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Abstract. 
 
This work investigates the applicability of traditional internationalization strategies, particularly the 

Foreign Direct Investment strategy, towards a contemporary multinational service firm if it were to 

enter the South Korean music streaming industry. The type of service firm in question is labelled as a 

“music streaming service.” In order to contextualize it with this study, the researcher uses the music 

streaming service Spotify as a point of reference when applying theory.  On the one side, an 

exploratory study of the South Korean music streaming industry is carried out in order to provide the 

researcher with the foundational knowledge about an area which is (1) unfamiliar to him (2) and 

whereby research regarding the internationalization strategy of a foreign music streaming service 

into South Korea is yet to be established. Via exploration of the South Korean music streaming 

environment, carried out by first hand interviews with three South Korean music streaming 

companies, particular determinants were discovered, which are deemed relevant to a music 

streaming service looking to internationalize into South Korea. Subsequent to this, relevant 

internationalization theories applicable towards an entry strategy of a firm are compiled. However, 

the prevailing internationalization theories in which the researcher deems to challenge traditional 

approaches will be reviewed further and in more detail. This will provide a better understanding of 

how these theoretical approaches may be relevant to a music streaming service as well. The 

conclusive part of the research investigates variables beyond those drawn from traditional 

internationalization strategies. This is done so by adopting a broader theoretical perspective of South 

Koreas Institutional structure. More specifically this will touch upon two schools of thought: the Formal 

& Informal Institution. Whereby the Formal institution represents the political & legal institutions of 

South Korea and the Informal institution representing South Korean culture and social structure. Their 

effects and implications will be analysed toward South Korea’s music streaming industry and an 

investing music streaming service (Spotify), as well.  
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INTRODUCTION.  
The focus of this dissertation is to take a view of and analyze traditional internationalization strategies 

while using the music streaming service Spotify to form a case study representative of a strategic 

market entry strategy into South Korea's music industry.   

 

Prior research has helped multinational businesses understand international markets and how, 

through the application of specific strategies, can effectively and efficiently enter such markets. 

However, when we are talking about an online music streaming service (Spotify), how much of 

traditional internationalization strategies can be acquainted with such a business looking to 

internationalize? 

 

Today, music streaming accounts for almost 50% of the music industries total revenue globally. 

Historically between 2015 and 2017 alone global music streaming revenues have grown a total of 

171.3% from 3 billion dollars in 2015 to 8.3 billion dollars in 2017 globally. (MarketLine & IFPI, 2017). A 

shift in focus towards digital formats of music consumption and distribution, therefore, have 

introduced alternative business models to the music industry as well (IFPI, 2016). Such models classify 

music streaming services, however, the aspects of each model differ from country to country (Jiwhan 

et al., 2017). The South Korean music streaming market is no stranger to contrasting models to that of 

American and European contingents. The Asian nation's music industry has encountered economic 

downturn and exponential growth all between 2004 to 2018 alone. More recent academic 

discussions and reports have started to recognize the influence of the South Korean music industry 

(Mulligan, 2013; Negus, 2015; Bundgaard et al., 2016; and Jiwhan et al., 2017). However, there 

maintains a lack of study which highlights internationalization strategies particular of multinational 

music streaming services looking to enter South Korea's economy. Prior research has helped 

multinational businesses understand international markets and how, through the application of 

specific strategies, can effectively and efficiently enter such markets (find citation). However, when 

considering an online music streaming service, how much of traditional internationalization strategies 

can be acquainted with such a business looking to internationalize? Furthermore, Spotify is currently 

not available in South Korea (Spotify, 2017) and to the researchers knowledge, there has never been 

a case study exemplifying or analyzing Spotify’s market entry into that country from the perspective 

of traditional internationalization strategies.  

 

Therefore, this studies aim is to address a gap in the literature by investigating such theories - 

commonly relevant to industry based firms - and challenging their limitations towards Spotify’s 

business model. Therefore, with the purpose of identifying particular elements of various 
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internationalization theories that have a relevant application toward a music streaming service 

looking to carry out a market entry strategy into South Korea.  

 

In order to address the gap in academic literature, this dissertation will be twofold; 1) To analyze the 

internationalization aspects of a leading music streaming firm from the western hemisphere (Spotify) 

looking to take a market entry into South Korea, and 2) investigate the institutional implications of 

entering the South Korean market. In order to carry this out, the traditional Internationalization 

theories, as well as Foreign Direct Investment (FDI) strategies, the Eclectic Paradigm, Uppsala model, 

and an understanding of both Formal & Informal institutions' role in the internationalization process of 

Spotify into South Korea will be carried out.   

 

A focus on music streaming services, as part of this study, is essential because of the growing 

transformation that has taken place within the industry over the last ten years. Such change has 

“created an enormously exciting environment for music fans, who are benefitting from new and 

evolving services" a stated by Frances Moore, the CEO of IFPI (IFPI, 2017). Streaming content is the 

key driver to continued growth for the music industry in general, exemplified by the number of paid 

user subscriptions pertaining to over 100 million people worldwide and rising (IFPI, 2017). The sheer 

variety of stakeholders involved, and individuals directly impacted by the industry emphasize the 

significance of music streaming industry.  

 

This dissertation, therefore, supports the idea that if the international music streaming market is to 

continue on a path of development, so, in turn, should the academic rigor of internationalization 

theories applied toward service firms (i.e., Music Streaming Service). For example, an FDI strategy is 

typically representative of a planned investment into a foreign market taking place when an 

investing firm or individual establishes brick and mortar operations or acquired control of host firm 

operations. That said, in the nature of this studies case, the service multinational in question is a virtual 

business. Therefore, an explanation of how a revision of traditional industry based FDI approach in 

the context of a digital service firm will come out of this study. 

 

In the literature review chapter traditional internationalization theories will be highlighted and 

criticized in order exemplify their differences toward music streaming services. Through analysis, 

different implications of internationalization will be taken into consideration and tested for a music 

streaming firm wanting to enter the South Korean market. Whereby, in the discussion section of this 

study a more effective and tailored internationalization strategy can be established.  
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PROBLEM STATEMENT. 
This dissertation shall concentrate on the analysis of internationalization strategies to identify 

particularities which are relevant to apply toward a service firm operating as music streaming service 

and looking to venture into South Korea. The study will resemble a hypothetical situation of Spotify if 

it were to internationalize into South Korea and thus will act as a reference point when applying 

theory to the firm. The goal is to understand what internationalization activities a leading western 

music streaming service can perform and market implications it must consider before expanding its 

operations into South Korea. As one of the most fundamental processes of internationalization, FDI, 

is a process which demonstrates a company’s increasing involvement in a foreign market (Financial 

Times, 2018). However, their strategies can vary depending on the type of good or service, market 

and industry they operate in (i.e., Internationalization Strategies). A vast quantity of 

internationalization theories does exist however are traditionally applicable for industry-based firms 

with different business structures and are not commonly connected to conventional service firms 

(i.e., hotels, banks, insurance, transport, and telecommunications). Spotify encompass a 

contemporary business model within the music industry and so commonly used internationalization 

theories in their entirety may not be applicable toward this particular kind of service. 

 

Therefore, the above mentioned conceives the following problem statement: 

 

“How and what traditional internationalization strategies, typically adopted by industry-based firms 

(manufacturing) are applicable to a music streaming service.” 

 

A firm’s strategies of internationalization can be regarded as the choice of the international market 

to enter and the selection of entry mode. Furthermore, the success or failure of the firm operating in 

a foreign economy can be attributed to the firm's awareness and understanding of the market's 

formal environment, social structure and cultural implications (Kunčič & Jaklic, 2014).   

 

Therefore, in addition, attention will be drawn towards discussing the scope of which the business 

environment of a music streaming service entering the South Korean music market is affected by 

formal and informal institutions.  

 

Given the above mentioned, this dissertation attempts to answer the following sub research 

questions: 

 

1. How applicable are traditional internationalization strategies for a service firms? 

2. How is the music streaming market structured in Korea? 
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3. What are the motives & determinants behind internationalization and FDI of Spotify to South 

Korea?  

4. How do South Korean formal and informal institutions influence a music streaming services’ 

FDI strategy to South Korea?  

RESEARCH METHODOLOGY. 
 

The methodology is regarded as the comprehensive strategy which outlines the way by which 

research will be carried out (Saunders et al., 2016), in order to answer the four sub research questions. 

 

This chapter will illustrate the reasons behind why specific methodological choices were made and 

how data collection was carried out. Using a framework designed by Saunders, Lewis & Thornhill 

(2016), (See figure 1), all primary methodological aspects mentioned will act as a foundation to be 

built upon by the researcher when contextualizing adopted research strategies particular to this 

studies case. Furthermore, methodological data techniques will be evaluated to identify their 

relevance toward this study.  

 

Methodological Aspects 
In order to systematically comprehend the broad amount of methodological aspects available to 

the researcher, this study will build reference from Saunders, Lewis & Thornhill’s 2016 “Research Onion” 

approach; consisting of the following layers below. 

 

Figure 1. “Research Onion” by Saunders, Lewis & Thornhill’s 2016 
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For the foundation of this dissertation, the above technique will help maintain an overview and 

research coherence throughout the remaining chapters. The research techniques highlighted in 

figure 1 will be briefly explained at the beginning of each respective section throughout this chapter. 

This will exemplify the researchers understanding of the techniques in general, whereby the 

researcher will go onto state which of the mentioned techniques will be adopted conclusively. 

Therefore, to fully understand the methodological choices incorporated in this study, the author will 

begin by drawing attention to the other layers of the onion and work towards its core, while putting 

the use case of Spotify into context.   

 

Research Philosophy 
The environment of the research philosophy determines how the researcher identifies the world, 

cultivates knowledge, and discovers it’s true nature (Malhotra, & Birks, 2007; Saunders, Lewis, & 

Thornhill, 2008). This section not only assists the reader to comprehend the reasons why certain 

assumptions have been made and to which extent they are motivated, but it also describes the 

reasoning behind choices made among varying alternatives (Saunders et al., 2016). The 

fundamental aspects of this theory are categorized into Ontological, Epistemological and 

Axiological assumption types.  

 

The establishment of a coherent system of assumptions was first introduced by Kuhn in his 1962 study. 

However, it was a study by Guba (1990) which extended Kuhn’s assumption paradigms which are 

more commonly used in today’s studies (Guba, 1990; Saunders et al., 2016), and are summarized in 

the table 1 below. 
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Assumption 
Types Positivism Post positivism Critical Realism Constructivism Pragmatism 

Ontology 

 
Objective, 
external and real 
(one true reality). 

Critical Realist.  
 
Reality is 
external but 
never fully 
understood 

Objective. 
Everything exists 
independently. 
Understood 
through social 
context. 

Relativist.  
 
Realities exist in the 
form of multiple 
mental 
constructions. 

External. 
Complex. 
Realities as a 
consequence of 
ones ideas. 
Different ways of 
seeing reality. 

Epistemology 

Observable & 
measurable facts. 
Causal 
explanations. Law like 
generalizations 

Modified 
objectivist. 
Objectivity 
remains a 
regulatory 
ideal. 

Observable. 
Credible data and 
facts. Historical 
knowledge 
explains 
causality 

Subjectivist.  
 
The researcher and 
the known are fused 
into a single entity. 

Either or both 
objective or 
subjective 
meanings. Focus 
on practical 
applications and 
problem solving. 

Axiology 

 
Research is value free. 
Researchers are 
detached 

Value-laden 
research. 
Researcher 
tries to 
minimize bias 
and errors. 

Researcher 
acknowledges 
and 
eliminates bias 
made by cultural 
surrounding, 
upbringing, and 
worldviews.  

Value-bound 
research. 
Researcher 
interpretation is key 
to contribution. 

Value made 
evident through 
research. 
Research 
instigated 
through 
researcher’s 
doubts and 
opinions 

Table 1. Paradigm overview by Guba (1990) and Saunders et al., (2016) 

 

In order to efficiently answer the four various sub-research questions, this study will adopt the 

ontological view of critical realism in combination with pragmatism for additional research flexibility. 

The term ontology is used to represent the way in which people view the reality and actions within a 

social environment. This will allow for an external overview of the South Korea music industry to be 

carried out in addition to an analysis of institutional implications of Spotify entering the economy from 

different perspectives. For example, political legislation acts or how legal enforcement of copyright 

have shaped the business environment and unknown to the researcher and give the researcher 

additional flexibility due to the uncertain nature of this study.  

 

In addition, a critical theory argues that when one determines an underlying event, the researcher 

describes it and explains the underlying mechanisms of the activity in focus (Guba, 1990). The 

researcher will highlight what the formal and informal institutions are, but later go into more depth 

describing their implications on Spotify entering the South Korean market.  

 

This theory recognizes reality as pure in nature, however, acknowledges that humanity can make 

convers interpretations when in a position of different times and contexts (Saunders et al., 2016).  

Therefore, the reality can be portrayed through observable manifestations of conditions in the real 

world; which in later stages of this study will be taken into context. For example, when the researcher 

identifies specific legislations on the music industry put forth by politicians, his wish is not to only explain 

their impact but also why politicians chose to enact such law? The critical theory paradigm facilitates 
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for a practical and applied research approach which incorporates various perspectives in pursuit of 

answering this studies four sub-research questions.   

 

The advantage of applying a critical theoretical approach to this study is that it also relies on research 

focus of in-depth historical analysis of social and organizational structures over time. For example, this 

study will review a timeframe between 2005 and 2018. Exemplified by this is the institutional 

landscape and how it has shaped the music streaming environment in South Korea. A disadvantage 

however of using this approach, is the lacking in establishing a practical solution carried out in the 

analysis. By choosing a single paradigm, we also commit to one type of knowledge, and conclusively 

is the reason behind why the researches will adopted a combination of both a pragmatic and critical 

theory approach.  

Research Approach 
This section will define as to how the researcher chose to involve specific theories into this study. The 

approach to an opinion, however, is dependent on the theoretical knowledge of the research 

design; and will contribute to the augmentation of academic discussion.  Studies identify three 

fundamental methods of research examination; deduction, induction, and abduction (Saunders et 

al., 2016), and are highlighted in the table 2 below to give the reader a general overview.  

 
 Deduction Induction Abduction 

Logic 

Deduction interference 
When known premises are 
true, then the conclusion 
must also be true. 

Inductive interference 
When known premises are used 
to develop untested conclusions. 
 

Abductive interference  
 
When known premises are used 
to develop testable conclusions.  

Generalizability We are generalizing from 
the general to the specific. 

We are generalizing from the 
specific to the general 

We are generalizing from both 
the specific and the general. 

Use of data 
The data collection is used 
to evaluate hypothesis to 
existing theory 

Data collection is used to explore 
a phenomenon and create a 
conceptual framework 

Data collection is used to create 
conceptual framework and test it 
through subsequent data 

Theory We will either falsify or verify 
a theory 

We will develop and build a 
theory 

We will develop or modify a 
theory 

Table 2. Research methods by Saunders et al. (2016) 

 

For the basis of this dissertation, a solely deductive methodology will not be employed, as it will be a 

requirement to use existing foundations on traditional internationalization theory viewpoints while 

taking a critical stance when such theories come into play for multinational service firms & a music 

streaming service (Spotify). Further investigation into institutional theory literature is also essential in 

order to design a research strategy to test the above theories and answer this studies problem 

statement and sub-research questions.  

 

Having studied Saunders et al., (2016) models, inductive reasoning draws, in most cases, from general 

statements or prevailing claims about matters of the same nature. Commonly associated with the 
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critical theory paradigm, in this instance, researchers adopting a topic which is novel and thus 

maintains limited academic literature, the inductive research approach is likewise appropriate (Ibid). 

Such will provide the writer with a flexible framework for research as it allows for a more substantial 

integration of theories and tools, including those drawn from market implications.  

 

Nonetheless, opposed to relying exclusively on a deductive or inductive approach respectively, an 

abductive reasoning methodology grants the researcher to deviate variably between both 

(Saunders et al., 2016). The researcher aims to identify particular aspects of internationalization and 

institution theory which can be practical in the connection to a music streaming service; whereby 

most other elements will be criticized. For example, in spite of confined institutional literature with 

regards to music streaming, the researcher has detected institutional analysis frameworks and 

relevant literature respective to comparable scenarios that of K-pop and music record labels. That 

said, an abductive reasoning approach, therefore, enables the researcher to modulate traditional 

internationalization theories in focus within this study and contextualize them towards the topic of a 

music streaming service. Moreover, the abductive technique allows for a more yielding approach 

towards methodological choices and research strategies when it comes to identifying what aspects 

work and do not work for the researcher. Conclusively speaking, for example, it is essential for the 

researcher of this study to not only explain why a particular “something” is happening (inductive) but 

also to describe what is taking place (deductive).    

 

Research Design 
As stated by Malhotra, Birks, and Wills (2012), the research design is a “framework or plan for 

conducting a research project. It details the procedures necessary for gaining the relevant 

information needed in order to formulate a clear path or solution to this studies research problem. 

Therefore, this chapter will present a summary of the means by which the researcher will use to 

undertake research and why they are appropriate for this study. Furthermore, a description of the 

“where” and “when” the research will be conducted, in addition to indications of “how” and “what” 

the researcher will do in regards to an approach of methods employed within this study. Conclusively 

examples of “why” such approaches were important to this studies case, will be highlighted in the 

following respective sub sections below.  

 

The following three layers will be ordered as stated below and based on Malhotra et al. (2012): 

1. Purpose of overall research design 

2. Methodological choices 

3. Design Techniques 

4. Data Collection & Analysis 
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Purpose of The Research Design 
This section will examine the framework for conducting this research project. Details of the 

procedures necessary for obtaining information essential to answering this studies research problem 

will also be revealed. According to Malhotra et al., (2012), the research design can be segmented 

into three techniques: exploratory, descriptive, and casual research. In addition to which, Saunders 

et al., (2016) incorporates two further approaches: evaluative and combined research. An overview 

of the varieties of research designs considered for this study is exemplified in table 3 below. 
Exploratory Descriptive Explanatory Evaluative Combined 
the study of discovering 
an occurrence and gain 
insights in topic of 
interest 

A study to gain accurate 
profile of situations, 
organizations, persons etc. 

A study to explain 
causal 
relationships 
between 
variables 

A study to discover 
to which extent 
something is 
effective 

A study that 
combines the 
mentioned ones 

Table 3. Overview of kinds of research study by Malhotra et al. (2012) & Saunders et al. (2016) 

 
This dissertation will embrace both an exploratory and explanatory research design, therefore being 

referred to a combined research approach. As iterated in earlier chapters, this research bases its 

theoretical foundation on identifying traditional internationalization theories that are more common 

to industry-based firms and to circumscribe how such methods too can be relevant – in some way – 

towards a music streaming service entering the South Korean market. The purpose of which could 

support practitioners during the strategic internationalization decision making process. In this regard, 

this study will analyze how the music streaming market is organized in South Korea. The researcher 

will identify who the key players in the industry are, how they operate and determine their business 

model structures. This will initially provide the researcher with the appropriate knowledge to maintain 

an overview of a market in which he is not already familiar, in the hopes to make the best substantial 

analysis possible.  

 

From an exploratory basis, this means that the researcher will stay by perceiving the object of 

investigation (the South Korean music industry & institutional foundations) as a holistic entity. A 

distinction between relevant and none relevant data that can be associated to Spotify entering the 

market will be considered until a clear picture of answering sub research questions 2 to 4 is possible. 

In this regard, knowledge will be attained through review of literature, principal interviews, 

unstructured observations and case study analysis (Malhotra, & Birks, 2007; Saunders et al., 2008).  

 

This study also argues that institutions have a substantial influence in shaping the market. Therefore, 

implications of this will be illustrated as well. Such design exhibits an adaptive and progressing 

approach to understanding the marketing phenomena which are especially challenging to 

measure (Malhotra et al., 2012). An exploratory model in this case is especially valuable when 

attempting to make sense of new problems as a result of scarce or no previous research has been 
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conducted (Brown, 2006). For example, the scarce literature available to the researcher in respects 

to changing FDI’s applicability to a service multinational. Furthermore, via an explanatory approach, 

the researcher will wish to underpin the cause and effect relationships particularly between 

institutions in South Korea and music streaming services, thus justifying an adoption of an exploratory 

model. 

Methodological Choices 
This section will discuss the differences between qualitative and quantitative research and the role 

of each in relation to this study. The table below will further provide a holistic overview of the available 

methodological designs available to the researchers of this study. Granted, not all design choices 

will be incorporated. However again, the researcher deems it necessary to outline knowledge and 

understandings of fundamental methodological considerations by Saunders et al., (2016) in table 4 

below. 
Quantitative Research 
Design 

 

Mono method 
quantitative study 

A design using a single data collection technique, such as a questionnaire and corresponding 
quantitative analytical procedures 

Multi-method 
quantitative study 

Quantitative research design using more than one quantitative data collection technique and 
analytical procedure 

Qualitative Research 
Design 

 

Mono method 
qualitative study 

A research designed using a single data collection technique such as semi-structured 
interviews, and corresponding qualitative analytical procedure  

Multi-method 
qualitative study 

A study using more than one qualitative data collection technique and corresponding 
analytical procedure 

Mixed Methods 
Research Design 

 

Mixed methods A branch of research that combines the use of quantitative and qualitative data collection 
techniques and analytical procedures 

Concurrent 
triangulation  

The collection of quantitative & qualitative data in the same phase of research in order to 
compare one another 

Sequential mixed 
methods 

Researcher typically follows use of one methods with another in order to expand upon an initial 
set of findings 

Sequential exploratory A qualitative study followed by a quantitative study 
Partially integrated 
mied methods  

The use of quantitative and qualitative methods at only one or particular stages of the research 
process 

Table 4. Overview of Methodological Choices based on Saunders et al. (2016) 
 
Due to the combined nature of this studies research philosophy, research approach and research 

design, a combination of both qualitative, quantitative and mixed methods approach will thus be 

applied as well.  

 

In reflection to the sub-research question one in particular; this strategy will pose appropriate, as it 

will chart into relevant variables of little-known phenomena (Malhotra et al., 2012), whereby aiming 

to establish relational similarities and differences between traditional internationalization structures 

and music streaming. Subsequently, this means that sub-research question one can be answered via 

the critical review of academic literature on the topic of internationalization and FDI. A continuation 

of this strategy in regard to sub-question two will seek to enhance the researcher's knowledge of the 
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music streaming industry in South Korea. Subsequently, serving as a point of departure before 

answering the remaining sub-questions as this thesis aims at gaining a broad picture of institutional 

aspects that influence the music market in South Korea as well. 

 

Digital channels (i.e., literature databases and online university platforms) are reliable applications 

will help the researcher gain access to data; which in the past was otherwise challenging to access 

(Malhotra et al., 2012). For this reason, attempts will be made to accumulate qualitative information 

and data in this way to answer all sub-questions. This will be carried out in congruency with secondary 

data gathering (explained later) through comprehensive industry reports (e.g., IFPI Reports), 

websites, blogs, and forums. The use of written existing documentation the likes of books, web pages, 

and company reports immediately related to music streaming and the South Korean music market 

(as opposed to transcripts of interviews) will also be used.  

 

Quantitative methods on the other hand underline objectivity and focuses on using data to test 

theory (Saunders et al., 2016). Furthermore, can incorporate a vast sample size through 

questionnaires and surveys. This would pose advantageous for this study regarding establishing 

techniques to examine relationships between the sub-research questions and theory. However, on 

the basis of time constraint, a quantitative approach will be adopted via a secondary data capacity 

whereby information will be sourced from professional data collection outlets, for example, 

Bloomberg, Statista, and MarketLine to validate our findings from a qualitative strategy. The latter 

could include numerical figures, graphs, tables and hypotheses from other researchers and online 

databases. For these reasons a quantitate research and analysis will be conducted in conjunction 

with a qualitative approach (mixed) in attempts to reduce inaccuracies and leverage advantages 

of both strategies to enhance research findings. As these combined approaches reflect an analysis 

of the environment in which a music streaming business operates, a macro-view of the nature in 

South Korea concerning music streaming will be conducted (i.e., contextual analysis) (Trochim, 2006). 

 

Considering all information mentioned above and due to the nature of analyzing comparable and 

differentiating aspects of traditional internationalization towards contemporary strategies of a music 

streaming firm entering South Korea, the researcher concludes that the fundamental 

methodological choice of this study to be a concurrent triangulation mixed methods design. This 

exemplifies the possibility to collect qualitative and quantitative data within the same phase of data 

collection and compare that information where necessary. Thus, it allows for the analysis of such 

data in parallel to support the findings from one another (Saunders et al., 2016). 
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However, the researcher was initially unable to state whether qualitative or quantitative methods 

were the most reliable over the other. Therefore, for this reason, it was affirmed from the start that a 

qualitative design would play a dominant role in regard to the submission of data, while a 

quantitative data set would play a supporting role in this study. 

 

Design Technique 
This section draws attention towards the choices of research strategy adopted by this study. In 

general terms, the approach of research is reflective of the ”Plan of action” carried out to achieve 

the studies goals (Saunders et al., 2016). The adopted techniques use in this study are mentioned in 

table 5 below. 

 

Research Strategy Key Takeaway 

Archival and 
document 
research 

A representation of the digitization of data and the creation of online 
archives which can include recorded diaries, administrative records, plans, 
policies, media sources and printed & online articles and data 

Case Study An in depth inquiry into the topic or phenomenon with a real-time setting 

Ethnography Method used to study the culture and social world of a particular group 
through observable experiences 

Narrative Inquiry A personal account which interprets an event or sequence of events 
through interviews 

Table 5. Research Strategies by Saunders et al. (2016) 
 

The analysis of theories mentioned in this study will be based on the single case study of Spotify. This 

means that the application of the theories will be measured against Spotify’s strategic advantages 

in South Korea and institutional impacts on the firm. Hence, this is a suitable strategy when a 

contemporary phenomenon within a real-life context is in question, and when boundaries between 

phenomenon and context are not clearly defined (Yin, 2011). In the case of this study, the case study 

analysis decision will aim to understand the theoretical applicability to a contemporary multinational 

service (Spotify), and how they can be implemented in the context of an internationalization strategy 

into South Korea.  

 

Furthermore, to gain a more in-depth understanding of South Korea’s music industry, in addition to 

the influence of formal and informal institutions, an archival and document research strategy will 

take place. This is due to exploratory view into the unknown understanding the researcher has about 

the South Korean music industry and its institutional implications. The researcher will access 

governmental reports and market reviews which were available via university online portals. 

Additionally, South Korean music streaming firm web sites and annual reports were reviewed to 

maintain varying information about the market structure, business models and institutional norms and 
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foundations. An advantage of data collection in this way is that most documents used contained 

references and details which helped the researcher identify new theoretical aspects to be discussed. 

However, it is acknowledged that it may be that the researcher is refused access to rich sources of 

information and documentation or find that data may be restricted for confidentiality reasons thus 

posing a limitation of this approach.  

 

The ethnographic and narrative approach will provide versatility to inspect different classifications of 

qualitative and quantitative information and data through online and offline illustrations and 

personal experiences. For example, through engagements with native Korean individuals via 

interviews and personal social network, the researcher, is able to gain generalized knowledge about 

the South Korean culture and social world. A narrative of such experiences will then be interpreted 

in the analysis chapter of this study. A limitation of this approach however is that some data may be 

presented in Korean which would have to be translated to English.  

 
Data Collection & Analysis 
This section draws attention to the different choices of design strategies and techniques adopted by 

this dissertation. To comprehensively answer this studies research question, data collection will involve 

the accumulation of secondary data from published materials, online databases, government 

sources and statistical data and therefore allow for the opportunity to cross-check and validate 

findings in a triangulation approach. Data has also been collected in the way of primary research 

through interviews and personal observations of the researcher.  
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For example, as little be known or literature scarce within the area of Internationalization and 

institutions in reference to music streaming, particularly in South Korea, a qualitative study will support 

the researcher to discover while quantitative data can affirm findings. Figure 2 below exemplifies the 

process by which the researcher adopted a concurrent triangulation design. 

Figure 2. Triangulation Model by Christopher Davis 

 

Falling at the top of the pyramid, the initial use of qualitative methodology will be used to define the 

nature and the scope of the concurrent triangulation approach. Such may also be used to provide 

contextual background and to understand the sub-research questions better. During the course of 

this research, the facilitation of such method simultaneously with theories and frameworks lead to the 

discovery of new insights and a greater diversity of views to be reflected in this study. 

 

Complementary to this, the triangulation approach will permit the researcher to make linkages 

between data and theoretical discoveries whereby traditional theories, for example, FDI and 

institutions can be elaborated and enhanced to reflect upon the music streaming industry.  

 

Conclusively, as exemplified by the third corner of the pyramid, the mutual corroborative findings will 

be leveraged through relatable or unrelated case studies, which support arguments. For example, 

in the case of Apple Music and Deezer entering the South Korean market and a review on their 

current position in that market will help the researcher draw assumptions about Spotify entering South 

Korea. With the inclusion of different perspectives, the researcher will triangulate case study 

examples, theoretical and external realities in conjunction with each other in order to arrive at a 

throughout and educated solution or assumption within the analysis and discussion section of this 

study. 
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Primary Data 
Following the sparse literature regarding research into the subject areas this study is undergoing, 

particularly between traditional theories of internationalization and the music streaming industry; a 

preliminary qualitative study will be carried out. Through primary data via semi-structured interviews 

& telephone calls with the researcher’s Korean friends collected for the specific purpose of 

addressing the four sub-research questions, such information firstly will give aid to understanding the 

music streaming market in South Korea and give rise to information that could be used to support 

claims of institutional implications for a music streaming service entering the market. Moreover, with 

the purpose of identifying important, influential variables in which a music streaming firm should take 

into account before market entry. Such variables will be assessed for the intention of identifying their 

current state and possible determinants.  

 

Interviews 
The overall purpose of carrying out interviews within this research is to build a vibrant and 

comprehensive understanding of the music streaming industry concerning theoretically based 

traditional business propositions for Spotify. Hence, the interview guide was formulated with the idea 

of gaining market knowledge, factors that affect the motivation for a home-based music streaming 

service before entry into South Korea, and institutional implications; to supporting answering sub-

research questions two to four.  

 

The interviews conducted within this study were semi-structured interviews to uphold a qualitative 

approach and generate comprehension employing interaction between source and interviewer. 

The researcher had a predetermined list of themes and fundamental questions the same for each 

interviewee. However, the flow of each interview and the order of questions differed from time to 

time due to language barriers. Additionally, the researcher at times did not ask each question 

sequentially as to encourage the source to open the discussion and allow the chance to add or 

change questions during the interview to present perspectives on the music streaming industry in 

South Korea and institution systems where necessary. A copy of the interview guide can be found in 

Appendix 1. 

 

The information gathered via interviews came from various industry experts employed within Koreas 

creative sector with ties to formal institutions and private companies based in Seoul, South Korea. 

The choice to interview individuals from South Korea to was provoked by the possibility of having 

direct contact with relevant organizations in that market. Furthermore, due to the lack of study of an 

international music streaming service entering South Korea, the researcher believed that a local 

perspective would have substantial weight and support of secondary sources. Over a five-day 
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period, a total of three individuals were interviewed. The interviews were carried out in person either 

at the individual’s work space or external location. A selection of employees working in the marketing 

department at one of South Korea’s largest entertainment companies, Leon Entertainment Inc. and 

owner of the country’s most popular music streaming service by user population, MelOn was 

reached out to via LinkedIn direct messaging. Marketing manager Suji Kim was one of the only and 

most relevant individuals to agree to a face to face interview. Attempts via cold call to the Korean 

Music Copyright Association (KOMKA) and the Recording Industry Associate of Korea (RIAK) to 

gather data from an institutional perspective was also carried out. Once relevant individuals were 

identified, their interviews were planned via email correspondence. Individuals with an association 

to a Marketing background were chosen as it was the belief that they would have the most general 

understanding of the South Korean music market. 

  
Secondary Data 
In reference to this study, the collection of secondary data will be the base strategy adopted in order 

to gain insights into the music streaming market (exploratory) and use newly established ideas to 

describe market players accurately (explanatory). Furthermore, secondary data will also be applied 

as part of the archival and documentary research strategy. Secondary data can be divided into  

two classifications – internal and external data. Internal secondary data in the context of this study 

typically would come from government institutions and organizations within or affiliated with the 

music streaming industry. However, as the researcher does not have established agreements with 

Spotify or other relevant music streaming firms for access to internal and operational data, the focus 

will instead be directed towards the collection of externally generated data by sources available to 

the public.  
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Figure 3: Secondary Data Collection Approach by Christopher Davis. The figure gives the reader a 

demonstration of the adopted data collection procedures from a secondary perspective.  

 

External secondary data will build upon the foundation of understanding and knowledge of the 

music industry, business environment, development and formal & informal institutional effects in South 

Korea. Information in this fashion will be collected from the likes of online articles and academic 

databases (Business Source Complete, EBSCOhost & Copenhagen Business School’s Libsearch), 

company reports (i.e., annual reports from South Korea’s MelOn) and the IFPI world music reports 

ranging from 2005 until 2018 respectively. This category of secondary data typically is broad in nature 

 

that translates to the fact that the quantity of data available to the researcher can be worthwhile 

(Malhotra et al., 2012). Nevertheless, for this reason, external secondary data can also be more 

challenging to evaluate for accuracy in contrast to internal secondary data (ibid).  

 

Secondary data, despite being limited concerning the theoretical choices and the music streaming 

industry respectively, in its broad sense independently, can be readily available, easily accessible, 

are quickly obtained and most cases inexpensive through academic back channels (Malhotra et 

al., 2012). This for example through online articles and newspapers etc. That said, the usefulness of 

such secondary data can be questioned and may be limited in regards to relevance and accuracy 

towards internationalization and a music streaming service entering South Korea. In such a 

circumstance we will only be able to answer the sub-questions partially. Therefore, justifying our 
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approach of combining both secondary and primary data through a concurrent triangulation 

technique in order to arrive at the best possible conclusion.  

 

Limitations of Data Collection 
As for primary qualitative data, finding the appropriate candidates to interview posed as a 

challenge, as it was believed that the most appropriate participants were the busiest due to lack of 

response via cold calling and Linkedin outreach. Therefore, a vast number of individuals were 

reached out, providing they had an association to a marketing or business development role, in the 

hopes that at least five different leads would be generated. The researcher does acknowledge that 

additional interviews would contribute to this study. In addition, as much the fact that the interview 

guide was structured with the same questions in order to obtain a comparable answer, a certain 

degree of adjustment throughout did at times take place.  

 

The case of Spotify entering South Korea will be characterized with a low level of control because 

it’s a phenomenon which, to the researches knowledge, has not been under investigation. 

Furthermore, the researcher is aware that selection bias of information is possible because primary 

data was only collected from the perspective of South Korean interviewees and not from Spotify or 

any of its employees.  

 

LITERATURE REVIEW. 
This chapter will exemplify traditional internationalization theory and models whereby a critical 

stance of each will follow. Criticisms of the relevant theories will highlight their lack of assimilation 

towards multinational service firms and will subsequently build the foundational structure of analyses 

of these theories. It is important to reiterate that the internationalization theories mentioned below 

are typically connected to an industry-based view approach (e.g. manufacturing firms). Such will be 

challenged against a multinational music streaming service; a phenomenon which is yet to be 

defined.  Therefore, the literature will begin by identifying the multinational service firm; which is what 

the researcher identifies it’s case company (Spotify) to being. A broad perspective of 

internationalization will follow whereby subsequent sections will focus on the FDI internationalization 

approach and associate models (e.g. eclectic paradigm & Uppsala). This literature will form 

expectations about how traditional theories can be applied towards a new kind of service-based 

firm, the internal and external factors of the firm and market, to bring forth the determinants of FDI 

and strategic internationalization approach of the service firm. Institutional theory will conclude the 

review by which developing expectations of political, legal and socio-cultural implications. 
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Therefore, this literature review will be used to discuss the findings that will come forth in the analysis 

section of this study.  

 

Multinational Enterprise & the Service Multinational 
 
To fully comprehend the fundamentals of internationalization in the context of this dissertation, it is 

crucial that the multinational enterprise (MNE) and multinational service firm be defined. Buckley and 

Casson (1985), conceptualized the MNE and an enterprise responding to imperfect intermediate 

product markets by developing “internal markets” across international borders. In addition, it is 

defined as any company which owns, manages and takes control over activities and income 

generating assets in a market outside of its own (Dunning, 2000). Elaborating on that understanding 

is that an MNE typically owns or licenses its business operations both at home and in foreign markets. 

However, this definition is associated with MNE’s that focus on the manufacturing process of tangible 

goods. Recent empirical studies in the area of Service Multinational (service MNE) have looked into 

service firms within the banking industry, followed by hotels, software and the telecommunication 

industry, all of which provide intangible goods (services). According to Rugman and Verbeke (2008), 

the growth trajectories of the service MNE will reflect differently than those for 

 

their manufacturing counterparts. That said, the primary focus remains traditional internationalization 

theories in the context of MNEs typically conducting production across borders and establishing 

foreign bases.  

 

The Multinational firm in focus for this study – Spotify – which represents a music streaming service 

from a western home market looking to enter South Korea – therefore cannot be precisely classified 

in any of the above categories because of its service and intangible nature. 

 

Criticism 
However, the above-mentioned entry types for a Multinational Service firm typically does not 

resemble entry for that of an On-Demand Music Streaming Service. As such operates within an online 

and digital space, framing a music streaming service purely as an MNE would ignore its full 

recognition. It would be impossible to only identify such a service under the preconditions of the 

traditional trade theories of the MNE. Therefore, a representation of the Service Multinational will 

follow. 

 

Buckley and Casson (1985), conceptualized the MNE and an enterprise responding to imperfect 

intermediate product markets by developing “internal markets” across international borders 
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(Halbrich & Perry, 1986), by which their views mainly focus on the more traditional perspective of the 

MNE being the manufacturing process of tangible goods. Despite the fact, published studies on the 

service MNEs are uncommon and therefore have posed challenges for academics to advance the 

boundaries of knowledge on the theory of the service MNE (Kundu & Merchant, 2008). However, the 

focus of the MNE continues to widen through studies by Kundu & Merchant (2008) and Rugman & 

Verbeke (2008), whereby following a different trajectory than that of traditional MNE studies. The first 

survey by Merchant and Kundu takes a view on the work carried out by international business services 

through which they define service multinationals including all non-manufacturing sectors. A study by 

Rugman and Verbeke (2008) extend upon Merchant and Kudu’s work by arguing that the growth 

trajectories of the service MNE will reflect differently than those for their manufacturing counterparts. 

 

Now that the traditional MNE is defined and contextualized for the basis of a multinational service, 

the following section will represent the applications such a service may be able to apply when taking 

a market entry into South Korea. The Internationalization Theory will be reviewed from a broad 

perspective to give the reader a general understanding. Thereof, the section will go into more detail 

regarding specifically FDI and internationalization model OLI; as such theories form part of the 

foundations of answering the research question.  

 

Internationalization Theory 
The theory of internationalization is directed toward the internal organization of the MNE, with the 

idea to bring forward the realizations of the functioning reasons behind a firm’s decision to expand 

its operations abroad (Rugman, 1981). However, the scope of the internationalization theory also has 

a focus on the MNE’s interaction with its external environment. 

 

In our introduction, we argued that a new line of business models could challenge 

internationalization theories. Firstly, we outline and discuss three renowned approaches with a focus 

on service industries, due to our studies focus on the service industry. 

 

Internationalization Development Strategies 
Once a firm has made the strategic decision to go abroad and expand its reach with its product or 

services, a particular pattern (i.e., development strategy) of activities is evident once the 

internationalization process has begun. Such patterns are an important aspect of this study because 

such knowledge will support the categorization in which Spotify will be labeled; discussed in the 

analysis section of this study.  
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According to Jones and Coviello (2005), internationalization patterns present in firms which have 

begun cross-border growth, are current in the behaviors of such firms and are exemplified over 

specific periods of time. The two main internationalization development strategies eminent in this 

section are gradual internationalization and radical internationalization. The choice of development 

strategy in which the firm is undergoing hangs strongly on the internationalization stage at which it is 

within. Therefore, the initial phase at which the firm internationalizes represents a pattern of low-level 

commitment and gradual internationalization to a particular market (ibid). Within this stage, the 

expanded firm gradually obtain knowledge about the foreign market and subsequently increase its 

level of commitment to the host market through such experience.  

 

That said, however, radical internationalization patterns of a firm can be perceived through the 

concept of a “born global firm.” A born global represents a business which aims to capture 

substantial competitive advantage by leveraging the resources and trade of goods and services in 

various countries (Oviatt and McDougall, 1994). Such a firm recognizes the international market as a 

fair playing field, whereby establishment of its business is achievable within just three years of its 

establishment (Ibid). This is representative of a particular internationalization stage at which the firm 

is, whereby, in this case, the firm is internationalizing at a fast pace. Furthermore, the scope of 

expansion for such a firm is considered wide, as it often neglects the psychic distance between 

incumbent and host market implications (Bell et al., 2003). 

 

Modes of Market Entry 
When a firm decides to expand its business operations abroad, the modes of which it has available 

to them will be highlighted in this chapter. It is firsthand important to identify the process of carrying 

out such entry strategies across borders, which is therefore reflected under the internationalization 

theory. A concept broadly used, only a few researchers have tried to define the meaning of the 

term. 

 

Sharma and Erramilli (2004) defined an entry mode as a “structural agreement that allows a firm to 

implement its product of service market strategy in a host country either by carrying out only the 

marketing operations (i.e. via export modes), or both production and marketing operations there by 

itself or in partnership with others (contractual modes, joint ventures, wholly owned operations).” The 

main differences between the modes of entry are the level of risk and control involved. 

 

The choice of foreign market entry mode is critical and related to the aspect of control. Exemplified 

in studies by Pan and Tse (2000) and Blomstermo & Sharma (2006), that control is crucial because it 

ensures accomplishment of the fundamental purpose of the organization. 
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Additionally, control factors are the single most important aspects that determine both risk and 

return, the amount of relational resistance between buyers and sellers, and finally the performance 

of the investment abroad (Barkema and Vermeulen, 1998). Additionally, the type of market entry 

strategy chosen depends upon a number of factors, which include knowledge of foreign markets 

and experience of working with diverse cultures. 

 
Entry Mode Definition 
Exporting A product is exported to a buyer who in turn makes the distribution to the foreign market (Blackwell, 2017). 

In resemblance to service firms, export may take place within industrial markets. E.g. firms facilitating repair 
and maintenance of specialized equipment may establish operations within a domestic market whereby 
maintain the flexibility to relocate resources to carry out their service for client’s abroad if need be 
(Grönroos, 1999).  

Merger Is the action of two or more independently controlled companies combing, sharing business operations, 
resources and capabilities thus working under the supervision of a single corporation. (Blackwell, 2017) 

Acquisition When a single company takes over complete control of another as a rapid means of gaining established 
market position (Blackwell, 2017). The acquiring company gains knowledge through managerial 
resources of the acquired firm (Tan, 2009), and maintains control of  technology and foreign operations. 

Strategic 
alliance 

Forms when companies are in vulnerable strategic positions due to the highly competitive nature of their 
industry (Eisenhardt & Schoonhoven, 1996). Such an approach helps firms safeguard resources (Hamel et 
al. (1989); (Ohmae, 1989), share risk (Eisenhardt & Schoonhoven, 1996), gain new competencies 
(Hagedoorn 1993, Hamel et al. 1989); (Hennart 1991), improve market supremacy (Hagedoorn 1993), and 
finally move rapidly into fresh markets (Kogut 1991).  

Joint ventures 
(JV) 

Defined as the circumstance of separate business entities with two or more operational firms as strategic 
partners to pursue a ser of agreed upon goals while maintaining depdependence of each other 
(Harrigan, 1986). A contribution of working together is an improvement in productivity (ibid). JV’s are also 
commonplace for services in which production and consumption occur concurrently and may require a 
presence in the local market due to face-to-face contact (Sajadi, 2015), for example, sales and 
marketing offices.  

Licensing An entry strategy by which a contractual arrangement by a licensor (selling firm) allows elements of its 
business operations to be used by the licensee (buying firm) for a pre-determined fee. Elements can 
include technology, product designs, trademarks, patents and intellectual property (Cavusgil et al., 1998). 

Greenfield 
Investment 
(GI) 

The example of business activities bring built from a foundation (i.e. constructing a production plant in a 
host market and thus produce goods locally (Raff et al., 2009). From a service firm standpoint, in the event 
of a GI the investing firm establishes a service-producing entity in the host country under its ownership 
(Grönroos, 1999), for example, a sales office.  

Table 6. Modes of Market Entry.  

In order to illustrate our holistic knowledge of the different market entry strategies available to an 

MNE through an internationalization strategy, the above table is imperative. Granted, prior to the 

analysis section of this study, the above strategies may not seem applicable to a music streaming 

service in particular. However, the above information may be relevant to form the basis of our 

discussion and proposition for a music streaming service entering South Korea. 

 

Criticism & Service Firm Internationalization 
The researcher has found that most literature about the concept of internationalization and market 

entry is geared to that of the manufacturing sector. Despite growing importance and investments 

made in the service industry (Andersen et al., 2014), research on services, in particular, service 

multinationals from an internationalization context is limited (Peinado et al., 2007; Šarapovas et al., 

2016). Recently, Vargo and Lusch (2004) study revealed that marketing is on a path towards a 
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paradigm shift whereby services (opposed to tangible good manufacturers) will become a central 

influence on economic exchange around the world. Furthermore, the implications of this new logic 

are that existent concepts and models regarding marketing domain, predominantly with a focus on 

internationalization, should be reevaluated to reflect the shift toward service firms (Ekeledo & 

Sivakumar, 2004). Comments on Vargo and Lusch's (2004) article reveal that the paradigm shift is 

taking place as a result of the digital revolution (Ibid). It has also been suggested that such a 

revolution has had greater impacts on service delivery opposed to the manufacturing industry 

process (Schuknecht and Perez-Esteve 1999; Whinston and Choi 2001), as referred to by Skeledo & 

Sivakumar (2004). 

 

However, while only some significant studies have analyzed entry mode choice and factors 

influencing internationalization from a service perspective (e.g., Agarwal & Ramaswami 1992; 

Bouquet, Hébert, & Delios 2004; Erramilli and Rao 1993; Li and Guisinger 1992; Duarte & Suarez 2010), 

as cited in Peinado et al., 2007 study, they focus their analysis on individual service sectors vis-avis 

banking, advertising, equipment leasing, hotels and financial institutions. Therefore, the latter also 

does not exemplify a systematic attempt to assess how influential market factors impact the entry 

mode choice of a service firm (Šarapovas et al., 2016). All aspects considered, they decline to 

address broad categories of the service sector, which could include digital online services (e.g., 

music streaming & media streaming). As for these services, Ekeldo & Sivakumar (2004) underlines that 

such can all encompass total digital components; that is, not only the production of the service 

abroad is taken into consideration, but also likewise the delivery, payment, and consumption of the 

service can transpire online and involve intangible actions. 

 

In recent years digital online technologies, connectivity and globalization have played an influence 

on the emerging landscape of the modern service firm. As a result, users of traditional entry-mode 

strategies for the service business are not entirely adequate (Skeledo & Sivakumar, 2004). As cited in 

Šarapovas et al., 2016 study, several authors (Agarwal & Ramaswami, 1992; Gatignon & Anderson, 

1988; Kogut & Singh, 1988) have looked into entry modes for manufacturing firms. However, the 

question remains as to whether findings mentioned can hold applicable to service firms as well. 

Šarapovas et al., 2016 continues to highlight that authors have argued that entry modes of the 

manufacturing firm are generalizable toward the service firm (Agarwal & Ramaswami, 1992; Terpstra 

& Yu, 1988). Whereby in opposition are academics who state that determinants for service firms need 

substantial modification (Erramilli, 1990; Erramilli & Rao, 1993), as they are mostly intangible and 

traditionally cannot be transported, touched or physically stored. The purpose of Peinado et al., 2007 

study is to supplement prior research by introducing new considerations of entry mode analysis to 

deliver a clear understanding of internationalization for the service firm. Their research suggests that 
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determinants of entry mode for the manufacturing business cannot have a direct association with 

all service companies.  

 

A digital service using internet connectivity as a form of electronic marketing deliberately achieves 

access to foreign markets. Therefore, this entry mode is much the same as market seeking. Moreover, 

a firm following its client abroad may have had this approach as part of its entry strategy (Grönroos, 

1999). Interestingly, a Sajadi (2015) study found that most service firms incorporate FDI as a market 

entry approach due to their reduced capital needs in comparison to manufacturing firms. 

Furthermore, it has been found that high control entry modes associated with FDI and direct entry 

modes such as joint venture, greenfield investment, acquisition and wholly owned subsidiary, offer a 

more straightforward incorporation to a foreign market than an indirect entry (e.g., licensing & 

franchising) (Ibid). Furthermore, the entering firm does not have complete control over its intellectual 

property and knowledge. Additionally, a direct entry mode which offers high control values can 

allow for the service firm to establish personal relationships, respond to market preferences (Ibid), 

adapt to the foreign market, execute onsite analysis and become accustomed to external 

customers (Šarapovas et al., 2016). Sajadi (2015) also identifies that as service firms are more often 

inseparable from their users, it is common for such a firm to have a local presence in a foreign market 

thereby having a close proximity to serve their user base. For this reason, such non-separable business 

requires a strong affinity with the host culture thus paying close attention to local norms, traditions, 

values and consumer demands (Ekeledo & Sivakumar, 2004). This is important because according to 

Sharma et al., (1995) study as cited by Grönroos, (1999), there can most certainly be the possibility of 

ethnocentric inclinations among customers in a foreign market. Such can pose problematic for an 

internationalizing firm like Spotify because ethnocentrism means that consumers bias towards 

comparable domestic services such as MelOn due to nationalistic connections locals have with that 

particular service. However, studies have shown that persons from a youth generation in addition to 

educated individuals turn out to be significantly more open and therefore less reluctant to foreign 

services than others (Grönroos, 1999). 

 

Now that internationalization and general modes of market entry have been highlighted, the 

following section will go into mode depth regarding FDI. Such is a particular focus within this study as 

the researcher will try to extrapolate relevant aspects of this theory to be applicable towards a music 

streaming service. The aim in this respect if therefore to enrich current knowledge about FDI; 

otherwise more common in respects to industry-based firms.  
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Foreign Direct Investment 
Foreign Direct Investment (FDI) is one of the many driving growth strategies by which businesses can 

attain their strategic goals (Zekos, 2005). The term encompasses two related however contrasting 

archetypes, both explained by different theories and branches of economics (Lipsey, 2008). The first 

viewpoint embodies capital, otherwise referred to as the macro-view. The second view can often 

be seen to as the industrial organization, or micro-view (Ibid). The Macro-view considers FDI as a 

particular flow of capital across national borders, whereby transfers are made from home country or 

non-resident, investor or incumbent firm to host country market or resident or indigenous economy. 

This archetype is vital for the root of this study as it takes into consideration the analysis of the business 

environment in question. Such would, for example, include the industry structure, political & 

economic implications and sociocultural impacts on a business. 

 

The micro-view tries to clarify the motivations for the investment and expansion into host country 

market by the incumbent firm, and whether external environment or internal (firm level) implications 

affect such motivations to invest in the host market. This is exemplified by determinants for FDI from 

the host country market. From this perspective, home-market assets could include local 

infrastructure, technological capabilities, connectivity, or a number of firm-specific, intangible or 

knowledge-based resources such as skilled labor. Consequential motivations typically stem from a 

high level of trade liberalization (trade barriers), whereby the host country market gives the entering 

firm ability to control intellectual property. As a result, trade agreements can become more flexible 

in respect of economic, political, legal and social associations (Kunčič & Jaklic, 2014).     

 

Falling under the above-mentioned archetypes, there are two fundamental movements of FDI, 

inward and outward FDI. Outward FDI being a natural progression for resident firms seeking 

opportunities outside their domestic market (World Bank, 2015), whereby the host country typically 

represents an emerging or developing economy. Conversely, inward FDI is carried out when a non-

resident investor firm purchases control of another business or establishes entirely new operations of 

its existing business in a country different than its origin (Ibid). The latter is more relevant to the focus 

of this study as it can be exemplified by the action of a developed economy firm taking a vested 

interest in a foreign market. It is the inward FDI approach in which literature will be reviewed and 

objectified in the remainder of this section. 

 

Hymer (1976) uses industrial organization and the theory of imperfect competition to expound upon 

the reasons behind firms FDI approach. The initial theory was supported by analysis of the 

multinational corporation (or MNE’s). The MNE in accordance to Hymer (1976) encompass certain 

advantages but not limited to trademarks, superior management, marketing capabilities, complex 
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and advanced technologies and economies of scale more often than not. However, the possession 

of these advantages does not continually carry over to a host market through an FDI approach and 

thus fall at a disadvantage in some instances. Host country firms have an advantage over foreign 

firms (MNEs) because they have the understandings of the local environment (Ibid). Moreover, they 

have the local knowledge regarding market conditions and institutional frameworks in place, and 

relative understanding of consumers and business customs. Subsequently, investing firms can attain 

the latter mentioned knowledge, however at a considerable cost (Hymer, 1976). Hymer (1976) also 

brings to attention two classes of capital flow across national borders – direct investment and 

portfolio investment. The distinct difference between the two are the clarifications of control. If the 

investing firm holds complete control and thus ownership of its international entity, this is referred to 

as a direct investment. On the other hand, if a foreign investor has less than twenty-five present stake 

or absence of complete control in the international enterprise, this is coined as portfolio investment. 

 

As this studies essential focus revolves around a music streaming service (Spotify), the following 

section is important to represent FDI in relation to a service firm. The idea of this is to give the reader 

a contextual perspective of traditional FDI associated with industry based firms compared to that of 

service firms.   
 

FDI in Services 
FDI within the service sector is an area with limited research whereby the most focus is towards the 

manufacturing industry (Ramasamy & Yeung, 2010), despite its growing importance. A World 

Investment Report (WER) from 2004 – 2005 began to show regained signs of service industry 

investment growth in years, believed to be associated with technology inputs. By which in today's 

latest economic review by the WER (2017) underline that services remain the most optimistic industry 

with two-thirds of firm executives predicting an increase in cross-border investments (WER, 2017). 

 

The works of Dunning, Hymer, Casson, and others have contributed to the theory of FDI, and 

countless journals have referenced their works as the foundation for FDI. However, empirical 

evidence from Ramasamy & Yeung’s studies reflects that new theories are required to represent FDI 

in services. They also emphasize that services are generally market seeking in which case means that 

there is no need to reproduce the service at a place of consumption. 

 

Thanks in part to improved information and communication technologies around the globe (Zimny,  

& Mallampally, 2002), services are commonly off-shored to foreign affiliates, subsidiaries or relatable 

service providers. As a consequence of the 1997 Asian financial crisis, South East Asian countries, in 

particular, South Korea, have liberalized barriers of entry (Ramasamy & Yeung, 2010). 
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Their research paper on FDI within services tries to isolate the host country advantages which make 

the local market attractive for FDI. Boddewyn et al., (1986), as mentioned by Ramasamy & Yeung 

(2010), highlights three fundamental characteristics of the service sector. First, the service sector 

tends to be more restrictive than that of the manufacturing industry (UNCTAD, 2004). Second, there 

is a need to adjust services in order to satisfy host country representatives due to variances in culture, 

traditional norms, and language. Lastly, various functions are none tradable and require face-to-

face interaction between service employee and customer – therefore encouraging the incumbent 

firm to establish a local facility within the host market. 

 

In the context of a music streaming service, this would be much the same as establishing a sales and 

marketing office in order to be in close proximity to clients. Ramasamy & Yeung (2010), carry out an 

empirical analysis from all significant OECD countries in order to prove their arguments and 

propositions, which identify the determinants for FDI in both manufacturing and services. A panel 

data regression model is conceptualized to portray the time path (longitudinal) analysis from 1980 to 

2003. They prove the significance of particular propositions which include; 

 

1. Market size and growth potential of a market are significant determining factors for both 

service and manufacture FDI inflows. According to Ramasamy & Yeung, this is also concurred 

by previous studies regarding service firms in particular banking (Bush & Lipponer, 2007), and 

advertising (Terpstra & Yu, 1988). 

 

2. Host economies which have an established infrastructural system typically attract higher 

volumes of FDI inflow for manufacturing and services. Lall et al., (2003) as referred to by 

Ramasamy & Yeung (2010), goes further to illustrate that physical infrastructure attracts FDI in 

the long term. Particularly within the service sector, there is a reliance on strong infrastructural 

networks, which in turn allow for the incumbent firm to service its customers 

within the host market. Therefore, an active communication link is a necessary condition to 

attract FDI inflow. 

 

3. Lower degrees of restriction, barriers to entry, and higher degrees of market openness and 

liberalization attract greater stakes of FDI inflows for manufacturing and services. Ramasamy 

& Yeung’s (2010) findings go onto indicate that countries which have opened 

their borders for service FDI, either it be through privatization schemes or acquisition 

strategies will need to show continuous degrees of liberalization if they are to anticipate 

more investments. 
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Criticism 
However, still remains, the internationalization process and strategies (i.e., FDI) as a favorite topic 

among researchers (Barber & Ghauri, 2012). Nevertheless, studies within this area still make the 

resemblance to manufacturing firms, therefore, making research on the internationalization of the 

service firm somewhat scarce and lagging behind in practice (Buckley, Pass, & Prescott 1992; Pla-

Barber, Sanchez, & Madhock, 2010; Rammal & Rose 2014). 

 

The original article by Boddewyn et al., (1986), discusses the application of MNE definitions, 

theoretical foundations, and measurements to service multinationals. What was concluded from 

such study was that no “special” FDI theory towards the application of the service firm specifically 

was required (Erramilli, 1990). This accomplishment was strongly significant at the time because it 

permitted researchers to employ existing theories on the FDI of the manufacturing industry for the 

purpose of an FDI approach by a service firm (ibid). 

 

However, the process of internationalization has been reinforced by essential outsourcing trends due 

in part to the liberalization of international regulations. Subsequently leading to the creation and 

development of new service firms based on the backs of telecommunication and information 

technologies being flooded into the international framework (Barber & Ghauri, 2012), since 

Boddewyn et al., (1986) study. 

 

More recent criticism on the lack of research toward FDI and the service firm comes from Rammal & 

Rose (2014), study whereby they believe that despite development through technology, little is 

known about the internationalization process of the service sector across borders. Therefore 

supporting the need for further revisions to be made into the area of FDI into service firms. For this 

reason, an evident criticism of FDI in services could very well be the scarcity of academic focus and 

research there is within the field. Especially considering that the fundamental theories of FDI in the 

manufacturing sector could be translated clearly and therefore applied to explain FDI in services 

also (Ramasamy & Yeung, 2010); being that most determinants within the two fields tend to be similar 

(Dunning & Mcqueen, 1982). 

 

As demonstrated above, FDI stems off a traditional internationalization theory which has made 

relative advances when it comes to modern day service firms. Therefore, in order to bring an 

additional perspective to FDI, the following section will emphasize a model which is in fact been 

revised numerous times since its first presentation in 1977. This model is exemplified in the following 

section as a means to clarify the importance of market knowledge in which a firm should maintain 

to support healthy market entry.   
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Uppsala Model 
One of the most renowned and through-right theories introduced to the academic environment; the 

Uppsala model has inspired researchers and impacted the internationalization process of companies 

worldwide.  Introduced in 1977 by Johanson & Vahlne, according to these authors firms take a 

gradual approach to foreign market entry. This observation came to light through their study of 

Swedish companies, and thus lay claim that a firms penetration on a specific cross-border market is 

determined by the extent of knowledge of which the entering firm has on the foreign environment 

(Johanson & Vahlne, 1977).  

 

It is however the gradual procedure which too has a focus on an experimental learning and 

commitment building mentality in order to exceed psychic distance and fallback associated with 

the liability of foreignness (Wentrup, 2016). In other words, this model theory strongly emphasizes the 

prerequisite of gathering knowledge and experiences of the domestic market as a key driver.  

 
Criticism 
At the accelerated rate in which societies are globalizing and new business models evolving as a 

result, companies cannot succumb to slow expansions and gradual procedures which Uppsala 

describes. This, in its right, could be an underlying contribution to Uppsala’s limitation as it was 

developed over 30 years ago. The model stands to the very nature that foreign market knowledge 

is a crucial driver for when it’s appropriate for a firm to internationalize (Johanson & Vahlne, 1977). 

 

On the other hand, in a Margardt (2007) study, the author disputes the latter notion by Johanson & 

Vahlne highlighting that shorter product life-cycles due to rapid technological developments and 

changing business environments, market understanding has become a less important than when the 

Uppsala model was first introduced.  

 

In respects to Spotify’s anticipated expansion into South Korea, its digital foundation means it does 

have the capability – all entry barriers considered - to enter a foreign market overnight. The Uppsala 

model’s ideal’s could reveal that a digital service is too fast for its applicability to a digital service 

firm. Furthermore, the original model puts a focus of the internationalization process particularly 

towards the internal capabilities of the firm and does not shine light on the external factors of 

consideration such as market potential and competitive forces (Hollensen, 2007). An additional 

drawback of this theory is it’s lack of association with service industry behaviors as the model is much 

aligned with manufacturing industries. It’s congruency with intangible goods (i.e., services), is 

arguably complex according to Glowick (2009).  
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Effects of Foreignness 
In addition to the Uppsala model, the researcher has chosen to feature the theory of Liability of 

Foreignness (LOF) as a way to exemplify reasons behind why it is not as simple for an internationalizing 

firm to become much like a local firm in a host market. The initial concept was introduced by Hymer 

(1960) and represents a firm which adopts a gradual pattern of internationalization process. Such is 

argued to be due to the entrant firm being confronted with host market challenges, barriers to entry 

and lack of familiarity with business conditions, local roots, and reputation (Zaheer, 1995; Jensen and 

Szulanski, 2004). Hymer (1960) refers to discrimination by host market government as a prominent 

example of a significant barrier for an entering firm. In order words, the host market firms advantage 

over that of entrant organizations in that their legitimacy provides smoother access to local 

resources, i.e., political support, or consumer insights (Schmidt and Sofka, 2009).  

 

Other significant barriers to entry include lack of information about the host economy. Whereby local 

market firms possess such knowledge about the local economy, market, and laws. However, via 

continuous interaction with the local economy by the entering firm, over time the firm will develop a 

learning strategy which will enable it to legitimize its operations in the host economy (Hymer, 1960).  

 

That said, however, in further developments to the LOF theory, the below sources are examples of 

implications for entrant firms by:  

• The cost of legal restrictions. A particular market could encompass tariffs and legal 

administration different to that of the home market. Host market restrictions can cause 

liability of foreignness.  

• Heightened learning costs via a lack of experience and knowledge of the host economy. 

• Reputation-building expense. Such value is suffered by the entrant firm due to its lack of 

legitimacy in the host economy. 

• Relational hazards, in reference to external and internal uncertainties (knowledge) of the 

host market (Zaheer, 1995). 

 

A strategy for mitigating the above liabilities difference from firm to firm (Ibid).  Therefore, in the 

contest of this study, a self-awareness of foreign liabilities for Spotify entering South Korea is to have 

a focus if it is to survive in a foreign market. Examples include, transferring its managerial capabilities 

& presence in the host market. Additionally, by employing South Koreans who are assumed to have 

a more comprehensive understanding of the host economy.   
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The Eclectic Paradigm 
 
The Eclectic Paradigm takes an in-depth consideration of the combination of internal and external 

factors of the frim and the market. Introduced by John H. Dunning in 1977 and revisited in 2000, his 

paradigm (otherwise known as the OLI Framework), has broadly been used to assess the 

determinants of foreign direct investment (FDI). This approach consolidates existing knowledge 

available to firms and includes it into a framework which in turn serves as a reference of various 

factors of consideration for a business to keep in mind as it chooses their market entry strategy 

(Dunning, 2001). The initial outline of the OLI framework focused on international production. 

However, recent revisions have included the theory to extend upon all value-added activities as well 

(Pedersen, 2003).  

 

The underlying assumption of this theory, however, is that a firm chooses to internationalize based on 

several factors and thus consists of a three-tiered framework; (1) Ownership-specific advantages; (2) 

Locational advantages; and (3) Internationalization advantages, hence the OLI framework.  

 

When an investing MNE looks to go aboard, they maintain the ownership advantage of their 

operation (O), over local firms in the host market. Such position will help the entering firm compete 

and outweigh costs associated with the new market entry (Pedersen, 2003), and provide a 

competitive advantage. The inclusion of owned assets in this regard comes in the form of both 

tangible and intangible goods of the investing firm. This comprises of resources and capabilities, 

which can include natural resources, capital, technologies, organizational structure, management 

skills and human support in a general, cultural, legal and institutional environment too (Dunning, 2000; 

Rugman, 2010), and access to innovatory capabilities, resources of information & technology and 

economies of scale (Dunning, 1993; 2000).  

 

The location advantage (L), depicts where the investing business should locate (Dunning & Lundan, 

2008). MNE’s take high preference in market entry strategy of a particular market if it facilitates at 

least some degree of immobile factors or intermediate products that are specific to the host country 

(Dunning, 2001). The location advantage of the host market could be strategic geographical 

positioning, adequate technology, appropriate infrastructure, a reasonable market size, government 

and public factors, and labor availability (Dunning, 1993, Pedersen, 2003 and Rugman, 2010).   

 

The internalization advantage (I) represents how the investing firm will go abroad. Determinants on 

whether the investing firm prefers to carry out an FDI approach as opposed to contracting specific 
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business functions to the host market by entering into licensing or franchising agreements are taken 

into consideration (Dunning & Lundan, 2008).  Dunning (1993) mentions that particular incentives of 

this advantage, especially in favor of an FDI approach, are influenced by the stability of price 

regarding supplies and lowered transaction & information costs and a heightened control over 

distribution channels. Such implies that a full control structure via wholly owned subsidiary is a 

preferred entry mode over licensing or joint venture for example.  

 

Criticism 
Evidence of the independent OLI foundations does not seem to constitute sufficient conditions for 

engaging in FDI that is backed with quantifiable data (Pedersen, 2003). Furthermore, the model does 

not supply data regarding the number of ownership advantages an MNE firm has to hold to achieve 

an adequate foundation for internationalization competitiveness when engaging in an FDI 

approach (Ibid). In sum of the above, criticism has also been directed towards the fact that a 

distinction between ownership and internalization advantages is unclear (Rugman, 1981).  

 

A study by Agarwal & Ramaswami (1992) established that the OLI model considers each other the 

three advantages interdependently whereby each of their characteristics influence the choice of 

entry mode into a foreign economy. For example, maintenance of complete ownership of Spotify’s 

technological capabilities in South Korea could justify its entry, however licensing agreements on its 

content by formal institutions could impede its location advantage.  

 

The following section is positioned to form context in answering sub research question four. An 

institutional overview is imperative for Spotify to have an understanding if it is to be best prepared to 

maintain a market presence as South Korea is a market it is not familiar. Therefore, the direction of 

the next section is to provide a clear overview of institutions’ roles in the internationalization process 

of companies. Whereby, evidence of formal and informal institutions will be discussed as well.   

 

Institutional Theory 
The theory of the institution has played a substantial role in strategic management over the past 

decades (Peng, M., Sun, S. & Chen, H., 2009). It was Peng (2004) who argued the significance of the 

institutional perspective when it comes to the subject of internationalization strategy. Earlier and 

crucial theoretical literature of strategic management put a focus on an industry-based view (Porter, 

1980), in addition to the research-based view of the firm (Barney, 1991) respectively. These 

contributions to research within strategy have paved the way for DiMaggio & Powell’s (1983), North’s 

(1990), and Scott’s (1995) theory of the institution-based view as it evolved as a fresh perspective on 
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strategic management according to Peng (2004). Thus, forth has been a defining contribution to the 

organizational strategy of firms operating on an international level (Peng, 2004; Ricart et al., 2004).  

 

The industry-based view typically examines interfirm rivalries in a particular market. However, this view 

overlooks the cultural, political and legal aspects of governmental involvement in strategic 

management (Peng et al., 2009). From an internationalization perspective, an industry-based firm 

operating at such level typically maintains an elevated level of complexity. The contributing reason 

to such is in part due to the institutional pressure inflicted on the firm by incumbent and host country 

markets. The institution-based view however eliminated this disparity by conceiving the strategic 

choices of a firm as a result of its dynamic interaction between the formal and informal environment 

(Peng, 2002), thus providing a clear picture for firms and its management. Douglas North in his (1991) 

study portrayed the role of institutions as devised compulsions of human structure that are a result of 

political, economic and social interaction. Whereas Scott (1995), defined institutions as the 

regulative, normative and cognitive frameworks and operations that makeup stability and represent 

the meaning of social behavior. Otherwise considered as guidelines for such practice in the context 

of its structure, rules, and established routines & norms (Scott, 2004) as cited by Dunning (2000). 

Associations between Scott and North’s ideas of the Institution, Scott (1995) asserts that institutions 

are created as social establishments, which are a direct result of societal activities. Whereby North 

(1991) identifies laws, regulations, and rules as the formal institutional establishments. Furthermore, it 

is North who recognizes cultures, norms, ands ethics as the informal institution. Below, Scott’s 

institutional theory is segregated into three groups of elements that form their academic 

background, known as “the three pillars.” 

 

1. The normative pillar: this is regarded as a consolidation of values and norms of a country 

where social obligations are in focus. It is the assumption that these aspects are shared 

amongst individuals and organizations. Subsequently, these elements represent what is 

appropriate, or obliged to an organization. More so, through a normative component, 

organizations aim to become similar to one another and pivot their behaviors to fit the 

established order of established roles.  

 

2. The cognitive pillar: is an element of institutional theory which Scott (1995) describes as the 

cultural rules of a nation or region, which in light determines an individual’s or organization’s 

behavior and comprehension of societal reality. They are the consequence of social 

constructions and engagements cultivated over time. This means that elements are defined 

via communication and interactions between different parties.  
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3. The regulative pillar: are elements which have a strong focus towards legislation and rules 

which affect an organization and an individual’s behavior. This pillar is particularly tasked to 

govern organization which acts under institution and to insure that their overall performance 

and business aspirations fall under fundamental laws (Scott, 1995). It is argued that such laws 

maintain precise control over the individuals and organizations by enforcing a penalty for 

non-compliant conduct (Ibid). 

 
In respects to the social inclusions of the institution theory, Scott (1995) sees the institution also as a 

social structure inclusive of social activities, cultural and symbolic events, and material resources 

available to communities. Such is an element of the institution theory which has adjusted over time. 

Before studies by DiMaggio & Powell (1983), North (1991) and Scott (1995) exemplifying institution 

implications when entering a foreign market, the only institutional aspect available drew attention 

to the economic institution.  

 

Institutions from an FDI perspective Macdonald et al., (2010) argues that it is the institution-based 

view that upholds a firms contribution towards the increase of inward FDI (to a host market), and 

outflow of FDI (from host market), since the 1990’s. Furthermore, it was Bevan et al., (2004) who 

reported that institutional quality of a host country economy plays a contributing factor on an 

investors motivations to enter such marketplace. Based on North’s 1991 and Scott’s 1995 literature 

and Buckley’s et al., (2007) individual study, that rules and regulations have an influence on the 

strategic internationalization decision & engagement of the firm. On the contrary, Buckley goes on 

to claim that policies - if liberalized, consistent and straightforward - by regulations of the host country, 

encouragement of incumbent firm activities are triggered. 

 

Music Streaming Services 
 

In order to understand the business operations of the South Korean music streaming industry, it is 

important to know what and how Music Streaming Services work.  

 

Since the rise of disruptive digital media distribution technologies, tech start-ups have latched onto 

the new capabilities as an opportunity which was stimulated in part by plummeting revenues 

(Elberse, 2010), and strong development in digital sales (IFPI, 2016). The wake of such progress has 

given rise to a relatively new phenomenon to the music industry; a Music Streaming service which 

offers full-length streaming options of music content whenever and wherever a user desires, providing 

they have internet capabilities and a mobile or desktop device (Spotify, 2018).  While it's no secret 

that online music downloading (e.g., Apple iTunes) has steadily been replacing traditional offline 
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record sale vendors, music streaming is turning into an alternative way for many online music 

distributors to carry out business (IFPI, 2016). This is a significant theme because it has not only 

facilitated the change and growth of a new era of music consumption (Williamson & Cloonan, 2007), 

yet it has brought forth the introduction of contemporary business models within the industry.  

 

Music streaming services from mature economies are tapping into global territories outside of their 

home markets. Big players such as Spotify and Apple Music are in over 50 countries respectively 

(Spotify & Apple Music 2017) while French contingent Deezer typically takes a hard-line market entry 

approach as it is present in over 100 countries around the world (Deezer, 2018). Today, the digital 

music industry is the most globalized as it has ever been.  

 

However, as well as notable opportunity, the digital world of music distribution has a fair share of 

complexities and intractable challenges to consider. Such include international licensing, intellectual 

property rights, cross-border distribution, cultural norms, barriers to entry and institutional foundations.  

Furthermore, South Korea is no stranger to complex implications and infringements. Granted, it's 

advanced information and communication technologies & steady economic development has 

created appeal concerning FDI by foreign entities. However, a lack of universal transparency of 

regulations is a maintained concern by foreign investors according to industry reports ("South Korea: 

foreign investment," 2018). In addition to which, internet capabilities and advanced hardware 

technologies have effectively enabled users to pirate content, whereby shrinking musician earnings 

and subsidiary stakeholders (Kabanda, 2016). 

 

Theoretical Framework 
In order for the researcher to best identify such concepts and theories, this section will focus on four 

key areas; (1) applicability of internationalization theories to service firms, (2) the motivations and 

determinants behind entering South Korea for Spotify, (3) how the South Korean music industry is 

structured, (4) and distinctions of the effects of formal and informal institutions on an investing service 

firm (Spotify). Subsequently, this configuration will describe the theoretical structure & framework of 

this study. 

 

The researcher will therefore identify particular aspects of FDI theory which can have a relationship 

towards a service multinational firm and furthermore investigate their applicability to the case of 

Spotify entering South Korea.  

 

The discussed theories in this study are regarded as interrelated with each other when it comes to 

the analysis of sub-research questions two, three and four. Hence, the Uppsala model will represent 
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Spotify’s incremental expansion into South Korea by exemplifying the importance of gaining 

knowledge of the market before entry. In support of this model, an assessment of the effects of 

foreignness will exemplify the underlying reasons behind the complexities of Spotify internationalizing 

into South Korea. Following, the researcher will carry out an industry analysis to paint a clear picture 

of environment surrounding the music industry of South Korea and answer sub-research question two 

While maintaining acknowledgement of traditional internationalization theories, an external 

investigation of South Koreas formal & informal institutions will provide a view of governmental, legal 

and socio-cultural implications which could determine the influence they have on Spotify’s 

engagement and growth in the host market. Moreover, an analysis of the variation of business 

operations and model of South Korea’s leading music streaming service MelOn and Spotify will clarify 

driving forces for Spotify’s strategic market success in the host economy.  

 

 

ANALYSIS.  
In this chapter, analysis of the semi-structured interviews and secondary sources will be presented. 

The first part will introduce an overview of the interviews that took place while also highlighting the 

particular themes associated with the subsections of the interview guide. The second part will present 

the procedure of coding the interviews and indicate how the data was analyzed and interpreted. 

The third part of this particular section will bring forth the findings which have been extrapolated 

through the coding of the interviews. Analysis of the interviews in parallel with secondary data will 

exemplify the triangulation methodological approach adopted by this study.  This is considered 

logical to set the analytical foundation for the remainder of the study. Meaning, such data will 

support the researcher with an overview of the South Korean industry, FDI determinants, as well as 

the countries institutional perspectives to support the discussion chapter of this study.    
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Semi-Structured Interviews 
An outline of the three interviews which took place in South Korea are reflected in table 7 below.  

Company Interviewees Name Position Respondent Number 

Leon Entertainment Suji Kim Marketing Manager 1 
Korean Music Copyright 
Association (KOMKA) 

You Gi-Seob Secretary General 2 

Recording Industry Associate 
of Korea (RIAK)  

Wonil Choi 
 

International Business 
Manager 

3 

Table 7. Outline of the three interviews 

Each of the interviews were coded in such a way that key responses from the interviewees was 

transcribed into an Excel document included in Appendix II to IV. The interviews were not transcribed 

in their entirety; however copies of the recordings will be provided upon request. To provide an 

outline of the interview guide and the particular themes associated with sub-sections of the guide, 

Table 8 below is drafted.  

 

 
Interview Themes Codes 

Music Market Structure  

Understanding the Korean Steaming Services: business 
models (subscription) & Ad-supported revenue 
How do streaming services differentiate? 

Determinants for FDI 

Digital capabilities of South Korea (internet access & mobile 
phone penetration) 
The growth of music streaming services 
Skilled Workforce & consumer readiness for digital 
Market competition, FDI and Trade Liberalization 

Effects of Foreignness Ethnocentric inclinations 

Formal Institution 

Government intervention and legislation towards the music 
industry 
Copyright laws 
Illegal music downloading (Piracy) 

Informal Institution 

The development, influence and success of K-Pop for the 
music streaming industry in South Korea 
Some established routines and norms of the Korean culture 
as a result of societal activities 

Table 8. Identified interview themes and codes 

 

The Selective Coding Process 
Due to the semi-structured nature of the interviews, on occasion, the conversation would deviate 

into topics the researcher deemed were unnecessary to answer this studies research question. 

Therefore, for the purpose of time constraint, the interviews were not entirely transcribed. 

Alternatively, they were manually interpreted by adopting a selective coding process whereby key 

answers (codes) relatable to the sub-research questions of this study and theoretical foundation were 

transcribed. By examining similarities amongst the interviewees responses, themes were then 

developed. To confirm the reliability of the established themes, the researcher listened through the 

performed interviews twice.  
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The primary codes were based on themes aligned with the sub-research questions of this study. These 

represent how the music industry is structured in South Korea, as well as how political, legal and 

economic attributes impact the market. Furthermore, identification of key informal institutional 

aspects, which influence the South Korean music industry were performed as well.     

 

Findings 
The findings of the primary research have been segmented into five distinct themes (table 8) to 

provide a comprehensive structure of the foundation of the analysis.  

 

According to the literature review, a firm’s penetration on a specific cross-border market is 

determined by the extent of knowledge of which the entering firm has on the foreign environment 

(Johanson & Vahlne, 1977), therefore the analysis will be initiated with an understanding of the South 

Korean music industry structure.  

  

Closely tied to the market structure theme, comes the understanding of the market infrastructure of 

South Korea. This also aligns with the literature review whereby local infrastructure, technological 

capabilities, connectivity, and educated labor (Lipsey, 2008) exemplify some of the determinants for 

FDI to host country.  

 

Conclusively, South Korea’s formal & informal institutional aspects will be analyzed to exemplify their 

impact on the South Korean music industry, and music streaming services specifically. These 

theoretical viewpoints will be contributing standpoints to the knowledge of the market infrastructure, 

mentioned earlier, as it was Bevan et al., (2004) who reported that institutional quality of a host 

country economy plays a contributing factor on an investors motivations to enter such marketplace. 

 

To achieve the best possible outcome for internationalization of Spotify into South Korea, a 

comprehension of the market, therefore, must be met. Through such observation, an analysis of the 

expectations a streaming service such as Spotify will come across will provide an elevated level of 

preparation for internationalization. The following section will, therefore, examine each of the semi-

structured interviews to explain the perceptions of how the market is structured. Furthermore, 

secondary sources will be brought into the discussion and triangulated with primary data. 
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The South Korean Music Streaming Industry 
 
The South Korean music streaming industry is characterized by a spread of key service providers 

adopting a subscription based on-demand stream service model primarily (Respondent 1, 2017, 

Appendix II). 

 

Interestingly enough, it has been found that some of the primary streaming services in the country 

maintain lasting partnerships with telecommunication & data service providers (Jiwhan et al., 2017). 

This seems to have been a strategic approach taken by some of the country’s largest 

telecommunication firms to promote their brand through music streaming services.   

 

“DSP's (Digital Service Providers) have a contract, bundle service with mobile phones so mobile 

companies, telecom company, they have more subscribers to their company so they used the music 

service for promoting their service.”  

-    Respondent 2, 2017, Appendix III   

 

An analysis into the interrelationship between music streaming services and telecommunication firms 

in Korea found that a broader net of business functions and subsidiaries formed what Koreans refer 

to as “Chaebols.” Translation of this term represents a business which maintains in-house providers of 

services ranging anywhere from advertising and banking, to web chat communities and I.T. services 

and entertainment firms (MarketLine, 2017) Such a conglomerate has been found to distort 

completion, furthermore inhibiting the entry of small to mature end service firms and subsequently 

hindering productivity (Ibid).  

 

MelOn, is a prime example of a “Chaebols” or subsidiary of Loen Entertainment, which in turn was 

owned by South Koreas largest conglomerate (SK Group) until 2016, and maintains a 70 % market 

share of the music streaming industry in South Korea (Respondent 1, 2017, Appendix II). In order to 

contextualize the analysis, a reflection of MelOn will be used from now on.  

 

MelOn (melon.com), is an example of Korea’s largest integrated online-mobile music service. The 

firm was the first music streaming service to be introduced into the Korean market as a contribution 

to strong infringements by the Korean government to crack down on illegal music distribution and 

downloading (Respondent 1, 2017, Appendix II). Since it’s inauguration in 2004, the service has made 

leaps in presenting innovative ways for its consumers to experience music over the internet. They 
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provide unlimited streaming capabilities providing the consumer maintains a subscription package 

(MelOn, 2018).  

 

Furthermore, before Korea’s entertainment giant and commonly known “Chaebols,” Kakao, made 

its acquisition of MelOn from SK Telecom, bundle offers between SK Telecom and MelOn existed as 

part of a standard product offering. These bundle opportunities gave customers a chance to 

maintain a talk & data subscription through SK telecom which included MelOn music streaming as 

well (Jiwhan et al., 2017).  

 

A study by Lee (2009) takes this notion further through an analysis of how mobile service providers 

focused on music streaming services as a means to broaden their revenues. He discovers that mobile 

service providers much like SK Telecom were in fact at the forefront of establishing South Koreas music 

streaming services, as well as fixed internet-based music distribution and music production. That said, 

a closer look at the value chain of the industry leader, MelOn, exemplifies the interrelationship it has 

with the subsidiaries of its parent company. For example, until 2018 MelOn, South Koreas most 

prominent music streaming service, was owned by SK Telecom’s subsidiary, Loen Entertainment (now 

by “Kakao M”). Not only did the entertainment giant have a subsidiary streaming service (MelOn), 

but organization activities such as talent acquisition, a record label, music production and a music 

publishing house were also part of the family of subsidiaries under SK Telecom's subsidiary family (SK 

Telecom, 2017), of which MelOn was able to leverage to its advantage.   

 

“…digital service providers MelOn, Mnet, Bugs, Genie and Soribada distribute their sound recordings 

via their respective digital service provider. This means they have two positions, one is a service 

provider, two is a sound recording distributer. This means for example MelOn make their music and 

distribute it as well.”  

-    Respondent 2, 2017, Appendix III   

 

It can, therefore, be said that MelOn does not operate as a conventional streaming platform, 

however, are under the control of mobile providers (Lee, 2009), and significant Korean entertainment 

companies. From a cost-based perspective, the interrelationship between music streaming services 

and telecommunication firms helps to develop unique offers around personalized content relevant 

to the individual consumer, thereby providing a variety of bundle packages offered at affordable 

rates (Bundgaard et al., 2016). 
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Business Models: South Korean Music Streaming 
Services 
 
Many of South Korea’s top music streaming services do not maintain differentiated characteristics 

according to Suji Kim, MelOn’s Marketing Manager. Granted, each of the music streaming services 

in the country holds different ownerships, typically by well-known Korean firms or Chaebols 

(Respondent 3, 2017, Appendix 4), but they very much have the same organizational structure in 

order to produce the customized content they offer to their consumers. For example, entertainment 

companies like Kakao adopt, what is commonly referred to as, a 360-degree ownership structure 

whereby their artists fall under the complete control of the entertainment firm. This means that often 

artists' intellectual property and revenue generated from royalties of music streaming, feed into the 

entertainment firm (Keith, 2014). This exemplifies a clear distinction between South Korean streaming 

services and international services like Spotify; which simply provides a service to stream music. A 

study by Shin (2009) suggests that such an operational system like MelOns’ has characteristics 

typically known in East Asia and therefore are seldom found outside the region. The mentioned 

differentiation of business structures could have a contributing factor to the lack of market entry by 

foreign players like Spotify. For example, such differentiation could have a corresponding relationship 

to the failing growth of services like Apple Music and Deezer in the Korean market (Respondent 1, 

2017, Appendix II) 

 

Furthermore, something is to be highlighted regarding the general model in which music streaming 

services are monetized. A research by Jiwhan et al., (2017) found that in the case of Korean music 

streaming providers, a subscription-based on-demand approach dominated the market in 

popularity amongst consumers between 14-59 years old. Further analysis by the same researchers 

identified that inclusion of a free yet “Ad” supported subscription model was highly rejected by 

consumers while they stream music. In contrast to Spotify’s user distribution which has been found to 

include 50 million paid subscribers and 109 million free subscribers in 2017 (Statista, 2018). It therefore 

can be said that if Spotify were to internationalize into the Korean market, there would be little 

concern regarding Korean consumers willingness to pay for a premium service like Spotify. Hence, 

this discovery could work in Spotify's favor as it supports a positive determinant for market entry.  

 

Therefore, entry distinctions which justify a reason for internationalizing are deemed relevant. The 

following section will thus identify the influential variables & determinants in which a music streaming 

firm could take into account before market entry. 
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Motives & Determinants of Internationalization to South 
Korea 
 
Digital capabilities 
A look into South Koreas digital infrastructure and technological advances will follow in this section. 

Furthermore, an analysis of how these advances become contributing factors behind the rise of 

music streaming in the country will be highlighted as well. Justifiably for Spotify, technological growth 

in South Korea could be a variable of consideration for its market entry. As a determinant of FDI by a 

service firm, as referred to by Ramasamy & Yeung (2010), identify that a contributing factor does lie 

behind the idea that an established infrastructural system will in turn attract FDI inflow. 

 

Supported by research findings, the advent of enhanced digital infrastructure and high-speed 

internet availability throughout South Korea has corroborated the success of host online music 

streaming services according to response patterns from this studies interviewees. Furthermore, as a 

result of digital competencies and smart device penetration, the way in which music is distributed 

and consumed has never been more reliable and convenient. For example, studies showed in an 

IFPI report (2017) that 41% of all Korean internet users subscribed to some form of subscription-based 

music streaming provider. Therefore, proclaiming South Korea with the highest proportion of internet 

users to paid subscription music streaming services. When asked about whether there was an 

association between the growing internet availability and growth of music streaming in Korea, Wonil 

Choi (2017) believed that the power of internet availability, in particular, was a contributing factor. 

 

“In Korea, I have not had to download a song yet because I just have internet everywhere and I 

don’t need to download a song to listen, I can just stream. So yes, this has given a good impact on 

streaming.” 

-    Respondent 3, 2017, Appendix IV  

 

Interestingly, a recurring pattern to the interviewees' responses revolved around internet capabilities 

and mobile penetrations being some of the aspects which constitute to the growth of music 

streaming services in Korea. Additionally, digital technology has been pivotal to the re-structure of 

the Korean music (Lee, 2009), due to research identifying a shift in consumer behaviors as a result of 

the enforcement on illegal music consumption.  

 

"Generally, consumer behavior changed. They went away from downloading music and transferred 

to music streaming"  

-    Respondent 1, 2017, Appendix II  
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Therefore, enforcement by the Korean government to crack down on the illegal consumption of 

music content over the internet seemed to have impacted the choice in which consumers could 

consume music digitally.  

 
Knowledge Based Resources  
Korea is a country with an abundant supply of skilled labor according to a Samil PwC (2012) report. 

Due to the widely available possibility for individuals to gain an education, in addition to the Koreans 

general enthusiasm to develop themselves through education, studies have identified that 98 

percent of the nation is in fact literate (Ibid). This feeling was shared by the interviewee Suji Kim who 

firmly believed the importance of having an education paves the way to a successful life in Korean 

society.  

 

First of all, Koreas have a high fever for education. Parents push that one should have a good 

education. Parents children force them to work really hard to go to the top tier college (…) My level 

of education somehow determines every quality of my life. That’s why people are more dependent 

on having a good education and thats why competition is fierce.”  

-    Respondent 1, 2017, Appendix II  

 

For a firm looking to internationalize into the South Korean economy, therefore, particularly for a 

technological service firm, the employment of knowledge-based and skilled labor is essential. 

Especially if a firm like Spotify is to maintain some form of comparative advantage with the market 

leader, MelOn, which maintains skilled local labor who arguably understands market conditions, 

consumers, and business customs. 

 

The Consumer: Digital Readiness 
As iterated earlier, it is clear that South Korea holds some of the world’s best digital capabilities. 

Subsequent to this result, the country is also a market leader concerning the digital readiness of its 

average consumer (Euromonitor, 2018). According to a score, otherwise identified as the 

Euromonitor International Digital Connectivity Index (Ibid), South Korea scored a 41.75, therefore 

ranking it the highest in the world for digital readiness.  

 

“I think because of the development of the internet and the smartphone in Korea. The digital is faster 

in Korea than any other country.” 

-    Respondent 3, 2017, Appendix IV 
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This discovery, coupled with the governments continued intervention via investments to fuel Korea’s 

digital infrastructure, make it an exciting economy for a digital service firm such as Spotify in the 

future, due to advances in research and development in this sector only getting bigger. As of 2019, 

the local government aims to revolutionize smartphone internet connectivity with not 4G, but 5G 

capabilities. It is estimated that in parallel with the mentioned improvements, so will the digital 

readiness of the Korean people grow even further (Euromonitor, 2018) 

 

FDI and Trade Liberalization  
Backed by market evaluations carried out by MarketLine (2018) and (Samil PwC, 2012), favorable 

tax liberalization and regulatory incentives initiated by the Korean government has made 

internationalization into Korea by foreign investors more attractive. Incentives include, for example, 

corporate deductions or tax exemptions in addition to financial grants awarded to qualified 

international investors looking to enter technology sectors (MarketLine, 2018).   

 

Conversely, an interesting response pattern from the three interviewees uncovered that FDI of an 

international music streaming service does not exist in Korea. That said, however, business analysts 

have disclosed that efforts have been made by the Korean government to attract FDI by opening 

different business sectors to international investors (Samil PwC, 2012). Furthermore, restrictions 

regarding the limitation of foreign ownership in the country were discontinued therefore allowing the 

possibility of complete ownership of a Korean business (Ibid).  

 

Furthermore, it can be argued that the political environment could influence the business operations 

of music streaming services in South Korea. For example, favorable government policies can support 

the growth of the industry whereby host market and foreign investors are incentivized to grow their 

operations. Conclusively, according to a report by (Ibid, the Korean government does, in fact, foster 

the support of FDI inflow to the Korean economy. In the case of the service sector in particular, FDI is 

encouraged when it comes to technology (Ibid). Therefore, this could be an attractive determinant 

for Spotify if it decided to enter the Korean market via an FDI strategy and maintain complete 

ownership of its operations.  

 

Effects of Foreignness 
A consistent question asked in the semi-structured interviews regarded the implication of the lacking 

market entry of foreign services. While drawing from literature, it is identified that such failure could 

be due to an effect of foreignness which is regarded as a lack of familiarity with business conditions 

(Zaheer, 1995; Jensen and Szulanski, 2004). In the context of Spotify for example, lack of localization 
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concerning functionalities relevant and familiar to South Korean consumers could therefore be a 

contributing factor to it’s dampened entry into South Korea.   

 

“I think Koreans are just more familiar with MelOn (…) something they are used to using. I would say 

consumer recognition and familiarity with local products is why Spotify is not large in Korea.” 

-    Respondent 3, 2017, Appendix IV   

 

The above citation supports the idea that host market firms have an advantage over foreign entrants 

as a result of their access to local insights (Schmidt and Sofka, 2009)(i.e. insights of what is most familiar 

to local consumers). Furthermore, supported by Hymer (1960) who suggests that host market firms 

advantage over entrant organization, in part, as a result of smoother access to local resources as 

well. In the context of this study, such a resource can be considered as local music content. In the 

case of Apple Music, the fact that it is neglected a local resource (i.e. local music content) this 

creates a biased and disadvantaged environment for the foreign service.  

 

“Leon don’t distribute their sound recordings to Apply Music (…) If I subscribe to Apply Music, I cannot 

listen to Leon entertainment content.”  

-    Respondent 2, 2017, Appendix III   

 

This distinction, goes onto exemplify a discrimination between local streaming services and foreign 

entrants. That said, legal aspects such as licensing allocation of music content has also been 

discovered to delegitimize foreign firms success to enter South Korea. When asked about why existing 

western streaming service Apple Music has not received even a fraction of the popularity MelOn 

has, despite its acclaimed international brand name and product offering, Suji Kim from MelOn 

responds about their challenge to source the licensing for Korean content.   

 

“They are really struggling to get licensing from other Korean entertainment entities (…) they struggle 

to get the license for K-pop music. They failed to source the content (…) I think it happens the same 

for Spotify (…) International services have to retail at least 10 million Korean licenses for songs.” 

-    (Respondent 1, 2017, Appendix II 

 

This could force foreign entrants to take stronger action towards obtaining relevant licenses if it were 

to include Korean repertoire within their service. This would be important for Spotify to understand if 

it were to enter South Korea because a large proportion of the most popular songs in the country are 

in fact K-Pop (Respondent 3, 2017, Appendix IV). Therefore, Spotify would have to consider improving 

its content offering by including a substantial library of K-Pop music to satisfy the Korean consumer.  
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Service providers in South Korea are consistent in producing content which is suited for the Korean 

people, and thus have a competitive advantage over foreign services. Results have shown that only 

15 percent of Korean music streaming content is international repertoire, therefore, leaving 85 

percent of the Korean market music, of which is predominantly K-pop (Respondent 2, 2017, Appendix 

III). Korean music dominates the market, and this could be as a relation to the fact that the five 

primary streaming services in the country are Korean firms. In the case of MelOn, an analysis at the 

time of the interview with MelOn’s marketing manager, Suji Kim, found the firm’s top 100 songs to be 

Korean and the 101st song to be English.  

 

Effects of Formal & Informal Institutions 
 
When music streaming services want to develop themselves within Korea, there are some factors of 

consideration which fall outside the control of the music streaming environment. Therefore, in order 

to understand the broader external environment in which music streaming services operate within, 

an analysis of South Korea’s formal institutions will follow. For example, considerations on how legal 

regulations and governmental policies will impact the firm (i.e., formal institution).  

 

The relevance of the institution will be contextualized with a main focus of Spotify. Triangulation of 

the primary & secondary data from this section, in addition to drawing from theoretical viewpoints 

will be illustrated in the discussion section.   

 

Political Institution 
As a subsequent to the advancements of digital technology in South Korea, the high-quality 

replications of digital content at almost inexistent cost, and the growing availability of internet 

networks used for content distribution, the concept of piracy has come to light (OECD, 2004). The 

topic around piracy has become an important issue, particularly in South Korea wherein 2003 levels 

of piracy (illegal reproduction and distribution) of music content over the internet reached 

disconcerting levels. When asked about the drop in digital revenue in South Korea between 2001 

and 2005, You Gi-Seob from the Korean Music Copyright Association believed that a contributing 

factor was in fact related to the volume of illegal services operating in the market.  

 

”There are lots of illegal services. Fully illegal downloading services that time. A lof of people were 

using that. people did not want to pay.”  

-    Respondent 2, 2017, Appendix III   
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Intervention from the political institution, therefore, pushed for the legitimate distribution of content 

and through which introduced copyright legislation formally on the government's agenda. This was 

a strive to increase awareness amongst consumers in Korea who, for the most part, were so used to 

consuming content for free, it became the norm.  

     

“The earlier stages of when new copyright laws were introduced, people were not thinking in the 

way to fairly pay for content as they are now. I suppose the earlier stages of copyright received the 

most backlash from the consumer because people were not used to it.” 

-    Respondent 1, 2017, Appendix II   

 

In 2007 the Korean government improved the political landscape around digital music distribution 

and consumption by revising the nations copyright laws. Through which the government required 

online service providers of the time to filter illegal content which was not licensed or granted 

permission to distribute by the right holder of that content (IFPI, 2018). In 2009 stringent response 

measures were introduced and finally rolled out in 2011 requiring illegal services to register their 

operations with the government and enforce filtering of unlicensed content to be removed from 

their database (Ibid). When asked about this intervention from the government, a general consensus 

from the three respondents of this study found this to have been a substantial strategy by the 

government to remove South Korea from international watch lists for having the worst rates of digital 

piracy and thus failing to protect intellectual property (The Economist, 2010).  

 

“It's a good effect because there are so many illegal web services and so many people upload their 

content on the internet to try to share with their friends and other people. So we needed safety 

measures. So this was a good amendment by the government.” 

-    Respondent 2, 2017, Appendix III   

 

The above signifies a prime example of government intervention to promote the fair treatment and 

rights of parties involved in the music streaming industry in Korea. In addition, such efforts were also 

an attempt by the Korean government to facilitate the growth of its music culture (Leung, 2012). 

When asked about the involvement the government had towards the development of Korean 

content within the music streaming industry, respondent two believed that the order came from the 

highest power in government.  

 

“Now the president wants to try to boost the culture industry so therefore the Ministry of Culture, Sports 

& Tourism now leans a bit more to the copyright side, towards the music creator side.”  

-    Respondent 2, 2017, Appendix III   
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This is a clear distinction that formal institutions under the government's supervision, play a significant 

role in efforts to abolish piracy, and therefore signify the effect in which it has on the music streaming 

industry. Such efforts can be regarded as a strategy to grow music streaming revenues, encourage 

the fair support of content creators and subsequently grow the industry as a whole. However, 

research has found that piracy and illegal distribution of digital content, despite getting better, still 

exists within the streaming industry in South Korea (Respondent 1, 2017, Appendix II). Such brings forth 

the attention of an additional intervention by the political institution to crack down on piracy in the 

country. Referred to as the “Three Strikes” policy in Korean copyright, the policy gave the 

government the power to delete illegal reproductions, inform copyright infringers, and discontinue 

their online access (Mon & Kim, 2010). It has been identified that if users fail to maintain three notices, 

formal correction orders will be handed by the political institution to block infringing file sharing sites 

and penalize individual users (Ibid; IFPI, 2018). When asked about this intervention, respondent three 

made a supporting statement by identifying the formal institutions' power over the industry by taking 

a hard line against infringements.  

 

“The copyright protection agency under the government and they are monitoring all the internet for 

the piracy. So services, when they are illegally sharing music, they can be monitored by the 

protection agency and will be taken down. So this does have a positive impact on music streaming 

services so people cannot download illegally anymore, they have to go to the streaming services.”  

-    Respondent 3, 2017, Appendix IV   

 

Therefore, research has identified that such intervention from the political institution has had a 

contributing yet positive effect and support of the music streaming industry.  

 

Legal Institution 
It has been identified that governmental interventions from a technological perspective influence 

the growth of music streaming services in Korea. However, a closer look at institutions which have 

been established as regulative bodies to facilitate the legislation and the representation of Korean 

content owners will be explained and analyzed in the following section. In order to do so however, 

the two institutions which were interviewed will be presented briefly and will exemplify their 

significance to the music streaming industry in Korea. 

 

Korean Music Copyright Association (KOMKA) 
Korean Music Copyright Association (KOMKA) is a formal institution which represents and holds the 

property rights of songwriters, as well as other associate parties within the music industry in general. 
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However, for this study, a focus on the songwriters and performers is relevant as it is their content 

which is consumed via music streaming services.   

 

“We have the exclusive rights. Is some DSP (digital service provider) wants to use our repertoire, if 

they want business, they need to get the license from us.” 

-    Respondent 2, 2017, Appendix III   

 

This result, therefore, identifies the level of control a formal institution has on the strategic behaviors 

of the streaming services in Korea. An illustration of the effects formal institutions have on the music 

streaming services will be apparent via a description of the copyright and licensing establishments 

in South Korea. That said, the management of copyrights and content licensing is facilitated via 

coordination and support between KOMKA and the political institutions. What is interesting in this 

respect is that KOMKA influences the amount of tariff imposed on digital content in Korea. This is in 

part because they are the mediators between the content creators and the political institution.  

 

“DSP have to follow the tariff of KOMKA (…) in Korea we don't need a negotiation because the 

government decide the price. The government decides the tariff for everyone.  

-    Respondent 2, 2017, Appendix III   

 

The interpretation of this is that the tariff rate is dictated to KOMKA by the government, whereby 

KOMKA facilitate the management of tariffs. If in a position that the tariffs are not favored by the 

parties involved, KOMKA will lobby to the government in representation of these parties, either to 

increase or decrease the tariff (Respondent 2, 2017, Appendix III). Such is important to note because 

it exemplifies the interrelationship this governing body has on the music streaming industry, and in 

turn exemplifying the impact a formal institution has on the music streaming industry as well. 

 

Recording Industry Associate of Korea (RIAK)  
Research has identified that the initial purpose of establishment of the RIAK institution was to protect 

the intellectual properties, held by music companies, against illegal distribution and piracy (RIAK, 

2018). The RIAK withholds the rights and interests of music companies via upholding formal legislation 

and laws passed down by the legal institution (Ibid).  

 

Interestingly enough, it was the RIAK institution who filed litigation against the illegal streaming 

services for their infringements. Implementation of the litigation against illegal services subsequently 

lead to the government's improvement to national copyrights, in addition to the “Three Strike” policy. 

That said, it could be assessed that these contributing actions supported the shift from illegal 
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consumption of music to the popularity of legal music streaming and growth of music streaming 

services like MelOn.  

 

“Bugs and Soribada, are examples of free services. The music industry did not earn anything from 

them. This was piracy. This is why we were doing litigation against them and we won the litigation so 

they had to pay a certain amount of money to the right holder. So based on that amount, and after 

the litigation and they were changed to monetized services. That's why the digital sales has been 

significantly increased.”  

-    Respondent 3, 2017, Appendix IV   

 

This signifies the positive effect in which the institution had on the musicians who create the digital 

content which is streamed over the internet, in addition to the shift which took place from illegal 

music consumption to the development of music streaming providers.  

 

Social Institution (Informal) 
According to North (1991), within the confines of the informal institution fall a nations culture, norms, 

and ethics. Scott (1995) on the other hand observes the informal institution as a social structure with 

the inclusion of social activities and symbolic events. From the interviews an intriguing pattern 

emerged which identified a category of Korean music which has transpired into popular culture. This 

category is commonly known as K-Pop (Korean Popular Music). For example, when asked about 

whether K-Pop could be related to the success of entertainment services in Korea, Wonil Choi from 

RIAK had a definitive response, stating:  

 

“Yes, I think so. And K-pop dominates the market.”  

-    Respondent 3, 2017, Appendix IV 

 

K-Pop or the abbreviation for Korean popular music is a genre originating from South Korea. In a more 

granular sense, the genre can be regarded as a form of modern-day South Korean pop music 

drawing inspiration from styles around the world (Laurie, 2016).  

 

K-pop’s popularity has created openings for communities of fans interested in the cultural 

phenomena represented by “idols” or K-Pop performers (Ibid). Although only three respondents were 

interviewed, they consistently generalized to speak for most of the Korean population, by virtually 

indicating how K-Pop fans are crucially important to the music industry and in particular to music 

streaming as well. The population of fans have evolved into a subculture otherwise referred to as 

“fandom,” of people captivated by their favorite idols (Billboard, 2013).  
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"This is really why music streaming services are dependent on fandom culture. It’s the only way they 

are able to express their love for their favorite artists. Through music streaming."  

- Respondent 1, 2017, Appendix II   

 

These particular fans maintain a sense of identification with their favorite idols and go to extreme 

lengths to support their success to the top of the Korean music charts on streaming services. 

Interestingly, through the interviews, a discovery of an interrelationship between fandom culture and 

the growth of music streaming services was communicated. Unanimous response highlighted that 

fandoms would purchase multiple MelOn accounts and  playback their favorite idols' song so that it 

would hit the top of the most played list, subsequently coining its heightened popularity (Respondent 

2, 2017, Appendix III) 

 
 
 

DISCUSSION. 
In this chapter, the findings of the carried out research will be discussed and contextualized with the 

theoretical framework in mind. This will exemplify the triangulation approach adopted by this study 

in order for the researcher to arrive at reasonable assumptions to try to answer the research and sub-

research questions. The discussion will also aim to provide a guideline for Spotify if it were to consider 

a strategic internationalization strategy into the South Korean music streaming industry. Bear in mind 

that due to the complexity associated with the task of applying traditional (industry focused) 

internationalization strategies to a music streaming service, which to the researcher’s knowledge has 

never been attempted, in addition to the fact that Spotify is yet to enter the South Korean market, 

the researcher therefore investigates variables drawn from conventional theories and adapted them 

to the service firm.  

 

Attractive characteristics of the market in question will be highlighted to illustrate possible 

determinants for FDI by Spotify. This will lead into an illustration of the effects of foreignness, which the 

researcher intends to provide an understanding of particular barriers to entry, which the entrant firm 

can expect before internationalization. The discussion section will conclude with an account of the 

formal and informal institutions in South Korea relevant to the impacts of music streaming services in 

that market. 
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Market Structure 
What has been found throughout literature, is that one of the most valuable comprehensions to have 

in order to make an effective and strategic internationalization relates to gaining knowledge about 

the host market. This is in line with Jones and Coviello (2005) who state, that the initial phase of a 

development strategy for internationalization falls under the representation of a low-level 

commitment and gradual internationalization to a particular cross-border market. It is within this 

stage, that the investing firm is to obtain gradual knowledge of the foreign market, and increase its 

level of commitment over time (Ibid). Also drawn from literature is the Uppsala model and its 

suggestion on the prerequisite for gathering knowledge about a domestic market before the initial 

stage of internationalization (Wentrup, 2016). The researcher is aware that this model’s applicability 

is mostly aligned with that of manufacturing industries (Glowick, 2009). However, it’s theory about 

maintaining a market understanding via a gradual approach, seems to hold relevant in the case of 

Spotify internationalizing into the Korean music streaming industry; being that the market 

environment is portrayed to be controlled by major, almost monopolizing conglomerates in an 

arguably complex environment.     

 

It was discovered, through analysis of the music sector, that South Korean streaming services, for the 

most part, maintain ownership by telecommunication firms. This indeed was particular for Korea’s 

most popular music streaming service, MelOn, which was initiated by a telecommunication firm as a 

strategic approach to broaden its target market and product offering (Respondent 1, 2017, 

Appendix II). This is not a notable incorporation by Spotify, which maintains full ownership of its 

operations without parent ownership by a telecommunication company (Spotify, 2018). Furthermore, 

acquiring initial experience of the Korean music streaming environment, subsequently shed light on 

the presence of “Chaebols,” Korea’s version of a conglomerate. This presence signifies a higher level 

of ownership structure in the Korean economy, which otherwise would not have been discovered 

due to the limitation of research, in English, carried out on such a concept (Negus, 2015). Therefore, 

this ideal supports the significance of gaining knowledge about a foreign market as a key driver as 

stated by Jones and Coviello (2005) and Wentrup (2016), according to the Uppsala model.  

 

The structure of a telecommunication firm owning a music streaming service, and in turn a 

“Chaebols” owning the telecommunication firm exhibits the depth at which the operational structure 

is interrelated in the Korean music streaming industry. Such vast ownership structure can support the 

trend that Korean style conglomerates often overwhelm competition, particularly inhibiting the entry 

of foreign competition as well (MarketLine, 2017). In the case of Spotify, the Chaebols competitive 

advantage can pose a drawback for Spotify's entry into the Korean market. It can further be said 

that the interrelationship between leading Korean music streaming services and telecommunication 
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providers exemplifies and supports claims by Barber & Ghauri (2012), that as a result of FDI in service 

firms, a new style of firm has been created which integrates itself with telecommunication 

companies.  

 

Taking the structure of the Korean music streaming market into account, if Spotify were to develop 

a strategy to internationalize, it can be argued that development of a more in-depth understanding 

of the business environment, will subsequently enable it to develop a stronger internationalization 

strategy. Particularly so, being that the Korean music streaming environment does not consist of 

conventional streaming platforms like Spotify, the researcher deemed it necessary to identify 

determining variables, which would support making Spotify’s internationalization into South Korea 

justifiable. Therefore, the next section will discuss the benefits of the Korean market in which Spotify 

could exploit if it were to internationalize. The section will also take into consideration certain 

characteristics, which provide host market competitors an advantage over an entrant firm. The 

researcher deems this necessary for Spotify to have an awareness of these drawbacks if it were to 

consider entering South Korea.  

 

In critique to the Uppsala model and its applicability towards a service-based firm, literature brings 

forth the limitation this theory has towards knowledge of the external factors of consideration of the 

host market (Hollensen, 2007). This further supports a transition to the next section, which the 

researcher has chosen to feature in order to enlarge the scope of the Korean music industry by taking 

into consideration macro variables of the South Korean economy, which can be argued to be 

contributing factors for FDI of the service firm as well. 

 

Benefits of FDI Determinants to Spotify 
 
The researcher deemed it necessary to isolate the country advantages of South Korea relevant to a 

music streaming service, which make it attractive for FDI. In the case of this study, this meant 

gathering information about South Koreas technological infrastructure and digital capabilities, 

mobile & internet penetration, the consumers potential in respects to readiness for digital and the 

demand for music streaming. Regulatory incentives concerning host market ownership and tariffs on 

foreign investors were also put under the scope. In its entirety, the aim of the determining variables 

mentioned was to help justify Spotify’s FDI strategy if it were to internationalize into South Korea. 

Therefore, a discussion of the potential FDI determinants for Spotify, if it were to internationalize into 

South Korea, will also highlight the strategic benefits available. 
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Technical Capabilities 
Technological capabilities, perhaps the most significant aspect in reference to an FDI determinant 

for a foreign music streaming service, according to the consistent response pattern from all three 

interviewees. Responses pointed out that advanced infrastructure in the form of internet capabilities 

and mobile penetration were contributing factors to the growth of music streaming in Korea. In 

addition to, it was important to examine the digital and technological infrastructure of the Korean 

market as a determinant of FDI, because as it is suggested in the literature that an established 

infrastructure typically attracts a higher volume of FDI (Lall et al., 2003). Therefore, it can be said that 

having access to a robust technological infrastructure creates opportunities for an entrant firm like 

Spotify. Simply put, the advanced digital support of South Korea would allow Spotify to consistently 

operate in the country, if it chose to do so.   

 

With the infrastructure determinant in mind, coupled with the fact that Korea proclaims to have the 

highest proportion of internet users in the world, supports an additional opportunity for Spotify if it 

were to enter the market. For example, research has identified that wireless broadband penetration 

exceeded 100% in 2016 (MarketLine, 2017), which is indeed the case with consistent findings from all 

three interviewees generalizing that internet connectivity is advanced. Therefore, the result of 

increased broadband penetration in South Korea facilitates the vast reach in which Spotify can 

provide its service to the South Korean audience.  

 

This research also reveals that internet connectivity and advanced technological capabilities seem 

to be almost a necessity for the Korean people. As respondent three (Appendix IV) highlighted the 

significance of good internet and the impact on music streaming services:  

 

“Korean’s do not like to wait. So the internet has to be quick, it has to be faster (…) If things are really 

slow and you cannot wait for the stream to get ready to listen to a song, no one wants to use it. So 

having faster data also give good effect on music streaming.”   

 

What is interpreted from this is that if there is bad internet connectivity, or the streaming service has 

poor technological capabilities, people in Korea do not want to use it. Being that Spotify is one of 

the worlds most significant music streaming services regarding paid subscriptions outside of China 

(Richter, 2017) the assumption can be made that Spotify’s technical capabilities function well and 

therefore can capitalize from Korea’s advanced technological abilities as well.  

 

A limitation of the technological determinant, however, is that it fuels the implication of illegal music 

streaming in the South Korean market.   
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Skilled Workforce 
According to FDI internationalization theory, another relevant determinant of FDI is categorized 

under knowledge-based resources or skilled-labor of the host market (Zekos, 2005). Research has 

found that, South Korea maintains a supply of skilled labor according to PWC. In addition to which, 

the economy also preserves a highly educated population (Respondent 1, Appendix II). This result 

indicates that if Spotify were to internationalize into South Korea via an FDI strategy, they could 

acquire the knowledge-based local resources required to carry out the technological and strategic 

operations of the business. Moreover, being that Spotify has yet to enter the South Korean market, it 

can, therefore, be argued that it does not have the first-hand experience of the host market from a 

local perspective. That said, Spotify could explore the advantage of employing a capable Korean 

workforce which in turn can provide Spotify a comprehension of Korean culture, traditional norms, 

and language. 

 

Trade Liberalization 
By its very nature, the liberalization of trade borders is a supportive mechanism which opens up a 

particular market to interested foreign investors that are looking to enter (Ramasamy & Yeung’s 

(2010). Interestingly enough, research has uncovered that South Korea can be said to have 

favorable tax liberalization and regulatory initiatives for foreign investors (Samil PwC, 2012). This would 

be advantageous to Spotify, as it is a firm, which enjoys strong ownership advantage of its content 

licenses, in addition to distribution control of the intellectual property in which it holds licenses to 

(Spotify, 2018). In sum, the observation is that if Spotify were to internationalize into South Korea, its 

operations would be welcome due, in part, to the local governments fostered support of FDI inflow 

to the economy (Samil PwC, 2012). This means, that Spotify would not have to risk taking an indirect 

entry strategy (i.e., licensing & franchising), where it would relinquish its complete control over 

intellectual property, knowledge, and ownership (Sajadi, 2015). 

 

Effects of Foreignness 
 
Another recurring pattern in the interviewees' responses included information about the possibilities 

as to why certain foreign streaming services have not succeeded, despite having entered the South 

Korean music streaming industry. This section, therefore, discusses possible reasons behind this 

phenomenon through the interpretations of the interviewees' responses while drawing from the 

effects of foreignness theory. Based on gained knowledge about this, the researcher aims to provide 

an awareness of the limitation other foreign music streaming services have come across in South 
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Korea, in addition to providing a possible guideline of implications to be aware of to Spotify’s 

management, if they were to internationalize into South Korea.  

 

It was found that an ethnocentric environment does exist within the South Korean music streaming 

industry according to a consensus from the interviewee's responses. It was made clear that only a 

select few of the world’s top music streaming services, namely Apple Music & Deezer, have a market 

presence in Korea. That said, however, questions in recent years have challenged their perceived 

success on the market. Wonil Choi (2017) from RIAK, when asked about why services like Spotify lack 

growth in South Korea, he believed that a contributing force was merely behind the fact that people 

were not used to using a foreign service. Furthermore, the familiarity of local services like MelOn were 

more comfortable to local people (Ibid). This is in line with literature from Sharma et al., (1995), who 

identifies ethnocentric inclinations among a variety of internationalization barriers for foreign 

investing firms.  

 

Interestingly, the later response can indicate two perspectives, one being that people have more of 

an affinity with Korean content (IFPI, 2016). Another being that the limited foreign content to the 

South Korean people set a barrier for the possible interest for international content the South Korean 

people might have. The later assumption seems logical, as research has identified that foreign 

streaming services “battle” to gain substantial licensing for Korean content. This could signify a form 

of discrimination by local streaming services & right holders towards foreign entrants. This is in line with 

(Zaheer, 1995; Jensen and Szulanski, 2004), as an example of a barrier experienced by the entrant 

firm due to lack of familiarity with business conditions, local roots, and reputation within the host 

market. Interestingly, Hymer (1960) theorized that discrimination from government also acts as a 

discriminating force against foreign firms.  

 

It can, therefore, be said that if Spotify were to enter the South Korea market, it would be suggested 

that it adjust its offering to be in synergy with the effects of foreignness unique to South Korea. An 

example of this would be perhaps to cater its user interface to align with the local understandings. 

This is supported in the literature by Ramasamy & Yeung (2010) who state that one particular 

fundamental for a service firm FDI is to incorporate an adjustment of the service in question, in a way 

to satisfy the host markets variance in culture, traditional norms, and language.  

 

Moreover, it is the researcher's opinion that if Spotify was to achieve success of internationalization 

into South Korea, a gradual pattern of internationalization should be preferred in order for the firm to 

achieve greater familiarity with the host market. Furthermore, this approach will allow Spotify to 

develop a learning strategy through timely interaction with the local economy, which will enable it 
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to legitimatize its operations (Hymer, 1960). As a result, this could be an approach for Spotify to 

potentially overcome effects of foreignness as through an FDI approach the firm can better explore 

local resources and opportunity.  

 

However, according to Hymer (1976), through the above-mentioned approach, the investing firm 

could incur costs associated with trying to overcome the effects of foreignness. What this means is 

that an investing firm could absorb costs associated to learning about the South Korean music 

industry, legal administration and tariffs, reputation building and relational hazards in reference to 

external and internal uncertainties of the host market (Zaheer, 2002).   

 

In summary, research has uncovered that major local music streaming services, particularly MelOn, 

have built up a large volume of Korean repertoire which seems to have trumped the availability of 

English content made available through foreign streaming services. This study has also unveiled 

interrelationships between host country streaming services and local conglomerates, which is an 

interesting observation and supports the unconventional nature of South Korean music streaming 

business structure. The next section will discuss the effects of the formal and informal institutions by 

looking into the interrelationships they have with music streaming services. 

 

Institutions 
Previously in the analysis, the role of the formal and informal institution on the South Korea music 

streaming industry was examined. The upcoming chapter will bring together the particular qualities 

of the South Korean institution and draw from the theoretical foundation of this study in order to form 

a healthy discussion. Upon the conclusion of each of the below sub-sections, the researcher will 

identify which of Scotts (1995) pillars is most relevant. 

 

The researcher identifies that the basic FDI determinants, mentioned earlier, of a host market provides 

an insufficient analysis of the additional essential implications which an entrant firm should consider 

as well. This is supported by Kunčič & Jaklic (2014) who identify that FDI determinants have increased 

in complexity due in part to the environmental dynamics in which an international business operates. 

This is also in line with the ideal that investment decisions, particularly FDI approaches, are also more 

complex due to the nature of cross-country differences. That said, in the case of Spotify, which has 

not yet entered the South Korean market, the researcher deems it more relevant to consider how 

the institutions are today while drawing from historical instances leading up to this point. 
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Political Institution 
During the investigation of the South Korean formal institution, it was discovered that intervention by 

South Korea's political institution (i.e., government) was in part a result of growing distribution and 

consumption of music, over the internet, illegally and subsequent drop in digital music revenue 

(Respondent 2, Appendix III). In the case of Spotify’s determinant for FDI, such a governmental 

intervention could pose significant as this particular action by the Korean government, to improve 

the business landscape around music consumption, signifies levels of a high-quality formal system 

which Spotify can trust and rely on. This ideal is also sustained by Kunčič & Jaklic (2014) who believe 

that a host economy with a quality institution will have a positive effect on FDI.  

 

Moreover, the case of the formal intervention on South Korea’s illegal music distribution, confirms 

theory by Peng (2002) who found that the institutional based view includes a dynamic interaction 

between the formal and informal environment. For example, results indicated that actions by the 

South Korean people (informal institution), in part, triggered the political institution to intervene and 

improve copyright legislation.  

 

Taking illegal reproduction and distribution of digital music into account, coupled with political 

intervention, as a result, saw the digital music landscape change, according to findings from primary 

research. Political intervention in the case of music streaming was seen as an action by the 

government to revisit South Korea’s copyright laws. As mentioned earlier, this re-visitation brought 

light to the incorporation of direct measures in the form of a the “Three Strikes” policy and the 

requirement of online music services to register their businesses and content. Such is a primary 

example of the institution enforcing a penalty for non-compliant conduct (Scott, 1995), and an 

actual example of the incredible influence and power the formal institution in South Korea has over 

host firms. Therefore, in the case of Spotify, if it were to internationalize into South Korea, knowledge 

and understanding of the political institution and its power over firms is deemed an essential 

consideration as Spotify can almost undoubtedly expect to engage with this particular institution in 

some way. 

 

Legal Institutions 
 
The enforcement of the regulative elements set forth by the political institution was discovered to be 

facilitated in collaboration with formal regulative bodies such as KOMKA and RIAK. Such 

organizations play an essential role in the ecosystem of the music streaming industry. Results from 

primary research support this notion as they indicated the strategic interconnection between the 

governing bodies and their influence on music streaming services in Korea. To place this in context, 

KOMKA holds the property rights of the songwriters. If Spotify or any other music streaming service 
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wanted to include a particular song within its service and stream in South Korea, they would have to 

negotiate terms of agreement with KOMKA the license to stream that particular song (Respondent 2 

Appendix III). KOMKA in turn communicates the rate of tariff to the streaming service in question, of 

which is determined by the political institution. KOMKA ensure that the legal aspects of the 

transaction are met (i.e. copyright law is enforced) and all parties involved (musician, streaming 

service, and KOMKA) are fairly represented.  

 

In parallel to this, RIAK stands to serve the music companies who own the intellectual property rights. 

Interesting about this aspect is that the music companies in South Korea typically fall under the 

ownership of a South Korean style conglomerate. Furthermore, the research identified that the 

general structure of the average music company in South Korea operates under a 360-degree 

business model (Keith, 2015). This means for example that the music companies in fact “own” the 

songwriters, and by default subsequently own their intellectual property. It can be said therefore that 

it was in the best interest for entertainment firms to also fight against illegal acts against music 

streaming and distribution, which interestingly enough was lobbied to the government by RIAK 

(Respondent 3, Appendix IV).  

 

The above-mentioned interconnections between the institutions illustrates a synergy between them. 

Hence, the open interaction between the formal institutions and parties associated with the 

intellectual property suggest a transparent, structured and fair course of carrying out policy. 

Exemplified by a response from You Gi-Seob with KOMKA, when asked about the process of working 

with legislation and tariffs, he highlighted:  

 

“before we submit the tariff, we negotiate with the people related in the section and then we should 

arrange the agenda with our board members (…) The KCC (Korean Communications Commission) 

hold the meetings and hearings and invite many people, the right holder side and the business side. 

So they hear each parties opinion and they make record about this amendment.”   

-    Respondent 2, Appendix III 

 

In this case, the implications for Spotify will be positive because the organized structure of the 

institutions, as exemplified above, portray strong characteristics to support determinant for FDI, as 

upheld by Kunčič & Jaklic (2014).   

 

Summary of The Formal Institutions 
In a reflection of the above information regarding the formal institution, actions by which show 

elements of focus towards legislation and rules which in turn could potentially affect the operations 
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of an organization and an individual’s behavior.  For example, the introduction of heightened 

copyright by the political institution encouraged people to shift from illegally consuming and 

distributing music over the internet, to instead finding authorized methods to consumer music, for 

example, music streaming services (Respondent I, Appendix II), this led to an increase in music 

streaming. Another example includes the legal institutions' enforcement of the legislation laid out by 

the South Korean government. Hand in hand, it, therefore, can be affirmed that the political 

institution of South Korea falls under the criterium of the regulative pillar according to Scott (1995). 

Moreover, the laws set out by the political institution to crack down on illegal actions have seemed 

to have maintained control over individual digital music distribution providers because illicit activities 

have decreased since 2007, and music streaming services have grown in popularity as well. 

 

Informal Institutions 
Research has indicated that the music streaming industry is heavily influenced by consumer trends 

and taste of music (Respondent 3, Appendix IV). Research has also depicted that music consumers 

in South Korea value using a streaming service where K-Pop holds majority of the content. This signifies 

the overall popularity of Korean content, notably K-Pop, despite the availability of international 

content as well (Respondent 2, Appendix III). As mentioned earlier, the prevalence of K-Pop has 

subsequently created a community of fans geared towards their favorite K-Pop artist or group. This is 

a good example of a social structure which has been influenced by social activities and cultural & 

symbolic events (Scott, 1995). The implications of this for Spotify would be to increase its repertoire of 

South Korean content, even if it meant sacrificing international content in order to sustain South 

Korean content licenses, only while operating in South Korea, to drive local users to its platform.   

 

However, it can be said that the general bias towards K-Pop can be seen to create a form of hostile 

public opinion against international content and music streaming services. According Kunčič & Jaklic 

(2014), a hostile public opinion could contribute to a lengthy process by a foreign investor to getting 

access to licenses. This is an interesting point because, as mentioned in earlier section regarding the 

effects of foreignness, the research indicated that in fact, international streaming services struggle 

to gain licenses from other music streaming providers and entertainment companies in South Korea 

(Respondent 1 & 2, Appendix II & III). This creates a barrier for Spotify if it wanted to internationalize 

into the South Korean music market because as it stands, according to information gathered from 

international forums about K-Pop availability on Spotify, available K-Pop content is scarce. Only 30 

groups or artists present on the platform, against the over 100 different groups and artists that occupy 

the international K-Pop industry (Spotify, 2018). This means that Spotify will have to work hard and be 

strategic in gaining licenses for South Korean content in order to fulfill the possible uncertainty of 

ethnocentric inclinations by South Korean music fans.  
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Conclusively, with Scott’s (1995) pillars in mind, the informal institution, in this case, is categorized by 

the researcher to fall under the cognitive pillar. This is due to the establishment of fandom culture, 

regarded in this case as an individual’s behavior, as a consequence of the social construction of K-

Pop. 

 
 

 

CONLCUSION. 
 

To carry out the primary analysis of this study, the researcher applied traditional internationalization 

strategies, particularly FDI theory, towards a music steaming service (Spotify), despite the awareness 

of FDI’s original alignment with industry-based firms. Through critical literature, it was discovering that 

particular aspects of traditional internationalization theory and FDI theory could in fact be applied 

towards a service firm. Through the analysis it was discovered that parts of FDI theory could be 

applied successfully on the analysis of the internationalization of a music streaming service.  

 

Further analysis carried out by semi-structured interviews, in combination with secondary literature, 

the researcher was able to discover that South Korea is in principle an ideal market to establish an 

international business. This goes in hand particularly for a music streaming service as well, because 

of the high quality, strong and established formal institution present in the market. In addition, South 

Korea hosts arguably the best telecommunication, digital infrastructure and mobile phone 

penetration on a global scale, which furthermore supports a potential for successful business 

operations for a music streaming service, like Spotify 

 

The researcher discovered that South Korea comprises of a strong and established social structure 

towards music streaming services. A large proportion of internet users are also subscribers to some 

form of music streaming service. However, as it stands now, it seems to be that in South Korea, 

international music content is only represented in a minor percentage of the total available music 

content. This can pose a challenge for Spotify if it wanted to enter the South Korean market due to 

the difficulties of obtaining licenses for local content, particularly K-Pop. Since, especially K-Pop, 

seems to be an essential part of the informal institution, conclusively this could pose a challenge for 

an international music streaming service to accumulate South Korean users.  
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APPENDIX.  
 
Appendix I 
 

Questions for LOEN Entertainment 
 

Music market infrastructure 
Introduction 
à As I understand, all business models in music streaming are pretty similar. 

1. Is this true? 
a. Why is that – governmental pressure, agreement between companies (Sangho ihae)? 
b. Then how do you differentiate yourself from others? Pricing, content, brand identity 

etc.? 
c. How would you say the others differentiate themselves? 

 
2. SK telecom launch Melon in 2004. LOEN entertainment buys Melon in 2008. Are you still 

part of SK group? Is it a chaebol made of SK Telecom, LOEN and Melon? 
a. How come digital revenue wasn’t reported until 2005-2006? Was Soribada still 

dominating? 
 
Market 
à It seems like the market is completely controlled by Chaebols – specifically Telecom companies have control of 
distribution. 
 Genie music used to be KTF music in 2009. Now Genie because of LG in 2017. 
 NHN Entertainment owns Bugs Music (2015) 
 

3. As I understand Mnet is the only company that is directly owned by a company which is not 
a telecom? (C&J Group). 

 
4. SM entertainment doesn’t have a Music Streaming service? 

a. Are there other notable competitors? Olleh music, Soribada, etc.? 
  
à What is atypical, is how international record labels aren’t dominating in South Korea. EMI, Warner, Sony, BMG etc. 

5. Are they even here, and if so, how much impact do they have? 
a. Why are they not dominant? 
b. K-pop (Hallyu), music streaming owned by local record labels? 

 
6. Why do you believe Spotify, Tidal and Pandora isn’t here? 

 
à It seems like there are a lot of mergers and acquisitions in this market. 

7. Do you agree? 
a. How has it evolved between 2005 – 2015? 

 
8. On that notion, how much foreign direct investment has been made in this market? What 

about specifically Music streaming service providers? 
a. If so, which country did these FDI’s come from? Japan? USA? 

 
à In 2005, more than 50% digital revenue was reported. This is the first year it was reported. 
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By 2015, Music streaming accounts for 94% of digital revenue in Korea. Spotify, for example, doesn’t profit much. 
9. This remarkable digital penetration is unique for Korea. Why do you believe this huge 

penetration happened? Shutdown of Soribada; Cyworld; Melon etc.? 
 

10. In 2015 Ad-supported revenue grew with almost 600% from $1,5 –$ 8,9 million. What 
happened? 

a. Are there new business models emerging in the market? 
 

Formal and Informal Institutional questions 
 
Historical development 
à In 2005 the Korean music market was ranked no. 33 worldwide. 

11. What do you believe were some of the main reasons to why music industry revenue fell with 
2/3 between 2001 – 2005? 

 
12. What about Soribada and Bugs Music? They were like Napster? 

 
a. It got shot down in 2005. Did this effect digital revenue? If so how? 

 
à Today the music market is ranked no. 8. That’s a substantial growth. 

13. Firstly, what happened in between 2005 and 2006? More than 50% of revenue was digital. 
 

14. How much had Hallyu impact on music streaming revenues between 2005-2015?  
 

15. What about Cyworld? 
a. Background music in Social networking. Were there others like it, and how much 

did it account for digital revenue? 
b. Does this mean Social networking has a big impact on digital revenue between 2005 

– 2015? 
c. Like social networking (Cyworld) did digital revenue increase of other reasons? 

 
Recent development 
à Digital revenue sales growth was almost double digits every year until 2013, where it fell a little bit. 

16. What caused this high growth? 
a. Increase in competition, increase K-pop culture only distributed through music 

streaming? 
 

17. What caused this drop between 2012-2013? Collapse of Cyworld? Other issues? 
a. Download revenue dropped by 71% - was this Cyworld? 
b. Did it have any effect on music streaming e.g. Cannibalizing customers? 

 
Internet/data effects 

18. Did you see an increase of subscription proportionally with more people owning mobile 
phones (mobile penetration)? 

b. What about increase to 3G, 4G etc.? 
2. President Roo Moo-Hyun (2003-2007) emphasized on “Creativity, culture and content”. He 

made large investments and subsidizes for ICT industry and infrastructure -> 95% Mobile 
penetration. 

a. How has this affected the music streaming business? Hard power or soft power? 
 
à Internet access is high in South Korea. 
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19. How has internet access affected subscriptions (Internet penetration)? 
 
Economic effects 
GDP per capita (and PPP) has grown with almost 75% in the period 2005 - 2015? 

20. Do you believe it has had an effect on purchase of subscription? 
 

21. How about, currency rates, inflation or unemployment between 2005 – 2015? 
a. Do you reckon any of these has had an impact on music streaming revenues? 
b. What about the financial crisis? It barely affected digital revenues? 

 
22. In 2004, the government subsidized 473 million Won to independent producers and other 

Cultural purposes for international promotion purposes. Does all music streaming services 
get subsidizes as well? 

 
Governmental/legal effects 
à When Melon was introduced it was competitively priced at 3.000 KWN. Because of record label pressure in 2013, the 
government intervened and Melon had to double its price to 6.000 KWN. Data indicates that this was pressure from Lee-
Soo man (Founder of SM Entertainment). 

23. Did all record labels feel the same, or was it just SM entertainment? 
a. Isn’t there more incentive for SM entertainment to pressure, since they don’t own a 

music streaming service? 
 

24. How about the record labels who owned the music streaming services? Does this mean all 
are priced at 6.000 KWN now because of government? 

 
25. How did LOEN and Melon feel about this government interaction? 

 
26. Besides Copyright, has there been other government interaction in Music streaming or 

related between 2005 – 2015? 
 

27. Copyright laws were not improved until 2007. What about Soribada and Genie, when did 
they get shot down (illegal)? 

 
28. Was there any economic incentive to increase domestic repertoire of music (K-pop bands 

etc.), when copyright laws weren’t improved until 2007? 
 

29. In 2007, we see the first legislative amendments to the Copyright Act. Ministry of Culture, 
Sports and Tourism, and Korea Copyright Commission a range of measures to 
systematically fight digital piracy. P2P services could be targeted with blocking program. 

a. How did this impact on music streaming and in general the music industry? 
b. What was the public reaction to this law? 

 
30. Physical sales started increasing again after 2007.  

a. Was this partly because of improved copyright legislations? 
b. But weren’t the legislations aimed at “Digital piracy”? 
c. Physical sales started growing again and almost doubled, while digital sales 

remained almost the same. What do you think about this? 
 

31. In 2009, gradual response was introduced which allowed authorities to suspend internet 
users. The “Three strike rule”. 

a. How did this impact on music streaming and in general the music industry? 
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b. What was the public reaction to this law? 
 

32. In 2011, a new law required cyber lockers and P2P services to register with the government 
and implement filtering measures. 

a. How did this impact on music streaming and in general the music industry? 
b. What was the public reaction to this law? 

 
33. Out of the three, which of the laws and legislations had the most impact? 

a. Which one was the most controversy? 
 
 
 
 
Appendix II 
 

Tim
e 

Topic Hypothe
sis  

Question Talking Point Answer (quote) Notes 

1:46 Understan
ding the 
business 
models 

  
Korean music 
streaming services 
are primarily 
based on paid 
subscription 
models 

This is true in South 
Korea, but still there 
are some exceptions 

 

2:09 Understan
ding the 
business 
models 

  
Youtube "youtube used to be 

categorized as a 
video streaming 
service (...) But now 
they are diversifying 
into the music 
streaming services 
as well, in 
combination with 
Google play (...) This 
could be an example 
of an ad supported 
model" 

 

2:53 Understan
ding the 
business 
models 

  
How do streaming 
services 
differentiate? 

"from the platform 
perspective, when it 
comes to the 
coverage or 
sourcing of the 
content, everything 
is very similar (...) 
from the perspective 
viewpoints of the 
SM (...) all licenese 
of the content, they 
would rather 
distribute their 
content via lots of 
platforms and 
services. One 
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specific music 
service cannot 
control the specific 
entertainment (...) 
there could be some 
backlash if there 
was exclusivity. " 

4:35 Understan
ding the 
business 
models 

   
"If there is 
exclusivity in SK to 
the content there 
will be backlash! All 
artists should be 
valid in every 
platform as much as 
possible" 

 

5:10 Understan
ding the 
business 
models 

  
Is there pressure 
from the public 
audience  

"...this might be 
norms and ethics 
from the 
consumers"  

 

6:50 Understan
ding the 
Melon 
Business 
Structure 

 
Is SK Telecom, Leon, 
Melon - part of a big 
company/group/entity/
parent company?  

 
"...Melon is a 
subsidiary - mother 
company is Sk 
Group, then SK 
Telecom, then SK 
Planet - who 
conclusively own 
Melon (...) Melon is 
a small park of SK 
Telecom 

 

7:50 
- 
8:45 

Understan
ding the 
business 
models 

 
...it's common in the 
Korean market that 
telecom companies 
own the record labels, 
which also own music 
streaming? 

 
"...SK telecom, KT, 
and OG PLus (...) 
there is an 
oligopolistic 
platform of the top 3 
telecomes (...) there 
was an acquisition 
of Genie by SKT. 
From that moment 
there was a 
strategic plan to 
merge KT data plan 
and the Genie user 
portfolio.  

 

9:31 Understan
ding the 
Melon 
Business 
Structure 

  
The foundation of 
Melon 

"...it evolved from 
the language and 
education service 
(...) This was doing 
business in 2 parts. 
One was language 
service and the 
other was music. SK 
acquired the "SOUL" 
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label (language 
platform)  

11:1
1 

Understan
ding the 
business 
structure 

   
"...the 
characteristics of 
the music streaming 
service are quite 
similar"  

how is the music 
streaming and 
language platform 
similar? is she 
referring to the 
telcome and the 
music streaming 
service, actually?  

11:2
5 

Understan
ding the 
business 
structure 

  
Google as an 
example of 
similarities 

"...Google have 
YouTube (...) they 
used to deep dive 
into youtube music 
and google play 
music. But at the 
phenomenal level 
one is music and the 
other is music video. 
But the essence of 
them are quite 
similar."  

 

11:5
6 

Understan
ding the 
business 
structure 

  
Google as an 
example of 
similarities 

"..Google Korea has 
not decided to 
combine both. In 
Korea there is no 
synergising. 
Youtube is 
overriding Google 
play music."  

Could this be due 
to the fact that 
culturally, the 
Koreans resonate 
more towards 
video combined 
with music? 
...could justify that 
a music streaming 
service sould 
differentiate itself 
by combining 
music and video 
together under a 
single platform??  

12:5
3 

Understan
ding the 
business 
structure 

  
SM 
Entertainment 
does not have a 
music streaming 
service?  

"...yes as far as I 
know"  

 

13:2
9 

Understan
ding the 
business 
structure 

  
?  "...what do you call 

the entertainment 
that nurture the idol 
and artists rather 
than licensing?" 
..they don't 
distribute"  

...is this not called 
a management 
agency??  

 
Understan
ding the 
business 
structure 

  
EMI and Warner 
Music 

"...they are vertically 
integrated"  
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13:4
7 

Understan
ding the 
business 
structure 

  
SM  "...they are very 

horizontal. They are 
part of the very 
basic level of the 
value chain. They 
just plan and 
nurture the artist 
rather than 
distribute and run 
any music services" 

 

14:4
1 / 
15:5
5 

Understan
ding the 
business 
structure 

 
Why are international 
record labels not 
dominating in Korea?  

 
"...I think this is 
universal in other 
countries. They 
don't have their own 
music streaming 
services." 

 

16:3
4 

Understan
ding the 
business 
structure 

 
Why are international 
record labels not 
dominating in Korea?  

 
"...that's not entirely 
true, their presence 
is extremely 
important in this 
market, but the only 
difference is that 
they are not 
surfacing their 
branding and 
marketing 
campaigns to the 
end user. But they 
are still contacting 
loads of licensing 
and business entities 
(...) they use their 
minimum guarantee 
for their kind of 
music (classics)"  

could this mean 
that the 
international 
record labels are 
more stronger in 
Korea when it 
comes to the 
international 
content/foreign 
content? 

17:5
3 / 
18:3
2 

Informal 
Mindsets - 
cultural 
acceptance 

 
about 90% of the 
music market is local 
record labels where 
international record 
labels have a small 
presence. Does this 
mean the taste of 
content is different? 
People Don't listen to 
international music 
over Korean music? 

Korean Taste in 
Music/popularity 
and interest in 
"western" 
content 

"...from the top 100 
tracks in the 
country, all are 
Korean songs, 
except Ed Sheeran."  

 

 
Informal 
Mindsets - 
cultural 
acceptance 

   
"...the presence of 
Korean music is still 
very big in the 
Korean market over 
international 
content and 
volume."  
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19:3
0 

Informal 
Mindsets - 
cultural 
acceptance 

 
How much of the 
Korean content 
popularity do you think 
is because of K-pop?  

 
"...it's not 
necessarily because 
of K-pop (...) there is 
also a dominance of 
K-opo also because 
of concerts."  

 

20:3
5 

Understan
ding the 
market 
structure 

 
Why do you think 
international services 
like Spotify are not in 
Korea? 

The presence of 
international 

streaming services 
in Korea 

"...most of people 
that work in the 
industry believe that 
Spotify will join the 
local market. They 
have the incentives 
to join. It's a great 
way to do business.  

 

21:5
7 

Understan
ding the 
market 
structure 

 
Why do you think 
international services 
like Spotify are not in 
Korea? 

The presence of 
international 

streaming services 
in Korea 

"...my perception is 
that they somehow, 
they have 
developed, analysed 
the market (...) I 
think soon they will 
enter the market.  

 

22:2
8 

Understan
ding the 
market 
structure 

 
Why do you think 
international services 
like Spotify are not in 
Korea? 

The presence of 
international 

streaming services 
in Korea - take 

Apple Music as an 
example 

"...Apple music did 
loads of promotions 
like pricing strategy. 
It was almost a 
failure. They are 
really struggling to 
get licensing from 
other Korean 
entertainment 
entities (...) they 
struggle to get the 
license for K-pop 
music. They failed to 
source the content 
from the local K-
pop." 

why has Apple 
struggled to 
source this 
material?? 

24:0
7 

Understan
ding the 
market 
structure 

 
Why do you think 
international services 
like Spotify are not in 
Korea? 

The presence of 
international 

streaming services 
in Korea - take 

Apple Music as an 
example 

"...I think happens 
the same for 
Spotify...internation
al services have to 
retain at least 10 
million Korean 
licenses for songs 
(...) yes these 
companies have an 
issue getting 
licences"  

In this case, what 
can international 
streaming services 
do in order to gain 
the licenses??? 
COuld it be that 
they partner with 
the local streaming 
services by 
offering 
international 
content or could 
they partner up 
with the 
government etc.?  

25:2
9 

Understan
ding the 

 
I understand that there 
are mergers and 

Mergers and 
Aquisitions 

"... 
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Business 
Structure 

aquisitions by telecom 
companies. Is this the 
norm instead of the 
streaming services 
establishing 
themselves? 

26:3
0 

Understan
ding the 
Business 
Structure 

 
Bugs Music Legality of the 

platform 
"...back 10 years at 
the time people 
were not against 
Bugs. It was not 
clarified to be illegal. 
It was only until 
people started 
aggressively 
consuming the 
music via Bugs, only 
then did it start to 
become illegal."  

could this be an 
example that 
public awareness 
is poor in 
general...and only 
was it until the 
formal institution 
came into the 
picture that there 
was a shift in the 
consumers 
perceptions/motiv
ations and 
actions??? 

27:3
4 

Understan
ding the 
Business 
Structure - 
FDI 

 
Have you seen FDI in 
the music market from 
other countries?  

FDI - Mergers and 
Aquisitions. It 

seems like only 
Korean companies 
work in the music 

industry.   

 

28:3
0 

Understan
ding the 
Business 
Structure - 
FDI 

   
"...the formal way 
they they are doing 
business is similar to 
Sony. FDI is not 
highly relevant to 
the music services. 
Because this is a 
really recent thing. 
The market is 
growing and 
emerging. So not 
many of things go 
the FDI way.  

 

29:0
0 

Understan
ding the 
Business 
Structure - 
FDI 

 
Have you seen any 
FDI from, for example, 
Japan? 

 
"...no, not in the 
music business. Loen 
is such a Korean 
company"  

This underlines that 
FDi is not relevant in 
the case of the 
music streaming 
service. Do we 
eliminate the FDI??? 

30:4
0 

Understan
ding the 
market 
structure 

 
2006 , more than 60% 
digital revenue was 
reported, making 
Korea the 4th largest 
digital music market in 
the world. 2015 digital 
music stands for 94% 
of revenue - how come 

Market growth "...people have 
social 
conversations, 
people talk about 
music alot, people 
also always talk 
about K-pop and 
idols (...) there are 
so many programs 

this exemplifies 
the fact that music 
- from a cultural 
perspective - is 
very important and 
pivital in Korea.  
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the penetration was so 
huge??? 

like the "britains got 
talent" equivilant 
(...) up to 70 - 80 % 
of social 
conversations 
include these things 
(...)  

31:5
5 

Understan
ding the 
market 
structure 

 
could you give a 
qualitative answer to 
the above? - why has 
the music market 
grown so fast?? 

Market growth + 
culture 

"...my gut feeling 
from a qualitative 
idea is that people 
do enjoytalking 
about music in 
Korea. There is a 
high portion of the 
social conversation 
(...) people are really 
keen on looking at 
the top charts in the 
music (...)what kind 
of songs are others 
listening to, so 
always lean on and 
relay on what others 
are listening to (...) 

this is imporant 
from a content 
perspective...there
fore international 
streaming services 
should try to make 
sure that their 
content falls at the 
top of the billboard 
list as much as 
possible 

32:2
4 

Understan
ding the 
market 
structure 

 
could you give a 
qualitative answer to 
the above? - why has 
the music market 
grown so fast?? 

Market growth + 
culture 

"...I think that also 
the format of the 
music license really 
matters, because 
not many people are 
downloading, 
people are just 
streaming. I think 
this shift has 
changed really early 
in Korea market. So 
the starting point of 
lilstening to digital 
music started really 
early, and then 
moved onto 
streaming rather 
than downloading 
Mp3 files (...) 
happened really fast 
in comparison to 
other companies.  

 

32:5
8 

Understan
ding the 
market 
structure 

 
So they were digital 
ready, mindset 
rediness?  

Digital 
advancement of 

Korea 

"...I think so, 
because Korea not 
only for music but 
also for TV 
programs, they are 
more watching with 
the mobile often (...) 
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as per the android 
penetration and the 
iOS.  

34:1
9 

Understan
ding the 
market 
structure 

 
so people were using 
their computer to 
stream music at the 
begining? 

Mode of 
streaming choice  

"...yes, people were 
listening from the 
Melon website."  

 

34:3
1 

Understan
ding the 
market 
structure 

 
is this rediness partly 
influenced by Seribida 
and Bugs 

Market rediness 
for digital 

"...yes, it was really 
popular (...) that 
was then the 
beginning point for 
Korean to 
consuming music 
through internet, 
intangible things, 
rather than putting 
on an LP or physical 
thing. Everyone 
remembers that 
moment"  

 

35:0
0 

Understan
ding the 
market 
structure 

 
Seribida was P2P 
downloading and Bugs 
was music streaming 

legality "...its a matter of 
perception and the 
level of awareness. 
nobody was forcing 
anyone to buy (...) 
there was no 
enforement 

 

 
Understan
ding the 
market 
structure 

 
Cword was one of the 
biggest contributers to 
revenue. They were 
downloading because 
they had to pay for a 
networking space, 
instead of music 
streaming - could this 
also be about the 
digital rediness you 
talking about earlier? 
Did this encourage 
digital rediness?  

music platfrom "...Cyworld WAS the 
most commonly 
used platform by 
most people in 
Korea.  

 

37:3
0 

Understan
ding the 
market 
structure 

  
music platfrom - 

Cyworld 
"...in Cyworld you 
can by the BGM 
(background Music) 
...which is 
purchased with a 
digital curency (...) 
it's like being a DJ for 
yourself 

this is an example 
of how people in 
korea use music in 
a different way 
than in most other 
parts. This 
therefore has a 
relation to cultural 
implications  

38:3
0 

Understan
ding the 
market 
structure 

  
music 

platfrom/customiz
ation - Cyworld 

"...this platform is 
closer to the 
customization 
rather than the top 
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charts (...) 
personalization 

39:0
0 

Understan
ding the 
market 
structure 

 
in 2015 - Ad suported 
revenue grew 600%. 
Could this be due to 
YouTube ad-
supported  

ad-supported 
revenues 

"...main because 
youtube and NAVA a 
major impact maker 
in Korea. Its a portal 
site (...) this is more 
high level service 
like Google. They 
have diverse and 
curated content. 
Sometimes its a 
portal sight and 
sometimes they got 
their own music. 
Naver music.  

 

40:1
2 

Understan
ding the 
market 
structure 

  
Naver Music "...Naver music is 

also like the Spotify 
and you can play the 
same music. They 
have theor own 
streaming service 
like Melon.  

 

40:4
1 

Internation
al 
Streaming 
Platforms 
in Korea 

  
Apple Music "...Apple music as 

far as I can 
remember has only 
4% of the whole 
music market in 
Korea. Market share 
is really low, and 
Melon is 70% 
market share. For 
the rest they are 24 
to 20%  

can we cross 
reference this with 
data from the net?  

41:1
8 

Understan
ding the 
market 
structure 

 
in 2006 were you the 
first music streaming 
service or was Mnet 
also there 

2006 "...chronologically 
speaking Melon was 
the first music 
streaming service- 
Sribida and Bugs 
music help set the 
way for other music 
streaming services" 

 

41:5
5 

Understan
ding the 
market 
structure 

   
"...oficially saying, 
after music 
enforcement of 
illegal music 
consumption, Melon 
became the very 
first and establish to 
be a music 
streaming music 
service."  
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42:4
0 

Understan
ding the 
market 
structure 

  
subscription 

options 
"...market share is in 
terms of active users 
and paid subscribers 

 

43:2
7 

Institution 
 

what do you believe 
were some of the main 
reasons as to why the 
music industry 
revenue fell between 
2001 and 2005?? 

Historical 
development 

  

44:1
0 - 
45:0
0 

    
"...digital is 
becoming increased, 
but the physical 
format (...) is rapidly 
decreasing (..) the 
whole agregate 
market size is 
getting lower (...) 
that is main due to 
the decreasing 
physical music (...) 
people are not guys 
LP or CD anymore  

this reasures our 
hypothesis and 
what studies 
exemplify around 
the word. It also 
shows that it is 
very much 
common in South 
Korea as much as 
it is in other parts 
of the world.  

45:4
2 

Institutions 
 

who was distributing 
the digital? because 
MelOn was not even 
launched at that time 

Why did digital 
grow and physical 

decrease 

"...ringtones, that 
was a huge part of 
the digital shift. On 
top of the ring tones, 
Cyworld music and 
other platforms (..) 
Ringtones were 
really expensive at 
the time (...)  

 

47:1
7 

Institutions 
  

Why did digital 
grow and physical 

decrease 

"...ringtones really 
unified (...) that was 
really part of the 
digital growth in the 
market related to 
music (...) SK also did 
it2 

 

50:5
4 

Understan
ding 
market 
growth 

  
Digital revenues "...money was 

initially coming from 
ringtone sources" 

 

51:2
9 

Understan
ding 
market 
growth 

 
how much has K-Pop 
had an influence on 
music streaming 
revenues between 
2005 and 2006 

Digital revenues "...I can send you 
over materials 
another time"  

she has no 
knowledge of this 

52:1
9 

Recent 
Market 
Developme
nts 

 
What caused the 
Korean Music 
industries growth from 
2006 to 2013?  

Digital revenues "I really believe that 
the mobile 
penetration. The 
ownership of mobile 
phones by the 
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general public. For 
example the realise 
of the iPhone in 
2008. This made 
mobile phones really 
popular in South 
Korea" 

54:0
0 

Recent 
Market 
Developme
nts 

 
Mobile penetration is 
behind the high growth 
in the South Korean 
music industry?  

"yes" 
 

54:2
0 

Recent 
Market 
Developme
nts 

 
As a reult of this, did 
you come across the 
rise in competition too. 
For example, did you 
see more record labels 
being established, did 
you see more music 
streaming services 
come to the market? 

Competition "the cause an affect 
was different 
because from 1995, 
the K-Pop culture 
came to light. All the 
young people at that 
time it was the 
phantum culture." 

 

55:1
5 

Recent 
Market 
Developme
nts 

 
Could it have been K-
pop which has shaped 
the growth of the music 
streaming in South 
Korea?  

Culture "yes, I think that has 
had an impact. the 
Social phenomena 
has been really 
long...."..the serving 
of the phantum 
culture has changed 
in recent years." 

 

57:0
0 

Recent 
Market 
Developme
nts 

 
Would you say that 
music streaming 
services and K-op 
together helps the 
market grow? 

Culture (K-pop)  "This is really why 
music streaming 
services are 
dependant on 
Phandum 
Culture...its the only 
way they are able to 
express their love for 
their favorite 
artists..through 
music streaming."  

 

59:0
7 

Culture 
  

Socio-cultural "young people are 
purchasing mutiple 
accounts of MelOn 
and simply play their 
favorite song over 
and over so that 
that song can hit the 
top of the charts. 
This really shows the 
passion they have." 
(...) Phandom is very 
important!  
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59:4
6 & 
1h:0
2 

Market 
Drop 

 
What caused the 
downloading revenue 
to drop between 2012 
and 2013?  

Revenue drop "consumer behavior 
changed. They went 
away from 
downloading music 
and transferred to 
music streaming"  

at the time this was 
a new revolation in 
SK? 

1h:0
5 

Telecome 
and Music 
streaming 
service 
collaborati
on 

 
When more people 
started having mobile 
phones, did you see an 
increase in 
subscription too?  

Subscription "yes. Subscription is 
mainly involved with 
the carriers. For 
example, SK telecom 
means that you 
don't have to pay 
your subscription 
ticket for music to 
your mobile bill. 
(direct carrier billing 
- DCB) It's a strategic 
direction by the 
telecom companies. 

 

1h:0
3 

Telecome 
and Music 
streaming 
service 
collaborati
on 

 
Did the introduction of 
mobile 3G, better 
internet capabilities 
have an impack on the 
increase in mobile 
subscriptions?  

 
"yes, because the 
subscription model 
in terms of the 
value, because with 
the subscription 
model there are 
different packages. 
There are a 
combination of 
packages that 
people can choose 
from." (...)  

 

1h:0
5 

Political  
 

The president in 2003 
to 2007 emphasised 
the importance of the 
creative industry, 
culture and content. 
He made large 
investments and 
subsidations in the 
communication 
technology industry 
and infrastructure. 
This grew the internet 
and mobile 
penetration. How has 
this affected the music 
streaming business? 

Political influence "every government, 
every president 
supported this. They 
have always 
supported technlogy 
because they are 
always practicing 
that Korea should be 
the number 1 
country in IT and 
technology.  

 

1h:0
7 

Political  
  

Political influence "yes, this president 
contributed to the 
ICT industry as a 
whole, but not 
spesifically to the 
music streaming 
industry.  

It could have been 
this investment 
that was a 
contributing factor 
to the growth of the 
music streaming 
industry!  



 85 

1h:1
0 

Informal 
 

Do you believe that the 
increase in wealth of 
the Korean people has 
led to the growth of 
subscription 
purchasing? 

Personal buying 
power 

"yes, because in 
terms of the 
disposable income, 
its getting really 
high. We also 
categorize the 
average revenue per 
user has grown. 

 

1h:1
5 

Informal 
  

Copyright & illegal 
downloading 

"it was artists who 
put out campaigns 
letting the public 
know that 
something needed 
to be done about 
copyright piracy and 
illegal downloading"  

 

1h:1
8 

Formal 
 

Do music streaming 
services get a subsidy 
from the government 

Government 
involvement 

"no. I have never 
heard of an official 
mention of this" 

 

1h:2
0 

Formal 
 

Did all record labels 
pressure the 
givernment to raise the 
price of subscriptions? 

Government and 
legal effects 

"this is the first time 
I have come across 
this"  

 

1h:2
4 

Formal 
 

How did Melon feel 
about this government 
interaction now that 
they were instructed to 
increase their price?  

Government and 
legal effects 

"I think it was both 
good and bad for us. 
We have to think 
about the 
shareholders (...)  

 

1h:2
5 

Formal 
 

The increase of pricing 
for music streaming 
services was because 
of government 
interaction. Copyright 
was also a 
government 
interaction. Besides 
that, do you reckon 
there were other things 
the government did 
which had an impact 
on music streaming?  

Government and 
legal effects 

"government 
regulation (...) 
collect subscription 
revenues. We have 
no other option but 
to follow that. A 
percentage of the 
commision is 
predefined by the 
government"  

 

1h:2
7 

Formal 
 

Where there any 
incentives by the 
government to 
increase K-pop bands 
and make more idols.  

Government and 
legal 

effects/interventio
n 

"yes. they are highly 
related. Through 
better copyrights, 
it..."  

 

1h3
1 

piracy/illeg
al 
downloadi
ng 

 
Because the 
government have the 
force to shut down P2P 
illegal services, people 
are now shifting to 
music streaming 
services? 

Government and 
legal 

effects/interventio
n 

"Still there is piracy. 
But the perception 
level of illegal 
downloading has 
improved. The black 
market has 

The intervention of 
the government 
has a clear impact 
on the transition of 
the population 
from illegal 
streaming to music 
subscription.  
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migrated to the paid 
services"  

1h3
2 

piracy/illeg
al 
downloadi
ng 

 
What was the publics 
reaction to the 
introduction of 
stronger copyright 
laws? 

Government and 
legal 

effects/interventio
n 

"yes, the public 
started to support it. 
Lots of young people 
really support this. If 
these property right 
are protected, this 
means that the 
peoples favorit 
artists /idols can 
grow and creat new 
music."  

This shows that 
young population 
took to scial media 
to bring illegal 
downloading to 
light in solidarity to 
bring their favorit 
artists to the top of 
the charts.  

1h3
3 

piracy/illeg
al 
downloadi
ng 

   
"young people 
encouraged music 
streaming 
companies like 
melon to be 
transparent with 
how much money 
was ging to their 
artists" 

 

1h3
3 

Comapany 
structure 

 
Is melon a public 
company 

 
No, melon is a 
service which is 
owned and 
operated by Leon.  

 

1h3
4 

Streaming 
  

Fans The public want 
Melon to open the 
streaming 
statistics...because 
that determines 
how much success 
their idols get.  

this is something 
that is similar to 
Spotify. It is just 
more important for 
people in SK.  

1h3
5 

Informal  
 

What about other 
audiances who are not 
the "Fandom"  

Fans they do agree that 
its important to 
protect the artists. 
Everyone believes 
that meony for the 
artists is equally 
distributed between 
the streaming 
services and the 
artists.  

 

1h3
6 

Market 
developme
nt 

 
Physical sales started 
to increase again in 
2007, do you believe 
this could be a result of 
copyright laws and 
legislation? 

revenuse growth this is beyond my 
knowledge 

 

1h3
7 

Formal 
 

in 2009 authorities were 
allowed to suspend 
internet users, 

Government and 
legal 

 
Talk about the 
three strick rule. 
This shows formal 
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publically called the 3 
strick rule and 
monitoring 

effects/interventio
n 

intervention in the 
music industry.  

1h3
9 

Formal 
 

Do you think this has 
had an affect on the 
music streaming 
market? 

Government and 
legal 

effects/interventio
n 

yes sure. because 
this is on the same 
context of the 
shifting when 
people were used to 
piracy and now 
shifting to music 
streaming. The 
illegal area still 
remains, but this 
strick rule is making 
a difference (...) 
people who are 
reluctant to 
streaming legally 
can always use 
YouTube.  

 

1h4
2 

Formal 
Interventio
n 

 
The 3 strick rule and 
monitoring is 
happening in 
collaboration with the 
telecom companies. 
The Korean Copyright 
Commission (A formal 
institution) is doing the 
monitoring through the 
access they have with 
SK (informal 
institution?) which is 
being given to them 
(the government 
institution)  

Government and 
legal 

effects/interventio
n 

I think the  
 

1h4
3 

Formal 
Interventio
n 

 
In 2011 a new law 
requied syber lockers 
and P2P services to 
register with the 
government and 
implement filtering 
measures. Have you 
seen an impact with 
this law in usic 
streaming and the 
music industry?  

Government and 
legal 

effects/interventio
n 

I dont know.  
 

1h4
4 

Formal 
Interventio
n 

 
of the three copyright 
legislations, which one 
do you believe is the 
most contriversial? 

Government and 
legal 

effects/interventio
n 

I suppose the earier 
the copyright came, 
the more 
controversial the 
law. I feel that in the 
earlier stages of 
when new copyright 
laws were 
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introduced, people 
were not thinking in 
the way to fairly pay 
for content as they 
are now. Which 
seems normal. I 
suppose the earlier 
stages of copyright 
recieved the most 
backlash from the 
consumer because 
people were not 
used to it.  

1h4
5 

Culture 
(informal) 

 
culture can be 
designated into high 
context and low 
context culture, 
scandinavia is a low 
context culture 
because we say what 
we mean as accurate 
as possible, however 
parts of Asia are high 
context culture as 
when the reciever of a 
message has to 
interpret what was 
intended of a message 
based on social status 
and knowlege of each 
other and ranks in 
terms of how old you 
are. What would you 
say SK is? 

Culture SK belongs to the 
high context culture 
and there is a 
particulr term which 
explains it, called 
"Dunchi" This means 
you have to always 
find what the 
meaning is behind 
the world. You have 
to interpret not just 
the literal meaning, 
but always the face 
expression. People 
in the higher 
organization, this 
tendancy is high.  

 

1h4
8 

Culture 
(informal) 

 
Is this the same for 
youth as it is for 
grownups?  

Culture yes.  
 

1h4
9 

Culture 
(informal) 

 
Do you feel it has 
evolved over the past 
10 years?  

Culture Its getting different 
now. Into ore 
towards a low 
context culture. This 
could be because of 
foreign intervention 
and people are 
evolving their 
mindset. But more 
so towards the 
multicultural, 
barriers and 
globalization and 
the level of 
experiences people 
are having 
compared to the 
people beyond the 
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past 10 years. Low 
marriers when it 
comes to learning 
something and 
experiencing 
something  

1h4
9 

Culture 
(informal) 

 
Some say its difficult to 
come in contact with 
English in SK, is this 
common, the English 
perficiance? 

Language we are quite 
obsessed with 
English. This is 
somehow 
mandatory to learn 
in school. If you 
mean to go to enter 
university, you hae 
to have an English 
proficiancy. At least 
people can read and 
listen but less 
capable of speaking 
and writting. They 
cannot interact with 
foreigners.  

 

1h5
0 

Culture 
(informal) 

 
How well is the English 
profisiancy in the 
professional working 
space, in your line of 
work for example, the 
music industry?  

Language except youtube and 
apple music, most 
key players are very 
local people so they 
speak Korean.  

 

1h5
1 

Culture 
(informal) 

 
If walked into Bugs 
music would people 
understand me 

Language I would say mostly 
no one would 
understand you.  

 

1h5
1 

Culture 
(informal) 

 
How would you 
describle the south 
korean cultural 
mindset from a time 
perspective in a 
business environment 

Environment Koreans are 
punctual 

 

1h5
2 

Culture 
(informal) 

 
In terms of space. Are 
Koreans weary of 
private space? 

Environment Not so much. When 
you are in the metro, 
people are close to 
you (...) but if you 
are colleageus and 
you stand next to 
each other this is 
quite a normal 
distance.  

 

1h5
3 

Culture 
(informal) 

 
What about freidnship 
patterns. Like in Japan 
for example, people 
dont often do business 
with people they are 
not used to.  

Environment This is not as much 
as in Japan, but is 
somehow similar. 
We prefer to be 
introduced with 
references rather 
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than random 
contact.  

1h5
4 

Culture 
(informal) 

  
Environment Koreans tend to 

explisitly say in the 
meeting what the 
agreement is and 
then go to the social 
dining to confirm 
the deal. There is a 
mixture of the 
formal and informal 
setting.  

 

1h5
5 

Culture 
(informal) 

 
Do you feel this 
mentality has changed 
between 2005 and 
2015 

Environment What I understand is 
that its changing. I 
can feel the GAP 
between the 
generations of my 
generation and the 
seniour levels. 
People from the 
senior generation 
people are 
expecting us to have 
"Nunchi" where we 
actually dont care 
that much.  

 

1h5
6 

Culture 
(informal) 

 
Are there any 
manarisums of 
customers what are 
spesific traints of the 
Korean people? For 
example, in Japan, the 
persons status which 
is important to 
introduce. 

Environment we do have some 
tendancies to 
introduce ourselves 
as normal and with 
a background story. 
But if people see you 
multiple times they 
try to find out how 
old the person 
is...and then the 
person can deside 
how to call each 
other, this is based 
on age.  

 

1h5
7 

Culture 
(informal) 

 
technological 
development has had 
an impact on both 
economic 
development and 
social development of 
Korea, for example 
music streaming is 
how 94% of music 
revenue. How 
dependant are 
Koreans on 
technology? 

Technology 
impact 

Very high. And there 
is another 
movement in terms 
of campaigns. 
sometimes you have 
to lay your phone 
down to not use 
your phone too 
much and stop 
keeping your eyes 
on the phone. Its 
really distracting 
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and bad for your eye 
health.  

1h5
9 

Culture 
(informal) 

 
The education of a 
country often reflects 
the economical 
development and 
usage of techology. 
What is your 
perception of 
education in SK, are 
people generally well 
educated?  

Education first of all koreas 
have a high fever for 
education. parents 
push that one 
should have a good 
education. Parents 
children force them 
to work really hard 
to go to the top tier 
collegages.  

 

2h Culture 
(informal) 

 
Do you feel this 
mentality has changed 
in the past 10 years? 

Education about the education 
session, no. the 
competition is 
getting really feirce. 
My level of 
education somehow 
determines every 
quality of my life. 
Thats why people 
are more dependent 
on having a good 
education and that 
why competition is 
feirce.  

 

2h6 Culture 
(informal) 

 
has the asthetics of K-
pop grown in the past 
10 years 

K-pop & growth of 
music 

diversification 

Yes. people before 
did not have the 
chance to express 
their love for their 
favorit artists as 
much as now 
because now they 
can do multiple 
device streaming 
and the 
merchandise has 
grown and they can 
do politics to 
fundraise a cause. 
They donate their 
money to NGO's. 
There has been a 
diversification from 
just music, now 
artists and 
pomotion is clearly 
going into other 
rhelms. The start of 
this comes from the 
music streaing.  
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2h8 Culture 
(informal) 

 
Do you agree with a 
strong sense of loyalty 
in the workplace and 
do you have 
confusionisum in the 
business environment 

Religion and 
confusionisum in 

the workplace 

Confusion is not a 
religion of Asian 
culture. This is 
shared norms and 
beliefs. (...) yes, 
massively because 
we have a shared 
sense of (...) in order 
for use to feel a 
share sense of 
belonging to that 
organization you 
have to keep really 
good realtiosnhip 
with each other, 
especially with the 
senior colleagues. 
So thats why the 
"nunchi" culture is 
still there. Its 
derived from the 
confusionisum. (...) 
older people can 
reward the young 
people in return for 
their respect. the 
older people can 
give advise etc.  

 

2h1
1 

Culture 
(informal) 

 
Do you feel that there 
is a brand loyalty for 
particular things 
because of 
confusionisum? Are 
people generally brand 
loyal in SK?  

Loyalty to 
products and 

services 

Not really. As a 
comsumer 
confusionisum does 
not really matter for 
people. But as an 
insider or member of 
a spesific 
organization its 
quite normal to have 
a layalty to the 
organization of your 
company.  

 

2h1
5 

Culture 
(informal) 

  
Hosfstede Koreans are mostly 

risk adverce, 
particularly within 
the 
organizations/busin
esses. 

 

2h1
6 

Culture 
(informal) 

 
Indovodualisum or 
collectivisum 

Hosfstede Koreans are 
definetely 
collectavist society. 
We are somehow 
moving towards 
individualism.  

**** 
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2h1
6 

Culture 
(informal) 

 
Why do you feel its 
turning towards 
individualism? 

v Because Koreans 
really love drinking 
together, but if one 
of the members say 
they want to go 
home, other people 
are shocked why 
that person would 
go home before the 
senior boss. People 
these days make 
their own choices. 
Now adays people 
make their own 
choices.  

 

2h1
8 

Culture 
(informal) 

 
Masculin vs. faminin in 
the business 
environment 

Hosfstede very masculinity in 
the business setting.  

 

2h2
3 

    
We dont take that 
many extremely 
risky actions and 
respect for tradition.  

 

 
 
Appendix III 
 

Time Topic Hypothesi
s  

Question Talking Point  Notes 

1.33  

 

 

Copyright law 

Basicallythe 
Korean 
Copyright 
commission 
has the right 
to 
communicate 
to the public. 
We have the 
exclusive 
rights. Is 
some DSP 
(digital 
service 
provider) 
wants to use 
our 
repetrwire, it 
they want 
business, 
they need to 
get the 
lisense from 
us so most 
simple thing is 
tarrif, the 
price.  
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Accoding to 
the Korean 
copyright law 
KOMKA & 
RIAK. We 
have 3 payer 
in the music 
industry. 
Music 
creators, we 
only manage 
the composer 
and the other 
sections are 
the sound 
recording 
companies 
(labels) like 
RIAK - they 
represent the 
labels rights 
and the other 
parties are 
Performer 
rights 
(singers, the 
ones who can 
play the 
instrument. 
DSp have to 
follow the 
tarrif of 
KOMKA. For 
example, if 
Spotify go into 
another 
country, they 
have a new 
negotiation. 
But in Korea 
we don't need 
a negotiation 
because 
government 
put/deside 
the price. The 
government 
desides the 
tarrif for 
everyone. 
there is a 
critisisum 
about this 
because its a 
capitalist 
market... 
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6:00  

 

 

Copyright law 

KOMKA want 
more tariff but 
the DSP want 
less tariff. So 
both sides are 
always 
lobying to the 
government 
so sometime 
the 
government 
make a big 
meeting and 
invite all 
people from 
the music 
industry and 
label 
associates 
and DSPs 
together. they 
are all players 
join the 
meeting and 
they have a 
discussion 
about the 
tarif.   

7:34  

 

 

 

Final 
authorization 
comes from 
the ministry of 
government 
and tourisum, 
the 
government. 
So, still MCST 
recently 
opened the 
tarrif, they 
redid the tarifs 
and made 
them higher. 
But now still 
there are 
some issues 
with the tarif.   

9:15  

 

 

 

3 years ago, 
our revenue 
share was 
60%. for 
KOMKA 10%, 
label 44%, 
and 
performers 
6%. So it was 
a revenue 

labels are 
making most of 
the money. 
they seem to 
own the 
performers.  
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share for the 
right holders. 
But the MCST 
decided they 
wanted to 
increase the 
revenue 
share percent 
only for the 
downloading 
and 
streaming. 
these are the 
same. With 
music 
download the 
revenue 
share has 
changed. 
Now KOMKA 
is 11% and 
performers 
7% and label 
52%  

11:00  

 

where does 
the rest of the 
revenue 
share go? 

 
the rest goes 
to the DSP.   

  

 

So the 
streaing 
servives now 
recieve a 
less revenue 
share 

 

yes, only for 
the 
dowloading, 
but the 
government 
tried to 
increase the 
rate for the 
streaming 
section too. 
So in the 
coming years 
the tarrif will 
increase for 
the 
streaming. 
Now 
streaming 
revenue 
share....but 
the 
government 
have a 
discussion to 
incrase the 
revenue 
share to the 
total of the 3 
sections will  
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go from 60% 
to 70% which 
means that 
DSP will 
revieve less 
revenue 
share.  

13:45  

 

 

DSP 

There are 
new hearings 
and the DSP 
dont want to 
increase the 
rate and the 
right holders 
want to 
increase the 
rate, so it 
depends on 
the 
government 
to think where 
this goes. 
Government 
policy is very 
important. But 
the KOMKA 
also lobying 
to the 
givernment 
for increasing 
our tarif.   

14:38  

 

are the tariffs 
the same like 
warner music 
(internaiontal 
firms( as it 
would be for 
SM 
entertainmen
t (a Korean 
firm)?  

 

the tarrifs are 
the same. 
Warner music 
is a publishing 
company. 
Warner and 
sony publish 
in Korea, but 
almost all the 
publishing 
companies 
are members 
of KOMKA. 
This means 
that KOMKA 
have all the 
rights  

15:39  

 

 

 

...actually in 
the whole 
repetouir 
which Korean 
people listen 
our market 
share is 90% 
which 
represents  
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Korean and 
foreign music 
also. The last 
10% is public 
domain. This 
is the musical 
work, the 
creator dies, 
the music 
goes to the 
public domain 
(PD) and 
some music 
curators are 
not our 
member, they 
are 
independant.  

17:45  

 

why have 
Spotify and 
Tidal and 
Pandora not 
in SK? 

 

Pandora has 
no contact 
with KOMKA 
so they never 
contacted 
KOMKA and 
Spotify we 
have entered 
a negotiation 
with Spotify 
but Spotify 
don't want to 
follow our 
tarif. They 
think we are 
too 
expensive, 
they have 
their own way 
and their own 
tarif. They 
want to 
negotiate but 
we cant, its up 
to the 
givernment 
and the 
copyright law. 
So they still 
dont want to 
enter Korea.   

19:10  

 

EMI, Sony 
and warner 
are very 
small in 
Korea, how 
come?  

DSP - music distribution  

its 
complicated. 
before we can 
see the reults 
of the music 
streaming 
results, 
around 15%  
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is from 
international 
repetroir and 
85% is for 
Korean 
music. 
Korean music 
dominates 
the market 
and people 
listen almost 
just Korean 
music. the 
reason why I 
think is 
because 
there is 5 
major DSP. 
Melon, Jenie, 
MnEt, Bugs 
and Seribada. 
They 
distribute 
their sound 
recording to 
the DSP, 
means they 
have 2 
positions, 1, 
is the service 
provider, 1 is 
sound 
recording 
distributer. 
Means Melon 
make the 
music and 
distribute it. 
In their 
platform, 
website, 
they just 
show the K-
pop they 
distribute.  

22:31 LEON  

 

Leon told me 
that the 
reason the 
top 100 in the 
charts is 
Korean 
music is 
because of 
fandom, fans 
are so crazy 
about their 
idols.  

K-pop and platform 
convenience 

people are 
abusing and 
just clikcing. 
Korean DSP 
focus on the 
K-pop and 
even though 
they show the 
international 
music, its 
inconvenient 
for the people  



 100 

to access the 
international 
music.  

 

 

 

 

 

But some 
people are 
interested in 
the 
international 
music, they 
can listen. But 
K-pop is more 
popular.   

23.22 International 
Services 

 

Deezer and 
Apple music 
are in South 
Korea, but 
they are not 
big. IS that 
because of 
the K-pop 
and Korean 
wave? 

User interface and 
exclusion of 

internationalservices 

Apple music 
their user 
interface is 
not good or 
familiar with 
the Korean 
people. Also 
Leon dont 
distribute 
their sound 
recording to 
Apple music  

could this be 
because the 
platform does 
not incorporate 
other features 
like banking 
and tai etc. as 
other features 
do? And this 
shows an 
exclusion of 
international 
services 
having the 
content from 
Korean 
publishers.  

24:23:0
0 

 

 

 

Apple music 

So I I 
subscribe to 
Apple music, I 
cannot listen 
to Leon 
entertainment 
content. If 
there is no 
reason I 
should 
subscribe to 
Apple music 
because 
there is no K-
pop. and also 
I have a friend 
from China, 
and in China 
there is also 
Apple music 
but people 
dont use it 
because 
Chinese 
people dont 
like the user 
interface and 
content.  

This shows a 
distinction 
between 
western 
services which 
may not be 
similar to the 
user interface 
of Korea and 
also the 
content 
availability.  
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25:00:0
0 

 

 

It seem like 
the market is 
filled with 
"shiborng" 
So Geni used 
to be KT 
music and CJ 
own Mnet. 
SM 
entertainmen
t dont own a 
music 
streaming 
service. 
What about 
OLE music 
and 
Seribeda, are 
they big or 
small?  

 

OLA music is 
the same as 
KT music.  

 

26:18:0
0 

 

 

there seems 
to be a lot of 
mergers and 
aquisitions 
and M&A 

 

recntly there 
have been 
some 
complicated 
(...) YZ/YJ 
entertainment 
tried to do 
distribution 
service so 
they made a 
department 
who can 
manage the 
music 
service. 
"Naver" 
music. They 
will do a 
music 
streaming 
service 
through 
"Naver" ...CJ 
is doing 
Naver music.   

27:39:0
0 

 

 

The digital 
revenue in 
Korea is 94% 
towards 
music 
streaming, 
how come no 
foreign 
investments 
wanted to 
come into the 
Korean 

 

Yes, because 
the culture 
industry is not 
priority for 
revenue.  
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music 
industry. Is 
this true? 

28:40:0
0 

Infrastructur
e 

 

 

Advanced technology 

technology in 
korea is 
awseome. 
You can 
access 
internet in the 
subway all of 
the tunnels 
have internet. 
You can 
access 
internet 
anywhere.   

29:20:0
0 

Infrastructur
e 

 

Ru Mo Jun. 
Was it him 
who made 
this 
infrastructure
. he was the 
president 
from 2003 to 
2007 and he 
enphasised 
creativity and 
culture and 
content. The 
government 
large 
investments 
in cultural 
technology 
including 
mobile 
penetration 
and internet.  

Korean Preident 

I don't know. 
Its polotics.  

 

30:00:0
0 

Infrastructur
e 

 

95% of 
Korean have 
internet. Do 
you feel that 
sometimes 
this has 
created 
growth in the 
music 
business and 
do people 
lsiten to more 
now that they 
have better 
access to 
internet? 

Technology 

Yes. A lot of 
impacts 
bedcause its 
very easy to 
listen to music 
by mmobile 
phone.  

 
30:52:0

0 Revenue 
 

ad supported 
revenue Ad supported revenue I want to 

divide into 2 
this shows how 
the platforms 
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grew with 
600% in 
2015. did you 
see a shift, 
was it more 
youtube or.. 

sections. ! is 
the general 
music service 
like Melon 
and the other 
section is 
Youtube. And 
there is also 
Navor which 
has a video 
clip platform. 
and they have 
an ad, people 
can watch the 
video without 
payment. So 
Navor give 
some rates to 
the right 
holders of the 
Advertisemen
t.  

in Korea are 
different. They 
also have 
video which 
Spotify does 
not.  

32:17:0
0 Revenue 

 

 

Ad supported revenue 

Youtube is a 
bigger player 
for ad 
supported 
revenue. 
people love 
youtube. All 
video clip can 
be found in 
Youtube.   

33:00:0
0 

Formal & 
Informal  

 

In 2005 the 
Korean 
music market 
was ranked 
33 in the 
world and the 
revenue fell 
by 2/3 from 
2001 to 
2005. What 
do you 
believe some 
of the main 
reason were 
for this?  

Illegal downloading 

There are lots 
of illegal 
services like 
p2p services. 
Fully illegal 
downloading 
services that 
time. A lof of 
people were 
using that. 
people did not 
want to pay 

 

34:00:0
0 

Formal & 
Informal  

 

Was it 
because 
people didnt 
know that it 
was illegal Illegal downloading 

they know it 
was illegal but 
they didnt 
want to pay. 
after that, 
label 
companies, 
KOMKA and 
other right 
holders tried  
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to change the 
situation. So 
Seribada was 
sued. tthere 
was a lot of 
legal 
negotiation 
and 
appropriate 
tarif 

34:42:0
0 

Formal & 
Informal  

 

 

Illegal downloading 

from 2006 & 
2007 after 
which the 
revenue grew 
again.   

36:00:0
0 

Formal & 
Informal  

 

seribida gets 
shut down in 
2005. 
Between 
2005 & 2006 
the korean 
industry 
reports digital 
revenue of 
more than 
50%, which 
makes the 
korean 
market the 
4th most 
digital music 
market in the 
world. what 
do you this 
this was 
because of?  

Illegal downloading & 
seribida 

the DPS tried 
to do their 
service 
legally with 
contract with 
the right 
holders.  

 

37:27:0
0 

Formal & 
Informal  

 

 

DSP 

DSP's have a 
contract, 
bundle 
service with 
mobile 
phones so 
mobile 
companies, 
telecom 
company, 
they have 
more 
subscribers to 
their 
company so 
they used the 
music service 
for promoting 
their service. 
Once case is 
if I subscribe **** 
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to SKT, they 
provide 12 
months free 
music service 
through 
Melon. Music 
service is kind 
of a 
promotion 
method for 
telecom 
companies.  

38:57:0
0 

Discount 
services 

 

 

DSP 

there are a lot 
of discount 
services. 
People 
subscribe, its 
increasing. its 
a promotion 
strategy.  

40:00:0
0 

Korean 
Music 

Industry 

 

Today the 
Korean 
market is 
number 8 in 
the world. 
How much 
do you think 
K-pop has 
had on this 
growth and is 
it an 
important 
subject? 

Ranking 

K-pop is very 
important key 
for the 
growing 
market 
because SM 
entertainment 
YG and KAP 
make a very 
good music 
so peoepl 
want to listen 
to their music 
which means 
that K-pop 
was a good 
means for the 
development 
of the music 
industry 
because as 
there are 
more good K-
pop created 
by the 
entertainment 
and the artists 
people listen 
to it more and 
people got 
interested to 
K-pop more 
and more, 
and that 
boosted the 
industry and 
market  
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overall. you 
can think of it 
as the key to 
the 
development.  

41:47:0
0 

Korean 
Music 

Industry 
 

So how much 
did it impact 
music 
streaming?  

K-pop 
85% is K-pop.  

 

42:23:0
0 

Korean 
Music 

Industry 
 

what about 
cyworld.  social networking 

This is like 
Myspace. 
now people 
dont use it.   

43:30:0
0 

Korean 
Music 

Industry 

 

some 
academics 
say the drop 
in the market 
was because 
cyworld 
colapsed, 
which means 
that people 
didnt pay for 
music 
anymore as 
thsi did 
before. 
people didnt 
pay for the 
music 
anymore 

The fall of cyworld 

I dont think 
this was the 
case.  

 

43:50:0
0 

Infrastructur
e 

 

so you think it 
had impact 
on the 
industry 

3g and 4 g internet 

now is 
enough, we 
can use 3g 
and 4 g, its 
very easy to 
listen to 
access music 
anywhere. 
you dont need 
to download 
music  

****downloadin
g is more 
popular. We 
are not talking 
about music 
downloading. 
make this a 
limitation.  

44:39:0
0 

Government 
and Legal 

 

when Melon 
was 
introduced it 
was prices at 
3000 korean 
won because 
record label 
pressure in 
2013, the 
government 
intervened 
and Melon 
had to double 
its price to 

price increase 

i remember 
there was a 
time when 
labels under 
our 
representatio
n made some 
campaigns to 
stop dumping 
music. This 
means that 
DSP do not 
sell our music 
at a cheep  
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6000 won. 
Did all record 
labels feel 
that the price 
had to 
increase or 
was it just 
SM 
Entertainmen
t 

price. And 
then the 
government 
make a new 
tarrif. If the 
tarrif 
increased 
then do the 
DS P had to 
increase the 
price. At the 
time the 
government 
in 2013 
deside to 
increase the 
price of the 
tariff. As a 
result of this 
the DSP had 
to increase 
their prices. 

46:40:0
0 

DSP & 
government 
interaction 

 

 

price increase 

all streaming 
service prices 
are around 
the same. 
The main 
reason is the 
government 
increase in 
tarrif 

this could be 
because of 
government 
regulation?  

47:14:0
0 Informal 

 

 

price increase 

the artists and 
labels made 
campaigns 
and pressure 
to increase. 
This was a 
public 
campagn in 
news papers 
and many 
things  

48:00:0
0 Formal 

 

Was there 
other 
government 
interviention 
like the price 
tariff? 

Government intervention 

No. But I 
heard 1 
disturbance 
from the IT 
ministry. They 
also made 
some 
program to 
promote K-
pop, they 
made some 
events in the 
other 
countries, 
supporting  
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the 
musisicans to 
other 
countries.  

49:23:0
0 Formal 

 

Does this 
have an 
effect on 
music 
streaming 
revenue? 

Government intervention 

I dont think 
so, just 
overseas.  

 

49:33:0
0 Formal 

 

In 2007 we 
see the first 
legislation 
amendment 
to the 
copyright act 
MCST and 
the Korea 
Copyright 
Commission 
fight digital 
piracy. P2p 
services can 
now be 
blocked by 
program. 
How did you 
feel this 
impacted 
music 
streaming 
and the 
music 
industry in 
general.  

Government intervention 

This was 
good for us 
because we 
had difficulty 
to get fair 
revenue from 
the DSPs. but 
this kind of 
amendment 
had a good 
effect to our 
industry.  

 

50:45:0
0 Formal 

 

Why did it 
take 6 years 
to write the 
law (6 years), 
was it a 
challenge to 
write it? 

Government intervention 

I dont know, 
but the 
korean 
government 
joined the 
WPPT and 
the WPT, 
some kind of 
treaty and 
also they are 
some fair 
trade 
agreement 
with the USA. 
The timing 
does not 
match.   

51:44:0
0 Informal 

 

How do you 
feel the 
public Social reaction 

I think people 
didnt know 
about this 
copyright law.  
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reaction was 
to this law? 

people were 
not 
interested.  

52:18:0
0 Formal 

 

In 2009 the 
KCC 
introduced 
the 3 strike 
rule, how do 
you feel this 
has impacted 
the industry government intervention 

its not 
working. no 
impact. it was 
not 
cenvenient 
and to send 3 
warnings to 
the DSPs, 
people think 
this process 
was a waste 
of time and 
very 
inconvenient 
for the right 
holders.   

53:58:0
0 Formal 

 

In 2011 a 
new 
copyright law 
required 
cyberlockers 
and p2p 
services to 
register with 
the 
government 
and the 
implemented 
filtering 
measures  

government intervention 

we call this 
web hard 
service/web 
harddisk 
service, we 
called that 
kind of 
services 
special online 
serivce 
providers 
they should 
share their 
information to 
the 
government. 
Its a good 
effect 
because 
there are so 
many illgal 
web services 
and so many 
people 
upload their 
content on the 
internet to try 
to share with 
their freidns 
and other 
people. So we 
needed to 
safety 
measures so 
this was a 
good 
amendment.   
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55:05:0
0 Formal 

 

 
 This was the 

best one.   

 

Formal 

 

Was there 
any public 
reaction to 
the law?  

some people 
think that the 
most 
important 
thing was 
people 
upload some 
information....  

56:40:0
0 Formal 

 

Do you have 
any other 
copyright 
laws made 
from 2007 
until now that 
has had an 
impact, or 
have there 
been any 
other 
government 
intervention? 

 

So many 
times the 
tarifs have 
changed  

 

58:50:0
0 

 

 

 

Legislation 

all the 
legislations 
we propose 
contain all the 
different 
parties 
involved. The 
performers, 
performing 
rights, public 
performers 
and medical 
care, 
broadcasting, 
so many 
sections are 
included in 
the tarifs.   

59:00:0
0 Formal 

 

What 
organizations 
do you work 
with in 
forming the 
legislations? 
What is the 
process? Legislation 

before we 
submit the 
tarif, we 
negotiate with 
the people 
related in the 
section and 
then we 
should 
arrange the 
agenda with 
our board 
members and 
then we 
submit the 

MCST seem to 
have the 
highest form of 
power when it 
comes to 
negotiations 
about pricing 
and right 
distribution etc.  
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form to the 
MCST, then 
the MCST 
send the draft 
to the KCC. 
The KCC hold 
the meetings 
and hearings 
and invite 
many people, 
the right 
holder side 
and the 
business 
side. So they 
hear each 
parties 
opinion and 
they make 
record about 
this 
ammendment 
and they 
submit back 
to the MCST - 
they then 
have the final 
realation 
about the 
conformity of 
the draft. 
They can 
reject or 
confirm. They 
also have the 
right to fix the 
draft.  

1h:00 Formal 

 

Do you think 
that MCST 
are bias? 

Legislation 

I think 
sometimes 
they try to be 
objective but 
it depends on 
the 
government 
policy. Now 
the president 
want try to 
boost the 
culture 
industry so 
the MCST 
lean a bit 
more to the 
copyright 
side, towards 
the music 
creator side.  
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So they think 
the more 
important 
thing is the 
business.  

1h:02 Formal 

 

 

Legislation 
a lot depends 
on the 
government 
policy  

based on the 
MCST final 
decision 

1h:05 Informal 

 

Generally 
speaking 
some 
cultures can 
be divided 
into high 
context and 
low context 
culture.  

Culture 

I just write the 
email as 
direct as 
possible.  

 

1h:07 Informal 

 

Is English 
proficiency, 
do people 
speak 
English well 
in South 
Korea?  

Culture 

No. Many 
people want 
to try speak 
english well, 
but not many 
people do.  

 

1h:07 Informal 

 

Do you have 
it in your 
school? 

 

In school 
there are 
some English 
courses, but 
those courses 
focus on the 
grammar and 
not the 
speaking. 
Music Labels 
dont need to 
speak 
english. It 
depends 
which team it 
involved.   

1h:08 Informal 

 

How would 
you say the 
business 
environment 
is in the 
music 
industry in 
terms of 
puncuality in 
the 
workplace?  

Hosfsted 

People are 
accurate with 
time. I think its 
a very 
important 
things to keep 
a promise of 
time.  

 

1h:09 Informal 

 

What about 
space. How 
do you feel it 
is in the 

Hosfsted 
In Korea, the 
most 
important 
thing is the  
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music 
industry? 

relationship 
with the 
people. They 
dont just want 
to keep their 
private. IN my 
case I have a 
good 
realtionship 
with Geenie, 
Loen etc. 
SOmetimes 
its private 
meetings, 
almost like a 
friend. So I 
can say to 
you within 
100 people, 
they are the 
key players in 
the Korean 
digital market, 
so its very 
important to 
have a good 
realtionship 
and polite. If 
someone is 
rude to the 
other guy, 
everyone wiill 
know. But 
sometimes 
work is work.  

1h:11 Informal 

 

Are there any 
cultures and 
manarisums 
spesific to 
Korea in the 
music 
industry 

Spesific Korean cultures 

The key 
players in the 
industry are in 
their 30s and 
40, so they 
are pretty 
young guys 
so I think we 
dont need to 
have a dinner, 
just have a 
talk and drink 
sometimes. 
Its almost the 
same as 
international.   

1h:12 Informal 

 

How 
dependant 
would you 
say the 
Korean 
people are in 

Spesific Korean cultures 

All the time. 
We email a 
lot. So many 
technology 
are involved. 
We need a  
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the music 
industry on 
technology? 

high 
technology 
because 
Melon and 
gennie submit 
their music 
report, there 
are so many 
lines there 
that we need 
a high 
technology to 
deal with their 
files. We also 
have our own 
software to 
read their 
reports and to 
make sure it 
matches with 
our 
databases.  

1h:13 Technology 

 

 

Royalties 

actually when 
we get the 
report, we 
calculate the 
royalty each 
song, we 
make a sum 
and ask to 
pay. We also 
return the 
report to 
Melon, we 
right that this 
song has 
been 
streamed this 
many time 
this month 
etc. (...) we do 
the 
calculations 
for them.   

1h:14 Informal 

 

Do you feel 
that Korean 
in the music 
industry are 
well 
educated? 

Education level 

Yes, and 
recently 
people have a 
master 
degree in 
intelectual 
property law 
and 
copyright, 
which is the 
major name. I 
think the most 
important  
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thing is the 
experience in 
our industry.  

1h:15:5
6 Informal 

 

Some 
businesses 
put a 
premium on 
loyalty which 
makes 
employers 
feel like they 
are part of a 
family, 
otherwise 
other people 
change jobs 
a lot. How 
would you 
say it is in the 
music 
industry? 

Education level 

KOMKA, the 
employee 
loyalty is very 
high and they 
dont move to 
another 
company 
easily. But in 
Leon also is 
the same. 
Leon is the 
best music 
service in 
Korea. 
People want 
to work in 
Leon forever. 
It depends on 
how the 
company is.   

1h:18  

 

K-pop is very 
visual, there 
is a lot of 
murchandise 
etc. DO you 
feel since 
2005 until 
now that it 
has become 
even more 
crazy? 

K-pop 

I think the 
artists have 
become more 
visual and the 
music quality 
is getting 
improved. 
Our members 
and 
composers 
are making 
good music 
on the same 
level as 
international 
standards. 
Recently 
some 
composers 
are making 
hip.hop music 
and idol 
music. So the 
music quality 
is very nice.   

1h:19 Formal - 
sensorship 

 

how about 
sexual 
meanins and 
content in K-
pop, do you 
have this in 
K-pop, do 
they have 
sexual 

K-pop 

Things are 
quite limited 
compared to 
american 
songs. We 
dont use 
those sexual 
words 
directly. *** 
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orientation or 
meaning? 

Sometimes 
we do but in 
the 
underground 
music they do 
use those 
words, but if 
you want to 
broadcast 
your music on 
the radio or 
on TV, the 
government 
will not allow 
them to play 
such songs. 
The 
government 
put some 
kind of 
sensorship.  

1h:21 Informal 

 

I heard in 
Korea, 
confusionisu
m is primarily 
practiced, 
which is 
embeded 
with loyalty 
and 
obligation 
towards 
superior. Do 
you feel that 
confusionisu
m is affecting 
the business 
environment 
in the music 
industry? 

Culture 

I think a long 
time ago yes, 
around 2000, 
but we follow 
a more 
international 
standard now 
and not 
confusionisu
m. Most 
people do not 
follow 
confusionisu
m.  

 

1h:22 Informal 

 

people of a 
lower ranking 
in the 
business 
environment, 
do they also 
have a say? 

Power distance 

yes. When we 
have a 
meeting its 
equal.  

 

1h:22 Informal 

 

Has it 
evolved 

Power distance 

I think in a 
very short 
time it has, in 
the last 10 
years.   

1h:23 Informal 

 

Do you feel 
like people 
have strict uncertainty avoidance 

in the licening 
part we need 
the strict 
regulations  
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rules and 
regulation 

but in the 
music 
streaming 
part they can 
make an 
amazing 
service  

1h:24 Informal 

 

how would 
you describe 
this in the 
music 
industry? 

collectivisum/individuali
sm 

among the 
musisisns its 
very 
collective. 
and its always 
strong. the 
union is very 
strong and 
KOMKA. With 
the labels 
sometimes 
they need to 
make once 
voice, but 
sometimes 
this strategy 
or policy may 
be helping for 
one DSP but 
not another, 
so sometime 
they become 
individuals to 
their best 
interest.   

1h26:40 Informal 

 

How do you 
feel it is in the 
music 
industry? 

Masculin/feminine 
culture 

I think its 
more towards 
masculin. I 
think its low 
though.   

1h:27 Informal  
 

 
 

 
 
 
Apendix IV 
 

Time Topic Hypothesi
s  

Question Talking Point Answer (quote) Notes 

1:30 Paid 
services 

  
Subscription 

pretty much all 
services are 
paid streaming.   

1:40  

 

for example in 
Europe, half od 
spotifys 
revenue is ad 
supported 

 

 

 

2:00 Streaming 
services  

How do the 
streaming differentiation the service 

owners are  
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services in SK 
differentiate 
from each 
other? 

different. and 
those well know 
companies are 
owning the 
streaming 
services. 
Basically the 
streaming 
services in 
Korea are 
attached to the 
telecomunicatio
n companies. 
Leon is under 
SK which is 
Koreas biggest 
telecom 
company. and 
they have 
Melon.  

2:46 Streaming 
services 

 

are you familiar 
with ay other 
conglomerates
? (Chabol) 

partnerships 

CJ is one of the 
biggest 
companies as 
well and they 
have Mnet 
streaming.   

6:14  

  

DSP 

Genie, Bugs and 
Melon are the 
biggest 
steaming 
services in 
Korea.   

7:30 
International 

record 
labels 

 

I understand 
that the 
international 
record labels 
are not big in 
Korea. Is this 
true.  

 

the majors in 
Korea are more 
likely not major. 
they are small. 
because of the 
bigger korean 
entertainment 
companies, the 
big three 
companies SM, 
YG and JNP 
entertainment 
are considered 
to be the major 
instead of the 
sony and 
warner.   

8:02 
International 

record 
labels 

 

why do you 
think this is the 
case? 

K-pop 

Beacuse of the 
culture 
difference. Like 
clubs or bars 
they also play 
lots of pop music 
and on the tv  
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and radio 
programs, other 
types of Korean 
bars, they tend 
to play more 
Korean songs 
rather than pop 
songs. Due to 
that their size is 
bigger than the 
other three 
international 
labels.  

8:34 
International 

record 
labels 

 

So you think 
their success is 
tied to the K-
pop content 

K-pop 
Yes I think so. 
And K-pop 
dominates the 
market.   

8:54 
International 

record 
labels 

 

Do you have 
any knowledge 
if the 
international 
labels have a 
partnership or 
joint venture 
with SM 
entertainment 
for example.  

 

warner and sony 
and universal 
are the 
producers, they 
are the 
distributers in 
other countires. 
So when Korean 
labels tend to 
move overseas, 
they tend to 
distribute their 
albums through 
those 
international 
majors. in that 
case they work 
together, but in 
the other case 
they also not 
work together 
in Korea so 
much.   

9:41 DSP 

 

Spotify for 
example are 
large in other 
parts of the 
world but not 
Korea, why is 
that? 

Spotify 

No.  

 

10:28 DSP 

  

Spotify 

I think Koreans 
are just more 
familiar with 
Melon and Mnet, 
something they 
are used to 
using. I would 
say its because 
of consumer  
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recognition and 
familiar with 
local products.  

11:11 DSP 

 

What entry 
barriers do you 
think they had, 
was it the 
culture of K-pop 
influence or..? 

Entry barriers 

I don't know  

11:36 Merger and 
aquisition 

 

seems the 
telecoms 
dominate 
ownership of 
the streaming 
services. 
telecome are 
buying their 
own record 
labels and 
music 
streamings etc. 
Is this the 
case? 

telecom 

I thinkt this is 
somewhat true 
and somewhat 
not because 
these 
companies dont 
just have 
telecome but 
also 
entertainment 
business as 
well.  

diversification
!  

12:55 technology 

  

Telecom 

In Korea the 
smartphone and 
the internet 
system has 
been really 
developed in a 
short time. 
Without those 
smartphones 
and MPS, the 
telecomes used 
to use streaming 
servies as a 
promotion for 
their telecom in 
the earlier years. 
They did this to 
gather more 
customers and 
they used to use 
music as a 
marketing type.   

13:49  

 

have their been 
foreign direct 
investment 
made in this 
market? 

FDI 

I dont think that 
much, no. I dont 
think there is any 
FDI in regards to 
the services 
here in Korea.   

15:00 Digital 
revenue 

 

In 2016, reports 
showed huge 
penetration for 
music 
streaming. Why 

Infrastructure 

I think because 
of the 
development of 
the internet and 
the smartphone  
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was this 
penetration so 
incredible? 

in Korea. The 
digital is faster in 
Kroea than any 
other country. 
As a reult of this 
digital and 
physical sales 
have grown 
significantly.  

16:25 Digital 
revenue 

  

Infrastructure & 
legislation 

Its also because 
of the profits 
coming from the 
litigation we 
were doing 
against digital 
services. for 
example bugs 
and seribida, the 
free services. 
The music 
industry did not 
earn anything 
from them. This 
was piracy. This 
is why we were 
doing litigation 
against them 
and we won the 
litigation so they 
had to pay a 
certain amount 
of money to the 
right holder. So 
based on that 
amount, and 
after the 
litigation and 
they were 
changed to 
monitised 
services, thats 
why the digital 
sales has been 
significantly 
increased. **** 

18:43  

  

Piracy & litigation 

the legal action 
against piracy 
and the change 
to digital 
services and 
litigation 
together helped 
the grwoth.   

20:05 Digital 
revenue 

  

business 
model/advertisemen

t 
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21:28 Subscriptio
n types 

  

Price 

depends on the 
subcription 
package you are 
on. Monthly 
payment or 
years payment 
and if you are 
using only for 
streaming or 
download etc. 
there are 
different 
packages.   

21:58 Subscriptio
n types 

 

would you say 
this is for all the 
key players 

Price 
Yes, this is for 
everything.  

 

24:00:0
0 

Formal and 
Informal 

 

What do you 
believe were 
the contributing 
factors to the 
drop in revenue 
from 2001 to 
2005? 

Revenue drop 

Piracy was an 
issue in the 
earlier stages. 
Due to this 
online, the 
physical sales 
dropped.   

24:00:0
0 

Formal and 
Informal 

 

what about in 
terms of 
copyright? 

Copyright 

that was not 
really present at 
the time. There 
was 
boradcasting but 
not for public 
performance. 
This was not 
properly settled 
at the time.   

27:42:0
0 

Revenue 
growth 

 

Can you give 
an example of 
why you think 
the revenue 
grew so much 
from 2005 to 
2006? 

 

That was the 
year that 
ceribida lost the 
case and so did 
bugs. Those 
services which 
were illegal 
became legal 
and this time 
brought revenue 
into the industry.   

30:21:0
0 

Revenue 
growth 

  

Music Streaming 

I think the 
revenue growth 
of music 
streaming is 
because idols. 
K-pop idols.   

33:00:0
0 

Revenue 
growth 

  

Music Streaming 

Music streaming 
back in the day 
was really cheap 
and services 
were giving 
many  
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promotions. In 
the earlier 
stages people 
thought that 
music should 
be free. but 
since Melon and 
other streaming 
services have 
become legal, 
they make the 
user pay for the 
music. So its a 
question of 
people just 
getting used to 
the new model.  

34:40:0
0 Competiton 

 

Did you you 
come accross 
much 
competition in 
2013 - 2014 

DSP 

 

 

35:00:0
0 

Divital 
revenues 

 

what caused 
the drop 
between 2012 
and 2013? was 
it the collapose 
of cyworld? 

Cyworld - drop in 
revenue 

maybe. A lot of 
people were 
using this to 
ustomize theor 
own page. then 
suddenly this 
service was 
closed.  dependancy 

38:00:0
0 

Technology 
advances 

 

Did you see an 
increase in 
streaming 
subscriptions 
through more 
people owning 
mobile phones? 

Mobile phones 

yes 

 

 Technology 
advances 

 

do you think 
more people 
started 
because of the 
internet 
capabilities? 

3g &4g 

 

 

38:42:0
0 

Technology 
advances 

 

Why is mobile 
penetration so 
big in Korea?  

3g &4g 

government 
interaction. 
Koreans do not 
like to wait. So 
the internet has 
to be quick it has 
to be faster.   

40:40:0
0 

Technology 
advances 

 

do you believe 
that this mobile 
penetration has 
had an impact 
on the music 

Mobile penetration 

I would say so 
yes. Because if 
things are really 
slow and you 
cannot wait for 
the stream to get  
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streaming 
industry? 

ready to listen to 
a song, no one 
wants to use it. 
So having faster 
data also give 
good affect on 
music 
streaming.  

41:26:0
0 

Technology 
advances 

 

Do you feel like 
the avaiability 
of internet has 
impacted music 
streaming? 

Infrastructure 

In korea, I have 
not had to 
download a 
song yet 
because I just 
have internet 
eveywhere and I 
dont need to 
download a 
song to listen, I 
can just stream. 
So yes, this has 
given a good 
impact on 
streaming.   

42:00:0
0 

Economic 
Affects 

 

The wealth in 
the country has 
grown from 
2005 to 2015. 
Do you believe 
that this has 
had an affect on 
people 
purchasing 
subscriptions? 

GDP 

I dont think so, 
because the 
streaming 
service at first 
was cheap 
enough to buy, 
second the 
people were 
thinking that 
music was free 
and they thought 
was now turned 
to the possibility 
that music is not 
free anymore 
and this only 
place to now 
listen to music 
was to pay the 
free via 
streaming 
services and 
many people 
didnt have much 
choice but to pay 
if they wanted to 
listen to their 
favorit artit.   

44:00:0
0 

Growth of 
music 

streaming 

 

Do you think it 
has taken the 
public some 
time to 
understand that 

People 

yes. between 
2005 and 2015. I 
think that gives 
more reason 
why they pay the 
subscription of  
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music was not 
free anymore? 

streaming . I 
don't think its 
because of 
GDP. I'm sure it 
has a little but 
not a primary 
affect. I think it 
was more 
about the 
minset of the 
people.  

50:00:0
0 

Right 
holders 

 

 

Profit share 

the profite share 
amongst the 
right holders 
was not fair, but 
now its getting 
better.   

51:00:0
0 

government 
and legal 
affects 

 

because of 
record label 
presure back in 
2013, the 
government 
intervened and 
Melon had to 
double its price. 
Did all record 
labels feel the 
same way even 
the ones who 
did not own a 
streaming 
service? 

Price increase 

I believe its the 
same for every 
country, when 
they selling a 
product as 
pysical, they are 
earning huge 
profits. But when 
it becomes a 
digital, many 
people are doing 
piracy of the 
music. 
Streaming 
service brings 
the music at a 
cheaper price so 
when albums 
are sold they are 
expensive. 
Butwhen you 
listen to music, 
when you 
purchase the 
subscription 
services its 
about half the 
price of a 
physical. The 
marginal prifits 
between the 
physical sales 
and the digital 
streaming is 
high. Right 
holders earn 
little from music 
streaming 
revenues.   
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53:11:0
0 

government 
and legal 
affects 

 

Do you think 
that SM 
entertainment 
had more 
incentive to 
politically 
pressure 
because they 
didnt have a 
music 
streaming 
service? 

SM Entertainment 

I dont think so. 
But they have 
more imact to 
say or give 
pressure to the 
givernment 
because they 
are one of the 
largest 
entertainment 
and produciing 
companies in 
Korea. They 
produce a lot od 
music. Also the 
idols period 
starts from SM 
entertainment.   

55:00:0
0 

government 
and legal 
affects 

 

has there been 
any other 
government 
interaction 
between music 
streaming 
beside the 
copyrights? 

Gov interaction 

No.  

 

1h:01 
government 

and legal 
affects  

 

3 strick rule 

 

 

1h02 
government 

and legal 
affects 

 

 

Government 
intervention 

the protection 
center in Korea, 
protection 
agency they are 
like the copyright 
protection 
agency under 
the government 
and they are 
monitoring all 
the internet for 
the piracy. So 
the cyber 
lockers and p2p 
when they are 
illegally sharing 
music, they can 
be monitored by 
the protection 
agency and will 
be taken down. 
SO this does 
have a positive 
impact on music 
streaming 
services so 
people cannot 
download 

government 
influence.  
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illegally 
anymore, they 
have to go to 
the streaming 
services.  

1h09 formal & 
informal 

 

is the English 
proficency in 
the country 
low? 

language 

we start to learn 
the English in 
elimentary 
school so we are 
supposed to 
have good 
english in Korea 
but the way 
people study is 
by reading and 
writting but not 
so much 
speaking.   

1h:12 formal & 
informal 

 

Are Koreans 
generally 
punctual? 

Busines 
environment 

yes, in business 
Koreans are 
generally alwys 
on time but in the 
private space its 
different. It 
depends on the 
person  

 formal & 
informal 

 

what 
aboutprivate 
space 

 

it depends on 
the person. but 
when you are 
walking around 
the city, people 
dont really care 
about it.   

1h:13 formal & 
informal 

 

material 
perception from 
a technological 
perspective.  

 

in the music 
industry is quite 
small so we all 
know each 
other. after i 
started working 
with RIAK, I 
have met many 
people within the 
industry so there 
is a strong 
relationship 
base  

1h14 formal & 
informal 

 

 

business paterns 
spcial dining are 
important when 
it comes to 
deals.   

1h14 formal & 
informal 

 

are there any 
specific 
manaerisums 
of traints which 
are most 
common in SK? 

culture 

this mentaliy just 
liek japan is 
more common 
for the older 
people but not 
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so much the 
younger people  

1h16 formal & 
informal 

 

how reliant are 
Koreans to 
technology? 

 
yes, they are 
very dependant 
on technology  

1h17 formal & 
informal 

 

the education of 
a country often 
reflects 
development of 
a country. do 
you think the 
average korean 
is well 
educated? 

education 

yes!  

 

1h18 formal & 
informal 

 

 

loyalty 

in earlier days 
people were 
draw to layalty 
for a 
businssiness 
where they 
worked, but 
these days its 
just following the 
benefits and the 
income that the 
company gives.   

1h19 formal & 
informal 

 

has the 
asthetics 
evolved over 
time? 

k-pop 
yes 

 

 formal & 
informal 

 

how about 
sexual 
meanings in 
songs? 

k-pop 

we are still a bit 
more closed, 
and not very 
open when it 
comes to 
american or 
European 
countries 
content. we 
have a very 
exclusive kind of 
expression.   

 formal & 
informal 

 

 

 

mostly songs do 
not have much 
form of sexual 
reference. its 
getting more 
westernized but 
its not really yet.   

1h20 formal & 
informal 

 

do you think 
that 
confusionisum 
is reflected in 
the workplace? 

confusionisum 

yes. for example 
it s cultural thing. 
the older 
generation in 
that sense yes 
there is more  
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respect towards 
them.  

1h21 formal & 
informal 

 

do you feel that 
each person 
has an equal 
access to usic 
streaming?  

everyone has 
equal 
accesibility but 
the younger 
teenages tend to 
follow up with 
becoming a fan 
of idols and they 
listen to music 
more.   

1h22 formal & 
informal 

 

how do you feel 
this is in 
corporate 
South Korea, 
does averyone 
have an equal 
right to say 
something? 

 

thats a personal 
thing. many 
people do not, 
but its not a 
limitation.  

 

1h27 formal & 
informal 

 

 

 
streaming 
service arised to 
promote the 
telecom servies  

1h30 formal & 
informal 

 

 

coleccting 
management 

organization (CMO) 

there are only 4 
of these who 
fight in support 
of the right 
holders and the 
rest, which is 
most, fight for 
the comumers 
interests. CMO 
they are the 
ones who collect 
the royalties. the 
right holders 
never speak 
directly to the 
MCST becasue 
we are the ones 
who collect on 
behalf of the 
right holders. in 
this sense I 
believe that the 
MCST are more 
on the side of the 
customers 
benefit more 
than the right 
holders.   

1h31  

 

RIAk speaks for 
right holders 
when you talk 
to the MCST? 

 
yes and we 
negotiate tarifs. 
this is a the 
distribution of  
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what the 
customers pay 
for the streaming 
services.  

1h32  

 

when the 
copyright laws 
were approved, 
who put the 
agenda? 

 

its the ministry 
who say they 
wanted better 
copyrights and 
we are the ones 
who are lobying 
for better 
copyright law.   

1h33  

 

how connected 
are KOMKA 
and RIAK and 
MCST, do you 
all go together 
when you talk 
about 
improving 
copyrights? 

 

it depends on 
the situation.  

 

1h35 culture 

 

 

 

Koreans are 
very collective 
but the young 
people are going 
towards 
individual  

 
 

 


