
Sony’s purchase of AWAL raises
competition concerns

Deal could lead to worse terms for artists and less innovation in the
music sector

The music industry is evolving, with the development of social media and
streaming enabling artists to have more control over the distribution of
their own content and promotion of their brand. As a result, while most music
artists have historically been signed to one of a small number of ‘major’
labels, alternative business models have emerged. In particular, independent
providers of Artist and Label (A&L) services offer a streamlined version of
the support typically provided by the major labels, while allowing artists to
retain ownership of their music and a greater percentage of royalties.

Sony is one of the 3 major record labels active in the UK today. In addition
to its main label offering, Sony Music Entertainment, Sony also owns The
Orchard, an A&L services provider that it acquired in 2012. AWAL is an
emerging music distributor offering an alternative to traditional music
deals, providing both A&L services and a ‘DIY platform’ that allows artists
to upload their own music for distribution.

The Competition and Markets Authority’s (CMA) investigation found that the
wholesale distribution of recorded music in the UK is highly concentrated at
present, with the 3 major labels accounting for the vast majority of the
market. AWAL is an important emerging player, widely recognised for its
innovative business model. It is one of the few suppliers outside the major
labels that has succeeded in gaining a meaningful foothold in the market and
has grown significantly in recent years.

As part of its investigation, the CMA found evidence that – if the deal had
not gone ahead – Sony and AWAL could also have competed more strongly with
each other in future. AWAL was well-placed to grow its business even further
in the coming years. There is also evidence that Sony intended to expand The
Orchard’s offering, focussing more on the emerging pool of smaller artists,
which would have led it to compete more with AWAL.

This competition between Sony and AWAL could have benefited artists by
improving the terms of their deals with distributors, potentially allowing
them to keep a larger share of their earnings and to have more ownership of
their music rights. The CMA is therefore concerned that the loss of an
innovative competitor like AWAL could, despite continued presence of the
other major labels, lead to worse terms for artists and less innovation in
the music sector.

Colin Raftery, Senior Director at the CMA, said:

The music industry forms an important part of the UK’s flourishing
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entertainment sector, and it’s essential that distributors continue
to compete to find new and creative ways of working with artists.

We’re concerned that this deal could reduce competition in the
industry, potentially worsening the deals on the table for many
music artists in the UK, and leading to less innovation across the
industry.

Sony must now address the CMA’s concerns within 5 working days. If it is
unable to do so, the deal will be referred for an in-depth Phase 2
investigation.

For more information, visit the Sony / AWAL merger inquiry page.

Notes to editors:

The CMA served an initial enforcement order in May. Details of this can1.
be found on the Sony / AWAL merger inquiry page.
This is a Phase 1 decision. Unless the parties offer suitable2.
Undertakings in Lieu, it will proceed to Phase 2. A collection of
guidance published by the CMA on mergers work can be found on the CMA
mergers guidance.
Sony and AWAL have 5 working days to offer legally-binding proposals to3.
the CMA to address the competition concerns identified. The CMA would
then have a further 5 working days to consider whether to accept any
offer instead of referring the case to a Phase 2 investigation.
The CMA has found competition concerns with regards to Sony’s purchase4.
of AWAL, but not with regards to Sony’s purchase of Kobalt Neighbouring
Rights.
In July, the House of Commons Select Committee on Digital, Culture,5.
Media and Sport published a report raising concerns about the strong
position of the major music groups and its impact on artist
remuneration.
All media enquiries should be directed to the CMA press office by email6.
on press@cma.gov.uk, or by phone on 020 3738 6460.
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