominations for the Emmy, 
the Academy Awards and the Golden Globe, increases Netflix’s brand popularity and in turn helps the 
video platform to become a favorable choice for users. Thus, the case study research shows that being 
recognized as a respected brand can lead to a sustained competitive advantage and is therefore on the list 
of potential success factor. 

Engineering Culture 
The case study research illustrates that all streaming services put high emphasis on cultivating a culture 
that embraces technology and innovation. Great responsibility comes to the engineering department that 
takes a central role in the company to actively define and shape the future of the platform. Engineers 
make in some cases up to 50 % of the overall headcount while the firms stress on deploying small teams 
with complex internal linkages to make processes more manageable and helps to create and deliver value. 
Beyond offering common perks like health coverage or customizable working spaces, all streaming 
services established a unique engineering culture that is developed and embedded within the firm’s 
custom. Indeed, Barney (1986) indicates that organizational cultures can be the source of sustained 
superior performance, if the cultures are valuable, rare and imperfectly imitable. Barney further argues 
that cultures are often naturally protected by imitation, because value and rarity of a culture often lies in 
the unspoken and unperceived common sense of a firm. Especially, “values, symbols, beliefs, and the like 
are notoriously difficult to describe and categorize” (Barney 1986: 661). Despite bearing some minor 
similarities, all streaming services developed and optimized their engineering culture according to the 
firm’s properties, which are based on a unique set of values and human relationships and therefore define 
a success factor. 

User-generated Content 
The core asset for all community-driven platforms like SoundCloud, YouTube and Twitch is content 
curated by its own users. The benefits of UGC are versatile and positively affect the company’s business 
models in several ways. First of all, a platform containing UGC grows on a constant basis and 
automatically renews itself in virtue of an active community that adds hundreds of videos or songs on 
every single day. Other streaming services are in need to maintain and actively update their content 
libraries by striking new licensing deals or producing original content in order to retain and attract users. 
This can have a positive impact on the cost structure. By devolving power to users, community-driven 
platforms reduce their investments for streaming licenses or original productions; known cost drivers for 
other case study firms. Second, UGC allows streaming services to monetize on content for which no 
production money was spent and thereby increases profit margins. Another benefit relates to the extent of 
the content inventory. Platforms offering UGC usually have a unique and diversified content portfolio, 
which, although it might not attract the masses, caters to a variety of segments with particular interests 
that in total can make a large audience. Lastly and most importantly, UGC is the driver for creating a 
community, where users can engage with each other, voice their opinions or connect with other users that 
share similar interests. By building relationships with and among users, the usage of and the time spent 
on the platform will increase tremendously. In this way, platforms that are able to foster the production of 
UCG and thereby engage can hold a sustainable competitive advantage. 
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Original Content 
As the cases of YouTube and Netflix show, the production of original content can be an effective 
approach for differentiation and a successful strategy for user acquisition. YouTube, for example, invests 
huge sums of money in the production of original channels despite counting UGC as a key asset of its 
business. The problem with UGC lies in the varying degrees of quality. Videos on YouTube can range 
from amateur clips to professional productions leading to the fact that only 30% of YouTube’s content 
make up 99 % of the viewings (Zern cited in Whitelaw 2011). Original content is therefore a success 
factor for YouTube to raise the quality of its video portfolio and in the long run to attract more viewers. 
Netflix’s reason for venturing into the production of original content is caused by other circumstances. 
With the emergence of new video streaming services, such as Amazon Instant Video or HBO GO, which 
are bargaining with film studios and TV companies for licensing rights, prices are rising putting Netflix 
under pressure. By reducing the dependency on content providers and utilizing the platform’s user data to 
predict the adaption of original films and series, Netflix gains a sustainable competitive advantage. Also 
Ulin (2013: 370) underlines the importance of original content and gives three reasons for that: (1) the 
cost of third-party content is expensive to secure exclusive rights; (2) aggregating in and within itself 
might not be enough to retain customers and remain competitive; (3) aggregating third-party content 
could become supplement rather than a driver of the business. The author comes to the conclusion that 
original content is the only driver that can attract and keep customers in a highly competitive market. 
Partnerships with Content Providers 
Close partnerships with content providers can secure a superior performance as demonstrated in the cases 
of Spotify and Netflix. Both streaming services claim exclusive partnership deals with rights holders of 
film and music works. Major labels even hold equity in Spotify, close to 15 %, which makes them strong 
business partners who are interested in the platform’s economic success (Seabrook 2014). Exclusivity can 
mean to limit the accessibility of content to only one platform or restrict the user experience in how 
content can be consumed on other platforms. In both ways exclusivity can unlock economic rewards as it 
provides the licensing holder with a monopoly position in the market. Although exclusive partnerships 
may be of temporary nature, especially in Netflix’s case, they can be the basis for achieving competitive 
advantages by locking in users for a longer period of time. 

Streaming Licenses 
The business models of some case companies heavily rely on streaming licenses, which can become a 
success factor if they were obtained through exclusive partnerships. The comparison of Pandora’s and 
Spotify’s business model can be used as an example to explain the importance of exclusive streaming 
licenses. Although both services offer a similar music library, Spotify holds a competitive advantage due to 
being in direct negotiations with major labels. Pandora can only obtain statutory streaming licenses that 
come with restrictions. Thus, the service is only allowed to stream music in certain countries and cannot 
offer features such as rewind, repeat or on-demand usage. Statutory licenses are the industry’s standard 
type of licenses that can effortlessly acquired by any rivals. The recent activities of Apple indicate how 
valuable exclusive licenses are as a barrier to entry. Due to the reason that the company will launch its own 
music streaming service ‘Beats’ this year, Apple is trying with considerable power to convince the music 
labels to stop renewing Spotify’s licensing deals (Singleton 2015). Such business practices of rivals are just 
another hint that exclusive streaming licenses can in some cases be vital to achieve long-term success. 
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Platform Technology and Infrastructure 
The platform technology of all case study firms is exceptional in its architecture and it requires 
competences and resources to manage, develop and deploy such a system, which are difficult and costly to 
imitate. In addition, nearly all analyzed services are in the course of building their own CDNs. The 
competitive advantage lies in lowering congestion charges from ISPs and the complexity involved in 
ensuring QoS and meeting the consumer expectation. The sophisticated bandwidth management will put 
most competitors off resulting in a superior performance. Apart from that, two services hold a special 
position resulting in a sustaining advantage. Twitch leverages from its incorporation into the Amazon 
ecosystem that helps the company to draw on server capacities to better scale its streaming service. 
YouTube similarly benefits from its merger with Google by being the preferentially displayed video 
service in Google’s search results. 

User Data 
The power of user data can be summarized in enabling personalization and building intelligence that can 
be sold to advertisers or used for acquiring or producing content based on user preferences and 
predictions. User data is unique to every platform and is, if collected, a success factor for all streaming 
services. Firms with insufficient historical user data will suffer under the cold start problem. Because the 
heart of recommender systems is that a machine learns from data, companies that lack in user information 
will not be able to offer a satisfying personalized experience and are therefore prone to fail. Consequently, 
establishing systems to gather user data is important to a firm’s success. 

Content Intelligence 
Having implemented a content intelligence system is the last sustaining success factor identified in the 
case study research. With the help of richer content metadata, platforms can utilize analytics to interpret 
and understand the performance of content and drive the acquisition or production of such. Spotify, 
Pandora and Netflix put tremendous efforts into building up on competences to create content 
intelligence. As an example, these services employ a large amount of personnel that manually micro-tag 
songs and films according to certain attributes. The goal behind these efforts is to develop databases that 
can be fed into the recommendation engine, which will then be able to make more accurate suggestions 
and thus improve the user experience. In this way, services that hold the competences and resources to 
develop such complex databases hold a competitive advantage in the industry. 

Personalized User Experience 
The increasing fragmentation of content and delivery sources poses a problem to the broad range of user 
types who are eager to find appealing content that suits their tastes. Many solutions rely on user efforts to 
initiate search and exploration processes, which however can easily overwhelm users due to their limited 
attention span and patience in navigating through large content archives. All case study firms provide a 
solution to this problem by offering a personalized user experience that helps users to effortlessly navigate 
through the long tail of content and discover new material. Although all services provide a customized 
experience, each user experience is unique in its way as it meets a specific demand in the market and 
builds upon resources and competences that are rare and difficult to imitate. The cases show that a 
personalized user experience can build significant competitive advantages by turning the platforms into a 
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destination for unified discovery that fundamentally changes how people consume video or audio content. 
Services that ignore to strive for the achievement of this success factor will have a disadvantage in 
attracting and retaining users. 

Mining and Leveraging User Data 
In order to offer a personalized experience, all case study firms deploy complex systems integrated in their 
platform technology that mine and leverage big data to make relevant suggestions to users. Such systems 
are powered by recommendation engines based on algorithms that learn from previous preferences of 
users (content-based filtering) or assume that users with similar tastes can serve as recommenders 
(collaborative filtering) (Lekakos, Charami, Caravelas 2009: 4). The difficulty is to build a model that is 
complex enough to achieve a high level of user satisfaction, but still works accurate and robust in order to 
reduce the chances of overfitting12 what eventually would cause a poor predictive performance. All 
analyzed streaming firms can claim a competitive advantage, compared to the overall industry, by 
possessing the rare and inimitable resources to deploy such a complex data mining system for their 
platforms.  

User Engagement 
User engagement can be defined in how often a user engages with a service or interacts with fellow users. 
Being able to drive a high level of user engagement can unlock long-term competitive advantages for 
streaming businesses because users that are engaged invest more time, attention and dedication into a 
service. The case studies revealed that the community-driven platforms SoundCloud, Twitch and 
YouTube perform exceptionally well in driving user engagement. This is largely attributed to the fact that 
these platforms are originally designed to evoke user interactions. By offering incentives that facilitate the 
production of UGC and providing tools and features that establish a direct feedback channel between 
users and creators, these platforms foster participation and increase interactions. As a result, users bond 
with the online services and are far less likely to switch platforms. Since loyalty is becoming a prime 
resource in regard to the fleeting attention of users, it is essential to design engaging experiences. Beyond 
that, all user engagement activities ultimately serve the overall goal to personalize the service and provide 
users with individual recommendations. 

User Acquisition 
Multi-sided platforms mainly lure users by offering a free service, which lowers the entry barriers and 
ensures that a potentially large user base is attracted. The community-driven platforms go a step further 
and offer users the incentive to monetize on their own produced content. Other commonly shared 
strategies include differentiation by price or partnering with ISPs and mobile carriers when entering new 
markets. YouTube and Netflix are identified as the only two services that hold a competitive advantage in 
acquiring users. Driven by YouTube’s incorporation into Google, it has never been easier to find and 
watch video content on the Internet. With the help of video indexing, YouTube’s content library is being 
inserted into the most powerful search engine on the Internet, which accelerates the user growth by 
directing users straight to the video platform. Netflix makes use of its exclusive licensing deals, but more 
                                                        
12 Overfitting can be described as an unnecessary increase in model complexity by using too many parameters that 

will model noise and reduce the forecasting ability (Cios 2007: 470). 
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importantly, produces original films and series that appeal to a broad audience and are made exclusively 
available on Netflix’ channels only. On these grounds, it can be argued that some acquisition approaches 
based on inimitable resources and competences can lead to a competitive advantage for streaming 
businesses. 

4.2.2 Success Factors necessary to remain competitive 

Diverse Content Inventory 
Offering a large and diverse content library is the industry standard. All case study firms demonstrated 
that content is a key asset to attract users. If a streaming service is not able to provide sufficient content it 
is likely to fail. Given the fact that compulsory licenses are becoming increasingly available and affordable, 
a diverse content inventory is not a differentiator anymore. 

Content Identification System 
Platforms that offer UGC face the challenge to educate users to prevent copyright infringements. 
Content identification systems become indispensable to detect potential breaches and take infringed 
material out of circulation before receiving lawsuits from rights holders. Community-driven platforms 
with UGC as their core asset must implement some sort of copyright protection to remain competitive. 

Multiple Revenue Streams 
Revenues from advertising sales are evidently not enough to make a viable streaming business. Most of 
the case companies rely on at least two separate revenue streams. The most profitable income source is 
recurring revenues from subscription fees. These can be even so significant that services like Netflix 
depend their business on subscribers only. Another approach was introduced by Twitch that implemented 
with individual channel subscriptions its third revenue stream, next to advertising fees and regular 
subscriptions. As a result of the various different revenue structures, it seems as all services are still in the 
course of finding the right revenue model that fits best. Whilst no other solution was found that might 
unlock a sustaining competitive advantage, it is advised to pursue a strategy that leads to the generation of 
multiple revenue streams. 

Tailored and Dynamic Ad Solutions 
The traditional way of inserting ads into TV and radio programming was to hardcode ads into content. 
With the media consumption shifting to on-demand usage, this method becomes rather problematic. 
Advertising campaigns are getting stale and outdated, especially time-sensitive promotions like sales or 
new product releases (Sharma and Vranica 2013). In order to counteract this issue, some networks have to 
re-edit entire shows and swap in new ads when the program is offered on VOD services (Sharma and 
Vranica 2013). A more efficient solution is introduced with the dynamic ad insertion (DAI) technology. 
DAI allows content providers to automatically swap ads in and out of VOD content and target campaigns 
precisely to certain user segments on a national and local level. Among all analyzed streaming services that 
function as multi-sided platforms, DAI is the underlying technology used to generate advertising 
revenues. For the reason that the required technology and the partnerships with advertising platforms 
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such as Triton are not exclusive or difficult to copy, DAI seems to become an industry standard and is 
therefore necessary to implement in order to remain competitive in the market.  

Channel Expansion 
Channel expansion includes all activities to make the platform available on external channels. Common 
strategies include teaming up with manufacturers of consumer electronics or opening up the platform’s 
APIs. Since all analyzed streaming services pursue similar strategies, channel expansion is rather a 
necessary factor to implement. Only Pandora might hold a temporary advantage due to its early 
partnerships with major car brands. However, also other services, among those Spotify, make their way 
into cars, which seems to rather become a necessity for audio streaming businesses than a differentiator. 

Platform Development 
The case study revealed that platform development is a crucial activity for all services to scale the business 
in the light of increasing competition. Efforts are spent into improving the streaming capacities and 
offering new features to stay on the same level with the competition. Platform development can therefore 
not be considered a success factor leading to a superior position, but rather as an essential activity carried 
out to compete in the head-to-head race. 

Extensive Customer Relationships 
Deploying a variety of customer relationship types is the industry standard in order to address all different 
kinds of customer needs. YouTube is the only service that stands out by utilizing its own video channels 
when giving customer support, which is a unique approach compared to other services. All in all, this 
success factor seems to be balanced out but remains a necessity to be able to compete. 

Integration with social media 
A close integration into the value chain of social media network is crucial for streaming services to 
enhance the user experience. Many firms exploit features like a Facebook-login or the easy sharing of 
songs or videos, which drives user engagement and might bring in a new audience. SoundCloud is the 
only case study firm whose player is natively built-in Twitter’s Audio Card feature. But also other services 
make use of embed players to spread their content through social networks. The integration with social 
media is an important success factor but unlikely to achieve sustaining competitive advantages. 

4.2.3 Conclusions 

In total, 21 success factors were identified with the help of the VRIO analysis and show a varying 
potential to achieve long-term business success. The findings indicate that a greater potential for 
achieving superior performance might lie in the resources of a streaming business than in the 
competences. However, some factors are interrelated with each other and should therefore not be treated 
separately. For instance, the resource ‘user data’ alone is not valuable if a firm is not able to mine and 
make use of the data. The following chart (Tab. 7) gives an overview of all identified factors and their 
likeliness to contribute to the creation of competitive advantages. Although all listed factors are crucial for 
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a streaming firm to operate, the study suggests that only 14 out of 21 factors can potentially lead to a 
competitive edge as a consequence of a gradually maturing industry. 
Potential for generating competitive advantages Streaming Service 
Success factors attributed to resources 
Brand  ✓ 
Engineering culture ✓ 

User-generated content ✓ 

Original content  ✓ 

Diverse content inventory ✕ 
Partnerships with content providers ✓ 

Streaming licenses ✓ 

Platform technology and infrastructure ✓ 

User data ✓ 

Content intelligence ✓ 

Content identification system ✕ 
Multiple revenue streams ✕ 

Success factors attributed to competences 
Personalized user experience ✓ 

Mining and leveraging user data ✓ 

User engagement ✓ 
User acquisition ✓ 
Tailored and dynamic ad solutions ✕ 
Channel expansion ✕ 
Platform development ✕ 

Extensive customer relationships ✕ 
Integration with social media ✕ 

Tab. 7: Overview of Success Factors of an Online Streaming Business 

The next step is to analyze if the identified success factors have the same impact on the podcast industry. 

4.3 Success Factor Applicability to the Podcast Industry 

This chapter will present and discuss the results of the six expert interviews. The participants were asked 
to name resources and competences, which they believe would lead a podcast streaming service to long-
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term success. The responses are categorized and matched according to the previously identified success 
factors of online streaming businesses, as the following table shows. 
Potential for generating competitive 
advantages 

CRO CTO HBD DC CEO OSM 

Success factors attributed to resources     
Brand  – – ✓ ✓ ✓ ✓ 

Engineering culture – ✓ – ✓ – ✓ 

User-generated content – ✕ ✕ – ✕ ✕ 

Original content  ✓ – ✓ ✓ ✓ ✓ 

Diverse content inventory ✕ ✕ ✕ ✕ ✕ ✕ 

Partnerships with content providers ✓ ✓ ✓ ✓ ✓ ✓ 

Streaming licenses ✕ ✓ ✓ ✓ ✓ ✓ 

Platform technology and infrastructure – ✓ ✓ ✓ ✓ ✓ 

User data ✓ ✓ ✓ ✓ ✓ ✓ 

Content intelligence – ✓ – ✓ ✓ – 

Content identification system – – – – – – 

Multiple revenue streams ✓ ✓ – – ✓ ✓ 

Success factors attributed to competences     
Personalized user experience ✓ ✓ ✓ ✓ ✓ – 

Mining and leveraging user data ✓ ✓ – ✓ ✓ – 

User engagement ✓ ✓ ✕ ✓ ✓ ✓ 

Tailored and dynamic ad solutions ✓ – – ✓ – – 

Channel expansion ✓ ✓ ✓ ✓ ✓ – 

Platform development ✕ ✓ – ✓ ✓ – 

User acquisition ✕ – ✕ ✓ – ✕ 

Extensive customer relationships ✓ ✓ – – – – 

Integration with social media ✓ ✓ ✓ – ✓ ✓ 

Tab. 8: Success Factor Mentions by Interviewees 

Because of the semi-structure style of the interviews, two new factors occurred that were mentioned by 
multiple participants: PR/marketing and human resources. These new mentions are presented in Tab. 9. 

Legend 
– Success factor not mentioned 

 
✓Success factor affirmed 

 
✕Success factor negated 
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Potential for generating competitive 
advantages 

CRO CTO HBD DC CEO OSM 

New Factors     
PR and Marketing  ✓ – – ✓ ✓ – 

Human Resources ✓ ✓ ✓ ✓ – ✓ 

Tab. 9: New Success Factor Mentions by Interviewees 

The ongoing chapters will summarize the main findings of the interviews and provide clear reasoning 
which success factors are applicable to a podcast streaming service. For each factor, similarities and 
differences will be examined to determine characteristics that are presumed as special to a podcast 
streaming business. 

4.3.1 Applicable Success Factors 

Brand 
With reference to the comparative case study, a renowned brand is regarded a driver of success and 
differentiation. The interviews revealed that the majority of the respondents share the opinion that brands 
can play an important role in the podcast industry. As an example, the HBD believes that a podcast 
streaming requires a strong brand for “execution and scaling the company”. He reasons that a brand is 
especially of great value for attracting users, hiring podcasters or acquiring investors – similar benefits that 
were already discovered in the case study research. Four out of six interviewees state, that there is no such 
brand existing in the podcast industry at the moment. A reason for that might be the lack in 
differentiation and trust, according to the CEO. Since all podcast services “offer the same content on the 
same terms”, users “see no advantage in using one over the other”, which decreases the brand loyalty 
(CEO). Nonetheless, some experts cannot deny the monopolistic position of one player. Both the DC 
and OSM mention ‘iTunes’ as the only service that holds a large market share and thereby gained great 
brand popularity. The DC, however, emphasizes on the fact that iTunes is not associated with podcasting 
alone and that the brand is limited to being “a [distribution] platform [that] has no design to monetize or 
offer further the podcasting environment”. As a result of this, the DC believes that there is an “open 
opportunity” to unlock competitive advantages at the moment, if one service can claim to “be that brand 
that people think of immediately when you talk about podcasting.” In accordance to that, also the CEO 
sees a great potential in gaining a competitive edge by establishing a strong podcasting brand. However, 
in his opinion it is highly dependent on the further evolution of the medium and on new developments 
towards content licensing: “[There is] really not a lot of differentiation. I think that is going to come 
when the content becomes exclusive. Then, that war will begin” (CEO). Due to the fact that the podcast 
industry is quite young, the opportunity for a service to build a brand that is used synonymously with 
podcasting is high and very attractive. Streaming services that focuses on reaching that goal might be able 
to gain a competitive advantage. 
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Engineering Culture 
The interviews partly confirm the results of the case study research. Three out of six experts support the 
assumption that the company’s engineering culture plays a central role for a streaming company to achieve 
long-term success. According to the DC, the engineering culture is even “one of the most important 
success factors” at all. He further argues: “Without a good engineering culture you are never going to 
learn, or grow, or develop so smartly as a business” (DC). The CTO agrees with this notion and 
emphasizes on the importance of having a team with the right “competences and skills” to build a 
platform that is “as complex and as functional” as the firm needs it. Additional components of a winning 
engineering culture are the implementation of iteration processes in order to move quickly in a dynamic 
market and having “the vision to build the best software in the world” (CTO). The experts also consider 
the autonomy of the tech department as crucial for a company to operate successfully. For instance, the 
CTO confirms that at Acast the “management tries to get out of the way and let people do what they 
love”. With that, creative freedom is assured when solving programming tasks. Furthermore, the DC 
emphasizes the importance that other departments need to have “faith in the engineering team” in order 
to being able to deliver as promised. This can only be achieved, if the engineers are given the 
responsibility to actively shape the vision of the company (DC). 

Original Content 
Five out of six interviewees mention original content as a source of generating competitive advantages. 
The rationale is similar to the one detected in the case studies. According to the experts, original content 
has the power to attract and retain listeners. In the words of the CRO, original content can create a “USP 
[unique selling proposition] to actually move people across to our platform.” The DC refers to it as a 
“differential” that will give listeners “a reason to use us over and above other existing podcast catchers.” 
Beyond its ability to acquire users, the HBD mentions that original content can raise the overall quality of 
podcasts, when they are produced as “theater-of-the-mind” audio. He thereby refers to a way of 
storytelling that will fascinate consumers and increase their willingness to pay for podcasts. Undoubtedly, 
the interviews confirm that original content is a potential success factor for a podcast streaming business.  

Diverse Content Inventory 
Offering a diverse content inventory is equally a necessity for a video, music or podcast streaming service 
as bot the case studies and the interviews show. However, its effect to yield superior performance can be 
negated. By stating that podcasts are an “open, free format at the moment”, the CTO calls attention to 
the fact that any platform provider can stream podcasts. In regards to that, the CEO believes that it is 
highly important for a podcast streaming service to display all of the available content in the market to 
make sure that users “do not want to switch between different [platforms].” The CRO calls it even a 
“basic that is easy for anyone” to achieve. All in all, the OSM notes that a diverse content inventory is 
“crucial […] to bring people in” but not a competitive advantage “that would win the war.”  

Partnership with Content Providers 
All interviewed experts agree that ‘partnerships with content providers’ is a key factor for sustaining 
business success. During the discussions, the interviewees mentioned several benefits that are associated 
with partnership deals. Firstly, the DC and CTO name the ability to monetize content. Unlike Spotify or 
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Netflix, podcast services can pull in content without signing any deals with the content owners. For a 
commercial usage, however, “partnerships with existing content providers are vital” (DC). Secondly, the 
HBC and CEO share the opinion that media houses create “professionally produced” content that is, due 
to the inherent competences and resources, in most cases of higher quality than productions by 
“independent podcasters”. Besides “great content”, the CRO emphasizes that media houses “also bring in 
trust”. He exemplifies that if a service teams up with a renowned media brand it can have positive effects 
for the service so that users and other potential partners are more willing to engage with the platform. 
These so-called spillover effects are also mentioned by the DC as highly beneficial as marketing and 
publicity from media houses result in high brand awareness and can drive “some of their […] highly 
engaged audiences over to our platform”. As a conclusion, strategic partnerships are seen as a success 
factor in the podcast industry.  

Streaming licenses 
In the film and music industry, streaming licenses are the central focus of competition. Securing 
exclusivity of content is thereby one of the main strategies to attract consumers. Five out of six 
interviewees affirm that the importance of streaming licenses also applies to a podcast streaming business. 
The CTO states that obtaining licensing from content creators is the key to monetize content. But 
eventually, the greater goal lies in owning “exclusive content that is only accessible through our platform”. 
In accordance to that, the DC talks about maintaining a balance where “you want existing shows to go far 
and wide as possible but you also want that audience to be sticking to your app and your environment. So 
you have to start offering content that is exclusive.” Although the HBD and CEO agree with this notion, 
they spotlight the high costs that are involved in securing exclusive licensing deals. The CEO, for 
instance, forecasts that the more mainstream podcasting becomes, the more expensive it will be to acquire 
content. He assumes that in the near future, the podcast industry will face “the same kind of rights issue 
that TV, music and film” have today. Overall, the interviews show that the value of streaming licenses 
cannot be underestimated and ownership of such licenses might decide whether a podcasting streaming 
business can succeed in the future or not. 

Platform technology and infrastructure 
Unique and complex tech systems including the backend infrastructure were mentioned by five 
interviewees as highly important factors to drive long-term business success. The DC gives hereby to 
understand that a podcast streaming service needs to pursue an end-to-end approach and offer hosting, 
distribution, ads and monetization in one platform to “dominate this business”. The CEO agrees and 
names it a “competitive advantage” to have a “one-stop-shop” solution that serves all stakeholders in the 
industry. By that, the CEO means the ability to simultaneously offer listeners a personalized experience, 
creators a way of earning money and advertisers the ability to target ads. In order to achieve this, both the 
OSM and the CTO claim that a service needs to have an underlying technology that is “more complex 
than any competitor in the podcast industry” (CTO) could build it. By providing a platform technology 
that is able to combine all functionalities that current players in the industry are specializing on, a 
streaming service could possibly outpace all rivals at once.  
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User data 
In the light of the problematic conflict between a lack of user data and an urge to monetize podcasts, 
services that own data about listeners and their behaviors are in the unique position to offer targeted ad 
solutions and monetize on the content. The DC describes it as follows: 

“Anybody can create a kind of a pocket catcher that catches and streams various podcasts. 
What they cannot do without hosting those is having any real valuable data on how people are 
consuming those shows, and they do not have the ability to monetize those shows. So for me, 
it is kind of fundamentally important and the barrier of entry. The most important part in this 
business is data.“ 

All other five participants agree with the importance of user data. The CRO refers to it as “a new 
currency” that is highly valuable for both content providers and advertisers. The CTO also touches upon 
the benefit of user data for podcasters and adds that information about listening behavior provides 
creators with necessary insights to produce better content. Apart from that, the CEO and HDB see user 
data as an enabler for offering recommendations and allowing users to discover new content.  

Content Intelligence 
Since, as of now, no podcast streaming service has implemented a complex algorithm that categorizes and 
recommends content, three out of five experts believe that a content intelligence system can generate a 
competitive advantage in the market. The DC puts it in a nutshell: 

“The more you can improve discovery and help people surface content without the need for 
them to search for it, the better and higher the competitive advantage you will have within the 
market. Because people are time poor and once they discovered a podcast that they like they 
become very loyal to it. So there is a real war on who can solve that problem first and fastest.“ 

In order to achieve a dominant position, both the CEO and DC mention the importance of having 
“human editors” that tag content and recommend it to users. Also the CTO agrees on that view, but adds 
the idea of making use of audio indexing. Already the case study revealed how valuable video indexing is 
for YouTube’s mission to become the user’s first destination when searching for videos. Audio indexing of 
podcasts could have the same positive effects for a streaming service when implemented in a search engine 
like Google or Bing. Moreover, the CTO believes that speech recognition technology will lead to more 
accurate recommendations when e.g. podcasts that are talking about similar topics are connected and then 
recommended on users. For these reasons, content intelligence serves as a success factor. 

Multiple Revenue Streams 
Four out of five participants think that unlocking multiple revenue streams will lead to a superior market 
position in the podcast industry. The CRO, for instance, believes that for “achieving a competitive 
advantage you need other models like to buy a certain episode without commercials, buy extra material, 
buy exclusive content”. Likewise, all other experts stress on the importance of including additional 
revenue sources besides sponsorships. The CEO and CTO state that the connection between podcasters 
and listeners plays a vital role in finding the right revenue model. In their opinion, podcast listeners show 
more loyalty than music listeners and are therefore more willing to support a particular podcaster, which 
opens up the opportunity for establishing subscriptions models. As the CRO states that “no podcast 
streaming business has multiple revenues today”, the chances to secure a dominant market position are 
given. 
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Personalized User Experience 
Almost all industry experts agree that offering a personalized user experience is the key to succeed as a 
podcast streaming platform. Since the podcast format is still based on RSS feeds the “experience 
perspective is outdated”, as stated by the CTO. As the format needs to evolve, the “most important part”, 
as explained by the CEO, “is to help people discover content that they like and did not know about – that 
is a good user experience.” The DC refers to the limited attention span of listeners and argues that “if you 
offer them a library with half a million podcasts, they are just going get blind and they will leave your app 
in a second. If you give them very quickly a personalized view on that library of content they will remain 
and they will start to explore it more.” Also the CRO mentions that, besides having a “nice, easy and 
simple product”, there is a need to develop a service that is “proactive”. Since no podcast platform has 
“figured out yet how to provide a great discovery for podcasts”, as stated by the CRO, an open 
opportunity lies in the market. 

Mining and Leveraging User Data 
Given the fact that gathering and analyzing user data is the cornerstone to provide a personalized user 
experience, four out of six experts mention it as a sustaining success factor. The CRO calls attention to 
implementing “algorithms that by time learn my behavior and taste”, which will in the end “make people 
use the app”. Both the CTO and CEO share this opinion and highlight the value of user-based 
recommendation systems to change the way users are listening to podcasts at the moment. The crux, 
however, according to the CTO, is “to find machine learning that is not overlearning” in order to avoid 
making false recommendations. Finding the balance for a system is “tricky” and “has not really been 
developed” yet. Thus, possessing the competences to perform this activity is considered a success factor. 

User Engagement 
The majority of the interviewees agree that driving user engagement can lead to long-term benefits. 
While the HDB and CEO note that user engagement will become increasingly important in the future, 
the CRO assures that “the only thing that adds value to the company are active users. This is how you 
really can measure a company’s success, especially in this industry.” Working for a radio broadcaster, the 
OSM draws attention to the lack of user engagement in the industry and agrees, “A platform that makes 
it possible to connect and engage with the listeners […] will probably have a higher degree of success.” 
The CTO claims that besides “sharing”, a direct connection between creators and users could potentially 
take podcasting to the next level: 

“Since it is really an intimate media – you have it in your ear and you hear the people speak 
their heart – it kind of feels like you know that person. This intimate relation is something that 
you can use if you move away from the one-way-communication to a two-way-
communication. That, potentially, could be a really interesting way of consuming podcasts – 
feeling like being a part of the actual show.“ 

Although the DC is rather skeptical about such a direct feedback channel, he believes that engagement is 
key to success and will organically happen on other platforms. 

Tailored and Dynamic Ad Solutions 
Both the CRO and DC classify the ability to offer dynamic ad insertions as a success factor. Since Acast 
makes use of this technology, the CRO explains its value as follows: “If you look at music industry like 



Analysis and Results  51 

Spotify, you can buy ads in various shapes and formats – that is nothing new. But in the podcast industry 
we have a unique offering. We don’t have any competitors.” In reference to that, the DC emphasizes on 
the advantage to being able to monetize the back catalogue. Dynamic ads will therefore tremendously 
increase revenues, as time-shifted viewing will presumably grow. Though it is a competitive advantage at 
the moment, the DC predicts that it will become a “necessity” in the future since “any business should 
have it”.  

Channel Expansion 
Since the podcast consumption is naturally disconnected from screen usage, the interviewed experts could 
think of only two channels that would lead to a dominant market position. The first channel was 
mentioned by the CTO who assumes that smart cars will drive podcast consumption: “For the next ten to 
fifteen years, podcasts in cars is a must.” The second enabler of sustaining competitive advantage appeared 
during the interviews with the DC, CEO and CRO. All of them concur that the greatest opportunity lies 
in a pre-installed application on Android phones. The DC puts it as follows: “If you can win that war and 
become the app that is pre-installed on android phones or the android operating system – you have won.” 

Platform Development 
Developing and maintaining a streaming platform is certainly a necessity. Both the OSM and CTO name 
it a basic function to being able to distribute podcasts. The CRO even states that “you don’t need all the 
cool features – a few key features done easily is almost enough.“ However, according to the CEO, CTO 
and DC, the biggest challenge is to develop a service that is able to operate as a one-stop-shop and handle 
hosting, distribution and monetization. The experts state that this is approach has not been pursued in 
the industry before and could lead to a dominant market position. Moreover, other cornerstones, such as 
offering a personalized user experience and with that developing a recommendation engine, have not been 
developed yet and could therefore possibly lead to a competitive advantage. 

User Acquisition 
According to the majority of experts, attracting a large base of listeners is key to sustaining success. The 
DC notes that having “a fundamentally better experience than all of the other podcast catchers” is the 
only way to move users to the platform. However, all experts are aligned with the idea that the overall 
number of listens matter, which opposes the notion that consumption should preferably happen on one 
platform. The HBD exemplifies that all listeners count, whether they happen on platforms like “iTunes, 
Stitcher or Acast”. As long as a service is able to monetize across different platforms, user acquisition 
strategies that aim to restrict usage to one platform could possibly hinder the successful operation of the 
firm. The OSM agrees with this view and stresses on the necessity to find a business model that is able to 
“embrace that people listen through different platforms”. He believes that listeners should not be forced 
to choose one platform over the other just because a service struggles to find the right revenue model. 

Extensive Customer Relationships 
Two out of six experts see great value in developing and maintaining relationships with different customer 
segments. For the CRO it is of high priority “to keep creators happy, inform them, train them.” He 
reasons that on the basis of close relations with podcasters, they could turn into “brand ambassadors” who 
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are willing to actively promote the platform and service. Further on, both the CRO and CTO mention a 
self-serving page for advertisers as the “optimal model” (CTO) for the industry in order to treat 
thousands of podcasts at the same time. Since self-service online ad solutions are a novelty in the podcast 
business, a potential opportunity lies in the industry. 

Integration with Social Media 
Almost all experts believe that the integration with social media platforms will drive traffic and should 
therefore be pursued in the future. As the CTO gives to understand, podcasts are not a social medium yet 
and the biggest podcasting hosts (radio stations) have failed to find a smart way to integrate with social 
media networks. Embedded web players that can be played across different social media channels are a 
solution to share podcasts and will evolve the format to a more social experience. The podcast service that 
is the first on leveraging these network effects will presumably gain a superior position, as already seen in 
the example of Spotify. 

4.3.2 Non-applicable Success Factors 

User-generated Content 
The previous research revealed that in some cases UGC is described as a driver for creating a community 
around a service and in that way contributes to the firm’s success. However, the findings from the semi-
structured interviews show that UGC seems to play only a minor role for a podcast streaming service. 
Although the CTO and OSM mainly agree with the opinion of the HBD, that in the future “everyone 
should be able to produce content”, they address different barriers that still hinder the emergence of user-
generated podcasts. As an example, the CTO gives to understand that podcasting is not a mainstream 
medium yet and thus the two groups of creators and listeners are still separated. When the time comes 
that podcasts gain wide popularity, the CTO projects that “more and more people that are consuming 
will start creating simple formats – short formats.” For this to happen, the process of producing podcasts 
needs to be simplified, as the OSM insinuates. Otherwise, as long as it is easier to record a video and 
upload it on platforms like YouTube, the OSM believes that “people would rather start a video channel 
than a podcast.” Although the experts could not identify UGC as a success factor for a podcast streaming 
business, its role to a firm’s success should be reassessed in the future. 

Content Identification System 
None of the interview participants mentioned ‘content identification system’ as a necessary success factor 
for the podcast industry. This can be explained with the fact that podcasts are a spoken-word format that 
at the moment does not require any statutory streaming licenses as in the music industry. 

4.3.3 New Success Factors 

PR and Marketing 
Two basic activities that are crucial for any type of business are public relations and marketing. Although 
this success factor slightly overlaps with the overall goal of ‘user acquisition’, it serves more functions than 
solely driving users to the platform and should therefore be placed on a higher level. PR is, according to 
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the CRO, of great importance to educate the market. Since podcast streaming is on the brink of 
achieving mass popularity, especially potential podcasters and advertisers need to understand the new 
possibilities. In terms of marketing, all activities that attract users are valuable and will increase the 
margins (CTO). Both the CTO and DC share the opinion that marketing activities will play a crucial 
role for a podcast streaming firm. A yet undiscovered differential is to involve signed podcasters to 
promote a service and bring their loyal listenership with them. 

Human Resources 
Another success factor that evolved during the interviews is ‘human resources’. The case study research 
including the VRIO analysis has some limitations and made it difficult to examine how firms evaluate 
their personnel. Having “the right people” (HBD) on board or being able to rely on “the right team with 
the right vision” (DC) are some examples that were mentioned by four of the experts. The CTO assures 
that at Acast “everyone is hired because they are truly great at what they do.” Putting the right people in 
place is, according to the HBD, “a huge puzzle to lay” and therefore a crucial task. In order to being able 
to achieve the company goals and to reach a dominant market position, a podcast streaming firms needs 
to employ personnel that is “proactive, self-going, top notch of the […] media industry” (CRO). The 
CRO concludes: “it’s all about people”, which emphasizes the importance of this success factor. 

4.3.4 Conclusions 

The results of the interviews suggest that similar rules apply for the podcast industry as for the music and 
video streaming industry, although with some necessary distinctions. The great amount of similarities can 
be explained with the fact that a successful streaming business model needs to follow certain patterns, 
regardless of whether video, music or spoken-word content is distributed and monetized. Success factors 
like ‘partnerships with content providers’, ‘user data’ or the ability to provide a ‘personalized user 
experience’ are some of the cornerstones that every streaming business model needs to implement in order 
to assure sustainable growth. 
The main differences that occur are mostly tied to the development stages of the industries. Because the 
video and music streaming industries show higher rates of maturity, potentials for achieving competitive 
advantages are more likely to be exhausted and rivals tend to perform on the same level. This is especially 
the case for success factors like ‘integration with social media’, ‘platform development’ or offering ‘tailored 
and dynamic ad solutions’. On the contrary, these factors could possibly generate competitive advantages 
in the podcast industry that will help a streaming business to move faster in the market than its rivals. 
Thus, the podcast industry has untapped opportunities for driving innovation and business growth. 
Timing and industry specific circumstances presumably influence the two non-applicable success factors. 
At the moment, content identification systems, which are crucial for the music streaming industry to 
ensure copyright protection, seem unnecessary for a podcast streaming firm since copyright breaches by 
users are less likely to arise. User-generated content, on the other hand, might potentially become relevant 
for podcast businesses in the future. The industry experts projected, however, that it would take some 
time until the format evolves to a mainstream medium, if the market growth remains steady.  
A comparison of the success factor presence is graphically displayed in Tab. 10. The chart reflects the 
research outcome and merges all findings into one graph. The contrasting juxtaposition of the success 
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factors provides an indication which characteristics are more significant in a streaming or podcast service. 
Potential for generating competitive advantages Streaming Service Podcast Service 
Success factors attributed to resources 
Brand  ✓ ✓ 
Engineering culture ✓ ✓ 

User-generated content ✓ ✕ 

Original content  ✓ ✓ 

Diverse content inventory ✕ ✕ 
Partnerships with content providers ✓ ✓ 

Streaming licenses ✓ ✓ 

Platform technology and infrastructure ✓ ✓ 

User data ✓ ✓ 

Content intelligence ✓ ✓ 

Content identification system ✕ ✕ 
Multiple revenue streams ✕ ✓ 

Success factors attributed to competences 
Personalized user experience ✓ ✓ 

Mining and leveraging user data ✓ ✓ 

User engagement ✓ ✓ 
Tailored and dynamic ad solutions ✕ ✓ 

Channel expansion ✕ ✓ 

Platform development ✕ ✓ 

User acquisition ✓ ✕ 

Extensive customer relationships ✕ ✓ 
Integration with social media ✕ ✓ 

New factors   

PR & Marketing – ✓ 

Human Resources – ✓ 

Tab. 10: Success Factor Comparison 

Based on an exhaustive analysis consisting of three interdependent parts, a business model proposal for a 
podcast streaming service is presented in the following chapter. The paper will continue the practical 
approach and utilize the business model canvas as a framework to sketch the suggested model. 
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5 Business Model Proposal for a Podcast Streaming 
Service 

Following the conclusions of the industry experts, the drafted podcast streaming business (Fig. 10) is 
designed to function as a one-stop-shop that combines several business models in one solution: hosting, 
distribution and monetization are carried out at the same time. In order to accomplish this complex task, 
the business model needs to follow the patterns of a multi-sided platform and serve several customer 
segments simultaneously. 

 
Fig. 10: Business Model Canvas for a Podcast Streaming Service 

Customer Segments and Value Proposition 
The first customer segment consists of listeners who are looking for an easy way to discover new podcasts 
and share their favorite episodes with their peers. The service therefore needs to provide a ‘personalized 
user experience’ that enables a discovery based on recommendations and offers features that simplifies the 
process of sharing podcasts. As both the market data and the insights from the expert interviews showed, 
podcast listeners are highly loyal and financially supportive, which opens up the possibility to directly 
charge some of the users. Taking this into account, an optimal monetization strategy could possibly be 
achieved with a freemium model. Adopted from the streaming industry, the concept of freemium would 
enable a free usage of the service for a large amount of listeners who in turn are exposed to ads. At the 
same time, heavy users, who are willing to pay for an ad-free version with additional perks or simply want 
to support their favorite podcaster, could sign up to a channel-based subscription plan. The case study of 
Twitch serves as a proof of concept and strengthens the hypothesis that single channel subscriptions are 
accepted by users. The similarities between the hype for pro gamers and podcasters are striking. 
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Because advertising is a crucial component of the business model to subsidize the free usage, the second 
customer segment comprises advertising agencies and media buying companies that buy advertising space 
for exposure. What is known as a standard in the streaming industry is an innovation for a podcast 
streaming service: the ability to dynamically serve ads and sponsorships across multiple platforms. DAI 
allows multiple targeting options that gives advertisers the great opportunity to effectively reach a defined 
target group while the podcast service is able to charge higher CPM rates – a win-win situation for both 
parties involved.  
The third customer segment consists of content creators, namely podcasters, media houses and publishers 
that seek a simple solution to distribute their podcasts to a large audience and monetize their content. As 
this customer segment provides the key resource ‘podcasts’ it is also considered as the most important ‘key 
partner’. 

Customer Relationships 
Managing the relations with all customer segments requires an extensive customer relationship strategy. 
As learned from the case studies, different approaches should be pursued for each segment. However if 
possible, automation or self-serving processes should be implemented in order to keep costs low while 
being able to serve a greater amount of customers at the same time. Users, for instance, can mostly be 
addressed with automation processes as long as they appear to be personalized. Likewise, advertisers 
should be able to buy ad space through a self-serving platform. A streamlined onboarding process will 
simplify the procedure for content creators to join the platform. Exceptions may apply, especially if 
personal assistance is needed, such as providing tech support to users or managing high-level ad clients or 
key partners.  

Key Partners 
Since content is one of the most important key resources to a podcast streaming business, a close 
partnerships with content providers is crucial for the business. This group of partners consists of big 
broadcasters to media houses, brands and independent podcasters. Other key partners, apart from content 
creators, are advertising platforms such as Triton or DoubleClick that automatically serve ads and provide 
accredited user metrics, which is vital to sell advertising space to media buying companies. Partnerships 
with social media networks like Facebook or Twitter are equally crucial for a podcast streaming service as 
they function as a channel extension to reach additional listeners. A deep integration with those platforms 
will enable users to share their favorite podcasts and eventually lift up the format to a more social 
experience. Another potential lies in partnering with search engines like Google, Bing or Yahoo. 
Becoming the preferred service that is displayed in search results is a competitive advantage and will help 
the business to achieve a dominant market position. The last group of key partners was highlighted 
during the expert interviews: mobile carriers or original equipment manufacturers (OEM). Establishing 
strong ties with these partners should pursue the goal to reach a pre-installation of the platform app on 
multiple mobile devices. This will enable the service to become the first-choice destination for discovering 
podcasts among Android users and will accelerate the platform growth.  
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Channels 
As part of the strategy to pursue ubiquitous presence on mobile and desktop devices, the podcast 
streaming service should embrace all other distribution platforms like iTunes or Stitcher and feed content 
to their channels. The use of embeddable players will ensure a seamless integrated with social media 
networks and external channels of content partners to enable social sharing and evolve the format. 
Because smart cars will change how people consume entertainment while commuting, it is inevitable to 
provide a solution that effortless connects the service with in-car entertainment system.  

Key Resources 
In order for the service to match podcasters with listeners and advertisers, a complex platform technology 
needs to be in place that carries out all functionalities smoothly and simultaneously. Developing, 
deploying and managing such a sophisticated system demands the right competences and an engineering 
culture, where great responsibility is assigned to the development department. 
Since the only way to monetize content is to be in business with the core creators, streaming licenses are a 
key asset that needs to be acquired. Considering its potential to unlock competitive advantages, the 
achievement of exclusive licensing agreements should be pursued with every deal. However, as the 
industry experts warned during the discussions, price wars over streaming licenses will become the basis of 
competition in the near future. For the reasons to reduce the dependency on content creators and prepare 
against competitive forces, a podcast streaming service should engage in the production of original 
content. The potential of original productions to contribute to long-term success of streaming businesses 
has already been reviewed in the case studies and was mentioned in the interviews so that it is assumed a 
key resource for any podcast streaming platform. 
The foundations for providing recommendations and creating a personalized user experience are 
databases containing user data and content intelligence. The value of user data cannot be overemphasized 
in an industry that lacks in sufficient metrics. User data is the lure that attracts advertisers and the heart of 
any recommender system that uses collaborative filtering to find similarities between users. Content 
intelligence systems enable a firm to analyze the large volume of podcasts and understand the 
performance of content and preferences of users. Ideally, such systems allow making more accurate 
suggestions and assist in forecasting the success of new publishes. 
The last key resource that bears equal importance is human resources. A podcast streaming business 
requires, as any other streaming business, exceptionally skilled and qualified personnel in all departments, 
from operational staff in sales, content, engineering and PR to the middle and top management. In 
addition to that, great value is created by employees that ensure a steady flow of information and 
knowledge between different parts inside the organization. 

Key Activities 
Great effort should be placed into acquiring content, which means signing licensing agreements with 
content providers and further developing and managing these relationships to create successful 
commercial partnerships. Content acquisition activities should also include all actions to identify talent 
and recruit new creators in order to help the industry grow and meet the increasing demands of listeners. 
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Offering media buying companies access to an untapped market by selling dynamic ads and dynamic 
sponsorships in podcasts unlocks a revenue channel and is a key activity to a podcast streaming business. 
All operations towards advertisers also need to encompass the delivery of user metrics, support in creative 
direction and the ability to target ads. 
In order to drive results for advertisers and to provide listeners with a discovery experience, a podcast 
service needs to deploy the complex task of mining and leveraging big data including user information, 
consumption behaviors and intelligence around content. This can only be achieved by developing a 
recommendation engine that incorporates both machine learning (content-based and collaborative 
filtering) and human curation (tagging of content according to certain attributes). 
The business model proposes that a successful execution requires continuous platform development and 
management. Especially in the beginning of the operations, core functions such as designing, 
programming and developing technologies and the infrastructure consume significant resources. 
However, these tasks are vital to build the streaming service and will decide about its scalability. 
The key activity ‘PR and marketing’ was identified by the experts and should therefore be part of the 
business model. Due to the emergent state of the industry, the activities should concentrate on educating 
the market and presenting the new solution with all its benefits and potential. The long-term goal is to 
build and establish a renowned brand that will be used synonymously for podcasting in the future. 

Cost Structure 
The two major cost drivers of the business model are hosting and streaming costs as well as licensing fees 
or revenue payouts to content providers. Since these cost positions are variable, they will increase with 
scale and growth. In order to optimize the cost/income ratio, it is suggested to partly outsource or 
automate the ad sales process. Fixed costs are assumed to occur for salaries, offices and servers, which are 
more controllable and incrementally increase over time. 

Revenue Streams 
The presented business model combines the strengths of a multi-sided platform with a freemium pricing 
strategy to generate multiple revenue streams. The free offering including the personalized user 
experience will generate high platform traffic while simultaneously increasing attractiveness to advertisers 
that are willing to pay for tailored ads. Advertising fees are allocated by placing dynamic ad spots and 
dynamic sponsorships as pre-, mid- and post-rolls in current episodes as well as in the back catalogue. 
The second revenue stream is created by channel subscriptions when premium users are willing to pay a 
monthly fee for additional features. Referring back to the insights of the case studies, benefits that might 
convert free users into subscribers are e.g. an ad-free version of the podcast, exclusive content, or earlier 
access. Since this is based on assumptions and not grounded by research, it is up to the podcast streaming 
service to find the optimal balance by tweaking the offer until a high conversation rate is achieved. 
Regardless of the aforementioned benefits, there is a slight chance that the mere opportunity to directly 
support a podcaster might motivate some of the users considering that donations to podcasters are quite 
common in the industry. Other potential revenue streams for the service arise with licensing and hosting 
fees. Original content, for instance, can be licensed and distributed on other platforms; or, companies that 
produce podcasts as part of their brand-building effort can be charged with recurring hosting fees. 
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6 Conclusions 

This study was set out to explore what type of business model could possibly lead a podcast streaming 
service to long-term success. The impetus for this research project was given by the start-up Acast, a 
podcast platform in the course of finding a scalable approach to launch its operations globally. This 
project was carried out under supervision of the firm and sought to identify success factors of online 
streaming businesses that could be applied at a podcast streaming service like Acast. 
In order to achieve the goal of the study and create new knowledge on the topic, various research methods 
were undertaken. The following chapters will revise the research questions and methods and summarize 
the main findings. Finally, the last two chapters will discuss the limitations of the study that were 
encountered during the research process and give directions for future research. 

6.1 Research questions revisited 

The overall research question of the study was to find out what factors will make an online streaming firm 
succeed in the podcast industry. The general theoretical literature as well as the market and industry data 
on this subject, specifically in the context of podcast businesses, are inconclusive and could not provide 
sufficient insights to pose an answer. Instead, the lack of knowledge raised several more questions, which 
structured the research approach respectively into three empirical chapters. This section will synthesize 
the empirical findings and answer the study’s research questions. 

What are characteristics of successful online streaming businesses? 
The first question sought to examine the lessons learned from already successful players in the streaming 
industry. Six cases were selected based on pre-defined success criteria and examined with the help of the 
business model canvas. The documentation process revealed similarities and differences in the business 
model design, which resulted in a list of 21 success factors that can be attributed to the resources and 
competences of a streaming firm. The ensuing analysis utilizing the VRIO framework evaluated their 
potential to generate competitive advantages. 14 success factors were highlighted and classified as being 
able to unlock a superior performance.  
The main findings suggest that especially intangible assets such as a diverse content portfolio, licensing 
agreements and content partnerships are vital for a firm’s success. At the same time, the study confirms 
the view posed by recent literature that an aggregation of content or exclusive licenses alone cannot lead 
to a dominant market position. Instead, it proposes that a set of different factors need to work seamlessly 
together. Given the fact that most case study firms function as a multi-sided platform, the key resource 
that ensures that value is delivered concurrently to several customer segments is the underlying ‘platform 
technology and infrastructure’. But even before value is delivered, streaming firms need to participate in 
value creation processes. One of the success factors that were identified among all case studies is a 
personalized user experience. By providing the means to guide and navigate users through the 
overwhelming amount of content and help them to discover relevant content through recommendations, 
streaming firms are able to attract, engage and retain users. Crucial components that contribute to this 
key activity are ‘mining and leveraging user data’ as well as gathering and analyzing ‘content intelligence’ 
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that are fed into recommender systems. The study also comes to the conclusion that ‘original content’ 
and/or ‘user-generated content’ are key drivers that allure and engage users in a highly competitive 
market. Several cases show that user growth and loyalty can be influenced by the type of content offered, 
and are likely to increase the more unique and inimitable the presented content is. Since engaged users are 
willing to spend more time on a platform, activities such as social sharing or offering a direct feedback 
channel between creator and consumer are factors that could conduce to a firm’s overall success. Assets 
that are more difficult to implement, as they need to evolve over time, are the ‘brand’ value and the 
cultivated ‘engineering culture’ of a streaming business. The findings assume that a trusted service and 
high empowerment of the engineering department will potentially secure long-term advantages. 
Although the other 8 success factors are unlikely to create a competitive edge, they are still regarded as 
necessary for a streaming firm to operate in the industry. For instance, success factors such as ‘diverse 
content inventory’, ‘multiple revenue streams, ‘extensive customer relationships’ or ‘integration with social 
media’ are likely to be replicated and cause a low barrier of entry, however, in many cases they are an 
essential part of the business model and therefore cannot be left out. 
All in all, the presented list of success factors is an original attempt to identify the characteristics of 
successful online streaming businesses and could serve as a starting point for start-ups or running firms to 
determine if all factors were taken into consideration when building or operating a streaming business. 

Are the identified success factors applicable to the podcast industry? 
Based on the identified characteristics, the study sought to find out whether these success factors are 
applicable to the podcast industry or if other factors might occur. In order to investigate this research 
question, six semi-structured interviews were conducted with industry experts.  
The findings indicate that a podcast streaming service has to develop similar characteristics and build its 
business on a similar set of resources and competences as other online streaming services in order to be 
successful. Despite the distinctiveness of the podcast industry the majority of success factors remain valid 
for all streaming firms. Differences apply for some factors as they show a greater potential for achieving a 
competitive edge in the podcast industry. Given the fact that the podcast industry is still in development 
stage, it holds more untapped opportunities that firms could leverage to their advantage than in the video 
or music streaming industry. Some of these unexploited resources and competences are ‘tailored and 
dynamic ad solutions’, ‘extensive customer relationships’ or ‘integration with social media’. As these 
factors are novelties in the podcast industry, firms should focus on realizing their potential. Great 
emphasis should also be placed on enabling new advertising possibilities through ‘mining and leveraging 
user data’. Until now, the podcast market lacks in valid data about listeners and their consumption 
behavior. A designated podcast platform could provide sufficient metrics to advertisers and increase 
attractiveness of the format. 
Another particularity that needs to be taken into account is the open format of podcasts. Since any 
podcast aggregator can harvest RSS feeds, the barriers of entry to set up a podcast streaming service are 
respectively lower. This puts a higher dependency on podcast services to close partnerships deals and 
obtain streaming licenses from content providers. Because of this reason, the interviewed experts 
anticipate that podcast licenses will become the competitive basis in the near future. A firm that is faster 
in securing those licensing deals will naturally rise to a more dominant market position than others. In 
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order to brace oneself against competition and to remain relevant in the industry, the findings suggest 
that a podcast service should expand into the production of ‘original content’. The benefits of original 
productions lie in the ability to attract users and to actively shape the market, if executed successfully.  
In terms of ‘user acquisition’, podcast services could pursue similar strategies as streaming platforms. This 
includes changing pricing models, restricting access or partnering with a search engine firm to get 
prominently displayed in search results. The study, however, identified that a restriction of access could 
have negative effects on a podcast platform. Especially one expert calls attention to the issue that making 
an initially free product exclusive could possibly deter listeners and podcasters, and thereby harm the 
business. Instead, the findings suggest that a podcast streaming service should utilize all distribution 
channels where listeners consume podcasts, while ensuring monetization for creators through ‘dynamic 
ads and sponsorships’. 
The only two success factors that were evaluated as non-applicable to the podcast industry are ‘user-
generated content’ and ‘content identification systems’. UGC can be neglected as a success factor, simply 
because the podcast format has not reached mainstream status yet. Its importance, however, should be 
revaluated when podcasting grows in popularity. Likewise, content identification systems seem 
unnecessary to implement, unless podcasts evolve to an exclusive medium that faces copyright breaches 
when illegally shared across the Internet. 
Two new success factors emerged in the course of the interviews. On the one hand, the experts drew 
attention to the important role of ‘PR and marketing’. The argumentation was based on the fact that the 
immature market needs to be educated and PR and marketing activities could help to accelerate its 
growth. On the other hand, the experts mentioned ‘human resources’ as crucial drivers of success, because 
a highly skilled and dedicated team will lead a firm to great results. 
Overall, the findings of the interviews propose that the basic framework that shapes an online streaming 
service can largely be applied to a podcast streaming service. The great differences lie in the fact that the 
podcast industry shows greater potential and attractiveness, as opportunities are not fully exploited yet. 
With that said, the study suggests that a podcast streaming service can achieve sustaining success by 
following the success factors of online streaming business while respecting the aforementioned 
distinctions. 
How could a successful business model for a podcast streaming service look like? 
The recommended business model in Chapter 5 incorporates the essence of the study’s findings. It is 
based on the business model canvas, which was used as the starting point of the analysis to deconstruct 
the success formula of online streaming businesses. Hence, this study makes a link from the empirical 
foundation to the development of a new business model for the podcast industry. 
The proposed business model for a podcast streaming service operates as a multi-sided platform that 
connects three distinct customer segments that are each served with different value propositions: listeners 
are offered a personalized user experience to discover new podcasts, creators receive the opportunity to 
monetize their content, and advertisers gain reach and exposure to an attractive but yet untapped market. 
In order to make the business model work, a streaming firm needs to possess a few key resources such as 
the ‘platform technology and infrastructure’ including DAI, ‘streaming licenses’ and ‘user data’. Key 
activities that need to be carried out are, for instance, selling ‘dynamic ads and sponsorships’, ‘acquiring 
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content’ and ‘mining and leveraging user data’. Furthermore, a great role comes to ‘partnerships with 
content providers’, social media firms and web search engines in order to being able to distribute the 
content through various platforms. The channel strategy should thereby follow an omni-channel 
approach with focus on reaching a pre-installation on Internet-connected mobile devices. As the market 
data and case studies suggest, the underlying revenue model should utilize the combination of both free 
and premium. Advertising fees will subsidize the free usage, whereas channel subscriptions could generate 
recurring revenue streams from a loyal base of listeners. 
In conclusion, the foregoing paragraphs demonstrated that the study is able to pose answers to the pre-
defined research questions and give recommendations to a podcast streaming firm. By examining the 
logic of several business models and providing a new perspective on what makes an online streaming 
business successful, this study makes a significant original contribution to the knowledge field. As a result 
of that, the findings are particularly relevant to managers and researchers that work in the fields of online 
streaming and business model development. 

6.2 Critique and Limitations 

As with all approaches of qualitative research, the results highly depend on the range and the sampling 
method of the different cases and experts. The sources of primary data were merely employees of the 
company Acast. The interviewees can be clearly identified as experts in their fields. However, acting in a 
certain context and being driven by personal beliefs, the interviewees probably cannot qualify as 
completely objective spectators of the industry. In order to counteract the bias of this study, an interview 
with an external industry expert was included as an additional source of qualitative data insights. 
Moreover, the limitation of reliable first-hand data limited the scope of the analysis. The development of 
success criteria for the case selection was highly dependent on primary and secondary sources. However, 
most of the required data sets were not disclosed to public, which made it impossible to apply already 
proven success criteria, such as the previously mentioned financial numbers, to this study. The lack of 
business insights forced the researcher to develop new success criteria. The development of new KPIs was 
based on secondary literature, which might contain potential sources of bias and therefore could have an 
effect on the conclusions of this study. And, although the newly defined success criteria made a 
comparison possible, the stringent disclosure policy of many companies still left some numbers open. 
Taking all of that into account, the case selection might have turned out differently considering if all data 
sets would have been available for the sampling procedure. 
In addition, the identified success factors were obtained by relying on secondary research. Although, the 
experts evaluated the success factors and were able to eliminate or add factors, their opinions and 
thoughts will stay subjective. While the list of success factors raises no claim to completeness, it provides 
an overview of potential success factors that will need further validation. Thus, the general validity of the 
study or the created business model proposal cannot be tested in this thesis, which leaves room for future 
research. 
Some limitations are related with the theoretical frameworks used to identify and assess strategic 
capabilities. Models are used to reduce complexity and generate understanding. However, during the 
simplification process information will get lost (Osberg, Biesta, Ciliers 2008). In particular, the BMC and 
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the VRIO framework exclude the external environment of businesses (Spinelli and McGowan 2014: 172), 
which might influence the competitive landscape in the future. 
Another point of critique relates to the type of study, which is cross-sectional. Despite the fact that this 
study tries to develop a sustainable business model leading to long-term success, it examines a particular 
phenomenon at a particular time and is therefore time constrained (Saunders, Lewis and Thornhill 2008: 
155). As the podcast industry is likely to change over time with the emergence of new technologies or 
market mechanisms, this study is not able to hold validity over a long time horizon. With that, the 
proposed business model will need continuous adjusting according to the dynamic environment while 
anticipating trends. Also the literature study suggested that business models are not inherently sustainable 
and need constant innovation, which raises the importance of business development processes. 
Lastly, the study cannot claim full practical applicability. Because the degree project has a research-
centered focus it cannot be interpreted as a hands-on guide that is applicable to all businesses in the 
podcast industry.  
However, despite all limitations and critique, the study makes an original contribution to the knowledge 
field by identifying the success formula of online streaming businesses and evaluating its applicability to 
the podcast industry. On these grounds, the presented success factors and the business model proposal 
can serve as a reference point for aspiring streaming businesses to sketch and design a business model that 
fits their own needs and situation. 

6.3 Further research 

This thesis studies characteristics of successful online streaming businesses and develops a business model 
for a podcast streaming service. Further work could include the validation of the in this study identified 
success factors. By utilizing quantitative methods, the extracted factors could be tested for general 
applicability. A survey with a representative sample of online streaming business could give valuable 
insights if the factors show variation depending on certain variables such as market situation or industry 
stage. In addition, it would be useful to examine the quantitative distribution of individual factors based 
on their significance in contributing to the success of a firm. It is possible that some factors have a higher 
impact on leading a firm to long-term success than others. 
Due to the fact that the study was conducted from a company’s point of view, future research could focus 
on investigating the role of the consumer. As the market data demonstrated, customer demand for a 
podcast streaming service does exist, however detailed insights are missing if podcasts can be monetized 
as music or films. Therefore, further studies could examine if listeners are willing to pay for such a service 
and if so, what offers would potentially trigger a purchase decisions. 
Considering that the podcast industry will evolve within the course over the next few years, new business 
models and services might emerge. Future research could try to detect if some of the success factors are 
implemented, or even, if prospective business models show similarities with the proposed solution in this 
study. 
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Appendix 1: Case Study 1: Spotify 

Spotify is a privately held audio-on-demand music streaming service that offers streaming of licensed 
music; founded in 2006 by Daniel Ek and Martin Lorentzon (Jakobsson 2014). The idea behind Spotify 
was not to sell music; it was to sell access to music in an easy and a legal way, which was the first serious 
initiative to strive against the piracy model in the music industry (Seabrook 2014). Nine years later, the 
small business grew into a global player for music streaming, challenging the conventions of the industry 
by introducing a new way of music consumption (Spotify Artists 2015). Spotify’s business model is worth 
examining, because it follows the more complex approach of a multi-sided platform model (Osterwalder 
and Pigneur 2010: 78). Multi-sided platforms function as intermediaries that create value by connecting 
distinct but interdependent groups of customers what increases the complexity (Osterwalder and Pigneur 
2013: 78). The key is that Spotify must attract and serve all groups simultaneously, which will ultimately 
lead to subsidize one customer segment (Osterwalder and Pigneur 2010: 78). Spotify manages this 
balancing act by combining two versions of a multi-sided platform into a freemium model. The 
advertising model ensures that a large base of music listeners can enjoy the service free of charge, 
subsidized by advertisers that pay for exposure to users. The subscription model unlocks the second revenue 
stream by offering unlimited access to a smaller amount of paying users, which keeps the basic version for 
free (Osterwalder and Pigneur 2010: 78). A more detailed explanation of how the interconnection works 
will be discussed in the next chapter, in which each single building block of the business model will be 
analyzed. 

A.1.1 Business Model Canvas 

Customer Segments 

Customer Segment 1: Music listeners 
Spotify’s first customer segment, music listeners, can be further divided into: free users and paying users. 
Both subsegments characterizes as having similar but varying needs and problems (Osterwalder and 
Pigneur 2010: 21). The largest subsegment consists of 60m free users, while a smaller subsegment of 15m 
premium users are receiving additional value for a set price. (Spotify Artists 2015). The importance of the 
subsegment of free users lies within its ability to attract the other customer segment: advertisers. In 
addition, the premium tier is responsible for heavily subsidizing the free usage by paying a premium price 
of $9.99. 

Customer Segment 2: Advertisers 
Advertisers are substantially interested in a growing user base of Customer Segment 1. The high traffic 
on the Spotify platform allows charging advertising fees for exposure to users, which makes the second 
customer segment important, as it subsidizes the free usage of the service (Spotify for Artists 2015). 
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Value Proposition 

Spotify’s value proposition can be divided into two parts according to the two different customer 
segments. 

Vale Proposition 1: Accessibility (user experience) 
The value created for music listeners lies in opportunity to legally access a vast amount of music for free or 
for a minimum monthly payment (Spotify 2015a). While all free users are exposed to commercials and 
have in most countries a limited listening time, paying users can listen without advertising breaks, offline, 
unlimited and in a higher sound quality (Spotify 2015a). In contrast to file sharing, Spotify’s solution is 
easier to access, more convenient and customizable. Features including the ability to create playlists, share 
songs, listen on-demand and offline or discover new artists and music genres (Spotify 2015a) are adding 
value to the user experience, which is Spotify’s key value proposition. 

Vale Proposition 2: Advertising channel and targeting options 
In the past, music used to be a cultural good that people were willing to pay for. With the digitization of 
content, music gained more the status of a commodity that opened new ways for its commercialization 
(Morris 2012). Spotify sensed that and started to provide advertisers with a new marketing channel to 
reach a mass market. With Spotify, advertisers have the opportunity to insert commercials at the 
beginning, in the end or in between music breaks and to target ads by user segments, regions and devices 
(Spotify for Brands 2015). 

Customer Relationships 

Spotify offers various types of relationships, depending on the situation and customer segment, which can 
range from little to personal assistance. For its music listeners, Spotify establishes contact in the following 
ways (Spotify 2015b): 

• Automated service: By setting up a user account, Spotify transfers tasks to the user, such as 
connecting the account with a Facebook profile to share music or the ability to create playlists. 
Information and news about the service or terms of conditions are usually sent out as automated 
notifications via E-Mail. 

• Self-service: The FAQ (Frequently Asked Questions) page is the first aid in case users need 
Spotify’s support. Here, users need to look for the right piece of information by themselves. 

• Community: Spotify launched its own Support Forum, which contains more detailed 
information. Users can actively post problems or take part in a discussion. In many cases the 
community solves problems by helping each other without Spotify’s involvement. 

• Personal assistance: The highest form of customer relation services sets in when all other forms 
cannot meet the guidance needed. Personal assistance is achieved when Spotify’s customer 
support answer individual E-Mails or entries in the Support Forum. 

• Co-creation: Spotify encourages its users to create playlists for public consumption. 
Advertisers are mainly addressed with self-service or personal assistance. Spotify dedicated a website for 
advertisers called ‘Spotify for Brands’, where they receive all necessary information about advertising 
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options as self-service (Spotify for Brands 2015). As soon as an advertiser is interested in buying ad space 
they can fill out a form to engage contact with the service. Spotify’s personal assistance will then take 
over, where sales representatives will guide through the whole process of buying ad space (Spotify for 
Brands 2015). 

Channels 

Spotify’s streaming service is available on a variety of channels lowering the switching costs for its user 
base, such as the following (Lunden 2013): 

• Desktop client: Windows, iOS, Chrome OS, Linux 
• Mobile application: Android, iOS, Windows Phone, Symbian Phone, BlackBerry OS 
• Web player 
• Sound systems: e.g. Bang & Olufsen, Bose etc. 
• Smart TVs: e.g. Sony, LG etc. 
• Smart Cars: e.g. Ford, Uber 
• Game consoles: Playstation 4 

Key Partnerships 

Labels and other right holders 
Research indicates that digital downloads were not able to compensate the worldwide decline in physical 
sales (Liebowitz 2008; Rob and Waldfogel 2006; Zentner 2006). The industry’s revenue decline from a 
peak of $27 billion in 1999 to $15 billion in 2013, caused a substantial loss for the music industry due to 
unauthorized downloads over the past 15 years (Seabrook 2014). This situation heavily affects creators of 
music (artists) and right holders (music labels). Especially music labels are of great importance for 
Spotify’s business model to work as they provide the service with audio content that accumulates to a 
large inventory of song titles; a key resource, responsible for attracting the first customer segment, the 
music listeners. Since the majors also hold equity in Spotify, close to 15 %, they are the strongest business 
partners for Spotify (Seabrook 2014).  

Facebook 
The close partnership with Facebook started in 2011, when users could only register to Spotify through 
their Facebook accounts (Dredge 2012). The result was that Spotify’s user base skyrocketed to 8.000 
paying users every day, a significantly faster growth rate than Netflix or Sirius XM had in 2012 (Carr 
2012). Spotify’s integration with Facebook was highly beneficial, because it added a direct link between a 
social network and the usage of Spotify, which improved the overall experience of the service. The ability 
to share songs and playlists among friends on Facebook triggered virality and network effects, which 
brought exposure to Spotify and, with the gained popularity, made its user base grow at a faster pace 
(Carr 2012).  

ISPs and carriers 
Spotify’s first major partnerships with ISPs were made with the Swedish telco companies 
Bredbandsbolaget and Telia (Van Buskirk 2009a). When entering the US, Spotify teamed up with the 
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domestic carrier ‘Sprint’ (Spotify Community 2014). The partnerships with ISPs and carriers are highly 
beneficial to Spotify as they help the service to attract either a new user group or to gradually convert 
users to paying subscribers (Van Buskirk 2009a). By partnering with mobile carriers globally, Spotify 
managed to make its mobile application the preferred listening channel of its users (Spotify for Brands 
2015).  

Digital measuring firms 
The digital audio measuring firm ‘Triton’ is Spotify’s key partner to track listening behavior and compare 
the accredited data with terrestrial usage. The great value lies behind the possibility to “give brands access 
to Spotify’s audiences at both a national and local level” (Triton 2014). 

Key Resources 

Content Inventory 
One of Spotify’s key resources is its large music inventory of over 30 million different music tracks 
(Spotify 2014). The inventory provides DRM restricted content from major record labels including 
Warner Music Group, Sony Music Entertainment, and Universal Music Group, as well as from indie 
labels and digital-music distributors. Spotify’s content inventory is heavily responsible for attracting the 
large user base of 60m active users (Spotify 2014). 

User data 
Spotify gathered a great amount of user data over the last years, which is an important component of its 
business model. The data consists mainly of the user’s listening behavior and private information such as 
demographics, bank details and music interests. With the help of its user data, Spotify is able to sell 
targeted ads or provide music recommendations (Palmer 2013). 

Licenses 
Spotify’s business model heavily relies on two types of licenses: compulsory licenses (for Spotify’s Radio 
feature) and negotiated licenses with the major labels (for Spotify’s AoD feature). The licenses allow 
Spotify to stream music and are essential to keep the service running. 

Culture 
Another core asset of Spotify is its engineering culture that follows the motto “Be autonomous, but don’t 
suboptimize” (Kniberg 2013). The culture is built around autonomous squads, which are cross-functional, 
self-organizing teams of usually less than 8 people, who have full responsibility for design, commit, 
deploy and maintenance operations (Kniberg 2013). Although each squad has its own mission, they are 
all aligned with the overarching product strategy and priorities of the company. This agile approach 
reducing dependencies and coordination supports Spotify’s growth and makes the company move fast in a 
dynamically changing market. 
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Key Activities 

Rights management and label relations 
The contracts between Spotify and the major labels are negotiated every three years and with that the 
royalty payouts are bargained as well (Seabrook 2014). The negotiations and relations with the right 
holders are essential to sustain Spotify’s business. The rights management is also a crucial part of Spotify’s 
expansion plans and business development, because new markets can only be entered if the licenses were 
negotiated. Spotify’s scalability depends highly on its relations to labels (Seabrook 2014). 

User acquisition 
Spotify’s user base grew within nine years from zero to 60 million active users (Ex. 7), which is faster than 
the growth rates of other popular streaming services (Carr 2012 and Spotify 2014). The fast growth of 
Spotify’s user base can partly be attributed to its user acquisition activities, which are a key part of 
Spotify’s business model. Pricing strategies (Ex. 8 and Ex. 9), partner deals and lowering switching costs 
attracted many new users to the service and helped to achieve a conversion rate of 20 % between free and 
paid users (Spotify 2014).  
Some of Spotify’s user acquisition strategies included (Gorby 2011 and Seabrook 2014): 

• Initially launching with an invite only policy for free users. 
• Commercials in the free tier; no ad-breaks in the premium tier (Spotify and Spotify ‘premium’) 
• Partnering with Facebook and linking access to Spotify to a Facebook account. 
• Limiting the free tier to playing time and personal computers only. 
• Launching Spotify ‘unlimited’, a free tier upgrade to abolish ads. 
• Introduce the possibility to store songs. 
• Launching the free tier on the mobile phone with shuffle and limiting playing time. 
• Offering a 30-day free trial period for the premium plan. 
• Partnering with ISPs and carriers for a bundling offer at a discounted rate. 
• Offering Spotify on multiple channels and devices, lowering switching costs for users. 
• Pursuing different pricing strategies depending on the market characteristics. 

User Engagement 
A great priority of Spotify’s activities is to let everyone discover music they like. Spotify has increased the 
engagement level by introducing several key features: the ability to save songs and to create personal 
playlists, featured playlists and personal radio stations. The over 1.5 billion playlists created by users are 
proof of Spotify’s successful move (Mishra 2015). All user engagement activities ultimately lead to the 
overall goal to personalize the service and provide listeners with individual music recommendations 
(Mishra 2015). 

Data mining 
User data is the key to offer a personalized service and a unique music discovery experience. Therefore, an 
essential activity for Spotify is to gather, process and analyze user data and make use of it. Spotify recently 
bought the start-up ‘The Echo Nest’, a music intelligence company focusing on synthesizing data points 
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and transforming it into musical understanding (Etherington 2014 and The Echo Nest 2015), which 
provides Spotify with the necessary intelligence to analyze user behavior patterns. 
Platform management and development 
The company started out using a peer-to-peer network that made the fast growth possible (Seabrook 
2014). Now, Spotify deploys a centralized architecture with over 5000 backend servers (Hertzog 2014) 
that need constant maintenance to keep the streams running. In order to achieve scalability a steady 
development of the platform is needed and therefore a key activity of Spotify. 

Cost Structure 

Spotify’s cost structure is divided into variable costs for royalty payouts, licensing fees as well as 
bandwidth costs, and fixed costs accounted for salaries, offices and servers (Gorby 2011). Spotify’s largest 
cost driver are royalty payouts (Ex. 10), which take a 70 % stake of Spotify’s revenues (Spotify 2014). 

Revenue Streams 

The firm’s revenue model is based on receiving subscription payments and advertising fees (Spotify for 
Artists 2015). The 15 million premium subscribers that pay a monthly fee of $9.99 generate 91 % of 
Spotify’s revenues, while the freemium tier of 60 million free users contribute just a small fraction 
(Dredge 2014a). 

A.1.2 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Spotify established a brand that is known by millions of music listeners creating value in attracting new 
and retaining current customers and partners. The popularity and the reputation of the brand has been 
developed over many years and is incorporated throughout all departments and activities within the 
company (Spotify 2015a). 

Partnerships with labels Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Strong ties with content providers enable Spotify to offer licensed music. Efforts and costs were invested 
into brokering and convincing the record firms making Spotify the only service that managed to establish 
direct agreements with all major labels. The deals were only possible because Spotify’s investment partner 
Sean Parker knew top-level executives in the industry, which is hard to replicate (Seabrook 2014). 
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Streaming licenses Yes Yes No – Temporary 
competitive 
advantage 

Since Spotify obtained direct permission from copyright owners, it holds partly exclusive rights to stream 
music on-demand, which is a rarity in the industry. However, the licensing deals need to get renewed 
every three to four years giving Spotify only a temporary advantage (Seabrook 2014). Competitors like 
SoundCloud or Pandora might have the chance to strike deals once Spotify’s the licensing agreements 
expire. 

Firm culture Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Spotify cultivates a firm culture that is especially distinct for carrying out engineering tasks. The unique 
approach of creating autonomous teams has been developed based on the company’s experiences, 
structures and specific needs (Henrik 2013). Although the complex internal linkages are mapped out, it 
would need the custom and practice built up over years to replicate that culture (Johnson et al. 2014: 78). 

Platform technology and infrastructure Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

With the growing demand, many firms have sprouted out offering music streaming services. However, 
Spotify’s complex platform technology and the competences to manage, develop and deploy such a system 
are difficult and costly to imitate. In addition, Spotify phased out its P2P network and acquired its own 
servers to build a centralized CDN, which keeps it one step ahead of the competition. 

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

The database containing user information is Spotify’s key resource to generate revenues from advertising 
sales and to offer a personalized service. Although it is a common practice to store user information, 
Spotify’s data set is rare because it is based on a unique constellation of information from over 60 million 
individual users, which cannot be fully replicated. 

Music intelligence Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Spotify acquired ‘The Echo Nest’, a music intelligence firm that built a database covering 2.680.446 
artists, 35.421.033 songs, and 1.168,22,555.673 data points about the relationships in between them. 
With that, Spotify sits on a pile of valuable data that can be matched with the gathered user data to 
provide a better user experience. 

Diverse content inventory Yes No – – Competitive parity 

A large and varied music library is valuable to attract users and can be replicated by obtaining statuary 
music licenses, although it might become costly with increasing streams.  
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Multiple revenue streams Yes No – – Competitive parity 

Like many other streaming firms, Spotify offers an ad-supported free tier and a subscription-based 
premier account. The complexity in setting up these two options is rather limited. 
 
    

Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Spotify incorporates the creation and sharing of playlists, as well as the discovery of new artists, all based 
on a complex system of leveraging user data and the platform technology, which makes the user experience 
distinct from other services and hard to imitate. 

Mining and leveraging user data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Spotify collects billions of user data bits and with the incorporated of the music intelligence firm, it holds 
the sustainable competitive advantage to developed an exceptional and complex set of algorithms to make 
sense of the data and provide better music recommendations. 

User acquisition Yes No – – Competitive parity 

Spotify attracts most of its users by offering a free service and partnering with ISPs and mobile carriers 
when entering new markets. However, the resources and competences needed to pursue such strategies are 
not rare or inimitable.  

User engagement Yes NO – – Competitive parity 

Spotify manages to offer a respectable set of social features that drive user engagement and positively 
affects the user experience (Martin 2015). Although Spotify has a high rate of users sharing and creating 
playlists, mostly due to a sleek user interface, other services implement same or similar features, which is 
therefore easily imitated. 

Tailored and dynamic ad solutions Yes No – – Competitive parity 

Spotify deploys its own ad server internally and employs sales staff in major markets (Maples cited in 
Aquino 2013). However, dynamic and tailored ads are also offered by other services. The IT infrastructure 
and partnerships with advertising platforms and media buying companies are not exclusive and therefore 
imitable. 
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Channel expansion Yes No – – Competitive parity 

All efforts to make the Spotify available on as many platforms as possible are valuable to attract new users 
and therefore also utilized by other firms. Common strategies are to team up with ISPs and manufacturers 
of consumer electronics.  

Platform development Yes No – – Competitive parity 

Constant platform improvements or implementations of new features are key activities for Spotify to stay 
competitive. It is a head-to-head race with other services and therefore not a rarity. 

Extensive customer relationships Yes No – – Competitive parity 

Spotify utilized multiple forms of customer relationships to serve different types of needs, which is a 
standard approach implemented by many other streaming services.  

Integration with social media Yes No – – Competitive parity 

The early partnership with Facebook helped Spotify to grow its user base in a fast pace, which was a 
temporary competitive advantage. By now, it is a common strategy for streaming services to offer the 
possibility to log in and connect with a Facebook account.  
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Appendix 2: Case Study 2: Pandora 

Pandora Media, Inc. is a pure-play Internet radio provider that enables listeners to create and stream 
personalized radio stations. The service was initially created out of the ‘Music Genome Project’, a 
software development by Tim Westergren and Will Glaser using mathematical algorithms to organize 
music (Flanagan 2015). The Music Genome Project with its ability to provide music recommendations 
remains the heart of the service. Unlike traditional radio broadcasting that streams the same content to 
listeners at the same time, Pandora streams individually created stations depending on which song, artist 
or genre the listener selected (Pandora 2014: 3). The mechanisms of Pandora’s business model are similar 
to Spotify’s. Pandora characterizes as a multi-sided platform incorporating a freemium model 
(Osterwalder and Pigneur 2010: 78). The free use of the service is subsidized by advertising fees and by a 
small amount of ‘Pandora One’ subscribers who pay an annual price of $36 (Pandora 2014: 3). 

A.2.1 Business Model Canvas 

Customer Segments 

Customer Segment 1: Passive music listeners 
Pandora’s service caters to the music listener who wants to sit back and enjoy a pre-picked playlist of 
tracks (Pandora 2014). This segment can be further divided into two subgroups: the 70 million free users 
who are satisfied with the basic version and can bare with ads, and the 3 million Pandora One subscribers 
who are deliberately heavier users willing to pay a price ($4.99/month) for additional features (Ex. 11). 

Customer Segment 2: Advertisers 
The second segment is the same customer group as for Spotify: companies, brands and advertising 
agencies that are buying exposure to users. They are interested in reaching a large user base and targeting 
solutions to spread the right message to the right user. This segment became of greater importance when 
Pandora started to serve audio ads in 2009, which was a strategic move due to the high royalty costs 
(Kincaid 2009). Before that, Pandora was only selling banner ads (Kincaid 2009). 

Value Proposition 

Value Proposition 1: Personalization (user experience) 
Pandora’s mission is “to play only music you'll love” (Pandora 2015). The value created for its listeners is a 
highly personalized pure-play radio that generates playlists according to one’s music taste. The service 
focuses on simplifying the process of selecting and discovering music. It requires minimum actions from 
the users who only need to choose a single song, band or genre, and Pandora will stream a playlist with 
similar music based on the user’s choice (Pandora 2014: 3). Because Pandora focuses on personalization 
and by that provides a user experience that takes effort away from its user, it does not offer any features 
that would require a more active listening behavior, such as on-demand plays, offline listening or 
unlimited track skips (Pendola 2013). 
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Vale Proposition 2: Mass reach and targeting options 
Pandora offers advertisers scale and access to a mass audience reaching over 76 million monthly listeners. 
Pandora’s iPhone app is the second most downloaded application of all time (Pandora Advertising 2015), 
which makes it an attractive channel for advertisers to buy exposure to users. With a 100 % registered user 
base, Pandora is able to collect detailed user data and offer targeted ad solutions. Brands and companies 
can launch their campaigns according to age, gender, zip, and listening behavior or interests (Pandora 
Advertising 2015). 

Customer Relationships 

Pandora relies on four different relation types when establishing contact with its user base (Pandora 2015 
and Pandora Help 2015): 

• Automated service: News and other information will be usually sent out as automated 
notifications via E-Mail. 

• Self-service: Pandora provides its users with tools to set up an account, create playlists and follow 
others users. ‘Pandora Help’ is a dedicated website to give users guidance and answer frequent 
questions about topics concerning the usage of the service. 

• Community: Spotify operates a company blog and several social media pages such as on Twitter 
and Facebook, where users can get in a dialogue with Pandora or discuss topics with other users. 

• Personal assistance: For technical issues or other problems with the service, users can contact the 
Pandora support that will respond with an individual E-Mail. 

The first stage of Pandora’s customer relations with its second customer group, brands and advertisers, is 
established through a self-service information website called ‘Pandora Advertising’. The personal 
assistance takes over when advertisers filled in a standardized contact form (Pandora Advertising 2015). 

Channels 

Pandora plays a large variety of channels ranging from “mobile, web and tablet to over 1,000 connected 
devices including smart TVs, refrigerators and over 150 car models“ (Pandora Advertising 2015). Despite 
its extensive channel strategy, Pandora has to comply with the requirements from the Digital Millennium 
Copyright Act (DMCA) and is therefore only accessible within the US, New Zealand and Australia 
(Pandora 2014: 6). Nonetheless, Pandora’s mobile application is one of the most popular apps in the 
world placing “the company in a strong position to capitalize on the expected mobile advertising growth” 
(Trefis 2015a). 

Key Partners 

Digital measuring firms 
“Pandora has invested substantial resources to create accurate cross-platform measurements for internet 
radio [sic!] and broadcast radio” (Pandora 2014: 18). One of its key partners is the company ‘Triton’ that 
quantifies the reach and usage of Pandora’s service and compares it with terrestrial radio metrics (Pandora 
2014: 18). This partnership is of great importance for Pandora as the service heavily relies on user metrics 
to sell ad space to media-buying companies. 
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Ad platforms 
Pandora also partnered with media buying companies and ad-serving platforms such as ‘DoubleClick’, 
which offer automated services for delivering and monitoring ads (Pandora 2014: 18). Outsourcing the 
ad-insertion process, which is one of Pandora’s key activities to generate revenue, makes this partnership 
valuable for the service. 

Car brands and suppliers 
Strategic partnerships can also be a key to acquire new channels and thereby attract new users, which will 
eventually grow the user base. Pandora is cooperating with major car brands, such as BMW, Ford and 
Mercedes-Benz (Pandora Help 2015), as well as with their suppliers to integrate the Pandora service into 
current and future automotive sound systems (Trefis 2015a). Pandora’s in-house developed automotive 
protocol helped to facilitate increased availability of the Pandora service in automobiles (Pandora 2014: 
6). 

OEMs 
The use of Pandora API and the incorporation of Pandora in many consumer electronics gadgets (e.g. 
Smart TVs, sound systems, refrigerators, etc.) reduces switching costs for users and thus lowers the barrier 
to access the radio service (Pandora 2014: 6). By finding ways how to be a part in the daily lives of its 
listeners, Pandora is gradually becoming the preferred choice among users driving traffic to the platform.  

Key Resources 

Music Genome database 
The Music Genome Project is a database that comprises over 1 million analyzed songs from over 100.000 
artists, covering over 500 different genres (Pandora 2014: 3-4). Each individual song has been evaluated 
and categorized by a team of professional musicians and musicologists who analyzed up to 450 attributes, 
such as tone, tempo but also subjective characteristics like lyrics, vocal texture and emotional intensity 
(Pandora 2014: 3-4). The Music Genome database is Pandora’s heart and key resource to offer a 
personalized service that generates and delivers music playlists based on each individual’s preference and 
taste (Pandora 2014: 3-4 and Trefis 2015a). 

Sales representatives 
Pandora has been growing its sales force for the past year from 252 representatives in 2013 to 343 in 
2014. The reason behind hiring such a large sales team is to “grab local advertising revenue away from the 
billion dollar terrestrial ad industry” (Cheredar 2014a) and thereby directly compete with radio stations 
for advertising revenues. 

User data 
Pandora accumulated over 40+ billion pieces of thumb feedback over its history, telling the service what 
songs users like and dislike, which helps to improve the playlist technology and provides valuable insights 
for advertisers and artists (Pandora 2014).  
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Licenses 
Statutory licenses keep the service running and ensure a broad content inventory offering, if however 
limited to certain countries (Pandora 2014: 6). 

Key Activities 

Data mining 
Pandora has a registered user base, which allows collecting detailed data about its listeners. One of 
Pandora’s key activities consists of mining that data to improve the user experience and provide a 
personalized service. The second advantage of data mining results in the ability to offer ad solutions to 
media buying companies that can be targeted to certain users with a high precision (Nielson 2014). 

User acquisition and partner deals 
One of Pandora’s remarkable approaches is to become ubiquitous and seamlessly blend into the lives of its 
listeners. Pandora attracts new users to a large extend by expanding its distribution through partnerships 
with consumer electronics manufacturers or car companies. Alone more than 4 million users have 
activated Pandora through a native integration across the major auto brands representing an increase of 
244 % year-over-year (Nielson 2014).  

Platform management and development 
Pandora hosts a variety of activities that manage and further develop the platform. Some of these 
activities include: software engineering, music analysis, supporting consumer connected-device 
manufacturers in implementing Pandora’s service, improving the website and the Pandora app, 
developing new advertising products and enhancing the personalized station generating system (Pandora 
2014: 51). 

Cost Structure 

Pandora’s largest cost position is caused by content acquisition costs for statutory licenses representing 48 
% of the revenues gained from the streaming of sound recordings (Pandora 2014: 6-8). The incurred 
royalty fees are calculated by per-performance rates and are mainly paid to performance rights 
organizations such as ‘SoundExchange’, ‘ASCAP’, ‘BMI’ and ‘SESAC’ (Pandora 2014: 6). The other part 
of the costs incur for sales and marketing, product development and general administration (Pandora 
2014: 39). 

Revenue Streams 

The main source of income is money generated from advertising fees that make up 81,5 % of Pandora’s 
total revenues. By allocating the revenues according to the different channels, the mobile device is the 
most profitable channel generating 57,6 % of the advertising revenue, whereas Pandora’s desktop version 
only make 24,1 %. In comparison to the advertising model, the subscriber model, with its 
monthly/annually fee, accumulates a fairly lower share of just 18,5 % from the overall revenues. This 
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might be the reason why Pandora increased its subscription fee from $1 to $4.99 per month in 2014 
(Trefis 2014a). 

A.2.1 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

According to Edison Research and Triton Digital (2015: 19), Pandora is the leading audio service in the 
US with 75 % of the population being aware of the brand. Apart from that, Pandora’s app is the second 
most downloaded application of all time in the Apple App Store, which also speaks for the brand’s 
popularity. Curated events and concerts, which strengthen the brand image, are proof of the 
organizational support behind the brand. Attacking Pandora’s position will take time and entail high 
marketing costs.  

Engineering culture Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Pandora assigns great responsibility to its tech department where agility fostered by prioritization is a 
strong element of the engineering culture. Each quarter small engineering teams will pitch up to 80 ideas. 
In order to prioritize and structure the implementation process a selected group of participants take part in 
a voting process and fictively assign budget to the ideas that create the most value to the firm (First Round 
Review cited by Fast Company 2014). Although the methodology can be copied, the custom, values and 
human factors involved in this process are inimitable. 

Music Genome Database Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

The music genome database is the core of Pandora’s service to recommend playlists. So far, no other 
service has developed and leveraged a database categorizing music. Since it is a complex task involving a 
substantial headcount of highly skilled experts, it is costly to replicate.  

Streaming licenses Yes No – – Competitive parity 

Pandora obtained statutory streaming licenses and has to comply with the requirements by the DMCA. 
Restrictions include that Pandora is only allowed to stream music in the US, Australia and New Zealand, 
as well as certain features such as rewind, repeat or on-demand usage are not allowed. Statutory licenses 
are the industry’s standard type of licenses that can be acquired without getting in direct contact with the 
copyright holders making it an imitable asset. 
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Platform technology and infrastructure Yes Yes Yes Yes Sustainable 
competitive 
advantage 

Pandora’s platform technology, developed upon a layer of complex algorithms, is unique in its way to serve 
the need of recommending personalized radio stations. It would need a massive programming effort to 
replicate the platform, whereby valuable resources such as user data and the music intelligence database 
would still need to be set up. 

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Pandora collects data of over 76 million individual users resulting in a unique database. A competitor 
would need to attract and convince all 76 million Pandora users to switch the platform in order to get the 
same data set – an almost impossible task. 

Sales force Yes No – – Competitive parity 

Pandora’s sales team of over 300 employees is a valuable asset for the company in generating revenues 
from advertising sales. However, rivals with a positive cash flow could easily replicable this resource. 

Diverse content inventory Yes No – – Competitive parity 

The amount and type of content is based on the obtained licenses. In Pandora’s case these licenses are 
statutory, which means that they cannot enable exclusive streaming rights. Thus, the content inventory 
equals that of the competition. 

Multiple revenue streams Yes No – – Competitive parity 

Pandora’s revenue model, combining an ad-supported free usage with subscriptions, is a common way of 
monetizing content in the industry and rather less complex to implement. 

 

Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

By ultimately utilizing the music genome database, Pandora is able to offer personalized radio stations 
according to the user’s music taste. As no other service is equipped with the resources and competences to 
perform that activity with such an accuracy and positive effect on the user satisfaction, it can be evaluated 
as a sustainable competitive advantage that will be difficult to imitate.  
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Mining and leveraging user data Yes Yes Yes Yes Sustainable 
competitive 
advantage 

Pandora deploys a complex system of algorithms that links user data with the intelligence created by the 
music genome project to recommend playlists. Because this system is based on inimitable resources, it 
results in a strong competitive position for the firm with long-term advantages. 

Tailored and dynamic ad solutions Yes No – – Competitive parity 

As one of the first services, Pandora partnered with Triton to challenge traditional radio broadcasters by 
implementing an accredited system for tracking user metrics. The Triton technology that enables Pandora 
to sell dynamic ads on a national and local level is valuable but also used by other services. 

Channel expansion Yes Yes No – Temporary 
Competitive parity 

In the course of entering new channels, Pandora focuses especially on connecting its service into the 
automotive environment of its users. Although other streaming services are trying to catch up, Pandora 
holds a temporary competitive advantage due to the early partnerships with major car brands that make 
the platform available in over 150 different car models. 

Platform development Yes No – – Competitive parity 

As the user base grows and competition emerges, Pandora needs to constantly develop its platform further 
by improving the streaming capabilities and offering new features to stay competitive. An important 
activity, which is however not unique and carried out by all rivals.  

User acquisition Yes No – – Competitive parity 

Pandora pursues different pricing strategies, such as offering free usage of the service and limiting certain 
features, to attract new users. Competing on price and partnering with carriers is however the standard 
approach in the industry. 

User engagement Yes No – – Competitive parity 

For the reason that the radio-play service meets the needs of a more passive audience, user engagement is 
not a priority for Pandora. All engagement activities are centered on providing a ‘like’ button that is a 
valuable feature to help recommending artists and songs (Martin 2015). Rivals can replicate a like-button 
without great efforts. 

Multiple revenue streams Yes No – – Competitive parity 

Until now, Pandora was not able to generate revenue streams other than from advertising sales and 
subscriptions. Therefore the platform is on same level with the competition. 
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Extensive customer relationships Yes No – – Competitive parity 

In the same way as Spotify and other services are deploying a variety of customer relationship types, 
Pandora offers assistance on different levels to stay competitive in the industry.  

Integration with social media Yes No – – Competitive parity 

Like almost all streaming firms, Pandora offers a Facebook login and provides tools that allow users to 
share playlists in social networks. As it is a valuable feature to increase the user experience, many rivals 
exploit it. 
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Appendix 3: Case Study 3: SoundCloud 

SoundCloud is the largest audio streaming platform that operates on a free to use basis for its listening 
audience. In 2007, Alexander Ljung and artist Eric Wahlforss created SoundCloud as a service to 
simplify the process of sharing recordings and to foster connections and collaborations among like-
minded musicians (Van Burskirk 2009b and Mac 2013b). Since then, many artists use SoundCloud to 
record, upload and share their originally produced audio works with their fans. Due to the fast growing 
user base, the service turned into a distribution platform that started to stream all types of audio content 
ranging from music and radio shows to podcasts and audiobooks. SoundCloud’s business model can be 
defined as a multi-sided platform that incorporates a freemium model offering a basic account with 
limited features and a variety of paid options that unlock more features for a monthly fee (Osterwalder 
and Pigneur 2010: 96). Unlike Spotify or Pandora, SoundCloud charges its artists and creators for using 
the publishing service while music listeners can stream tracks free of charge. In 2014, the service 
introduced an advertising model for the US market that allows its premium partners to generate revenues 
through advertising sales (Butcher 2014). 

A.3.1 Business Model Canvas 

Customer Segments 

Customer Segment 1: Creators and Music Listeners 
SoundCloud’s first customer segment differs from the one of Spotify and Pandora. It consists of creators 
and users who are looking for an easy and convenient solution to share songs. SoundCloud’s creators 
accounts for circa 40 million registered users (Rusli, Karp and MacMillan 2014) and can be further 
divided into four subgroups based on SoundCloud’s account options (Ex. 12-15): ‘partner’ users enjoy free 
but limited uploads and receive simple user statistics; ‘pro’ users get additional storage and extensive user 
stats for $6 per month; ‘pro unlimited’ users remove all upload limits and receive deeper stats such as in 
which cities the listeners are located for $15 per month; and ‘premier’ user are entitled to get a share of 
revenue and exclusive promotional tools as an invite only (SoundCloud 2015). 
A large segment of listeners (presumably over 175 million unregistered users) join the platform mainly to 
listen to tracks and remixes of artists (Hampp, Christman and Peoples 2014). The streaming function is 
offered for free, however since 2014 users in the US have to bear with ads when listening to songs. 

Customer Segment 2: Advertisers 
SoundCloud focused on scale early on and refrained from embedding a monetization model that would 
charge its listeners (Wahlforss cited in Weverbergh 2013). The third segment, consisting of media buying 
companies, was introduced when SoundCloud reached a massive user base of 250 million active users. 
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Value Proposition 

Value Proposition 1: Publish and share (user experience), access and feedback channel 
SoundCloud creates value for artists and creators in offering a simple solution that lets them upload music 
and share it in minutes with a distinct URL (Van Burskirk 2009b). Since it functions as a publishing 
platform, it also tracks listening behavior and provides artists with detailed statistics and metrics to their 
uploaded music (Van Burskirk 2009b). The seamless integration in social media networks makes the 
service a powerful tool for artists to form a more direct connection to their listeners (Van Burskirk 
2009b). SoundCloud’s timed comment feature visualizes dynamic reviews from listeners on specific parts 
of the sound track, which is graphically displayed as a waveform, giving content creators valuable insights 
on what listeners like or dislike (Perez 2013). 
Fans and music listeners gain access to audio tracks and the possibility to discover and explore new artists 
on SoundCloud as well as to create playlists. The greater value of the service lies however in its ability to 
form a direct connection and feedback channel between fans and their favorite artists (Van Burskirk 
2009b). By offering a timed commenting function users feel involved and engaged, which makes them 
willing to share their opinions on songs (Van Burskirk 2009b). 

Value Proposition 2: Mass reach and targeting options 
250 million monthly active users allow a massive reach for brands and companies. Various targeting 
options such as demographics, location and music taste make SoundCloud an interesting advertising 
platform. 

Customer Relationships 

SoundCloud does not clearly distinguish between artists/creators and regular music listeners in their 
customer relations. Interactions between SoundCloud and these customer segments take place in the 
following ways: 

• Automated service: Displaying statistics for artists and creators as well as showing comments are 
automated services of SoundCloud. If there are news or any other information about the 
platform, SoundCloud relies on automated notifications via E-Mail. 

• Self-service: Setting up an account, uploading music, creating playlists or connecting with social 
media are self-services offered to users. SoundCloud Help provides a FAQ section where all users 
can get answers to common questions (SoundCloud Help 2015). 

• Community: SoundCloud Support is a community where users and SoundCloud employees are 
answering technical questions. A dedicated blog and social media pages such as on Twitter, 
Facebook and Tumblr are regularly used to provide useful information but also to promote the 
service or features (SoundCloud Support 2015). 

• Co-creation: SoundCloud engages artists to create tracks for public consumption. 
Up to now, SoundCloud does not seem to offer a dedicated customer relations service to advertisers, at 
least not visibly. It is assumed that a SoundCloud sales team contacts advertisers in a personal assistance 
approach, because this new customer segment might require greater attention. 
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Channels 

It is quite remarkable that SoundCloud achieves to attract the highest number of active monthly users 
among all other audio streaming services, however the platform’s accessibility is limited to only a small 
array of channels: desktop browsers and mobile applications for the iPhone, iPad as well as Android and 
Blackberry phones (SoundCloud Help 2015). The fast growth in users could be attributed to 
SoundCloud’s player integration in social media websites including Twitter and Facebook. 

Key Partners 

Twitter 
SoundCloud became Twitter’s first expanded tweets partner in 2012, which integrated SoundCloud’s 
embedded player in every tweet that contained a SoundCloud URL (Butcher 2012). Songs that are 
shared on Twitter can be played, liked and commented on directly from the Twitter feed. The 
partnership with Twitter is of great importance as it creates value for SoundCloud’s customer segments: 
musicians gain greater exposure because they can share and promote songs directly on Twitter and 
leverage on virality effects; regular users enjoy a better listening experience, as they can stay on Twitter to 
stream music. In 2014, Twitter announced its ‘Audio Card’ feature, which brings SoundCloud’s streams 
to the social network’s Android and iOS apps (Dredge 2014b). The partnership almost turned into a 
merger when Twitter considered buying SoundCloud but then backed out (Rusli, Karp and MacMillan 
2014). 

Audio production software designers 
Within SoundCloud’s long-term strategy to become a ubiquitous tool for artists to share their works 
(Ingraham 2012), it seems like a natural fit that the platform teamed up with two of the most popular 
software designers for audio production: Ableton and PreSonus. Both firms integrated SoundCloud in 
their software, which enables direct uploading and publishing of recorded tracks to SoundCloud’s 
platform (Ingraham 2012 and The SoundCloud Blog 2010). This partnership is valuable as it simplifies 
the workflow for musicians and increases the overall user experience of SoundCloud. 

Investors 
For the reason that SoundCloud rather focused on scale than making profit in the beginning, the 
platform still struggles to find the right monetization model making it heavily rely on funding and trust 
from its investors (Hampp, Christman and Peoples 2014). Therefore, a close partnership with investors is 
important to stay flush with cash. 

Labels and other rights holders 
Labels are a fairly new partner segment but increasingly important in the future for SoundCloud that tries 
to find ways how to monetize on content. Deals with the major label Warner Music Group and with a 
few independent labels were signed in 2014, when the advertising service launched on the platform 
(Sisario 2014). 
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Key Resources 

User-generated content 
80 % of the platform’s content is supposed to be user-generated, while the other 20 % are mainly licensed 
songs from one of the major labels or content from broadcasters (Hampp, Christman and Peoples 2014). 
While the simple uploading and sharing features made musicians use the platform in the first place, the 
growth in users can be attributed to the extensive catalogue of originally generated content that attracts 
the larger base of audio consumers. 

User Data 
SoundCloud sits on a huge pile of personal user data that can be turned into money when making use of 
it. The great amount of data can help the platform in the process of finding a profitable business model 
(Mac 2013b). SoundCloud already started to sell user data to media buying companies with the 
implementation of the advertising tier. 

Funds 
SoundCloud has received more than $100 million in funding since its launch in 2007 (Hampp, 
Christman and Peoples 2014) and raised another $150 million in its last funding round in late 2014 
(Cheredar 2014b). Without the funds and backup from its investors, SoundCloud would not have been 
able to sustain its business until now and grow into the largest audio platform. 

Key Activities 

Platform management and development 
Constantly improving the user experience has been SoundCloud’s main activity since its launch. 
However, the service is shifting its focus from developing features for artists to creating more value for its 
audio consumers, especially by providing a better music discovery (Wahlforss cited in Weverbergh2013.) 
With the launch of the feature ‘explore’, SoundCloud made its service easier to navigate (Shaikh 2013). 
By displaying trending music and audio files that got the most frequent plays, the platform helps its users 
to discover new audio content (Shaikh 2013). Another major step included opening up SoundCloud’s 
API. Although an open API comes with the risk of being sucked in by a larger player, SoundCloud 
managed to integrate its service into the value network of the major social media services (Wahlforss cited 
in Weverbergh 2013). This approach turned out to be rather beneficial than adverse for the platform, 
because it helped to foster user acquisition and resulted in a fast growing user base (Wahlforss cited in 
Weverbergh 2013). 

Data mining 
SoundCloud gathers user data of more than 250 million active users to offer detailed statistics to content 
creators who receive valuable insights that they can use to their benefit during the music production 
process. The value of user data is many-sided as especially advertisers are interested in targeting specific 
segments for their campaigns.   
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User Engagement 
The direct feedback channel between creators and artists is SoundCloud’s main feature to drive user 
engagement on the platform. By implementing a comment function that is closely attached to the sound 
file, artists receive detailed feedback from their fans (Van Burskirk 2009b). Also the messaging function 
increases the engagement level as it allows artists to communicate and collaborate with each other or to 
directly engage with their fan base. 

Cost Structure 

Some major positions of SoundCloud’s cost structure comprise in costs for IT infrastructure (hosting) and 
marketing. The biggest cost driver however is the headcount for product development (Wahlfross 2013), 
which is primarily responsible for causing a loss of $29 million in 2013 (Looqh 2014). By bringing labels 
on board, SoundCloud recently added licensing fees to its cost structure. 

Revenue Streams 

The main revenue stream comes from premium account subscriptions that generated $14 million from 
hosting fees SoundCloud charges record companies and artists (Sisario 2014). Due to heavy loss and the 
critical cost structure, SoundCloud got forced to develop a second revenue stream, which generates money 
from advertising sales. Case Study 6: Twitch 

A.3.2 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

SoundCloud attracts over 250 million users every month and is recognized as a valuable sharing platform 
among many creators. World famous artists such as Drake, Beyoncé or Skrillex released surprise albums 
on SoundCloud, which underlines the brand’s popularity (Harding 2015). 

Engineering culture      

SoundCloud puts high emphasis on its IT department considering that 50 % of SoundCloud’s employees 
are engineers. The culture is driven by a flat-hierarchy and an open infrastructure, where every engineer 
has access to all tools and is able to deploy to live, which means that no direct approval is necessary to 
implement features (Grosse cited by GOTO Conferences 2012). The values, rituals and relationships 
developed are inimitable and a long-term competitive advantage. 
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User-generated content Yes Yes Yes Yes Sustainable 
competitive 
advantage 

Approximately 80 % of SoundCloud’s content is curated by its users who range from amateur musicians to 
semi-professional producers to the most popular artists in the music scene. The extensive catalogue of 
originally created music is SoundCloud’s key asset providing a sustainable competitive advantage. 

Streaming licenses Yes No – – Competitive parity 

Almost 20 % of the songs on SoundCloud are copyrighted works from labels. SoundCloud obtained 
certain licenses to eradicate copyright infringement. 

Platform technology and infrastructure Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

SoundCloud’s platform, which is optimized for artist to upload music straight from their production 
software and share their works with their fan base, is exceptional in its architecture. Without drawing on 
the same resources or competences, it will be difficult to replicate the exact platform with all 
functionalities. 

Content intelligence Yes No – – Competitive parity 

Categorizing the massive catalogue of audio tracks is carried out by SoundCloud’s users who have the 
option to add certain key words to their uploads (SoundCloud 2012). Delegating the ‘tagging’ task to its 
users is a commonly used technique by UGC platforms and therefore not difficult to replicate. 

Content Identification System Yes Yes No – 
Temporary 
competitive 
advantage 

The implementation of a content identification technology helps SoundCloud to respect and protect 
copyrighted works and remove or monetize audio that is deemed to violate any rights (SoundCloud Blog 
2011). Although these fingerprinting systems are still scarcely implemented they might level up and 
become an industry standard giving just a temporary advantage towards rivals.  

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

As already mentioned in the previous cases, the user data of each platform is a unique collection of 
individual data bits that cannot be imitated unless all users would be converted to a rival’s platform. 

Multiple revenue streams Yes No – – Competitive parity 

Being forced by a negative cash flow, SoundCloud launched an advertising service as a second revenue 
stream additionally to the hosting fees it charges content creators. A strategic move that has already been 
made by its rivals. 
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Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

SoundCloud supports creators and artists with a unique tool set for conveniently publishing and sharing 
musical works while the seamless integration with social media networks establishes a direct connection to 
the fan base. A rare and inimitable capability in the industry that is supported throughout all processes 
within the company. 

Mining and leveraging user data Yes Yes No – 
Temporary 
competitive 
advantage 

The data mining technology was originally created to provide music producers with stats and metrics 
about listening behavior of fans to assist future music productions. The inimitable data set is now 
monetized through advertising sales, which will need additional support from the company by establishing 
a sales department. 

Tailored and dynamic ad solutions Yes No – – Competitive parity 

SoundCloud implemented a dynamic ad insertion technology to offer its creators the possibility to 
monetize on content for the US market only. In this way the platform follows the strategic move of its 
rivals leading to a competitive parity. 

Channel expansion Yes No – – Competitive parity 

SoundCloud’s channel expansion strategy is lead by an open API to integrate the platform into the value 
network of social media services (Wahlforss cited in Weverbergh 2013), which is an approach that is also 
pursued by rivals and therefore easily imitable. 

Platform development Yes No – – Competitive parity 

A constant development of its platform technology and the implementation of new features to remain 
competitive is a key activity of SoundCloud but carrier out by all rivals. The newly launched ‘explore’ 
function for a better music discovery makes sure that SoundCloud is at the same level with its 
competition. 

User acquisition Yes No – – Competitive parity 

The integration of SoundCloud into major social media services with the help of an open API made it 
easy to connect with users and drive traffic to the platform. Although this strategic decision helped 
SoundCloud to rapidly expand its user base, other services followed and loosened their strict policies 
concerning proprietary data. Other strategies include offering a free service and incentivizing users with 
the possibility to monetize on their audio tracks, which are commonly shared in the industry.  
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User engagement Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

SoundCloud establishes a direct feedback channel between creators and users that drives engagement onto 
the platform. The complex linkages to deploy this feature and its seamless integration in the platform 
make it difficult for other services to copy and imitate it. 

Extensive customer relationships Yes No No – Competitive parity 

Like all rivals SoundCloud follows a holistic approach and enters different types of customer relationships 
to address the varying needs of its customer segments. 

Integration with social media Yes Yes No – Temporary 
competitive parity 

When Twitter announced its ‘Audio Card’ feature and teamed up with SoundCloud and Apple to stream 
music directly through the social network’s Android and iOS apps (Dredge 2014b), SoundCloud gained a 
temporary competitive advantage being one of the two exclusive partners. 

 
 



Appendix 4: Case Study 4: YouTube  105 

Appendix 4: Case Study 4: YouTube 

YouTube is the largest video-sharing platform allowing users to upload, view, and share videos. Since its 
launch in 2005, the service turned into a cultural phenomenon attracting more than one billion users each 
month (Winkler 2015). YouTube was founded by the three former PayPal employees Steve Chen, Chad 
Hurley and Jawed Karim and bought by Google for $1.65 billion in 2006 (Marshall 2006). A great part of 
YouTube’s content is user-generated and consists of videos uploaded by individual users of the 
community. But also many media houses, such as CBS, BBC, MGM or NBC, submit content in the 
course of a YouTube partnership program (Shiels 2008). YouTube’s business model follows the 
mechanisms of a multi-sided platform with an advertising model. A wide array of content is monetized by 
advertising sales, which subsidizes the large viewership that is watching videos without being charged 
(Winkler 2015). 

A.4.1 Business Model Canvas 

Customer Segments 

Customer Segment 1: Viewers and creators 
One billion users worldwide are watching video clips on YouTube every month. Although this number 
might imply that YouTube is able to reach the masses, it mainly caters to a narrowly defined audience of 
young viewers under the age of 35, mostly attracted by music videos with ‘Vevo’ being the most watched 
channel (Winkler 2015, O’Connell 2015 and Briel 2012). The contributors are a diverse group of 
participants ranging from large broadcasters, to small-to-medium enterprises or artists and amateur media 
producers that approach YouTube for different reasons but with the main purpose: to get exposure 
(Burgess and Green 2009). 

Customer Segment 2: Advertisers 
YouTube entered the advertising business in partnership with NBC in 2006. Since then, media buying 
companies and brands compose an important customer segment for YouTube because they account for 
the generated revenues and thus fund the free usage. 

Value Proposition 

Value Proposition 1: Creatig, sharing and discovering video content 
YouTube’s value creation for its viewers and creators comprises three parts: offering a simple solution to 
uploading and sharing videos, providing access to a large inventory of video content and recommending 
trending videos to help users discover new content. The participatory nature of YouTube allows users to 
collectively shape the platform and serve their own particular interests (Burgess and Green 2009). 
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Value Proposition 2: Exposure and targeting 
Advertisers are offered the possibility to buy exposure to a large amount of potential customers. YouTube 
attracts 1 billion users, which means that advertisers can choose to either have a large impact with a 
campaign or target a narrowly defined segment. In 2010 YouTube introduced skippable ads that make 
advertisers pay only when viewers have watched the ad spot (Winkler 2015). 

Customer Relationships 

YouTube developed mainly four types of customer relationships with its viewers: 
• Automated service: Users can register and upload videos automatically without contacting 

YouTube. Recommendations to trending videos and important announcements are presented on 
the front page and/or sent out as automated notifications. 

• Self-service: ‘YouTube Help Center’ introduces users to YouTube’s features and helps with the 
navigation on the platform (Google Support 2015a). The ‘Known Issues’ page serves as a FAQ 
page where users are provided with solutions to common problems (Google Support 2015b). 
YouTube also dedicated the video channel ‘YouTube Help channel’ for customer support 
(YouTube Help 2015). 

• Community: The ’YouTube Help Forum’ is a community-based service where users can ask 
questions and get help from other users (Google Product Forums 2015). 

• Co-creation: YouTube solicits customers to create content for public consumption (Osterwalder 
and Pigneur 2010: 29). 

The relations to advertisers are carried out as self-service and personal assistance. Incorporated in the self-
service, YouTube provides an own website for advertisers as well as an own video channel giving an 
overview of different ad products, the process, and best practices (YouTube 2015b). If advertisers decide 
to buy ad space they can start a campaign right away by filling in a standardized from provided by Google 
AdWords. This process is called programmatic media buying (YouTube 2015b). In case advertisers need 
guidance or additional information, YouTube’s sales team can be reached directly via phone providing 
personal assistance (YouTube 2015b). 

Channels 

Driven by the vision to become a ubiquitous video-streaming platform, YouTube is trying to make its 
service available on as many channels as possible. The following list will display an overview of the 
currently used channels (YouTube 2015a): 

• Desktop browser 
• Mobile application: Android, iOS, BlackBerry, Nokia 
• Smart TVs: e.g. Samsung, Panasonic, LG, etc. 
• Games Consoles: e.g. Nintendo 3DS, Wii, Playstation 4, Xbox One etc. 
• Media streaming box: e.g. Chromecast, Roku, Sony etc. 
• Cable & satellite providers: e.g. Telenor, Google fiber, Vodafone etc. 
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Key Partners 

Media companies 
YouTube allows everyone with a registration to upload videos. This open policy approach has lead to a 
large video inventory. Although user-generated content is one of YouTube’s key assets it also affects the 
overall content quality. Since not every user has the means or skills to produce high quality videos, only 30 
% of YouTube’s content make up 99 % of the viewings (Zern cited in Whitelaw 2011). Therefore, the 
company has made partner deals with media companies such as Viacom, CBS and NBC to offer 
professionally produced video content that attracts the masses and enables monetization opportunities. 
Another reason for pursuing content deals with media companies lies in YouTube’s plan to re-design the 
viewing experience from a staccato-like flow of video snippets to a more lean back style that simulates 
traditional television viewing (Strangelove 2015: 165). 

Content Creators 
As YouTube CEO Wojcicki puts it: “creators are the essence of YouTube” (Wojcicki cited in O’Connell 
2015). The platform tries to encourage the production of high quality content by supporting semi-
professional and professional content creators with the opportunity to monetize on their content. The 
remuneration is calculated by the number of viewings, which ensures that creators make more money if 
they attract a large viewership, which in turn requires that a certain level of quality is reached or particular 
user demands are met (O’Connell 2015). Another step that emphasizes the importance of content 
creators for YouTube was made with the introduction of YouTube’s ‘Creator Hub’: an online place where 
creators are supported with the tools and programs as well as community-driven lessons and tutorials to 
become a successful creator (YouTube Creators 2015). 

Google 
Despite the fact that Google is the official parent company of YouTube, the streaming service operates 
autonomously, which puts Google more in the role of a partner. The value of this partnership lies within 
YouTube’s dependency on Google’s powerful search engine, which drives traffic to the platform by 
displaying its videos in Google’s search results. 

Measuring firms 
The partnership with ‘Nielsen’ has laid the foundation for YouTube’s ad business delivering accurate 
third-party metrics and “allowing advertisers to place their content alongside specific shows” (O’Connell 
2015). 

Key Resources 

User-generated content 
Users upload 300 hours of video to YouTube every single minute (YouTube 2014). Since its launch, 
YouTube accumulated a massive and diverse content inventory of videos ranging from shaky amateur 
clips to professional tutorials and popular music videos. The result is a long tail of niche videos that caters 
to almost every existing interest. Although YouTube invests in creators and started to launch channels 
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with originally produced videos, the vast majority of YouTube’s content remains user-generated what 
makes it to a key asset for the company (YouTube 2014). 

User data 
Every day users watch hundreds of millions of video hours and generate billions of views, likes and 
comments (YouTube 2014). These extensive data sets collected over years entail information about user 
preferences, demographics, and locations. YouTube makes use of the data to improve the user experience 
or help content creators to produce better content, but more importantly user data lays the foundation to 
sell advertising space, which is YouTube’s only active revenue stream at the moment. 

Key Activities 

Data mining 
YouTube collects and stores data of over 1 billion users that is analyzed and interpreted with the help of 
the third-party measuring firm ‘Nielson’ to offer media buying companies the incentive to invest in 
advertisements. 

Platform management and development 
YouTube steadily develops its platform to maintain a smooth streaming of content and provide users with 
recommendations. By opening up its APIs, YouTube lead its way towards a gradual implementation in 
Google’s search engine to enable the discovery of content by indexing videos. 

Filtering and copyright management 
YouTube has only marginal requirements for uploading content, which allows every video to be uploaded 
onto the platform. The lack of an uploading filter causes the problem that some videos may contain 
explicit content or violate the copyright laws. Therefore, YouTube created ‘Content ID’, a copyright 
management system that detects copyrighted material and stops the stream if no streaming license was 
installed (YouTube 2014). Content ID was not only developed for the purpose of eradicating copyright 
infringement, it rather functions as a tool to obtain licensing fees and monetize on content. 

Cost Structure 

YouTube’s main cost drivers are bandwidth costs (variable) for streaming videos and server costs (fixed) 
for hosting and distribution (Prabhu 2012). Also costs for platform development are estimated as critical 
and largely depend on the headcount (Prabhu 2012).  

Revenue Streams 

YouTube’s revenue model is based on selling advertising space. In 2014, the service generated revenues of 
around $4 billion from pre-roll advertising on videos (Winkler 2015). The single revenue stream and the 
dependency on large media companies as content partners as well as on creators that drive traffic to the 
platform makes YouTube’s revenue model weak. Currently, the service is trying out alternative models by 
launching a subscription-based music streaming service (Winkler 2015). 
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A.4.1 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

YouTube attracts over one billion users worldwide to watch videos on its platform (YouTube 2014), which 
speaks for the highly popularity of the brand. Since its launch in 2005, YouTube became the epitome of 
user-generated content, which is a strong position to compete with. 

User-generated content Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

The majority of YouTube’s content inventory consists of user-generated videos. Where other services are 
in the need of obtaining licenses and acquiring content, YouTube’s library renews itself every day with 300 
hours of new video uploads every minute (YouTube 2014), which is a sustainable competitive advantage in 
the industry. 

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

YouTube gathers data from over 1 billion monthly active users and generates insights about channel 
popularities, viewer preferences and trending content, which brings YouTube into the powerful position to 
predict the appeal of content, which is used for the production of original videos. 

Platform technology and infrastructure Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Operating under the aegis of Google unlocks long-term advantages for YouTube. Streaming video causes 
a high bandwidth usage and costs for congestion, which can be hold at a low by leveraging Google’s CDN 
(Google 2006). In addition, YouTube leverages from the integration into Google’s infrastructure as videos 
are displayed in Google’s search results directing users straight to the platform, which drives traffic to the 
service (Beschorner 2008: 6).  

Content intelligence Yes No – – Competitive parity 

Cha et al. (2007) highlight the problem of finding niche content on UGC platforms like YouTube, 
especially when popularity is ranked by the number of views. Therefore, YouTube makes use of a ‘tagging’ 
system, where the owner of a video can attach certain key words as meta data to the video in order to make 
it easier to find. The classification of content by user-generated tags is widely used in the industry and 
rather simple to imitate.  
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Content identification system Yes Yes No – Temporary 
competitive 
advantage 

Under the pressure of lawsuits by media companies and major labels, YouTube implemented the wide-
reaching copyright management system Content ID. It automatically scans videos for infringed content 
and, when a claim was filed, starts diverting ad revenue from the video creator to the claimant (Tassi 
2013). The competences to develop and deploy such a system are rare but not inimitable giving YouTube 
a temporary competitive advantage. The partnership with ‘Zefr’ unlocks even more value for content 
creators to monetize their works (Kastrenakes 2015). 

Partnerships with media companies Yes No – – Competitive parity 

Strong ties with media companies are important to lift the overall content quality of the platform with 
professionally produced videos. These partnerships are however not exclusive or rare, which can be 
evaluated as a competitive parity within the industry. 

 

Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

YouTube is a leading service in guiding users through their exploration of niche content. Based on one’s 
viewing habits, YouTube will suggest related content that might lie in the interest field of the viewer. 
Channel subscriptions allow users to schedule their own programming with a nearly unlimited viewing 
time. YouTube is by far the most advanced service being able to offer this personalized user experience.  

Mining and leveraging user data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

YouTube developed a data analytics tool called ‘Insight’, which is also accessible for all content creators of 
the platform. Insight collects data about user demographics, locations, number of views, the attention span 
of viewers and how a video was discovered (Kinsey 2012). YouTube holds a sustainable competitive 
advantage by possessing the inimitable resources and competences to deploy such a data mining system 
and draw conclusions from the gathered data. 

Channel expansion Yes No – – Competitive parity 

Like many other services, YouTube seeks partnerships with consumer electronics manufacturers to 
leverage new channels by integrating its platform in consumer devices. 
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Platform development Yes No – – Competitive parity 

Focusing on developing new features and improving the overall user experience of the platform are key 
activities shared by all rivals in the industry. 

User acquisition Yes Yes Yes Yes Sustainable 
competitive parity 

Two main forces drive YouTube’s user acquisition: video indexing and displaying content in Google’s web 
search results, and attracting content creators with the incentive to monetize on content. The merger of 
YouTube into Google’s search engine remains a sustainable competitive advantage.  

User engagement Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

The direct feedback channel between creators and users is based upon a complex set of internal linkages 
that naturally integrates into the user experience, which is difficult to imitate for other services. 

Extensive customer relationships Yes Yes No – 
Temporary 
competitive 
advantage 

Besides making use of different types and ways to get in touch with its customer segments, YouTube has 
the advantage of utilizing its own video channels, which is a unique approach compared to other services.  

Integration with social media Yes No – – Competitive parity 

Streaming services and social media networks benefit mutually from each other in serving the same 
customer segment with content. YouTube’s close linkages to Google+ and Facebook are valuable but 
widely copied in the industry.  
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Appendix 5: Case Study 5: Netflix 

In 1997, Reed Hastings and Marc Randolph founded Netflix Inc. as a video rental service that shipped 
DVDs and Blu-rays to US subscribers through postal mail (Trefis 2015b). With the rise of YouTube and 
other video streaming services, Netflix faced a decline in its DVD subscriber base (Trefis 2015b). Lead by 
the clear shift of video consumption to the Internet, the company introduced its online streaming service 
in 2007 that, as by now, attracted over 57 million subscribers worldwide (Trefis 2015b). Netflix’s 
approach can be characterized as delivering high-class video entertainment in form of premium movies 
and popular TV series to viewers, at anytime, from anywhere and on any device. A major part of Netflix’s 
content inventory, covering more than 6.000 films and 3.000 TV shows, is licensed material (Netflix 
2013). In order to gain a competitive edge and reduce dependency on the major film studios, the 
streaming service started with the production of original content in 2011 (Netflix 2013). Netflix’s business 
model follows the patterns of the ‘long tail’: it provides a wide array of films and shows that individually 
may have a low demand attracting only a niche customer segment, but collectively make up a market 
share that exceeds or even rivals the hits (Anderson 2008: 53). Recurring revenues are generated by 
subscriptions that come in three different price plans (Ex. 16): basic for $7.99/month (includes SD video 
and single screen streaming), standard for $8.99/month (includes HD video and two screens streaming) 
and premium for $11.99/month (includes ultra HD video and 4 screens streaming) (Netflix 2015). So far, 
Netflix has refrained from implementing an advertising model. 

A.5.1 Business Model Canvas 

Customer Segments 

Netflix’s customer segment consists of 57 million subscribers of which 39 million are US residents 
(Hastings cited by Thomson Reuters 2014). This segment is characterized as highly engaged by actively 
compiling its own TV program and stepping out of the traditional passive viewing experience. An online 
survey conducted by Netflix with 1.500 TV streamers in the US revealed that 76 % of viewers prefer 
streaming TV shows on their own schedule (Netflix Media Center 2013). 61 % spoke out against the 
traditional weekly release of TV show episodes and stated that instead they would regularly watch 
multiple episodes in a row, which is a behavior termed ‘binge watching’ (Netflix Media Center 2013). 

Value Proposition 

Netflix serves multiple value propositions to its customers including easy and convenient access to 
unlimited, commercial-free viewing of films, TV shows and original productions, such as ‘House of 
Cards’ or ‘Orange is the new Black’. In addition, users gain full control over their viewing experience 
being offered the opportunity to choose whatever they want to watch and how they want to watch, 
regardless of time, location or device (Netflix 2013: 8). Price may also be a value proposition taking into 
account that Netflix offers more than one billion hours of video content for $8.99 per month, which is 
roughly the same amount customers would pay for a single movie DVD. However, Netflix’s core value 
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proposition is its personalized service by providing video recommendations to each individual user based 
on viewer ratings and collected user data (Netflix 2013: 8). 

Customer Relationships 

Netflix established four types of relationships with its customers: automated service, self-service, 
community and personal assistance. 

• Automated service: Users can easily set up an account and connect the profile with Facebook 
without establishing contact with Netflix. Information about the user account or the release of 
new shows is usually sent out as automated E-Mails. 

• Self-service: The Netflix ‘Help Center’ provides basic help about the service and answers 
frequently asked questions (Netflix Help Center 2015). 

• Community: In order to spread news and offer quick customer support, Netflix launched 
company pages on social media networks like Facebook and Twitter. For the US and Canadian 
market, Netflix operates a company blog (Netflix Blog 2015). 

• Personal assistance: Users are offered the possibility to get in direct contact with Netflix by 
choosing between the options call-center and live-chat, which increasingly enhances subscriber’s 
satisfaction and retention rate (Netflix Help Center 2015). 

Channels 

Netflix gradually extends its reach and aims to become a convenient and easy-to-use streaming platform 
by offering its service on a wide range of devices (Netflix Devices 2015): 

• Desktop browser 
• Mobile application: iOs, Android, Windows Phone 
• Smart TVs: Samsung, Sony, LG, etc. 
• Streaming media players: AppleTV, Roku, Chromecast, Amazon fire 
• Set-top boxes: dish, wave, TiVo, etc. 
• Game consoles: Playstation 4, Nintendo Wii, Xbox ONE, etc. 
• Home theater systems: Samsung, Sony, LG, etc. 

Key Partners 

Major film studios 
The majority of titles on Netflix are features films from studios such as DreamWorks, FilmDistrict, The 
Weinstein Company, Sony Pictures Animation and Walt Disney Studios Motion Pictures. Securing 
licensing deals with major film studios are of great interest for Netflix as they provide an essential 
building block that attracts users: film content. 

TV stations and broadcasters 
TV broadcasters like AMC, Showtime, CBS, NBC etc. are mainly content providers for Netflix and 
extremely important to maintain the broad content inventory of the service (Netflix 2013: 7). However, 
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the ties to some TV companies are gradually becoming stronger since Netflix started to produce its own 
content in collaboration with major TV broadcasters (Trefis 2015). 

Pay-TV and cable providers 
Partnerships with pay-TV and cable providers help the service in getting its programming more tightly 
integrated with the TV viewers’ browsing routine (Bachman 2013). Netflix secured a deal with three 
smaller cable firms in 2014 to add Netflix as an app to their set-top boxes. Since then, Netflix is able to 
stream video content through its own branded cable channel (Fung 2014). Other agreements were made 
previously with pay-TV providers in Europe to integrate Netflix in their programming (Fung 2014). 
These partnerships are valuable because they support Netflix’s expansion strategy by making the service 
accessible on more channels, which eventually will grow the user base. 

ISPs 
Netflix launched its own content delivery network ‘Open Connect’ to provide its viewers the highest 
quality of streaming as possible. The initiative aims to equip Internet Service Providers with Open 
Connect Appliance (OCA) servers where Netflix content is pushed to on a regular basis to optimize the 
streaming quality. Netflix’s effort in establishing its own CDN only works in partnership with ISPs who 
are willing to interconnect with the service (Netflix 2013: 8). 

OEMs 
As part of Netflix’s expansion, the service partnered with major producers of consumer electronics, such 
as TV manufacturers or games consoles providers (Netflix Devices 2015). The value of the partnership 
lies in lowering the costs for consumers to get access to Netflix by making the platform available on as 
many devices as possible (Netflix Devices 2015). 

Key Resources 

Exclusive and original content 
Netflix’s large and diverse inventory of over 6.000 films and 3.000 TV shows is the key resource to attract 
a broad viewership with different tastes. As the service ventured into the production of own content, some 
of Netflix’s 68 originals received nominations for the Emmy, the Academy Awards and the Golden 
Globe (Tweedie 2014). Exclusive and original content is part of Netflix’s differentiation strategy to 
eventually attract and bind more users to the platform. 

Licenses 
The content that Netflix’s streams require the service to obtain distribution licenses. Without obtaining 
licenses, Netflix will lose its ability to stream content due to copyright infringement, which makes it to a 
key resource for the firm. 

User data 
Netflix collects user data about what videos were played, searched for, or rated as well as the time, date 
and device. The data set also includes user interactions such as browsing and scrolling behavior 
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(Vanderbilt 2013). User data is a key resource for Netflix as it is the essence to provide a personalized 
service in making recommendations to its users. In addition, the analysis of behavioral propensities of its 
viewers allows Netflix to determine what type of content would appeal to a large cross-section of its 
existing subscriber base (Gada 2013). In an industry that is driven by conventional market research 
techniques and ‘gut feelings’ to make predictions, individual user data changes the way how content is 
produced (Gada 2013). As an example, Netflix was able to predict that its viewers would like to see a 
political drama series starring Kevin Spacey and directed by David Fincher based on the gathered user 
data (Gada 2013). 

CDN 
On the basis of an investigation conducted by ‘DeepField’, Netflix’s video streams consumed 32 % of the 
overall US peak Internet traffic in February 2014, followed by Google with 22 % and Apple with 4,3 % 
(Fitzgerald and Wakabayashi 2014). The heavy data consumption led Netflix to the decision to build and 
deploy its own single-purpose content delivery network that will distribute the vast majority of the firm’s 
streaming bits (Netflix 2013: 8). Netflix hopes to generate long-term benefits with this investment by 
reducing storage and bandwidth costs paid to third-party solutions (Netflix 2013: 8). The own CDN is a 
key resource to the firm as it positively affects the streaming experience and presumably the operating 
result (Netflix 2013: 8). 

Key Activities 

Content acquisition and digital rights management 
Netflix typically enters into multi-year licenses with studios and other content providers, which means 
that the service constantly needs to renew its licenses or secure new deals as old licenses terminates. With 
the rise of new video streaming services, such as Amazon Instant Video and HBO GO, the market gets 
highly competitive. As all players are trying to strike deals with content providers, Netflix seeks to 
differentiate itself by increasingly focusing on securing exclusive rights when obtaining content or 
venturing into original productions (Netflix 2013: 6) 

Data mining 
800 Netflix engineers are working on understanding the invisible array of user data and creating a 
complex ecosystem around algorithms that power Netflix’s suggestions (Vanderbilt 2013). Alone 40 
people are hand-tagging TV shows and movies according to certain attributes (Vanderbilt 2013). The 
search function is only used when Netflix is incapable of suggesting users what to watch, which makes the 
recommendation feature Netflix’s a powerful tool to trigger plays (Vanderbilt 2013). 

User Acquisition 
Growing its subscriber base is one of Netflix’s key activities as they account for the single revenue stream. 
Strategies to attract new users include marketing, partner deals with consumer electronics manufacturers, 
securing exclusive licensing rights, producing original content and offering different pricing options. A 
remarkable increase in subscriptions was registered when Netflix started to stream exclusive content and 
original productions on the platform as well as when offering a 30 days free trial period (Trefis 2014b). 
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Content Production 
Since 2011, Netflix produced over 68 different shows, series, films and specials, and plans to further 
expand its investments in original content, which in the long-term lowers the dependencies on other 
content providers, but increase costs for content production (Netflix 2013). 

Platform management and development 
Each year, Netflix invests large sums to increase the streaming quality by continuously improving its 
platform and by further expanding its CDN (Netflix 2013: 5-6). 

Cost Structure 

Netflix’s cost structure is characterized by heavy fixed costs due to large upfront investments for original 
productions and by deploying its own CDN (Netflix 2013: 5-6). Also Netflix’s content acquisition 
licenses are of long-term and fixed cost nature (Netflix 2013: 5-6). The main drivers of variable costs are 
the cost of streaming (bandwidth costs) and marketing expenses, with the latter being the biggest cost 
position of Netflix (Netflix 2013: 5-6). 

Revenue Streams 

In 2014, Netflix made in total $5.5 billion in revenues from its paying viewers (Netflix 2013: 5-6). As of 
now, subscriptions are Netflix’s only recurring revenue source. The number is highly dependent on the 
offered content and can vary according to the release schedule of new films and series, which puts Netflix 
under pressure to renew its content on a steady basis (Netflix 2013: 5-6). 

A.5.1 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

One of Netflix’s largest cost drivers is the marketing budget to generate maximum market exposure and 
attract/retain users. The awards and nominations received for the original productions helped in building 
brand reputation and eventually established Netflix as the largest video platform for premium content. 
Outpacing Netflix’s brand popularity in the premium video segment is inimitable at the moment. 

Original content Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

While most streaming services obtain streaming licenses and rely and media partnerships, Netflix built up 
its own content inventory with original productions. The resources and competences, as well as the 
intelligence gained from user data, are exceptional assets and make it very difficult to imitate. 
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Platform technology and infrastructure Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Research indicates that Netflix’s streaming services consumes the most data traffic in the US (Fitzgerald 
and Wakabayashi 2014). In order to scale the server and reduce congestion costs for streaming, the service 
developed its own CDN (Netflix 2013: 8). Resources and competences to deploy such a system are rare 
and not easy to imitate. 

Partnerships with film/TV studios Yes Yes No – 
Temporary 
competitive 
advantage 

Content is Netflix’s key asset to attract viewers, which makes the partner deals with media companies 
extremely important. However, competition is fierce and streaming services compete on striking the best 
deals. Netflix managed to establish exclusive partnerships with major studios and TV companies, which 
gives the service a temporary competitive advantage. 

Streaming licenses Yes Yes No – 
Temporary 
competitive 
advantage 

The acquisition of streaming licenses is the result of the negotiations between Netflix and media firms. 
Although exclusive partnerships are in place, licenses are of temporary nature and exceed after a couple of 
years giving competitors the chance to attack Netflix’s competitive position (Netflix 2013: 5-6). 

Content intelligence Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Netflix deploys rare competences and resources to categorize video content according to certain attributes 
integrated in a complex system connected to the user data, what makes it costly to imitate (Vanderbilt 
2013). The company exploits the classification of content as it supports the recommender system.  

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

User data enables Netflix to provide a personalized service in making film recommendations. The data set 
is unique and cannot be imitated by any competitor. 

 

Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

As more and more viewers turn away from traditional network programming, Netflix gives users the full 
control over their viewing schedule. The firm’s long-term competitive advantage lies however in its ability 
to provide users with movie suggestions based on a complex recommender system. 
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Mining and leveraging user data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Netflix is equipped with the competences of 800 engineers that work full-time on creating an elaborate 
ecosystem powered by algorithms to precisely predict viewer behaviors and anticipate viewing trends 
(Vanderbilt 2013). Drawing on conclusions over the years and the resources in possessions make it 
inimitable to other services. 

Channel expansion Yes No – – Competitive parity 

Netflix’s channel strategy follows the patterns inherent in the industry: partnering with producers of 
consumer electronics devices. More predominantly Netflix is teaming up with cable providers and pay-TV 
stations to integrate its service into the traditional programming environment, which can be replicated in a 
highly competitive industry. 

Platform development Yes No – – Competitive parity 

Netflix’s main aspirations are to further develop its CDN and recommendation engine. Activities 
concerning the platform development are carried out by all services and are necessary to avoid falling 
behind the competition. 

User acquisition Yes Yes Yes Yes Sustainable 
competitive parity 

Besides Netflix’s large marketing budget and the 30-day free trial offer, the firm makes use of its exclusive 
licensing agreements and original films to attract new users. Since not all services can claim original 
productions that got decorated with renowned movie awards, Netflix holds a sustainable competitive 
advantage compared to its rivals. 

User engagement Yes No – – Competitive parity 

Netflix engages user to rate movies, share playlists and determine their own viewing schedule according to 
their likings. The platform’s recommender system gradually mitigates the engagement level and enforces a 
lean back attitude. Netflix’s user engagement features meet the industry’s standard. 

Extensive customer relationships Yes No – – Competitive parity 

Netflix establishes different types of relationships with its customers, which requires using various 
channels to address distinct customer needs. The resources and competences to carry out this activity are 
widely shared among all streaming businesses and easily imitable.  

Integration with social media Yes No – – Competitive parity 

Netflix lets users login with their Facebook account, which makes it as convenient as possible for users to 
sign up for a subscription. Almost all rivals offers this feature, which became more of an industry standard. 

 



Appendix 6: Case Study 6: Twitch  119 

Appendix 6: Case Study 6: Twitch 

Twitch is a live and on-demand streaming service for video games content that got acquired by Amazon 
for $970 million in 2014 (Morrison 2015). Justin Kan and Emmett Shear launched the service as 
‘Justin.tv’ in 2007 and later renamed it to ‘Twitch Interactive’ (Williams 2015). On Twitch users can 
watch skilled gamers play video games, view broadcasts of e-sports competitions or find other gaming-
related content (Williams 2015). After its seven years existence, Twitch is able to attract over 100 million 
monthly active users that spent 20 hours every week watching others play video games (Twitch 2014). 
The platform functions similar to YouTube: it partners with content creators who produce, upload or 
live-stream videos that attract a niche audience. The business model of Twitch shows all characteristics of 
a multi-sided platform utilizing the freemium model combining both a subscriber and advertising model 
(Osterwalder and Pigneur 2010: 78). The free viewership is subsidized by advertising sales, which 
generates revenues that are split between the platform and its content partners. A direct revenue stream 
for gamers is provided through paid channel subscriptions, where users can subscribe to a certain gaming 
channel and thereby unlock more features (e.g. a custom chat badge, custom emoticons or access to a 
subscriber-only chat) for a monthly fee of $4.99 (Twitch 2015a). The platform also offers a ‘Turbo’ 
membership that includes among other benefits partly ad-free viewing for all channels and comes at a 
price of $8.99 per month (Twitch Blog 2013). 

A.6.1 Business Model Canvas 

Customer Segments 

Customer Segment 1: Viewers and creators 
The platform does not strictly differentiate between viewers and creators, because it encourages every 
viewer interested in video games to become a creator and contribute to the platform with self-produced 
content. As by now, Twitch counts 100 million unique viewers each month of which 1.5 million are 
unique broadcasters (Twitch 2014). These numbers are remarkable as they show that only a small 
percentage of users, precisely 1,5 %, are content creators responsible for attracting such a large viewer 
base.  
According to Twitch, 95 % of its users are males with 76 % in the age between 18-49, overall highly 
educated and interested in social interactions (Twitch Advertising 2014). 

Customer Segment 2: Advertisers 
As already mentioned in other cases, advertisers are an important customer segment because they usually 
unlock a revenue stream, which is also crucial for Twitch’s business model. 
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Value Proposition 

Value Proposition 1: Matching creators with viewers 
The value creation of Twitch lies in offering an easy way for casual or pro gamers to upload or live-stream 
gameplay videos and matching them with an interested viewership. Twitch provides viewers with the 
ability to learn from skilled gamers, get inspired to broadcast or just discover new games (Twitch 
Advertising 2014). The appeal of Twitch to non-gamers in watching others playing video games lies, 
according to CEO Shear, in the pleasure of observing someone “doing something at the highest level of 
skill or with great savoir-faire” (Shear cited in Williams 2015). Twitch is a platform that serves exactly 
that need. 

Value Proposition 2: Exposure and targeting 
Twitch connects advertisers with a narrowly defined target segment, and offers exposure while in return 
the revenues generated from advertising sales subsidize the free usage of the platform. 

Customer Relationships 

Users are treated within four different types of relationships: 
• Automated service: Users are offered all means to set up an account and create a link to their 

Facebook profile without getting in contact with Twitch. Notifications and news are generally 
sent out as E-Mails. 

• Self-service: Twitch’s ‘Support Center’ provides users with answers to common issues or 
frequently asked questions (Twitch Help 2014). 

• Community: The platform operates a company blog and several social media pages, such a 
Facebook and Twitter site to get in touch with its community, inform users or promote the 
service (Twitch 2015a). 

• Personal assistance: If all previous steps were not able to address the issue and users are still in 
need for help, Twitch offers the possibility to directly send out an E-Mail to the support team, 
who will assist with individual guidance (Twitch Help 2014). 

• Co-creation: Users are engaged to contribute to the platform with their own produced content. 
The relationship to advertisers usually starts out as a self-service facilitated by a dedicated website where 
advertisers receive all basic information and develops further to a personal assistance type when advertisers 
are interested in buying ad space and engage contact with Twitch (Twitch Advertising 2014). 

Channels 

Twitch makes it platform available to various different channels, but focuses on blending in to the user’s 
natural environment, which is primarily mediated by game consoles (Twitch 2015b): 

• Desktop browser 
• Mobile application: iOS, Android 
• Game consoles: Nvidia Shield, Xbox One, Playstation 4, Xbox 360 
• Streaming media players: Chromecast, Fire TV 
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Key Partners 

Professional gamer 
Twitch allows everyone to stream games for free and build residual income. Gamers that gained a critical 
fan base or show a significant amount of streams can join the partner program and earn money through 
advertising sales and subscription fees (Twitch 2015a). Twitch’s partners are usually skilled player and 
serve a role model function for gamers who aspire to become ‘pro’. These partners are important for 
Twitch as they attract the large and loyal viewer base with their gameplay streams. Currently, 5 % of all 
broadcasters are official Twitch partners, or measured against all active users only 0,067 % of the 
community are entitled to earn money from their streams (Twitch Advertising 2014 and Twitch 2014). 

Amazon 
Similar to YouTube’s incorporation into Google, Twitch operates autonomously while benefiting from 
Amazon’s scale and resources to allow a fast growth (Shear cited in Kim 2014). The consolidation entails 
advantages for both sides. Amazon incorporated Twitch into its streaming media player ‘fire TV’ which 
presumably results in a higher audience reach for Twitch. In return, Twitch allows Amazon to establish a 
closer connection to gamers and its e-commerce portal to sell video games, consoles and gaming 
equipment (Booton 2014). 

Indie labels 
Twitch teamed up with established and burgeoning indie labels to create the ‘Twitch Music Library’ that 
features more than 500 songs gamers can use during their video game broadcasts. This partnership was 
crucial since Twitch was facing legal actions due to copyright infringement, which forced the service to 
mute audio streams if gamers used copyrighted music along their video content causing resentment in the 
community (Twitch Blog 2015). 

Key Resources 

User-generated content 
The video content on Twitch is to 100 % created by the community that broadcast 11 million videos each 
month (Twitch 2014). By offering the service for free and providing incentives to earn money, Twitch 
lowers the entry barriers, which attracts both casual gamers and professional players equally resulting in a 
balanced and diverse inventory of niche gaming content. 

User data 
Twitch gathers data of 100 million unique users including demographics, locations, and interests and 
analyzes viewing patterns, which is the basis to sell advertising space and improve the user experience on 
the platform (Twitch Advertising 2014). The users on Twitch are generally engaged and actively 
comment on videos, chat online during live-streams and share videos with peers (Twitch Advertising 
2014). All these activities result in a set of data that can be leveraged for the above-mentioned purposes 
and additionally provide content creators with valuable insights that can be used for the production of 
future videos. 
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Licenses 
The music library was created on the basis of acquiring on-demand streaming licensing from labels and 
broadcasting licenses from performance rights organizations. 

Firm culture 
Twitch was founded by video gamers who deliberately hire employees that share the same passion about 
gaming (Twitch 2015c). The distinct recruiting approach helps the company to emphasize with its users 
and creators. Twitch fosters an engineering culture where small teams with high responsibility can have 
an impact on shaping the company (Twitch 2015c). The main goal of Twitch’s firm culture lies in 
achieving employee satisfaction by providing customizable work places, flexible working hours and 
benefits like massages, free gym memberships or health coverage (Twitch 2015c). 

Key Activities 

User engagement 
Because gaming is an immersive experience, one of Twitch’s key activities is to provide its users with tools 
that foster engagement and allow for community building. Twitch focuses on delivering a superior user 
experience by offering online chats during live gameplays or broadcasted events. 

Data mining 
Two data and research scientists are employed at Twitch to help the company make effective product 
decisions based on user data and provide platform subscribers and advertisers with statistics. The taskforce 
compile and analyze data sets including chat discussions to predict a broadcaster’s success, offer viewing 
recommendations, define segments and improve the navigation through the platform (Twitch Science 
2015). Data mining is a key activity for Twitch and tightly integrated with the development of the 
service. 

Platform management and development 
Twitch’s streaming service consumed 4% of the US peak Internet traffic making the platform trail the big 
players of the industry: Netflix, Google and Apple (Fitzgerald and Wakabayashi 2014). The fast growth 
in users and the excessive data consumption leads Twitch to constantly improve its IT infrastructure and 
manage the platform development. 
Since songs are commonly used among gamers as background audio, music became an important part for 
the platform. Twitch developed its own audio recognition software to respect copyright protection and 
detect unlawful uses of copyrighted material within its service (Twitch Blog 2015).  
Another step in expanding the platform’s growth was made by opening up the APIs to encourage 
developers in creating useful integrations to other systems and services (Twitch Developers 2013). By 
outsourcing a part of the creative coding work, Twitch allows a steady improvement of the platform’s user 
experience, which will eventually increase the user satisfaction.  
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Cost Structure 

Twitch’s operating costs comprise server costs for hosting, bandwidth costs for live and on-demand 
streaming and salaries for platform development. The cost of live streaming is a trade secret, however it 
can be assumed that Twitch pays less than the $0.05 per transferred GB as it would occur for Amazon S3 
(AWS 2015). Compared to the operating costs, marginal costs are calculated for music licensing fees. 

Revenue Streams 

Twitch is experimenting with revenue models and currently utilizes three different ways of generating 
income. The first revenue stream is provided by advertising sales where Twitch exposes its viewers to 
commercials during live-streams. Secondly, Twitch offers broadcasters a direct revenue channel through 
paid channel subscriptions that unlocks additional features for users at a monthly price of $4.99 of which 
Twitch takes a 50 % stake. In 2013, Twitch introduced a ‘Twitch Turbo’ membership for $8.99 per 
month enhancing the user experience with: ad-free viewing except for front-page takeovers, exclusive 
turbo badges, custom emoticon sets, expanded chat colors and a priority customer support (Twitch Blog 
2013).  

A.6.2 VRIO Framework 

Resources 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Brand Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

After seven years of existence, Twitch surpasses with its 100 million users the audience number of 
many other streaming services (Williams 2015). Whereas YouTube tries to cater to the mass market, 
Twitch differentiates itself by being a video games streaming platform only. The brand achieved wide 
popularity in the gaming scene and claims many of the world’s best pro gamers as content partners. 

Firm culture Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Twitch cultivates a company culture that places great responsibility on individuals who benefit from 
certain perks and a highly customizable work environment (Twitch 2015c). The values, symbols, beliefs, 
and relationships between the people at Twitch are difficult to imitate and can be a source of sustained 
competitive advantage (Barney 1986: 661). 

User-generated content Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

1.5 million unique broadcasters, who share the passion in gaming, create 100 % of Twitch’s content. 11 
million new videos are uploaded every month resulting in a tremendous library of gaming videos. Rivals 
can hardly beat Twitch’s content inventory without triggering or incentivizing collaboration processes 
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within the community. 

Streaming licenses Yes No – – Competitive parity 

Twitch compiled a music library of freely available audio tracks for gamers who commonly use 
background music in their videos. The acquisition of statutory licenses and the partnerships with indie 
labels are driven by the pressure of the music industry and therefore widely implemented. 

User data Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Collecting data about the viewing behavior and chat discussions of its 100 million users accumulates a 
huge database that enables various monetization options and keeps the platform ahead from potential 
competitors. 

Platform technology and infrastructure Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Twitch’s platform carries a heavy load of video material that needs to be streamed live to many recipients 
around the world. With the help of Amazon, Twitch is building its own CDN to gain a long-term 
competitive advantage and scale its service faster than competitors (Twitch 2015c and Shear cited in 
Kim 2014). 

Multiple revenue streams Yes Yes No – 
Temporary 
competitive 
advantage 

Twitch is the only service among the case study firms that implemented individual channel subscriptions 
as a third revenue stream. With that its fan base directly remunerates content creators, which can be 
imitated by rivals but gives Twitch a temporary competitive advantage for the time being.   

 

Competences 

 Valuable? Rare? Costly to 
imitate? Exploited? Competitive 

Implication 

Personalized user experience Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

The first part of Twitch’s value creation can be defined in giving gamers the opportunity to make money 
while pursuing their passion. The other part of the value creation lies in providing viewers a highly 
customizable viewing experience with a live-chat function and video suggestions. 
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Mining and leveraging user data Yes Yes Yes Yes Sustainable 
competitive 
advantage 

A taskforce of two compiles and analyzes data to predict a broadcaster’s success and offer viewing 
recommendations to Twitch’s users. Even if the competences are replaceable, the unique dataset is not 
replicable for rivals, which provides Twitch with a dominant position in the market. 

Content Identification System Yes Yes No – 
Temporary 
competitive 
advantage 

The development of an audio recognition software to detect and remove copyright infringements is still 
rare and gives Twitch a temporary advantage until rivals implement such a feature. 

Tailored and dynamic ad solutions Yes No – – Competitive parity 

As a main asset to generate revenues, Twitch’s advertising technology orientates on the industry’s 
standard and provides media buying companies with the possibility to target ads precisely to certain 
users.  

Channel expansion Yes No – – Competitive parity 

Twitch mainly focuses on blending in to the user’s natural environment and to make its channel 
available on a variety of gaming consoles. An open API helps to outsource the development of interfaces 
and does not necessary need exceptional resources or competences, which makes it subject to imitations.  

Platform development Yes No – – Competitive parity 

As a consequence of the high data traffic consumption, Twitch constantly improves the platform 
scalability and its streaming quality, which requires resources and competences that are replicable. 

User acquisition Yes No – – Competitive parity 

Twitch’s user acquisition is lead by offering a free service and the opportunity for content creators to 
monetize on their content. Other strategies include the streaming gaming competition and hosting live 
events. Although all activities are valuable, they are not specifically rare or inimitable. 

User engagement Yes Yes Yes Yes 
Sustainable 
competitive 
advantage 

Twitch holds a sustainable competitive advantage in being one of a few services that operates a live-chat 
during the video streaming. The live chat system, TMI, regularly delivers over 1 million messages a 
second (Twitch 2015c). Users can discuss in real-time about the events taking place, which makes 
Twitch an attractive platform to share opinions and collaborate during the viewing experience. 
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Extensive customer relationships Yes No – – Competitive parity 

Different customer demands require different approaches. Twitch orientates on the established 
relationship types of other services and offers a mix of self-service, community support and personal 
assistance. The resources or competences needed are neither rare, nor replaceable.  

Integration with social media Yes No – – Competitive parity 

Twitch uses a ‘connect with Facebook’-button to let its users connect with their social network profile. 
This feature is widely implemented in the streaming industry and therefore not rare or inimitable. 
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Appendix 7: Exhibits 

 
Ex. 1: Spotify Business Model Canvas 

 
Ex. 2: Pandora Business Model Canvas 
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Ex. 3: SoundCloud Business Model Canvas 

 

 
Ex. 4: YouTube Business Model Canvas 
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Ex. 5: Netflix Business Model Canvas 

 

 
Ex. 6: Twitch Business Model Canvas 
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Ex. 7: Spotify’s User Growth (Spotify 2014) 

 

 
Ex. 8: Spotify’s Pricing Models 2011 (Spotify cited by Gorby 2011) 
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Ex. 9: Spotify’s Pricing Models 2014 (Spotify 2015a) 

 

 
Ex. 10: Royalty Payouts 2014 (Spotify 2014) 
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Ex. 11: Pandora’s Pricing Model ‘ONE’ 2015 (Pandora 2015) 
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Ex. 12: SoundCloud’s Pricing Model ‘PARTNER’ 2015 (SoundCloud 2015) 

 

 
Ex. 13: SoundCloud’s Pricing Model ‘PRO’ 2015 (SoundCloud 2015) 
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Ex. 14: SoundCloud’s Pricing Model ‘PRO UNLIMITED’ 2015 (SoundCloud 2015) 

 

 
Ex. 15: SoundCloud’s Pricing Model ‘PREMIER’ 2015 (SoundCloud 2015) 
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Ex. 16: Netflix’s Pricing Models 2015 (Netflix 2015) 
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Appendix 8: Interview Guideline 

Structure of the Interview  

1. Warm-up: 5 minutes about expert’s background 
2. Interview: 40 minutes about success factors for podcast streaming business 
3. Finale: Optional for experts to mention a topic that was not covered 
 
Before the Interview 

- Ask for permission to record interview and use quotes in thesis. 
- Explain study background and topic of discussions. 
- Make clear that questions can be asked at any time during the interview. 

 

Warm-up 

- For how long have you been working in the media industry?  
- Would you please name your job title and shortly describe your field of responsibility? 

 
Interview 

I would like to get your opinion on what makes a podcast streaming business successful.  
- What are the key resources for a podcast streaming firm to be successful? 
- What are the key competences? 
- What do you think can generate competitive advantages? 
- What do you think is important to succeed in the long run? 

If interviewee stops to mention new points show list of success factor and discuss further. 
 

Finale 

- Is there anything we have not talked about but you think is important to mention? 
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