Formats: AAC and WMA

The article, “My Songs, My Formats” by Sean Captain clearly demonstrates Lock-In concepts covered in the lectures and in the ‘Information Rules’ textbook. Apple and most of its rivals such as Napster, Wal-Mart, and Yahoo use two incompatible music formats in order to secure a share of internet music-download market. This is an example of mass market data lock-in by the means of format differentiation. 

Apple holds more then 70 percent of American music market, dominates in the online music-download market, and promotes an Advanced Audio Codec (AAC) as the other above listed companies rely on the Windows Media Audio (WMA) format. Unlike the world’s most excepted and universal MP3 compression format, AAC and WMA were in part developed to strengthen licensing control of the digital media – an issue not addressed in MP3 format. As the result, conversion of copy-protected AAC files to WMA and vice versa bought from online stores is not possible, “at least not without straying into troublesome legal terrain”. In addition, conversion of none copy-protected AAC and WMA files results in data degradation. 

Therefore, as a user’s one-format-music library grows over time, the switching cost of a customer grows with time. Because the costs the new supplier bears in the case of a switch are negligible in online download environment, the total cost of switching and therefore, lock-in, grows with time. Additionally, online music download is a mass market where even “small switching costs can have a profound impact on strategies and market outcomes”. As the online music download is maturing, the companies which have a stake at this business should invest heavily at the installment base and find multiple ways of entrenching their customers in addition to the file format differentiation.      
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