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		The use of file-sharing technologies, so-called Peer-to-Peer (P2P) networks, to copy music files has become common since the arrival of Napster. P2P networks may actually improve the matching between products and buyers - we call this the matching effect. For a label the downside of P2P networks is that consumers receive a copy which, although it is an imperfect substitute to the original, may reduce their willingness-to-pay for the original - we call this the competition effect. We show that the matching effect may dominate so that a label's profits are higher with P2P networks than without. Furthermore, we show that the existence of P2P networks may alter the standard business model: sampling may replace costly marketing and promotion. This may allow labels to increase profits in spite of lower revenues. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: File-sharing, P2P, sampling, information transmission, piracy, music

	
	

	
    

    
	

	
	
		JEL Classification: L11, L82

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Peitz,  Martin and Waelbroeck,  Patrick, File-Sharing, Sampling, and Music Distribution (December 2004). International University in Germany Working Paper No. 26/2004,  Available at SSRN: https://ssrn.com/abstract=652743 or http://dx.doi.org/10.2139/ssrn.652743 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Martin Peitz (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Mannheim - Department of Economics  ( email )

			

			
			
				
				
				
					D-68131 Mannheim
Germany
+49 621 181-1835 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://peitz.vwl.uni-mannheim.de/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Patrick Waelbroeck

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				TÃ©lÃ©com Paris  ( email )

			

			
			
				
				
				
					19 Place Marguerite Perey
Palaiseau, 91120
France

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,659

			

		
		
		
			Abstract Views

			   17,241

		

		
		 
		
			Rank

			    9,541

		

		
	


	
		
            
            	       13 Citations
		

	

	
		
			
				       17 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Economics of Networks eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economics of Networks eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,705

                                    

                                    
                                        PAPERS

                                           14,738

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Nicholas Economides at New York University - Leonard N. Stern School of Business - Department of Economics 

                                    

                                
                            

                        

                    

                
	
                    Intellectual Property: Copyright Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Intellectual Property: Copyright Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,528

                                    

                                    
                                        PAPERS

                                            7,289

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Robert P. Merges at University of California, Berkeley - School of Law

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    IO: Productivity, Innovation & Technology eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Productivity, Innovation & Technology eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,060

                                    

                                    
                                        PAPERS

                                           29,180

                                    

                                

                                
                            

                        

                    

                
	
                    Economics of Innovation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economics of Innovation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              342

                                    

                                    
                                        PAPERS

                                           20,486

                                    

                                

                                
                            

                        

                    

                
	
                    Innovation Law & Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Innovation Law & Policy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              260

                                    

                                    
                                        PAPERS

                                           29,423

                                    

                                

                                
                            

                        

                    

                
	
                    Information Systems & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              224

                                    

                                    
                                        PAPERS

                                           14,631

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik Brynjolfsson at National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Piracy of Digital Products: A Critical Review of the Theoretical Literature


                        
                            By
                                
                                
                                    
                                    Martin Peitz
                                     and 
                                
                                    
                                    Patrick Waelbroeck
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Piracy of Digital Products: A Critical Review of the Economics Literature

                        
                            By
                                
                                
                                    
                                    Martin Peitz
                                     and 
                                
                                    
                                    Patrick Waelbroeck
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Effect of Internet Piracy on Cd Sales: Cross-Section Evidence

                        
                            By
                                
                                
                                    
                                    Martin Peitz
                                     and 
                                
                                    
                                    Patrick Waelbroeck
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Effect of Internet Piracy on Music Sales: Cross-Section Evidence

                            
                                By
                                    
                                    
                                        
                                        Martin Peitz
                                         and 
                                    
                                        
                                        Patrick Waelbroeck
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Pitfalls in Measuring the Impact of File-Sharing

                            
                                By
                                    
                                    
                                        
                                        Stan J. Liebowitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Economist's Guide to Digital Music

                            
                                By
                                    
                                    
                                        
                                        Martin Peitz
                                         and 
                                    
                                        
                                        Patrick Waelbroeck
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why the Music Industry May Gain from Free Downloading - the Role of Sampling

                            
                                By
                                    
                                    
                                        
                                        Martin Peitz
                                         and 
                                    
                                        
                                        Patrick Waelbroeck
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Rockonomics: The Economics of Popular Music

                            
                                By
                                    
                                    
                                        
                                        Marie Connolly
                                         and 
                                    
                                        
                                        Alan B. Krueger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Elusive Symbiosis: The Impact of Radio on the Record Industry

                            
                                By
                                    
                                    
                                        
                                        Stan J. Liebowitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Pricing Information Goods in the Presence of Copying

                            
                                By
                                    
                                    
                                        
                                        Paul Belleflamme
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
