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tnre Jobs has had much to celebrate lately. But the
Apple CEO was panicularly hoppy in Februery 2006
when he announced that the iTunes Music Store had

sold ie billionth song, to a teenag€r in Michigan who had
bought a cppy of Crldplayb "Speed of Sound.'That mile-
stone is all the more impressive when you remember that
Apple has numerors competitors in the digital music urcrld.
Yahoo Music Unlimited and the legal incarnation of Napter
ere gunning for iTirnes customers. Sony and Samsung are
trying to 6eete iPod slapn.

And dre field is only getting more crowded. By the sum-
mer of 2006, Amazon may launch a digital music service with
a branded MP3 player, possibly made by Samsung. It is al-
ready being reftrred to in dre industry as the aPod. Amazon
q/on't discuss its plans, but sources tell Fartlrw that Amezon
is trrgeting people over 40 years old-it refers to them as
"thc NPR ctowdo who aren't as likely to own iPods as
My5peccusen.

Yet Apple's challengers dl face the same problem:Job'sb
compsny urill no doubt dominate the digital music market
bryears to corne, That's because Appl" has learned its hard
leson about closed systfm$.

In the micr,ocomputer desktop narkeq Apple shrenk
from an indr$try leeder to a niche player because it designed
clooed qxstens vith proprietary hardware and software that
were often incompatible with thousands of applicetion soft-
urare products that proliferNted in the PC universc.
Microsoft set out to replicae the basic ftatures of thc Mac-
intosh opcrating system in eech succeeding version of its
Windows OS, encouraged softwer€ derclopers to write apps
for ig rnd then licensed Windowr to mass-rnarket PC
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manufesrurers liLe Dell, HP and IBM. When the technology
dust settled, Apple ended up with b"tely 3.2 percent of the
U.S. desktop market.

And that's the way it was when Apple introduced the first
iPod in October 2001. The iPod was another clo*d sJ6Em,
but this time Steve Jobs created a closed system with mass
appeal. Fulcnrm Global Partners estimates that iPo& now
aooount for 7l percent of the 30 million MP3 pleyen cur-
rendy in use in the United States. That's partially because
Apple relased vercions of the iPod end iTbnes forWindows.
But itt also becauseJobc cut a deal with the Big Five record
companies in 2003 thet locked up his device. The music
companies wanted to sell songs on iTunes, but they were
afraid of Internet piracy. So Jobs promised to wr*p their
songs in Apple's FairPlay*the only oopy-proection soft-
ware that is iPod-comprtible.

Other digltal mrsic sen'ices such as Yehoo Music Uri-
limit€d and Napeter reeehed si'ail.r deals with the big
record labcls. ButApple reftsed to liccnse FairPleyto thern.
So thme companie.s nrrned to Misosoft for copy protection-
That satisfied fearfol music companies, but it means none of
the song;s sold by drose eervices can be played on the wildly
poprlar iPod. Instead, uses of the services had to rely on in-
ferior devices made by compenics lilrc Samsung and Srn
Disk *rat supported Micrcoffs Windocrc Media brrrat

The sinration has been a disaster for Appleb cornpetitors.
i:Iimes holds a commanding lead over its rivals, selling more
than 75 p€rcent of dl digitd rcrg$ eooording m NPD
Grcup, e cornpeny dret prwides arcking of consumer music
prrctrases. The seondalace digittl mruic store, eMusic, can't
sell any mrjor-label his becausc it refrses to @pf-promt
them,Instea4 it relies oar iadependent lebels for content But
elVIusic has a 9 percent shere of the markeg largely because

),ou qm play its unproected MPSs oa en iPod. Meenwhile,
Rhepeody, Napcrcr, Sony, Wd-Milt, AOL, and Ya'hoo*
ncsrly all of which have deals with the maior labels but are
sarckwith Microcoft's tcchnology---+re fighting over &e re-
rnlining 16 percent of the digrul mrric-store mer|let

Moet of thcse mugic servias eqgue that drey harve sorne-
thing to o&r music loverr 6at Apple do€sn'e di$Bl music
nrbscriptions providing cusmm€rt the chance o listen to
more thm a million song':s for a monthly fte of roughly $10.
You cab't bnrn these songs onto CDs, aod drey become rm-
playable if yru don't pay your bill. But Napcer argu€s thet it
is clroaper to listen to music this wey thm to hqf drousands
ofiTimes.

Tiue enongh. But the sofirrnrre thrtMcroeoft
to dlo*'thishevilypmtected mnsic to he movd toportable
depiee hes bern so buggy thet a lot of subecribers heve givcn

W end iust li$t€n to songs on thcfo mputers.
Poor Microsoft. N€trly every music scrricu end MPI

d",rcr maker other then Apple suppore Windom Meda
rnd its cory-protrction softs*re. But not emugh rnrrsic
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