
V. Market Analysis 

Overall Industry 

Taiwan has long been regarded as the factory of Mandarin music. 

Around 80% of the Mandarin songs in the world are being composed and 

produced in Taiwan and then promoted around the world5.  

Taiwan’s Music Industry is dominated by five major international 

companies (SONYBMG, EMI, Warner, Universal, Avex) and five local 

record companies (Rock, Seed, Forward, Linfair, HIM). The music 

market in Taiwan has been declining since 1997, dropping from the world 

ranking of 13th to the 28th place in 2006. Main reasons causing the decline 

are due to piracy and illegal downloading6. 

The music market revenue has dropped from 12 billion in 1996 to 2 

billion in 20067, causing a huge loss of royalty income for both artists and 

record companies.  

The record companies started relying on royalty income from 

previous years and artist management to recoup the lost income (Huang, 

2003). Artists8 in Taiwan started looking to increase their income from 

                                                       
5 IFPI www.ifpi.com.tw 
6 IFPI www.ifpi.com.tw 
7 IPFI www.ifpi.com.tw 
8 Artist, referring to celebrities in the music industry. In this proposal, celebrity and artist will have an 
equal meaning.  



endorsement deals, concerts, commercial performances and 

merchandises. 

The profile of the music industry is described in Figure 4. There is a 

cooperative and interactive relationship between the record company, 

artist agent and media. The record labels work with artists on image 

designing, creative packaging and a central theme for the album. 

(Chang，2003)  

A series of events are being carried out throughout the album 

promotion process in which the artist gains exposure on media, 

advertisement (music videos), entertainment news and public appearances 

(autograph sessions, concerts, etc).  The entire cycle is undoubtedly to 

promote album sales; however, as a marginal effect the artist has other 

source of income from endorsements, ticket-selling concerts and 

merchandising rather than from album royalties. Using the image created 

by the record company’s marketing team and reputation constructed by 

the media, the celebrity adds value and creativity to the merchandise 

(Pringle 2004). It has been proven true by the IPA (Institute of 

Practitioners in Advertising) that successful celebrity campaigns can pay 



more dividends than any other industries.9  

 

 
Figure 4. Music Industry Profile. Source: Chang & Chou, 2003. 

Hamish Pringle has organized celebrity associations to brands into 

six categories: celebrity as customer, celebrity testimonial, product 

placement, celebrity sponsorship, celebrity as a founder and celebrity as a 

brand owner.  

                                                       
9 Source: IPA 



 

Figure 5. Six categories of celebrity association to brands. 

Merchandising falls under the “Brand Owner” category but currently 

limited to concert merchandises. Celebrity names are existing brands; it is 

only natural to extend the ‘brand’ into actual products. 

In the US and UK celebrities have started registering their names as 

trademarks in order to protect and exploit the valuable asset for years. 

Worldwide renown pop star Jennifer Lopez’s success in both music and 

film industries represented a phenomenon. JLO receives 12 million 

dollars for each film and when the diva launched her own fragrance 

GLOW in 2002, it was estimated by industry observers to have totaled 

$44million in sales for the first four months (De Mesa, 2004). Consumers 

are apparently more attracted to products with celebrity connection and 

are willing to pay a premium price for them (Weathered, 2000). Jennifer 

Lopez is not the pioneer in the branding business, Def Jam Records 



founder Russell Simmons launched his own brand ‘Phat Farm’ in 1992 

earning US$260 million in sales a year. In 1999, rapper Jay-Z and Damon 

Dash debuted Rocawear, a US$300 million retail business (Towle, 2003). 

Registered celebrity trademarks also include Oprah Winfrey, Elle 

MacPherson, Kylie Minogue, Mel Gibson, Jamie Oliver and more. 

Hip-hop mogul P. Diddy’s brand ‘Sean John’ ranked the world’s top 54th 

licensor, receiving an estimate of U$450M licensing fees in 2007.10  

Currently there are only 5 artists in Taiwan who have launched their 

own branded products, with a focus on high price apparels. 11None of the 

brands have had a formal product launch and items are sold in small 

distribution channels and on-line websites. 

SONY BMG Music Entertainment’s Artist Management Senior 

manager, May Liu, commented on Taiwan’s artist merchandising market: 

“Most of the Taiwanese artist management companies today do not 

recognize the benefits of building a brand but focusing on large returns 

within a short period of time such as commercial performances and 

endorsement deals. There is a reason for such a short-sighted strategy, 

                                                       
10 “Top 100 Licensors” � Source: 
http://www.licensemag.com/licensemag/article/articleDetail.jsp?id=508354 
11 Show Luo(STAGE), Vanness Wu(TRIUMVIR3), Edison Chen(CLOT), 張震嶽 (WORK N PLAY), 
五月天阿信(STAYREAL) � Source: 
http://www.womanfriend.com/fashion/focus/mxjp/200801/7614.html 



mainly because most celebrities renew their management contracts or 

agents every two to three years; it is rather difficult make a long term 

investment” Only one out of the 10 record companies listed under IFPI 

Taiwan has a merchandising department. 

 

Celebrities (Artists) 

There are a total of 331 artists in the Taiwanese music market12, 

however only 120 are active13. StarBay will focus on the super pop idols 

that are capable of holding at least one concert every two years in Taiwan 

and releasing at least one album a year. These artists have a stronger fan 

base thus providing a larger consumer group.  

The targeted of artists are all in the pop music segment and within the 

top 20 best selling artist14 list. When an artist achieves outstanding sales 

records in Taiwan, the same effect will spread out to the entire region, 

including China, Hong Kong, Malaysia and Singapore. Taiwan is not only 

the factory of Mandarin music but also an indicator of success in the 

region.  

                                                       
12 Source: http://zh.wikipedia.org/  
13 Active – meaning are listed in the 10 registered record companies websites.  
14 Top 20 best selling artists in 2006 and 2007 are listed in appendix 3. Ranking provided by 
international record label in Taiwan.  



Concert tours also follow similar patterns as music albums in which 

artists have their first concert in Taiwan as a starting point of the tour 

before heading to other countries. The merchandises will follow the 

concert tour and are sold in every single country.  

 

Concerts 

There are two concert venues in Taipei which are the most popular 

among pop music artist, the Taipei Indoor Stadium and the Chungshan 

Soccer Stadium. Each can host around 15,000 to 20,000 audiences at a 

time depending on the size of the stage. The top 5 best-selling artist might 

have more than one show; a few of them might have two concerts on 

separate days.  

The average album sales figure for the top 20 artist in 2007 is 

approximately 55,000 units per artist15. There is no data to indicate if the 

consumers of concert tickets and albums overlap.  

The average number of items sold at each concert is around 12,000 ~ 

15,000, this is a sum of all items sold.  

 

                                                       
15 Data provided by international record label in Taiwan. Name kept anonymous for confidentiality 
reason. 



Consumers 

Just like music albums, merchandises have a short life cycle, it’s 

necessary to inject new creative ideas constantly and receive market’s 

feedback periodically. The consumers of music albums have low level of 

loyalty resulting in a high switching rate. The target consumers of music 

albums are of age 15~25 (Shen Yi Ron, 2005).  

The age groups of respondents who completed the questionnaire are 

shown in Table 3. 

Table 3: Age of respondents to the questionnaire 
Below 15yrs                  2% 25 ~ 35yrs                   40%
15 ~ 25yrs                   54% Other                        2%  

 

The age group of concert viewers is slightly higher than that of music 

CD consumers, which leads to speculation of a group with higher 

spending power.  

The genders of the respondents are 37 female and 13 male which also 

match the fan base of pop music idols being mainly female. 

 

Merchandising Contracts 

The contracts commonly used in the industry provide artists around 

10%~15% royalty of the retail price for each product sold. Any unsold 



inventories are sold on the merchandiser’s website and royalties are 

reported accordingly.16 None of the contracts are exclusive licenses.  

 

Product Trends 

One of the top 5 best selling artist17 had his Taipei solo concert in 

2007 with the following merchandising results: 

 
Figure 6. Actual merchandise sales of anonymous artist in a Taipei concert in Nov 
2007 
 

Merchandises in the current market are mainly standardized products 

such as T-shirts, caps, key chains, badge holders, coffee mugs, posters, 

folders, etc. These product types can be found in every single artist’s 
                                                       
16 Source: Anonymous international record label  
17 Artist name is kept anonymous for confidentiality reason. 



merchandises. All of the products are of low costs, easy to produce (just 

smashing a logo or graphic on them) and easy to handle logistically. 

However these products are sold at almost doubled the market price. 

Matching results from the questionnaire, the most popular items among 

consumers are t-shirts, cell phones hangers and other items that are 

popular among young people.  

World leading brand licensing consultancy company Beanstalk18 has 

organized the future consumer trends into the following categories: 

 Harmony with the planet – environmental conscious and organic 

products 

 Cocooning – promotes health and wellbeing. Offering comfort, safe, 

pampering products.  

 The new youth – brands and products that bring humor to daily life, 

delivering functional and retro design for adult consumers. 

 The great outdoors – promoting an emotional connection with nature 

and environment 

 The metro sexual man – products presenting a new lifestyle, “gadget” 

potential, suits both genders. 

                                                       
18 www.Beanstalk.com 



 The shrinking world – products that bring connectivity, offering 

consumers an extended memory through a product.  

 Lifestyle by design – bringing design into everyday products, 

featuring a heritage or fashion image 

StarBay integrates the actual consumer feedback with global 

consumer trends in its product development. The key is still to offer 

products that are distinctive and reflective of celebrity style.  

 

Competitors 

Gogoshopping                                                         

On-line shopping website owned by local record company, Rock Records, 

focuses on selling albums on-line. Very few types of merchandise are 

found on the website and with only one best-selling artist under the label, 

MAYDAY.19 

I Love Super Star                                                       

On-line website with blogs and merchandise stores, owned by a major 

artist management company in Taiwan and focuses on artists under their 

representation. Very few types of merchandises are found on the website 

                                                       
19 http://www.gogo-shopping.com.tw/ 



and although it is an interactive website, very few updates are seen. 

Artists included in the website are: Jolin Tsai, Show, Rainie Yang, Amei, 

Elva, etc. Only merchandises of Jolin and Show are being sold on the 

website. Current product count is less than ten.20  

Asia Dragon                                                            

Biggest market share owner, obtaining merchandising rights of around 8 

major artists, each signed on a case by case contract. Asia Dragon has 

been in the merchandising industry for the longest time, establishing solid 

relationships with record companies. However, the quality and design of 

the products are rather low and fails to show each artist’s identity and 

individuality. The company sells to fans in the entire Greater China 

region with a special focus in the China market.21 

Independent Brands                                                     

A few artists have started with their own brand and mainly designing 

apparels under the brand. The few products that are found with artists 

own brands are usually priced higher and better designs.  

 

 

                                                       
20 http://www.ilovesuperstar.com.tw 
21 http://www.merchandise.com.tw 



Potential Risks 

Pirated products - illegal usage of artist image, name, and design. 

Intellectual property rights are not under the best protection in Taiwan, 

there is a very high possibility of pirated products appearing in the market. 

StarBay will register each brand created and co-own the rights with artist 

and seek legal protection of licensing rights.  

Product quality control – since all products are being sourced from 

suppliers who have factories based in China, it may be difficult to 

confirm the quality of products. The sales team will be in charge of 

monitoring the manufacturing quality and products which do not meet the 

standard will be declined, such clause will be included in contracts with 

suppliers.  

Failure to acquire top designers – a high budget has been set aside 

for designers, it will only take time and patience to match the artist with 

the right designer in order to come up with appealing merchandise. The 

marketing personnel will be in charge of sorting out new designers 

constantly. 

 

 




