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Foreword

ndulging in a wide spectrum of ideas, beliefs, and perspectives is a
critical cornerstone of democracy. After all, it is often debates over
differences of opinion, such as whether to legalize abortion, how
to treat prisoners, or when to enact the death penalty, that shape our
society and drive it forward. Such diversity of thought is frequently
regarded as the hallmark of a healthy and civilized culture. As the
Reverend Clifford Schutjer of the First Congregational Church in
Mansfield, Ohio, declared in a 2001 sermon, “Surrounding oneself
with only like-minded people, restricting what we listen to or read
only to what we find agreeable is irresponsible. Refusing to entertain
doubts once we make up our minds is a subtle but deadly form of arro-
gance.” With this advice in mind, Introducing Issues with Opposing
Viewpoints books aim to open readers’ minds to the critically diver-
gent views that comprise our world’s most important debates.
Introducing Issues with Opposing Viewpoints simplifies for students
the enormous and often overwhelming mass of material now available
via print and electronic media. Collected in every volume is an array of
opinions that captures the essence of a particular controversy or topic.
Introducing Issues with Opposing Viewpoints books embody the spirit
of nineteenth-century journalist Charles A. Dana’s axiom: “Fight for
your opinions, but do not believe that they contain the whole truth, or
the only truth.” Absorbing such contrasting opinions teaches students
to analyze the strength of an argument and compare it to its opposition.
From this process readers can inform and strengthen their own opin-
ions, or be exposed to new information that will change their minds.
Introducing Issues with Opposing Viewpoints is a mosaic of different
voices. The authors are statesmen, pundits, academics, journalists, cor-
porations, and ordinary people who have felt compelled to share their
experiences and ideas in a public forum. Their words have been collected
from newspapers, journals, books, speeches, interviews, and the Internet,
the fastest growing body of opinionated material in the world.
Introducing Issues with Opposing Viewpoints shares many of the
well-known features of its critically acclaimed parent series, Opposing
Viewpoints. The articles are presented in a pro/con format, allowing read-
ers to absorb divergent perspectives side by side. Active reading questions
preface each viewpoint, requiring the student to approach the material
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thoughtfully and carefully. Useful charts, graphs, and cartoons supplement
each article. A thorough introduction provides readers with crucial back-
ground on an issue. An annotated bibliography points the reader toward
articles, books, and Web sites that contain additional information on the
topic. An appendix of organizations to contact contains a wide variety of
charities, nonprofit organizations, political groups, and private enterprises
that each hold a position on the issue at hand. Finally, a comprehensive
index allows readers to locate content quickly and efficiently.

Introducing Issues with Opposing Viewpoints is also significantly
different from Opposing Viewpoints. As the series title implies, its pre-
sentation will help introduce students to the concept of opposing view-
points and learn to use this material to aid in critical writing and debate.
The series’ four-color, accessible format makes the books attractive and
inviting to readers of all levels. In addition, each viewpoint has been
carefully edited to maximize a reader’s understanding of the content.
Short but thorough viewpoints capture the essence of an argument. A
substantial, thought-provoking essay question placed at the end of each
viewpoint asks the student to further investigate the issues raised in the
viewpoint, compare and contrast two authors’ arguments, or consider
how one might go about forming an opinion on the topic at hand. Each
viewpoint contains sidebars that include at-a-glance information and
handy statistics. A Facts About section located in the back of the book
further supplies students with relevant facts and figures.

Following in the tradition of the Opposing Viewpoints series,
Greenhaven Press continues to provide readers with invaluable exposure
to the controversial issues that shape our world. As John Stuart Mill once
wrote: “The only way in which a human being can make some approach
to knowing the whole of a subject is by hearing what can be said about it
by persons of every variety of opinion and studying all modes in which it
can be looked at by every character of mind. No wise man ever acquired
his wisdom in any mode but this.” It is to this principle that Introducing
Issues with Opposing Viewpoints books are dedicated.

The Music Industry



Introduction

“All our business practices need to change.”

—An unnamed record company CEO,

quoted in U.S. News & World Report

tuous time for the music industry. A rash of technological

developments, including file sharing, satellite radio, and
social networks, are irrevocably changing the face of the industry.
The industry is struggling with what its role in the future will be—or
even if it will continue to exist at all.

Such upheaval is new for the industry, which had enjoyed a largely
trouble-free existence for over a hundred years. Since the late 1800s,
when the general public started buying recorded music for entertain-
ment, the music industry has been there to provide it—and profit
from it. The last half of the twentieth century was the heyday for the
record industry. Youth culture exploded, and with it came massive
record sales, huge concert tours, and plenty of money to be made.
Consumers spent enough money on music to fund a slew of high-
paying music-related jobs, including those for producers, recording
studio engineers, entertainment lawyers, album art designers, and
publicists.

Now the entire music industry is in a flux. Technology has changed
how music is delivered, how people listen to it, and how it is pro-
moted. One huge factor has been the advent of digital downloading.
In one way this could be a boon for record companies—after all, more
digital downloads means less of the manufacturing costs associated
with producing CDs. But record companies seem lummoxed by not
having a physical product to sell and have not yet found a satisfactory
new business model. Record companies have been slow to respond
to the new business realities and have not yet taken a leadership role
in developing and using new technologies.

Illegal downloading is a challenging issue as well. File sharing and
P2P (peer-to-peer) technology has made it easier than ever for people

T he first decade of the twenty-first century has been a tumul-
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to find and trade music without ever paying anyone. It is not just
record companies that are concerned—many artists and other workers
in the music industry are worried about illegal downloading because it
affects their bottom line as well. The music industry is responding to
illegal downloading in various ways. Record companies are focusing
most of their efforts on fighting illegal downloading through lawsuits
and public information campaigns. But the band Radiohead tried
another tactic and offered downloads of their record /% Rainbows in
a pay-what-you-want model. Other bands are offering their music
online for free in hopes that they will stir up enough interest to make
money through touring and sales of promotional items.

The big question is whether, with so much music available for
free, music will become so devalued that people will not pay for it.
So far, the answer has been no. Although free illegal downloads are
readily available, there is still a huge population of people willing to
pay for music downloads when doing so is easy and relatively inex-
pensive. The huge success of Apple’s iTunes is an indication of that.
According to Wired, iTunes has sold more than 7 billion songs and
approximately 70 percent of all digital music sold worldwide.

Social networking sites like MySpace and video sites like YouTube
have changed the way consumers discover music and how bands pro-
mote themselves. Just ten years ago the only ways for bands to get
wide attention were through constant touring, a record company deal,
or securing broad, positive media coverage. Now, with a few dollars
and a camera, a band can put a video on YouTube and, within days,
have a worldwide viral hit. Social networking sites can also help bands
who play obscure or specialized kinds of music to connect with like-
minded potential fans quickly and easily. And instead of needing to
hire a publicist to send press releases to radio stations and newspapers,
bands can make their own promotional materials and have them
online and available to a nationwide audience in a rapid time frame.

Radio has also undergone radical changes. Listeners not only have
AM and FM to choose from, but also satellite radio, Internet radio,
and online Web sites like Pandora that offer customized radio stations
based on a listener’s individual musical taste. These developments
change the way music is promoted to listeners. In the past if certain
influential radio stations played a song enough times, it would gener-
ally become popular. In the 1950s payola (paying a radio station to

The Music Industry



play a certain song) was scandalous not only because it was illegal,
but because it worked. Now payola probably would not have the
same effect. There are so many stations that a single one no longer
wields the same power. The Top 40 stations of an earlier time are
being replaced by increasingly specialized stations. XM Satellite Radio
for example, does not have just one rock radio station, but sixteen,
including one devoted entirely to the music of Led Zeppelin.

All of these changes make for an unpredictable future for the music
industry. In Introducing Issues with Opposing Viewpoints: The Music
Industry, the authors offer their views on the big issues facing the
industry today, including illegal downloading, whether or not social
networking sites should pay royalties, and whether or not CDs are
dead. The way in which these debates are eventually resolved will
transform the music industry and shape its future for companies,
artists, and consumers.

Introduction
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Music Industry?

The music industry
has gone through some
changes in recent years,
but fans still pack big

venues to see their

[favorite musicians.




Viewpoint

|

“In an age
when music
is widely
available, the
traditional
model for

a record

label doesn’t
work.”

Record Labels
Are Becoming
Irrelevant

Ian Bezek

In the following essay Ian Bezek criticizes
record labels for not adjusting to new trends
in how people obtain and listen to music.
He cites cases in which labels have sued
users of music downloading sites and pulled
popular videos from YouTube. Such tactics
are not only ineffectual, the author argues,
but they also create a bad relationship
between the label and the customer. Bezek
suggests that record companies would be
better off selling music cheaply or even giv-
ing it away and earning revenue from live
shows and merchandise sales. Bezek wrote
this article while studying economics at
Colorado State University.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. What does the author describe as “revolutionary new develop-

ments in music’?

2. According to the author, in what way did record labels treat
customers poorly when CDs were introduced?

3. The author suggests that record companies sell “the experience”
of music. How does he propose that they do that?

Tan Bezek, “With Falling CD Sales, Record Labels Need to Move On,” The Rocky Mountain Collegian,
April 28, 2008. © 2008 Rocky Mountain Collegian. Reproduced by permission.

How Healthy Is the Music Industry?
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merican record labels seem to think we’re still living in the
A 1970s. Instead of modernizing with our new technology, they
have remained fixed in their stale old business plan.

Despite revolutionary new developments in music such as the
Internet and iPods, record labels insist on selling music by the album,
gouging a listener for $15 to buy a CD with only two or three good
songs.

The labels have a long history of treating their customers poorly.
After the switch from vinyl to compact discs, the labels jacked up the
price of music despite the fact that CDs were far cheaper to manu-
facture.

The music industry has shown even poorer judgment recently,
though. Their decision to sue users of Napster and its descendants
was entirely misguided. Their protection schemes on music that is
legitimately purchased from places like iTunes also make no sense.

People Use New Ways to Discover Music

In an age when music is widely available, the traditional model for
a record label doesn’t work. Record labels traditionally would bribe
radio stations to play their new songs and then promote their albums
on the basis of those radio hits.

I don’t know about you, but I don’t rely on the radio to find new
music anymore. Much of today’s good music is found far beyond the
narrow walls of traditional com-
mercial radio, yet record labels
attack the other outlets of finding
new music.

For example, when Linkin
Universal, Warner, EMI, Park came out with a new sin-
and SonyBMG—represent gle last year, their record label,
over 75 percent of the Warner Music, repeatedly forced
music sold. YouTube to take down the music
video for it. Warner should have
considered themselves blessed
that people were eager to watch their band perform; instead they
limited the spread of a new song and angered fans.

The future of music is not going to be found in selling CDs that
cost a dime each to produce at exorbitant prices.

FasT FACT

Just four record labels—

12 The Music Industry
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A teenager listens to music on her iPod. The Internet for music downloads and the iPod are

-

making traditional record labels obsolete, says the author.

The record labels can try to stop this if they want—Sony attached
a virus to many of their CDs last year that infected their customers’
computers, including mine. Despite becoming angry with them, I
was not deterred from making digital copies of my music to various
portable devices I own.

How Healthy Is the Music Industry? 13



Increase in UK Record Label Revenues from Sources

Other than Direct Music Sales, 2007

60%

50%

40%

30%

20%

10% >

14.8%
0

Use of Music in Broadcast and Monies from New Digital Business
Advertising, Films, Public Performance Merchandising Such as On-Demand
Games, and Other  Licensing and Touring Web and Mobile
Media Streaming

14

Taken from: Mark Hefflinger, “Report: Label Revenue Outside Direct Music Sales Up 14%,"
Digital Media Wire, July 1, 2008.

Sell “the Experience” of Music

Music is all about the experience, and if the popularity of bands on
MySpace shows anything, music is as popular as it has ever been. The
record labels need to promote the experience, via tours and merchan-
dise, rather than the sale of CDs we don’t want.

Just last week, I paid $35 to see some bands I like down in Denver,
and purchased an overpriced band shirt as well. I was willing to do
this because I went for the experience of seeing the bands.

[t is very easy to get music for free or almost free off the Internet or
from sharing discs with a friend. On the other hand, it is impossible
to download the experience of seeing a live concert.

The Music Industry



Record labels should be selling music very cheaply, or even giving
it away, to promote their artists. As Chris Anderson describes in his
book “The Long Tail,” Reprise Records, for instance, allowed songs
from an upcoming My Chemical Romance album to be freely leaked
around the Internet.

Much to their surprise, a song that they had low expectations for
became highly popular across the illegal download sites. Reprise trust-
ed the fans and promoted that song, “Helena,” which became a smash
hit propelling the band to super stardom. Since then My Chemical
Romance has generated vast income from its concerts.

CD sales have fallen off a cliff. It’s time for the music industry to
boldly break with the past, stop angering its customers, and promote
the experience of music—which unlike albums—cannot be pirated.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author uses a lot of short, sometimes personal anec-
dotes to further his argument. Is this an effective tech-

nique? How do you think a college student might respond
to this essay? Do you think an adult would have a different
response?

How Healthy Is the Music Industry?
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Viewpoint

P

“Most acts
still need a
big machine

behind them,
which for
now means

the labels.”

Record Labels

Are More

Necessary than
Ever

Paul Sloan

In the following article author Paul Sloan
argues that in today’s music market, record
labels are still a necessity. To make his case,
he follows the release of Matchbox Twenty’s
album Exile on Mainstream. He contacted
the band’s label, Atlantic Records, and
found that the company was armed with
a forty-one-page marketing plan dedicated
to promoting the band. Such marketing
expertise facilitates extra publicity for the
band, including TV appearances and spe-
cial deals with iTunes, YouTube, and VH1
.com. Even though the music industry has
changed, Sloan argues, bands still need that
kind of large-scale publicity machine behind
them to break through the clutter. Sloan is a
senior writer for Fortune magazine.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. Due to the record company’s various marketing plans, what
were some of the many versions of Matchbox Twenty’s album

made available?

Paul Sloan, “Why Record Labels Matter More than Ever,” Fortune, November 5, 2007. Copyright © 2007
Cable News Network LP, LLLP. A Time Warner Company. Reproduced by permission.

The Music Industry



2. Name three promotional techniques Atlantic Records used to
promote Matchbox Twenty’s record Exile on Mainstream.

3. The Internet helps bands get music out more easily, but,
according to the author, there is a drawback. What is it?

ortune)—In the music business, promotion is paramount—
( F and that’s why the bracelets are such a great idea.
Warner Music (Charts) and AT&T (Charts, Fortune
500) Mobility threw a swank, invite-only bash at a San Francisco
nightspot recently, featuring a concert by the multi-platinum band
Matchbox Twenty. Attendees received a black rubber bracelet that
doubles as a USB device. Plug it in your computer and, voila, you get
the band’s latest album, Exile on Mainstream, plus a video and other
digital goodies. Pretty cool.
The bracelet itself, which includes 17 songs, plus video interviews and
a digital booklet with album art, is now on sale for about $35 at Best
Buy (Charts, Fortune 500) and other stores. It isn’t about to resurrect
the ailing music industry. But it does show the efforts that the labels
are undertaking to get music out in this entirely disruptive digital age.
I’s easy to think that these days musicians can go it alone, and the
evidence seems ample. British rockers Radiohead recently eschewed
the major labels and released their latest album, /n Rainbows, on
its Website, letting fans pay what they want to download it. Trent
Reznor of Nine Inch Nails said he would follow suit. And Madonna
just jumped from Warner Music after snagging a lucrative deal with
Live Nation, a company that puts on concerts.

Big Week Ahead for the Giants of Media
So who needs the labels? Well, major acts like Matchbox Twenty, for
starters; and, for that matter, most any band that aspires to such heights.
Matchbox Twenty, which is fronted by Rob Thomas, has been
with Warner Music Group’s Atlantic Records for ten years. The
band gets tons of radio play and has sold some 28 million albums.
When I asked Livia Tortella, Atlantic’s general manager and execu-
tive vice president of marketing and creative media, how her team

How Healthy Is the Music Industry?
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Forecast of Compact Discs Versus Digital

Recorded Music Sales, 2006

Millions of U.S. Dollars
$40,000 E—————— :

so | P —
2004 2005 2006 2007 2008 2009 2010

BPhysical CDs 5 Digital (Mobile and Broadband)

Taken from: Anton Shilov, “Digital Music Market to Reach $14.9 Billion by 2010,"
Xbit Laboratories, November 24, 2006.

is promoting Exile on Mainstream, she shot over a 41-page, “phase
I” marketing plan.

It’s packed with info that would have been found on such a plan
a decade ago—dates on Jay Leno and elsewhere, scheduled radio
interviews and so on—but it also sheds light on the complexity of
today’s chaotic marketplace.

Consider how Atlantic released the album—rather, all 11 versions
of it, if you include the bracelet. Fans who pre-ordered the entire

18 The Music Industry



album on Apple’s (Charts, Fortune 500) iTunes got the single,
“How Far We've Come,” at the time of purchase, plus a bonus
track. There were bundled offerings on iTunes that included extra
songs if you chose the non a la carte option. Wal-Mart (Charts,
Fortune 500) shoppers got exclusive video. A deal with Viacom’s
(Charts, Fortune 500) VH1.com gave that channel an exclusive
stream of the album a week prior to the in-store release date. And
this is just a sampling.

Atlantic also landed a featured spot for the band’s video on
Google’s (Charts, Fortune 500) YouTube, and it premiered some
content on News Corp’s (Charts, Fortune 500) MySpace. Then
there are mobile deals, such as the one with AT&T Mobility, where
customers had access to exclusive live audio and streaming video
as part of the launch of its over-the-air download store. Matchbox
Twenty was featured on the screen that mobile users first see when
hunting for music.

Madonna Picks Live Nation over Warner Bros.

“That is as exciting as getting an MTV spin,” says Tortella. And
when Matchbox Twenty has news it wants to get out—an upcoming
TV appearance, for example—the
label blasts text messages to fans.
“The scope of what we’re doing is
so much more diverse than it was

FasT FACT

even two years ago,” says Tortella. It is difficult to determine
“There are a lot of people touch- exactly how many record
ing this act, and we’re hitting fans labels there are, but esti-

on all fronts.” mates range from twenty-
five hundred to thirty-eight

Viewed this way, the opportu- et

nities for artists bigger and better
than ever before. Yet for as much
as the Internet helps bands get
music out, in some ways it also makes it harder to get noticed—at least
on a grand scale. That’s why most acts still need a big machine behind
them, which for now means the labels.

“How else do you break through all the noise?” says Donald
Passman, author of “All You Need to Know About the Music

How Healthy Is the Music Industry?
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Established bands like Matchbox Twenty, above, are marketing their music through the
Internet and concerts but still need their record company’s marketing power, argues this

viewpoint’s author.

Business,” and Radiohead’s attorney. Even Radiohead, held out in
the press as the rebels of the industry, is negotiating to once again
sign with a label.

Of course, the trick for the labels is to figure out how to make
more money off this ever-more laborious process of distributing and
marketing bands. CD sales, still the bulk of the business for now,
continue to slide, and no one has figured out how to replace that
once-lucrative cash machine.

This is no easy task, and the transition is proving painful for inves-
tors. Warner Music Group’s stock, for example, is trading around $9,
down from about $25 just six months ago.

The Music Industry



But for music lovers, the digital age is proving anything but pain-
ful. Who, after all, would want to return to a world with only CDs?
I, for one, am hoping for more USB bracelets.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author leads with an anecdote about Matchbox
Twenty and then extends it by examining the band’s career

from a wider angle, including interviews with industry fig-
ures. How do you think this technique compares with the
one used in the previous viewpoint, which relied heavily
on personal observations?

How Healthy Is the Music Industry? 21



Viewpoint The CD IS
3 Dead

Aidin Vaziri

“Suddenly

tbe thougbt history, argues Aidin Vaziri in the follow-

The time has come for CDs to fade into

ing article. Vaziri starts with a brief litany

Of owning of complaints about CDs, including their
an awkward penchant for skipping and their non-

ergonomic jewel cases. According to the

P 01.), carbonate author, when there is such a plethora of
P lastic-coated  °ther cheaperand easier methods of listen-

ing to music, there is no reason to cling to

disc that outmoded CDs. To further his point, he
lists ten alternatives to the rapidly disap-
hOldS only an pearing discs, including seeing live music

hour oftunes and listening to online radio and MP3
blogs. Vaziri is pop music critic for the San

by ] ust one Francisco Chronicle.
artist seems

positively
prebistoric.”

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. The author recommends three online radio stations. What are
they?
2. What technology, according to the author, is reportedly respon-
sible for one-third of the Web’s traffic?
3. Most of the author’s suggestions for a CD-free existence involve
new technology. Name one that uses old technology.

Aidin Vaziri, “R.I.P. CDs,” San Francisco Chronicle, November 28, 2005. © 2008 Hearst Communications Inc.
Reproduced by permission.
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mirror ornaments. Now that we know they are also potential-

ly poisonous to personal computers, thanks to Sony BMG’s
rogue copy-protection technology [some copy-protection software
on Sony discs allowed easy access for virus writers], there’s really no
reason to buy another compact disc ever again.

With sleek iPods rapidly becoming the hi-fi system of choice, sat-
ellite radio offering hundreds of specialty stations, and the Internet
overflowing with all kinds of free and cheap legal digital music, sud-
denly the thought of owning an awkward polycarbonate plastic-coated
disc that holds only an hour of tunes by just one artist seems positively
prehistoric—even if it comes with a hastily produced “bonus” DVD.

It’s clearly time to move on. Think about it: No more nails-on-
chalkboard-style skipping. No more secret tracks that scare the stuft-
ing out of you 15 minutes after you think an album has stopped
playing. No more fumbling around with those impossible-to-unwrap
jewel cases. It was fun while it lasted. The music industry has declared
war on its customers. Now it’s time to fight back. Below we explain
the 10 best ways to get the most out of the next musical revolution.

They’re overpriced, ugly and don’t even make good rearview

Beyond CDs

1. MP3 blogs: The Internet isn’t just a great place to find amateur porn
and clips of fat kids acting out scenes from “The Phantom Menace.”
It’s actually an incredible resource for discovering new music and
the best sites to do that at the moment are MP3 blogs such as The
Hype Machine (hype.non-standard.net) and Largehearted Boy (blog.
largeheartedboy.com), which offer daily, no-nonsense links to free
music available online. Meanwhile, personal blogs such as Stereogum
(www.stereogum.com), Sixeyes (sixeyes.blogspot.com) and Said the
Gramophone (www.saidthegramophone.com) hand out iPod-friendly
tunes along with smartly written previews. For those with a couple of
hours, weeks or months to kill, a staggering list of MP3 blogs is avail-
able at the Tofu Hut (tofuhut.blogspot.com).

2. Online radio: While terrestrial radio stations choke on corpo-
rate policies, automated playlists and buzz-killing commercial breaks,
online radio stations are becoming a safe haven for anyone who just
wants to hear some good music. One of the best is Los Angeles—based
public radio station KCRW (www.kcrw.com). Its daily “Morning

How Healthy Is the Music Industry?
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Becomes Eclectic” program, hosted by Nic Harcourt, never ceases to
amaze, mixing everything from indie rock and world beat to classical
and jazz. Where else can you hear the Arctic Monkeys, Johnny Cash
and Bebel Gilberto back to back? Another great station, Cincinnati’s
WOXY FM (www.woxy.com),
set up shop on the Internet after
it was bumped off the air. Now
F AST F ACT it reaches a worldwide audience
with an adventurous mix of alter-

° : native rock. San Francisco’s con-
physical CD is $15.98. The o . .
average cost for a down- trlb}mon to the online radio mar-
loaded album is $10.00. ket is SOMA FM (www.somafm.
com), a listener-supported portal
providing eight channels of most-
ly electronic-based music.

3. Digital music services.: Owning music is so last century. With every-
one bent on cutting the clutter, it makes sense to sign up with a digital
music service that puts a head-spinning, commitment-free music library
at your disposal. Rhapsody (www.rhapsody.com) and Napster (www
.napster.com)—formerly an illegal peer-to-peer service—are the big
ones, giving subscribers more than a million songs to choose from
and providing interactive radio for those who just can’t decide what
they want to hear. They both tend to lean heavily toward more
mainstream releases, but neither allows much room for the kind of
boredom that sets in after listening to your Billy Idol greatest hits
CD for the 789th time.

4. MySpace music: MySpace.com is an enormous online social
networking site that was recently purchased by Rupert Murdoch’s
News Corp. for $580 million. It counts more than 37 million mem-
bers, most of them falling into the coveted teen demographic. So it
only makes sense that the place is simply bursting with music. Both
upcoming acts and major labels use it as a way to reach new audi-
ences, with artists like Nine Inch Nails, Madonna, Black Eyed Peas,
Neil Diamond and R.E.M. even going so far as to put up exclusive
previews of their albums before they hit the streets. For the more
adventurous, there are more than 55,000 unsigned bands of varying
quality, just begging for anyone to listen. You have to figure any-
thing’s got to be better than the new Scott Stapp album.

The average cost for a
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5. Satellite radio: Howard Stern is moving to Sirius (www.sirius
.com). Mercedes-Benz plans to make the satellite radio service a
standard feature in its luxury sedans. Snoop Dogg appears in TV
spots for XM (www.xmradio.com), while the company has wired
JetBlue planes with more than 100 channels of its programming,.
We don’t know much about the stock market, but it seems like a

New music technologies like the iPod, the Internet, and satellite radio have made the venerable
CD a thing of the past, says the author.
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good idea to invest both money and time in what has to be one of
the fastest growing entertainment services in the world. Offering
more variety than even a 60-gig iPod and more unpredictability
than the wildest shuffle imaginable, these subscription-based ser-
vices are simply a must-have for anyone with a daily commute of
more than five minutes.

6. iTunes Music Store: This is the obvious one. Despite restric-
tive file formats that allow only a limited number of transfers for
purchased MP3s, there’s a good reason why it is the most popular
download service by a mile. With simple across-the-board pricing and
lots of exclusive content, the Apple Music Store is the example nearly
every new music service will follow from here on out.

7. Hit the clubs. The best way to experience music, of course, is
to ditch the fancy gadgets and go straight to the source. In the Bay
Area, we’re fortunate to have an abundance of excellent live music
venues that cater to nearly every whim. Whether it’s the Lovemakers
at the Fillmore, Armand Van Helden at 1015 Folsom or Zion I at the
Independent, there’s enough going on on any given night to prevent
anyone from missing those old CDs.

8. BitTorrent. People used to exchange live Grateful Dead and
Bob Dylan bootlegs on crummy tapes by secking out fellow trad-
ers through cheaply produced fanzines that came out once every
four years. Now they just point-and-click toward the legally nebu-
lous BitTorrent (www.bittorrent.com), a computer program that
allows users to share huge files over the Internet. The exchange of
torrents, which can contain anything from music and software to
the latest “Star Wars” movie six hours before its official release, is
said to be responsible for one-third of the Web’s traffic. The entire
recording of Dave Matthews Band “Live at Golden Gate Park”
on crystal-clear digital audio? No problem. The latest Coldplay
concert video that Chris Martin hasn’t even seen yet? There it is.
The Strokes’ latest album four months before it hits stores? Better
call your attorney.

9. Amazon.com free music downloads. To entice people to buy new
music, Amazon has an incredible free music downloads page loaded
with MP3s from new and old releases spanning practically every genre
imaginable. There is so much good stuff available from the likes of
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Trends in Music Media Purchases

the Arcade Fire, Alison Krauss and Beck, you might be forgiven for
never getting around to actually purchasing anything.

10. Rock it old school: Let’s be honest, somehow R.E.M. never
sounded better than when it was blaring out of the college dorm
room boom box with all that tape hiss in the background. Led
Zeppelin’s “Black Dog” doesn’t make nearly as much sense as digital
ones-and-zeros as it does on a slab of dusty, crackling vinyl. And
the 7-inch single of Blondie’s “Dreaming” still sends shivers down
the spine.

All the classic albums made before the CD revolution hit in
1982—some might argue the only albums anyone really needs—are
abundantly available in vinyl form, most for less than the price of
one lousy Black Eyed Peas song on iTunes. Try garage sales, street
corners, the bottom shelves at [California-based independent music
store] Amoeba, or, better yet, buy up entire lots of records and tapes
on eBay. Fortunately, there’s a booming market for retro-themed

How Healthy Is the Music Industry?

27




28

record players in stores like Restoration Hardware and Target, while
once sleek Walkman cassette players are practically spilling off the
electronics shelves and into the bric-a-brac aisles at Goodwill stores
everywhere. Going back to basics has never made more sense.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author does not spend much space arguing that CDs
are becoming extinct and instead focuses on options
beyond CDs. In what way might this make for a stronger

case than if he had spent several paragraphs outlining
more reasons why CDs were no longer viable?
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Viewpoint The CD IS
4 Still Viable

Daniel Gross

In the following viewpoint author Daniel
Gross reacts to the many articles that have
been written saying that the CD is dead. He
argues that, although it is true CD sales are
declining, there are still a lot of CDs being
sold and notes that CDs are the main way
people buy music. The successful CD sell-

“The CD is ers of the future will be businesses that can
figure out the right way to market CDs. He

dead! Exceth uses Amazon as an example of a business

it’s not.” selling CDs the right way, pointing out that
their low prices and central warechouses help
keep customers happy and costs low. Gross
is the “Moneybox” columnist for Slate and
the business columnist for Newsweck.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. How much does Gross say CD sales were down in the first
quarter of 2007?
2. What portion of all music sold is in the form of CDs, according
to the author?
3. What other industry does the author compare music retailers
and manufacturers to?

Daniel Gross, “The CD Is Dead! Long Live the CD!” Slate, March 27, 2007. © Washington Post. Newsweek
Interactive Co., LLC.
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ozart wrote only one Requiem, but in recent years, music
l \ / I journalists have written about 80 requiems for the com-
pact disc, mostly in the key of boo-hoo major. Data from
the Recording Industry Association of America show that between
2000 and 2005, the number of CDs shipped fell 25 percent to
705.4 million, while their value slipped 20 percent, from $13.2
billion to $10.5 billion. During the first six months of 2006, CD
sales dropped 14 percent more. And as Ethan Smith wrote in the
Wall Street Journal last week [March 2007], CD sales are down
another 20 percent in the first quarter of 2007. On Monday, Jeff
Leeds, writing in the New York Times, penned an obituary for the
CD, which has been driven into oblivion by consumers’ prefer-
ence for digital singles over albums. Last year [2006], hundreds of
music stores closed, among them the 89 outlets of the greatly missed
Tower Records.

Conclusion: The CD is dead!

Not Dead Yet
Except, it’s not. Last Sunday, Paul de Barros of the Seattle Times chron-
icled the growth of Silver Platters, a local chain of CD stores that just
took over an old Tower Records space. Meanwhile, savvy new-era busi-
nesses are jumping into the CD business. The same day Smith’s piece
appeared in the Journal, Starbucks
announced its record label would
FAST FACT issue its first CD this summer,
from Paul McCartney. Earlier this
Some of the reasons people month, Amazon launched a clas-
list for purchasing CDs sical music retail outlet, capitaliz-
include: getting the physi- ing on the genre’s impressive 2006
cal CD, cover art, and case; comeback, which was driven by

ting t t th .
K:: dl'nagn; fil:eil)iz;rtha tethe massive CD sales from the unholy

music is less likely to get trinity of cheesy, nonclassical clas-
lost or deleted on a CD. sical artists: Andrea Bocelli, Josh
Groban, and Il Divo.

Clearly, it’s trickier than ever to
make, market, and sell CDs. It’s an industry in crisis. But CDs are
still a significant business. All the kids, and many adults, have iPods.
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A Gradual Decline in CD Sales

This chart shows manufacturers’ unit
shipments and retail dollar value of CDs
(in millions, net, after returns).

Units Dollar

Shipped Value

1998 847.0 $11,416.0
2000 942.5 $13,214.5
2002 803.3 $12,044.1
w00 7as0 1126880
2004 767.0 $11,446.5
2006 619.7 $9,372.6

Taken from: RIAA. www.riaa.com/keystatistics.php, 2008.

But plenty of baby boomers still buy the shiny discs; CDs account
for three-quarters of all music sold.

What we are witnessing is not so much the imminent death of CDs
but the death of the old methods of selling CDs. It’s still possible to
make money in the CD business—any business with more than $7
billion in retail sales should allow someone, somewhere, to make a
profit. The incumbents are getting killed, but upstarts are thriving,
using different methods.

Legacy music retailers and manufacturers now face many of the
same difficulties as American auto companies. They built a business
infrastructure—national chains, huge outlets in high-profile locations,
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Large music retailers have had a difficult time in the CD retail business because file sharing
and i Tunes make purchasing music cheaper.

layers of management—predicated on selling massive and growing
quantities of CDs for $15.99 and up. Like the American automakers,
they found that new competition—from iT'unes, file-sharing, and online
retailers—severely cut into their margins, their market share, and their
pricing power. In such an environment, companies with significant
capital invested in stores and substantial overhead costs get destroyed.
And as they fall, they do so loudly, inspiring widespread pessimism.

New Ways of Doing Business

Yet the new rules open opportunities for upstarts who approach the
business of making and marketing CDs in a fundamentally different
way. Unlike fallen chains such as Tower, boutiques such as Silver
Platters and Rasputin in San Francisco don’t spend on expensive
national advertising. They’re more like art-house theaters. Since they
cater more to music aficionados than to the masses who used to flood
into HMV for the latest Mariah Carey CD, the demise of the block-
buster CD doesn’t put a crimp in their sales.
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In the age of file-sharing and iTunes, people simply aren’t willing
to pay $16 for a collection of songs they may not want. That proved
to be fatal for Tower Records. But for Amazon.com, such price pres-
sure doesn’t really matter. The company has built up a commercial
infrastructure that enables it to sell and deliver all sorts of cheap
objects, from books to toys. Blogger Barry Ritholtz noted in January
that most of the top-selling CDs at Amazon.com sell for less than $10.
For Amazon, which already has huge investments in warehouses, soft-
ware, and its Web site, carving out some extra space for classical CDs
doesn’t require a huge incremental investment. What’s more, since
its inception, the store has been designed to run on very low margins.

In the case of Starbucks, the economics of selling CDs are even
more compelling. With its 14,000-odd outlets, the company already
has a massive, highly profitable retail channel that generates immense
foot traffic daily. Each store is conveniently outfitted with counters,
which are ideal for stocking a variety of noncoffee products that have
mass appeal: chocolates, books, and CDs. Both Barnes & Noble and
Borders may be having a difficult time making money selling wide
selections of books in huge retail spaces. But when Starbucks decides
to stock a single book, say Mitch Albom’s For One More Day or
Ishmael Beah’s A Long Way Gone, it can easily turn a profit on every
sale. Starbucks found the same sort of success with the Ray Charles
album Genius Loves Company in 2004. Starbucks has also invested in
building its Hear Music concept, where customers can buy coffee,
buy CDs, or download music, into a small chain.

Is the CD dying as a commercial product? Sure. But it’s got a lot
of dying left to do. And in the meantime, there’s still money to be
made selling discs loaded with the music of Josh Groban, Alban Berg,
and Rod Stewart.

EVALUATING THE AUTHOR’S
ARGUMENTS:

What are the most convincing arguments the author
makes to show that CDs are not a dead format?
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“This text has been suppressed

Viewpoint

5

due to author restrictions”

34

Big Box Stores
Are Changing
Consumer
Tastes

Ethan Smith

In the following article Ethan Smith notes
the ways that big box stores—that is, large
general merchandising chains like Wal-
Mart, Target, and Best Buy—are changing
the kinds of music that are available to con-
sumers. Unlike a specialty record store that
seeks to provide a wide variety of choices to
music buyers, big box stores offer customers
only the most popular albums. This practice
makes it more difficult for more specialty
genres to get shelf space, and even a peren-
nially popular band like The Beatles may
only have one or two records on the shelf.
Furthermore, some retailers demand clean
versions of albums, in which all material
they deem to be offensive is deleted or cen-
sored. Smith writes about the music indus-
try for the Wall Street Journal.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. Why is Green Day’s album American Idiot not sold in Wal-

Mart stores?

Ethan Smith, “Can Music Survive Inside the Big Box?” The Wall Street Journal, April 27, 2007. Reprinted
with permission of The Wall Street Journal.
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2. According to the article, how many CD titles does a typical Best
Buy stock?

3. Name three types of music that have trouble getting shelf space
in a big box store, according to the author.

“This text has been suppressed
due to author restrictions”
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“This text has been suppressed
due to author restrictions™

FasT FACT

Wal-Mart requested
that figures of Jesus and

the devil flanking John
Mellencamp on the cover of
his new record, Mr. Happy-
Go-Lucky, be airbrushed
out. Mellencamp complied.

“This text has been suppressed
due to author restrictions”
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Big box stores like Wal-Mart offer only the most popular-selling CDs, which matkes it
difficult for new and specialty bands to get shelf space and thus increased sales.

“This text has been suppressed

]

due to author restrictions’
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The Top Ten Music Retailers

o,
Sl iTunes 19%

Amazon 6%

Taken from: The NPD Group, "NPD Music Watch Survey,” February 2008.

“This text has been suppressed
due to author restrictions”
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“This text has been suppressed
due to author restrictions”

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author uses many statistics throughout his article. Do
you think this is an effective technique? Why or why not?
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Viewpoint

6

“There will

always be
those that

. . . prefer
the punk
rock ethos of
a Newbury
Comics to the
Deep South
values of
Wal-Mart.”

Big Box
Retailers and
Record Store
Chains Are Not
Crushing Indie
Stores

Michael C. Moynihan

In the following article Michael C. Moynihan
argues that, contrary to popular belief, big
record chains are not crushing independent
record stores. To make his point, he tells the
story of a quirky Boston record store called
Newbury Comics. Although the store was
threatened by incoming retail giants like
Tower Records and a Virgin Megastore,
Newbury Comics has continued to thrive.
Moynihan details several reasons for
Newbury’s success. For example, although
the big stores can offer low prices and a
huge selection, the small size of Newbury
has made it easier for the owners to react to
changes in the market and to cater to their
customers’ needs. Moynihan is an associate
editor of Reason, a political journal that cov-
ers libertarian issues.

Michael C. Moynihan, “Big Box Panic,” Reason, January 2008. Reproduced by permission.
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AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:

1. According to the author, for what reasons did industry experts
predict that independent music stores would “feel the pinch” of
big box retailers?

2. Name three of the ideas that Moynihan explains Newbury
Comics borrowed from the big box model.

3. What two things does the author describe as being “the
Achilles’” heel” of big box retailers?

in Boston sits one of the famed architect Frank Gehry’s least

inspired creations. “360 Newbury” is a big box of a building—
appropriate considering that its first three floors have long housed big-box
record stores—famous only as Gehry’s sole multi-tenant office building
in the U.S. But for the third time in 10 years, its retail space sits vacant.
Its last tenant, the British-owned music giant Virgin Megastore, broke
its lease in 20006 after four unprofitable years hawking CDs and DVDs
to local college students. A company spokesman promised “to seek an
alternative location in Boston.” It has yet to do so.

Virgin snapped up the space in 2002, when the failing music
retailer Tower Records vacated the building ahead of its long, pro-
tracted descent into bankruptcy. Back in 1987, when Tower Records
launched its single largest megastore in the Gehry building, the future
of Boston’s independent record store business looked grim. Vinyl
merchants and industry experts predicted that most independent
retailers would feel the pinch of the big box; megastores like Tower
would have more stock on hand and, it was presumed, would offer sig-
nificantly discounted prices. The three-story Tower Records & Video
would pose a direct challenge to small, local stores like Newbury
Comics, a comic book merchant turned record shop specializing in
independent music, hard-to-find imports, and 7-inch records by local
bands. To make matters worse, the new Tower store would be situ-
ated on the very same block as Newbury Comics.

On the corner of Newbury Street and Massachusetts Avenue

A Panic over Big Chain Stores
But it wasn’t just the specter of Tower that frightened small retailers
like Newbury Comics. The music business was experiencing rapid
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Tower Records Timeline

Debt Added
First Tower Records Profits Profits Between 1998 and 2000: Tower Records
Store Opens $17.3 Million $3.5 Million $80 Million Declares Bankruptcy
1960 1994 1997 1998 2000 2006

Taken from: Associated Press, “Tower Records Victim of iPod Era,” October 10, 2006. MSNMoney.com.
http://articles.moneycentral.msn.com/News/TowerRecordsToClose.aspx?GT1=8618.

growth in compact disc sales, and chain stores were expected to
become the dominant players. Giants like Recordtown, Strawberries,
Coconuts, Musicland, and Sam Goody—most of whom have now
either disappeared or seen influence decline—would come to domi-
nate the industry, 7he Boston Globe predicted. Among independent
stores, the Globe wrote, a “panic” was precipitating Tower’s arrival.
So ominous was the thought of a big box music store in Boston that
The New York Times covered the store’s opening, suggesting that the
independents might as well throw in the towel, since Tower “has
virtually no competition in its league.”

At the time, Newbury Comics co-owner Michael Dreese told the
Globe that he too was “worried,” and that when all the chains had settled
in—the British giant HMV would soon open a megastore across the
river in Cambridge and another in Boston’s Downtown Crossing shop-
ping district—"“there is going to be blood all over the place.” It would,
presumably, be the blood of the independents. The 7imes spoke in the
past tense, suggesting that the indies’ demise was a foregone conclusion.
“On the block where a punk-rock record store, Newbury Comics, once
held sway,” the T7mes sighed, “a new Tower Records sells that kind as
well as more mundane music and a wide assortment of videotapes.”
The store would stock, a spokesman said, “60,000 cassettes and close
to 50,000 CDs,” versus the typical average of “12,000 CDs and 13,000
cassettes.” Who could compete with that?

Well, Newbury Comics, for starters, “We had a huge competi-
tive advantage knowing the local market,” Dreese now says. Today
Dreese and his partner, both MIT dropouts, preside over a mini-
chain of their own, with 27 stores in five states, while HMV, Tower,
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and Virgin are all distant memories in New England. As the market
changed, centrally controlled operations such as the Los Angeles—
based Tower proved vulnerable to smaller, more localized compe-
tition. “Virgin and Tower were exceptionally poorly managed and
made poor use of technology,” he says. “Combine that with Virgin
and HMV’s very British arrogance when they entered the market.”

Chains Start to Flounder
As the chains floundered in the face of declining music sales, Newbury
Comics nimbly altered its business model without abandoning its
core constituency of indie music fans. Today, compact disc sales
account for just below 50 percent of Newbury Comics’ revenue.
DVDs are approximately 20 to 25 percent, and pop culture and
sports tschotchkes—Boston Red Sox caps, Ozzy Osbourne action
figures—cover the rest. Hiring a platoon of tattooed hipsters added an
extra patina of authenticity to the shopping experience—something
Virgin, HMV, and Tower didn’t offer.

According to Dreese, who spent much of his youth in London
hanging around the original Virgin Record Shop’s lunch counter,
Newbury Comics challenged the
big boxes by liberally borrow-
ing from the big-box business

model, making aggressive use of F AST F ACT

“loss leader” merchandise (pricing The first Record Store Day,
items below cost to entice custom- i ol e, e, el
ers into the shop), competitive record stores celebrated
pricing, and a refined distribution independent record stores,

system that used vast online data was held in April 2008.
bases. It moved into the Internet
early, selling merchandise through
both its own website and third-party Web stores such as Amazon and
eBay. Dreese doesn’t worry much about downloads (iTunes, he says,
has helped his business), and, as he recently told Boston Magazine, his
focus remains on how to “keep beating Wal-Mart.”

The inability to adapt to local tastes and the failure to anticipate
technological market shifts have been the Achilles heel of many big
box retailers. When Wal-Mart was forced to shutter its vast network
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A customer shops at Newbury Comics in Boston. The store’s small size makes it easier for it
to react to changes in the marketplace and fulfill its customers’ needs.

of German stores, a mystified company spokesman told a reporter:
“We thought everyone around the world loved Wal-Mart.” (The
International Herald Tribune quoted a baffled Wal-Mart shopper in
South Korea, where the company has also abandoned operations,
wondering, “Why would you buy a box of shampoo bottles?”) The
chain had made the mistake of assuming that full-spectrum retail
dominance is achieved by virtue of size alone, without regard to cul-
tural and regional difference.

The Advantage of Being Small

That error is common not just among chains but among their critics.
Market leaders do not always react in a timely and profitable manner
to shifts in taste and technology. While big-box retailers have enor-
mous competitive advantages—sui generis [of its own kind] leverage
with distributors and manufacturers, unparalleled capital resources,
immense political influence—they also face a distinct disadvantage
in adjusting themselves to local preferences. . . .
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It is likely true, as big-box critics contend, that stores like Wal-
Mart will always dominate certain sectors, thus threatening the exis-
tence of many smaller competitors. But chain stores often create
markets that didn’t previously exist, both by forging new trends (like
the $10 new release CD, quickly adopted by Newbury Comics) and
by provoking a backlash against the alienating experience of big-box
shopping. There will always be those that find Wal-Mart inauthen-
tic, those that prefer the punk rock ethos of a Newbury Comics to
the Deep South values of Wal-Mart, with its habit of censoring CD
covers and song lyrics.

360 Newbury, graveyard of Virgin Megastore and Tower Records,
recently announced that it would be renting its first two floors to the
electronics and CD retailer Best Buy. After years of doing combat
with big boxes, Newbury Comics’ Dreese doesn’t betray the slight-
est worry about the latest competitor. “We’re the last man standing
in Boston,” he says. It’s a safe bet that, sometime in the near future,
he’ll be peering down the road, watching another megastore packing
a moving van.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author centers his case around the one example
of Newbury Comics. Is this an effective tactic? Do you

feel that giving one example strengthens or weakens the

author’s argument? Why?
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How Are New Technologies
Affecting Music?

One example of new
technologies affecting the

music industry is satellite
radio. Heve, the band 3
Doors Down tapes a show

for XM Sarellite Radio.




Satellite Radio
Will Fail

Rich Duprey

In the following essay Rich Duprey argues
that satellite radio is going to fail. Duprey
feels that satellite radio’s problems can
be blamed on three issues: limited play-
lists, annoying DJs, and bad reception. He
asserts that the vast potential of satellite
“Satellz.te radio has gone unfulfilled, and that satellite
o o radio executives have made the same mis-
radio is takes as those of terrestrial radio. Duprey is
becomz’ng a frequent contributor to the Motley Fool, a
publication on investing.

yesterday’s
news.”

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. What accounts for the bulk of new Sirius radio subscriptions,
according to the author?
2. How does Duprey define the term “churn rate™?
3. What are the three ways satellite radio once held a lot of poten-
tial, according to Duprey?

Rich Duprey, “Why Satellite Radio Will Fail,” 7he Motley Fool, May 2, 2007. Reproduced by permission.
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ay goodbye to satellite radio. As a driving force in entertain-
ment, it’s already past its heyday. Just as quickly as it exploded
on the scene, satellite radio is becoming yesterday’s news.

It’s not because XM Satellite Radio was able to add only half as
many net new subscribers in the first quarter as it did last year. Nor
is it because Sirius Satellite Radio added only half a million new
subscribers based on the strength of some sketchy new-car produc-
tion sales schedule (auto manufacturers account for the bulk of new
subscribers). Forget that the number of people who buy their satellite
radio receivers in-store fell by more than 50% this year and that the
churn rates—the number of customers the radio stations lose each
month—continue to climb.

No, it’s something less statistical than all that, more ephemeral.
Satellite radio will fail because it sucks.

I’'m not an early adopter of most technology, and I got my first
Sirius satellite receiver only when Howard Stern announced that he
was leaving terrestrial radio. Being a fan of his comedy, I was willing
to test out what a no-holds-barred Stern could be. For the most part, I
find his show to be the one bright spot in what has otherwise become
a wasteland reminiscent of ground-based stations. Yet one entertainer
cannot keep an empire from crumbling.

The biggest problem for satellite radio is that it is morphing into
terrestrial radio, albeit without the commercials. Let me list some of
the reasons I see satellite radio failing.

* Limited playlists.
* Annoying D]Js.
* Lousy reception.

You would think most of those would apply to any terrestrial radio
station run by Clear Channel Communications, but they’re symp-
toms of the problem with satellite radio.

Not Enough Variety

I definitely don’t miss the insipid commercials I used to find on
regular radio, but with 24 hours of airtime to fill up, you’d think the
satellite companies could maybe mix up the playlists once in a while.
How many times can Sirius’ rock station Octane play Hinder’s “Lips
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of an Angel”? And I think there’s some Carpenters song played every
12 minutes on its Moving Easy band.

[ listen to just a handful of stations on Sirius, and believe me: You
can just about set your watch to when a particular song is going to
come on. Can’t they play some of the lesser-known songs by the

The author thinks thar XM Satellite Radio and Sirius Satellite Radio have three things in
common: lousy reception, annoying DJs, and limited playlists.
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artists, just for variety? While I have a Sirius radio, the same failings
apply to XM. Repetitive songs seem to be an industry-wide issue that
I thought satellite radio would resolve.

Annoying D]Js

Perhaps 'm showing my age, but there’s a lot of ’70s music I like,
so I tune into Totally 70s. 'm left to wonder, though, whether DJ
Barry Williams (a.k.a. Greg Brady from 7he Brady Bunch) is required
to introduce every song with some pun pulled from a song’s lyrics.
What terrestrial radio has never learned—and satellite is following
closely in its footsteps—is that DJs rarely matter.

Anyone can spin a record. Certain personalities—Howard Stern
or Opie & Anthony—are able to differentiate themselves, but then
again, they’re not playing music. Most DJs are forgettable, even
Octane’s Kayla, once the music starts.

CBS Radio actually has come to this conclusion. Its nine Jack FM
stations—in the New York metro area where I live, it’s 101.1—have
done away with DJs and simply have a generic, smart-aleck voiceover
making commentaries between songs. And the music’s not too bad,
either, though there are still com-
mercials. Satellite ought to take a
cue from CBS.

Fast FACT

Despite the wide variety of Poor Reception
music offered on satellite I drive the entire length of the
radio, the most popular New Jersey Turnpike a loz. It is
music stations are hit-based exceptionally rare for me to be
channels like Top 20 and . .

: ' able to listen to an entire song
oldies stations. ] . .

without the signal cutting out.

Sure, you’re warned about tall
buildings blocking signals some-
times, but there are a lot of flat areas on the turnpike without build-
ings, trees, or even animals where the receiver suddenly reads “No
Signal.”

In that respect, I think XM has Sirius beat. You can be deep inside
a garage and still get a signal with XM. I've found myself stuck in
plenty of dead zones with my Sirius, or I'll be sitting at a traffic light
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Actual and Potential Satellite Radio Subscribers

This graph indicates that while the number of actual subscribers to
satellite radio has increased, the number of potential subscribers—
those asked in a survey how likely they would be to subscribe—has
decreased.
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Taken from: Bridge Ratings, February 28, 2007.

inching forward to find just the right spot to get the signal to come
back on. Blue skies and green grass might make for great song lyrics,
but they’re no guarantee of getting a radio signal.

Satellite radio once held a lot of potential: commercial-free, unfet-
tered by the FCC, and able to play whatever the stations wanted.
Instead, it’s opted for safety. As big-name radio executives like Mel
Karmazin moved to satellite, it became more like terrestrial radio.
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And when there is little difference between what your local Zoo sta-
tion is playing—woo-hoo! wheee! yuk! yuk!—and what you can find
on satellite, not even a merger of XM and Sirius can save it.

EVALUATING THE AUTHOR’S
ARGUMENTS:

Rich Duprey bases most of his argument on his personal
impressions of satellite radio. Do you think this technique
strengthens or weakens his argument? Why?
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Satellite Radio

Is a Success

Gael Fashingbauer Cooper

In the following article Gael Fashingbauer
Cooper describes why she thinks satel-
“Satellite lite radio will be the future of radio. She
describes her own experiences with having

radio o B8 may satellite radio installed in her car. She com-

mends satellite radio’s huge variety of sta-

not reach tion types, especially in rngusic, sports, and

cable 1 Vs talk. She notes that satellite radio, like the

. Internet, offers programming for practically

pPop ulﬂr’W every conceivable niche audience. Cooper is
fb?’ years to MSNBC’s television and books editor.

come, but I
believe it’s

the future.”

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. To what does the author equate the twelve dollars per month
cost of satellite radio?
2. What advantage does Cooper say satellite radio has in terms of
listeners finding out the name of a song and its artist?
3. How many stations of traffic and weather does the author’s sat-
ellite service provide?

Gael Fashingbauer Cooper, “Why I Love Satellite Radio,” MSNBC.com, March 11, 2005. Republished
with permission of MSNBC.com, conveyed through Copyright Clearance Center, Inc.
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ast week [March 2005] I found myself sitting alone in my

parked car in front of my house for about 15 minutes straight.

I wasn’t talking on the phone, or working on a project. I was
listening, rapt, to an episode of science-fiction show “Dimension X,”
a radio series that aired a dozen years before I was born.

My husband and I added satellite radios to our cars just a few
months ago, and like people who finally discover cable TV after years
of only having network channels, we’re never going back. (What's
that the Buggles said, in an oddly prescient song? “We can’t rewind,
we've gone too far.”) Satellite radio may not kill the radio star, and it
may not reach cable TV’s popularity for years to come, but I believe
it’s the future.

I support my local independent radio station and am a big fan of
public broadcasting, but there are times when there’s just nothing
on the free dial that I feel like listening to. Not to mention those
times when you're in the fifth hour of that long, slow, dull drive up
the dusty backbone of California, the basketball game has gone to
static, you’ve memorized all your CDs and the local station plays only
scratchy country music from 1974.

Not that satellite radio is cheap. But $12 a month equals one movie
ticket, or two magazines, or one month of a pay movie channel like
Showtime, or three or four fancy coffees. Considering the amount of
time I spend in my car, for me the per-hour enjoyment cost works
out. 150 channels is one thing, most of them having absolutely no
commercials is an added bonus.

Sinatra to Ska, Jazz to Jam Bands

Whether you end up with XM or Sirius, you can delight in the world
of narrowcasting. It’s like the Internet: There are Web sites for every-
one from “Star Wars” fans to Hummel collectors, because somewhere
there’s an audience out there for them.

With satellite radio, you can indulge your guilty-pleasure fascination
with Broadway songs, or uncensored rap, or gospel music, ska, Euro
hits, right-wing or left-wing politics, bluegrass, electronica, Sinatra,
opera, classical, jazz, jam bands . . . you name it. On XM alone, there
are at least four stations that specialize in one form or another of
alternative music. (Soft alternative? Check. Hard alternative? Got it.
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A Sampling of the Types of
Stations on XM Satellite Radio

Big Band

Classic Rock All Hit Music
Reggae

Classic Country Bloomberg Radio
Acoustic Eclectic Rock

New and Emerging Music Contemporary Jazz
Pop | S

Grunge/Alternative Rock Hits of the 2000s
Radio Disney

Texas Honky Tonk Music C-SPAN Radio
News and Information

Bluegrass

Garage Rock

0ld School R&B
CNN News

90s and Today’s Alternative? Sure. Deep Classic Alternative? Not sure
what that is, but they’ve got that too.)

Both major satellite services also allow listeners to take a tour
through the ages via decade-specific music stations. Flip from the
wartime hits of the 1940s to 1950s rockabilly to 1960s Brit rock to
1970s soft tunes to 1980s pop to 1990s . . . whatever 1990s music
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means to you. I most often switch between the ballady 1940s chan-
nel (the music my GI parents imbued me with) to the 1980s hits of
my high-school days (“I was on the Paris train, I emerged in London
rain”). Unsure exactly what song that is? Satellite radio flashes the
name of the song and artist across the screen, so I no longer have to
try and remember a scrap of lyric until I can hunt down the singer’s
name online.

Keeping in Touch with Home

The satellite service I subscribe to also provides 20+ stations of
24-7 traffic and weather news for major U.S. cities. While I live
and drive in Seattle, I have one
of my preset radio buttons set to
the station for my hometowns of

FAST F ACT Minneapolis-St. Paul. When I’'m

homesick, I still get a kick out of
The highest-rated satellite hearing the old freeway names
L1 GENTTS) (5 LonEre and interchanges I once knew so
well. And on a gray Seattle winter
day, temperatures in the 40s seem
alot warmer when I push the but-
ton for MSP and see “TEMPERATURE: SEVENTEEN BELOW”
flashing across the screen.

Satellite radio also offers endless talk stations. Personally, I'll never
listen to Howard Stern or any of the other extreme jocks. But I still
find it entertaining that, in addition to right-wing and left-wing polit-
ical chatter, there’s a Christian talk station, an African-American talk
station, and a trucker’s channel.

There are numerous comedy stations, including one that keeps it
G-rated for when the family’s in the car, and my favorite, the old-time
radio show station. It can be tough to get out of the car at the grocery
store when an episode of “Dragnet” is on, but fortunately, my radio
unit allows me to pause and replay up to 30 minutes of programming.
(Think TiVo for radio!)

Sports fans who subscribe to a satellite TV service such as Direct
TV already know they can get football or baseball games from around
the league. Satellite radio offers the same thing, depending on the
service you choose, with different sports available on different services.

Stern 100 on Sirius Radio.
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I’'m not the biggest sports fan, but if my hometown Twins ever get
those Homer Hankies [a special handkerchief waved by fans of the
Minnesota Twins] waving again, I can cruise around and tune in to
their every game as if they weren’t 1500 miles away.

The Sound Quality Is Fine

I've heard people complain about the quality of satellite radio, but
that’s usually about the point in the discussion where I completely
tune out. It sounds fine to me, but then I’'m not the kind of per-
son who spends hours geeking out in expensive audio-video stores
drooling over the expensive equipment. (I've been known to listen
to—gasp—AM radio with nary or little problem.) Can I hear it? Yes.
Can I understand it? Yes. Does it drop out? Not even in tunnels and
underground parking garages. So I'll leave the technical debates to
the geeks.

The author argues that satellite radio’s big advantage is a large number of channels that
broadcast specific genres of music, sports, and talk.
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In the 10 years I've been married, my husband and I have driven
cross-country twice, around the Deep South once, and had numer-
ous long car trips between Seattle and Los Angeles. I love those drives
and I love the company, but really, an hour outside of Bakersfield the
boredom rolls in like an endlessly turning tumbleweed.

Closer to home, when an accident or random traffic jam stops up
my commute, the car seems less like a Honda Civic and more like a
prison. But now I can tune into “Dragnet,” or an old Steve Martin
comedy routine, or the BBC, or the unsigned bands station. The
miles still have to be crossed, but they go by a little easier.

EVALUATING THE AUTHOR’S
ARGUMENTS:

In the article, the author uses an informal tone and
does not cite any statistics or experts. Do you think that
this weakens her argument or makes it more accessible?

Explain your answer.
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“We get so
caught up in
technology
and ease [of
downloading
a single] . . .

there’s

nothing
wrong with
listening to a
whole record
from start to

finish.”

Artists Should
Decide Whether
iTunes Offers

Singles or

Albums

Ray Waddell

Kid Rock has always been a rebel. Even
when iTunes became one of the most pop-
ular ways of obtaining a quick tune for the
everyday consumer, according to the fol-
lowing viewpoint, Kid Rock even rebels
against that. The artist contends that his
fans will obtain what they want no mat-
ter how convenient iTunes is. Kid Rock
also tells the author that he would only sell
what is relevant to him and his lifestyle.

Ray Waddell is a contributing writing for
Billboard.com.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. According to the author, what else is Kid Rock a critic of?
2. According to the president of Atlantic, at which sites could a
fan purchase Kid Rock’s album?
3. Why does Kid Rock say “you probably won’t see me on a
Wheaties box or selling Tide detergent . . .”? What is different
about these products than the ones Kid Rock chooses to endorse?

Ray Waddell, Billboard, New York, NY: 2008. Copyright © 2008 VNU Business Media, Inc. All rights

reserved. Reproduced by permission.
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id Rock’s latest album “Rock’n’Roll Jesus” and its single

“All Summer Long” have been two of the biggest hits of the

summer. But it’s happened without either being available
for download via Apple’s iTunes Music Store in the United States.

Playing His Own Tune
Rock has been an outspoken critic not only of track downloading
but Internet piracy. In a “smartass” public service announcement he

Musicians like Kid Rock are fighting to maintain control over the use of their music on i Tunes.
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Artists Who Have Boycotted iTunes

Kid Rock

Radiohead |

Garth Brooks

recently advised people to steal everything. Eschewing iTunes also
proves a point, Rock adds.

“I tell people in my organization, ‘Do not ever come up to me and say,
“This is what everyone’s doing and how they’re doing it.” Don’t ever
give me that lame-ass bullsh*t,””
he tells Billboard at a Nashville
tequila bar. “As soon as someone
says, ‘You have to be on iTunes
. .. they’re the No. 1 retailer’ . . . I Sales of entire albums,
don’t have to. Because I remember including digital albums,
being a kid when I heard a song dropped 15 percent in
that I liked, I would jump on the 2007, while single-track
bus, ride to Detroit, get a $2.50 sales rose 45 percent.
transfer and walk a mile to the hip-
hop store to buy the new Eric B. &
Rakim record. You’re not going to stop people from obtaining what
they want if it’s available at some level.”

However, Atlantic president Julie Greenwald says “Rock’n’Roll
Jesus” will be available soon digitally in the States as an album via pro-
viders like Amazon, walmart.com, Rhapsody and bestbuy.com.

Fast FACT
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“We get so caught up in technology and ease [of downloading a
single] . . . there’s nothing wrong with listening to a whole record
from start to finish,” Kid Rock co-manager Ken Levitan says.

Kid Rock Promotes His Interests

In other news, Kid Rock and his Twisted Brown Trucker band
recently cut a new song, “Warrior,” for a National Guard commer-
cial. It will be downloadable in its entirety on the National Guard’s
Web site once the commercial airs. He’s also looking at launching
signature beer and cigar products.

“I like [branding opportunities] when it’s something 'm into, and
I’'m definitely into beer and cigars,” Rock says. “You probably won’t
see me on the cover of a Wheaties box or selling Tide detergent,
because it’s irrelevant to me.”

EVALUATING THE AUTHOR’S
ARGUMENTS:

Consider the Web sites the author mentioned Atlantic

would sell Kid Rock’s new album on. Compare these sites
to iTunes Music Store. What are the differences? Why do
you think Kid Rock would be willing to sell on these sites
but not iTunes?
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“We’re not
opposed to
the concept
of giving
artists choice,
but consumer
choice is
important,
too.”

Consumers
Should Decide
Whether
iTunes Offers

Singles or

Albums

Charles Starrett

The following selection was written in
response to an article by Jermaine Dupri
arguing that iTunes should sell entire albums,
not singles. Starrett takes the opposite stance,
asserting that both albums and singles should
be available. According to Starrett, consum-
ers should be free to buy as much or as little
of an artist’s work as they would like. He sug-
gests that the movement to limit iTunes to
album sales is not actually about helping art-
ists, but instead just another way for record
companies to make money. After all, if record
companies can charge consumers for a whole
album when the buyer just wants one song,
the record company will make a much higher
profit. Starrett is a senior editor at 7Lounge,
a Web magazine dedicated to coverage of

iPods and iPhones.

Charles Starrett, “Wrong Thurr: How Dupri, Jay-Z and Universal Misunderstand iTunes,” 7Lounge, November 28,
2007. iLounge is © 2001-2008 iLounge, Inc. All rights reserved. Reproduced by permission.
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AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. What are the three types of stores Starrett lists where consumers
buy music?
2. According to the author, what incentive does iTunes offer to
encourage full album sales?
3. How many songs purchased from the iTunes Store does the
average iPod contain, according to the author?

Jermaine Dupri, the well-known rapper, producer and president

of Island Urban Records, and Shawn Carter, also known as Jay-Z,
the hugely successful recording artist who also serves as the president
of Def Jam Recordings and Roc-A-Fella Records. Success aside, both
men have something in common: they both work for Universal Music
Group, whose president, Doug Morris, has been waging a public,
nasty campaign against Apple’s iTunes Store.

Unitil recently, Dupri and Jay-Z have been quietly enjoying all the
cash that iTunes has been funneling to their labels, but this month,
both artists became soldiers in Morris’s battle against iTunes, publicly
attacking the Store’s policy of offering 99-cent singles in addition to
whole album purchases. Carter began by unexpectedly yanking his
new movie-inspired album American Gangster from iTunes well after
pre-orders had been piling up, stating that, “As movies are not sold
scene by scene, this collection will not be sold as individual singles.”
Then Dupri followed Carter’s lead, writing in a blog post that Apple
should allow artists to choose whether to sell whole albums or singles
and albums.

We’re not opposed to the concept of giving artists choice, but con-
sumer choice is important, too, and that’s an important point that
Universal’s executives still just don’t seem to understand. There are
lots of stores selling music these days: online and bricks-and-mortar
stores with CDs and DVDs, and online stores with digital downloads.
Some offer only a handful of full albums. Some stock singles. And
some, like Apple’s iTunes Store, sell both full albums and singles.
Consumers buy from all three types of stores, and vote with their
pocketbooks as to what they prefer. Should an artist or recording

In today’s music industry, few names are as important as those of
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Top Ten Albums and Songs Downloaded at iTunes

Maroon 5 - It Won't Be Soon Before Long
Amy Winehouse - Back to Black

Kanye West - Graduation

Daughtry - Daughtry

Colbie Caillat - Coco

Linkin Park - Minutes to Midnight
Various Artists - High School Musical 2 Soundtrack

Timbaland - Timbaland Presents: Shock Value

s o e DN B S

John Mayer - Continuum

Various Artists - Hairspray Soundtrack

. —
o

b :
- 2

Fergie - "Big Girls Don't Cry (Personal)"
Gwen Stefani - "The Sweet Escape"
Plain White T's - "Hey There Delilah"
Avril Lavigne - "Girlfriend"

Fergie - "Glamorous"

Kanye West - "Stronger"

Maroon 5 - "Makes Me Wonder"

Akon - "Don't Matter"

Timbaland (featuring Keri Hilson & D.O.E.) - "The Way | Are"
Shop Boyz - "Party Like a Rock Star"

Sl e R O

-
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executive really be attacking a store if the way it does business has
proved to be increasingly popular?

What inspired this editorial was a set of comments from Dupri,
who didn’t just attack the iTunes Store, but went further, attack-
ing consumers, too—clear evidence that there are still out-of-touch
record executives left in this increasingly digital age. There are plenty
of choice quotes that we could highlight, but none was more offensive
than this description of how to manipulate consumers to spur album

sales:

We let the consumer have too much of what they want, too
soon, and we hurt ourselves. Back in the day when people were
excited about a record coming out we’d put out a single to get
the ball going and if we sold a lot of singles that was an indica-
tion we’d sell a lot of albums. But we’d cut the single off a few
weeks before the album came out to get people to wait and let
the excitement build. When I put out Kris Kross we did that.
We sold two million singles, then we stopped. Eventually we sold
eight million albums! Did consumers complain? Maybe so. But
at what point does any business care when a consumer complains
about the money?

Customers Are a Record Company’s “Lifeblood”
Thankfully, there’s a simple answer for Mr. Dupri: the point at
which a business should care about consumers is “always.” They
are your lifeblood. They are the only reason you make money. And
you should be especially sensitive to their complaints at the point
at which your business is losing traction, declining in revenues,
and succumbing to piracy. Thanks to artists like Mr. Dupri’s Kris
Kross, which released albums with two popular songs and a bunch
of tracks no one cared about before disappearing from the industry,
that’s exactly where Universal Music Group was before iTunes, and
where it will be again if it continues the practices that led to iTunes’
astounding popularity.

Dupri’s rant, like Jay-Z’s decision to pull American Gangster from
iTunes, is premised on the inaccurate suggestion that record compa-
nies can still force someone to pay $10-15 for a collection of content
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that only holds $1-3 of value to them. Even more foolishly, it states
specifically that companies can offer a $1 song for a brief period of
time, then yank it to encourage people to spend $10-15 to buy the
same song again with the rest of an album.

This goes without saying, but in today’s world, if a company tries
to “cut the single off,” all it will accomplish is boosting illegal down-
loads of the track. Consumers
today demand instant access to
the media they want, so if com-

panies decide not to let them have F AST F ACT

it legally, they will find another As of late 2008 iTunes’
way to get it. Or they simply top-selling singles for the
won’t listen at all. iTunes, like year included “Bleeding
the sale of singles on albums, cas- Love” by Leona Lewis and

settes, or CDs, enables consum- “Viva la Vida” by Coldplay.

ers to pay artists a fair amount for
the tracks they like, rather than
paying nothing for an album where the chaff grossly outweighs the
wheat. And unlike any old fashioned record store, it incentivizes full
album sales by offering credits for previously downloaded tracks from
an album, rather than forcing consumers to buy the same song twice.

Though Dupri and Jay-Z have suggested that full album sales are
important to an artist’s mission of delivering a complete body of
work at the same time, it’s obvious that this really is about squeezing
more money out of consumers, using guilt or any other rationaliza-
tion that’s convenient. Another choice quote from Dupri is this one:

“Why do people not care how we—the people who make music—
eat?”

Let’s be fair here. We've seen MTV Cribs—we know what your
house looks like. Please don’t tell us that you need to sell full albums
in order to “eat”; if so, you’ve either been an incredibly unlucky inves-
tor, or you burn more cash in a week than most people could in 10
lifetimes. You're one of the ten richest people in hip-hop, with an esti-
mated net worth of $60 million. So let’s leave you out of any discus-
sion concerning artists that actually rely on album sales to survive—of
course, that’s if you actually believe that the artists see any large portion
of the money from album sales, which they don’t.

How Are New Technologies Affecting Music?
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Also enjoyable was Dupri’s description of Apple’s downfall, should

the labels decide to pull their music from the iTunes Store:

If anything, WE made iTunes. It’s like how we spent $300,000
to $500,000 each on our videos and MTV and BET went ahead
and built an entire video television industry off of our backs. We
can’t let that happen again. These businesses exist solely because
of our music. So if we as artists, producers and label executives
stand up, those guys at Apple can either cooperate, or have noth-
ing for people to buy and download on their iPods.

Apple thinks that’s never gonna happen. They think that we as
the record industry will never stick together. But Universal sells
one out of every three records. All it’ll take is for Warner Music
to say, “You know what, ’'m with you,” for us to shut ’em down.
No more iPods! They won’t have nothin’ to play on their players!

Shutting Down iTunes Will Not Help Artists
The statement is both generally and specifically absolutely laughable.
Statistics show that the average iPod contains only a handful of songs
purchased from the iTunes Store, which makes it pretty clear that the
success of the iPod doesn’t depend on the Store—it’s a component
of the iPod ecosystem, yes, but hardly the focus. Again, the only
thing shutting down the iTunes Store is going to achieve is driving
more consumers to the world of BitTorrent and illegal downloads.
Of course, iPods play more than what’s available on the Store. And
yes, MTV and BET built networks on the backs of musicians, but
so did radio, and satellite radio after that, and without the ability to
flood those entertainment channels with your music, you’d be sell-
ing way fewer records. How would you have gotten your $300,000
to $500,000 videos out to your potential fans without MTV, BET,
iTunes and others? Don’t blame Apple—they were hardly the first to
profit from connecting fans with artists, and they will most certainly
not be the last.

iLounge’s editors have a lot of respect for Jermaine Dupri and
Jay-Z as recording artists. Dupri’s history of famous tracks speaks for
itself, and his Chingy collaboration song “Right Thurr” was featured
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The author argues that consumers, not the record labels or musicians, should decide whether

or not to download singles or whole albums by the artists.

on iLounge’s Backstage page as one of our editors’ favorite songs.
Jay-Z’s albums, including American Gangster, have repeatedly been
mentioned on Backstage, featured in our photographs, and enjoyed
by our editors as well. But as executives, these guys are on the wrong
side of history. Trying to use guilt and other tricks to make more
money off of music is a losing strategy, and ignorant of the reality
that consumers have other options, both with respect to listening to
their music, and ignoring it in favor of other artists and labels.

The days of music industry gimmicks are over. In our view, art-
ists should be glad when people think their work is worth paying
for—as an anthology, or in pieces—and the moguls that promote
them should be open-minded to the reality that the business has
changed from buffet to a la carte pricing. If JD and Jay-Z really have
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a problem with selling singles, fine, don’t sell them. It’s perfectly
fair for an artist to decide how his/her work is distributed, but don’t
blame the consumer for making it clear that this is not the way he
or she wants to enjoy your work, or iTunes for catering to those
consumers rather than ignoring them.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author writes for a Web site devoted to covering
iPods and iPhones. Although the Web site is not affili-
ated with Apple Computer, does the site’s focus on Apple
products make you more or less apt to accept the author’s

argument? Do you think this gives him an undue bias one

way or the other? Why or why not?
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Radiohead’s
Pay-What-
You-Want

Experiment

Is Bad for

“If the .
Radiobead ~ Business

model proves

Andrew Moylan

successful, it
l d k According to the following viewpoint, since
couia mar. the arrival of online file-sharing programs like

a tuming Napster, then the appearance of the iTunes
. Music Store, the downturn of record com-
pownt fbr the panies has been inevitable. Andrew Moylan
b ig record discusses the ways tf)day’s artists avoid using
N, record companies in order to sell cheaper
companazes. music to their fans. Moylan cites record
company executives who believe that busi-
ness is waning. Moylan is government affairs

manager at the National Taxpayers Union.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. According to Moylan, what did Madonna do in order to turn a

profit? Within this viewpoint, why is making a profit through

alternate means bad for record companies and their business?

Andrew Moylan, “The End of Big Music?” The American, November 14, 2007. Copyright © 2007 American
Enterprise Institute for Public Policy Research. Reproduced with the permission of the American Enterprise
Institute for Public Policy Research, Washington, DC.
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2. What happened when Radiohead cut the record companies out
of their selling and distributing process altogether?

3. According to Moylan, when an artist uses conventional selling
methods through a major label, how much does the artist/band
make per album? How does Radiohead turn a higher profit

from its pay-what-you-want model?

he British mega-band Radiohead made headlines last month

by releasing its new album “In Rainbows” exclusively for

download on its website and allowing consumers to set their
own prices. Such an unusual and direct challenge to the music
industry instantly made headlines—but it may be a portent of
things to come.

Downturn for Record Companies Is Now a Reality
Nine Inch Nails has pledged to follow Radiohead’s example when its
current record deal ends. Prince included 2.5 million copies of his new
album in a popular British Sunday newspaper, and handed it out for
free to attendees of his concert, much to the consternation of record
executives. Madonna made news
recently by signing with a concert
F AST F ACT promotion firm in order to focus
S C on live performances, endorse-
Fortune magazine ranked ments, and merchandising, rather
Radiohead’s pay-what- than on traditional album sales.
you-want experiment with More and more, recorded music
In Rainbows number 59 is becoming a mere promotional
in their 2007 list of the : tool for other profitable musical
101 Dumbest Moments in .
endeavors, such as live concerts.

Business. If this trends gains momentum, it
could spell the end of the music
industry as we know it.

Radiohead has created the potential for a whole new system of
music distribution in which consumers set the prices.

Much has been written about the impending demise of the large
record labels, some of it exaggerated. But the numbers don’t lie: in
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the first half of 2007, CD sales were down by 19.3 percent when
compared to the same period in 2006. As author Frederic Dannen has
pointed out, music consumers have consistently chosen convenience
as the most important factor in selecting a medium, and the industry
has been extremely slow to catch on. No longer are consumers forced
to purchase entire albums to hear the one song they like, nor must
they purchase an expensive “CD single.” Innovations such as down-
loading of albums and cheap single-song purchases continue to chip
away at industry profits. It started with Napster and other file-sharing
programs (some of which were legal but most of which were not),
progressed with the iTunes music store and Internet-based retailers,
and has culminated with Radiohead’s online-only album release.

The band Radiohead’s decision to make their recent album available for download via
the Internet for whatever price the consumer wants to pay is bad for the business because
it devalues the music, according to the author.
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The Radiohead Model

If the Radiohead model proves successtul, it could mark a turning
point for the big record companies. Though much-reviled, they do
provide valuable services for many bands. They use their connec-
tions and expertise to advertise, secure distribution, and aggressive-
ly promote music heard on the radio and elsewhere. But now that
Radiohead is firmly established, it has little need for these services.
By cutting the record companies out of the process altogether, the
band has reduced its initial production cost—which means cheaper
music for the fans.

Radiohead has thus created the potential for a whole new system
of music distribution—one that is controlled through a band’s own
website—in which consumers set the prices. Indeed, Radiohead fans
can pay whatever price they want to purchase a digital download of
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“In Rainbows.” Some may pay nothing for the record, but many will
pay a price they feel is fair because they know their money is going
directly to the band. Meanwhile, Radiohead is spared the typical
advertising and distribution costs.

What Goes to the Band, What’s Left for Labels

The Wall Street Journal has estimated that the average cost to deliver
an album’s worth of music online could be as low as $3.40, compared
with an average cost of roughly $6.40 to deliver it in traditional CD
format. When using conventional methods, major label bands make
roughly $1.00 per album sold. So even if the average payment for
Radiohead’s new album is less than $5.00, the band could still turn a
higher profit from its online-only release than it would have through
traditional album distribution.

Record industry bigwigs have reacted to this turn of events with a
mixture of skepticism and horror. Some have expressed doubt about
its potential, pointing out that profits from successful albums are
used to subsidize up-and-coming artists. But one executive at a big
European music label told 77me magazine that it felt like “yet another
death knell” for the industry. “If the best band in the world doesn’t
want a part of us,” the executive added, “I'm not sure what’s left for
this business.”

What will be “left for this business” is the same set of choices fac-
ing anyone in a free-market system: adapt, innovate, or lose market
share. Time will tell which of these actions the record industry takes.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author focuses on alternative ways artists turn a prof-
it. Why do you think he does this? How do these points

support the argument?
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Viewpoint

6

“Radiobhead
hasn’t
created

a radical
new model.
They’ve
merely
served up an
additional
option.”

Radiohead’s
Pay-What-
You-Want
Experiment

Is Just a New
Way of Doing
Business

Fred Mills

In the following article Fred Mills exam-
ines the excitement among the media,
fans, and musicians surrounding the
release of Radiohead’s pay-what-you-want
experiment of their album /n Rainbows.
In Mills’s view, the event was overana-
lyzed and overhyped, and it caused exces-
sive worry in the music world. The release
of In Rainbows does not change the face
of the music industry, Mills argues.
Instead, the downloading experiment just
provides bands with another method of
promoting their music. Mills is the books
editor for Harp.

Fred Mills, “Radiohead Sells 1.2 Million Albums, Spawns 1.2 Million Commentaries,” Harp, October 14, 2007.
Copyright 2002-2008 Guthrie, Inc. All rights reserved. Reproduced by permission.
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AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:

1. How many downloads were there in the first two days after the
release of In Rainbows, according to media estimates?

2. According to the author, what did Radiohead guitarist Jonny
Greenwood say was the reason the band released the album in
the pay-what-you-want format?

3. What are some of the options the author suggests for bands to
reach their fan base and promote themselves?

hew. That pounding in your temples? It’s not the tequila-

g x / and-schnapps chasers you were pounding back last night

at the transvestite bar—that’s the sound of 1.2 million

bloggers, media analysts, music industry talking heads and java hut

armchair pundits yammering on and on and on about Radiohead.
And it doesn’t look like the hangover’s going away anytime soon.

You know—Radiohead. That obscure indie band from Great
Britain who shocked the world a couple of weeks ago [October
2007] when they announced that, newly free of indenture to a
mega-corporation (that’s record label to you, pal), they would be
releasing their new album /n Rainbows digitally on Oct. 10 [2007]
and that consumers could essentially pick the price they were willing
to pay for the digital version. (You could additionally pre-order a
hard-copy edition, due in November, that would contain vinyl and
expanded CD versions of the album, with the price coming out to
about $80 in American currency.)

For the record, I paid £ 2.00, which with the £ 0.45 credit card
transaction fee, came to a total of £ 2.45—about $4.97. Full disclo-
sure: to me that seems about five dollars too high for a musical artifact
that comes with no packaging whatsoever and, with MP3s at a mere
160kbps, offers sound quality substantially inferior to anything in
my vinyl, CD or 8-track tape collection. Factor in 10 cents for some
card stock paper (to print out some bootleg artwork I found on the
web for the album, natch) and another 30 cents or so for a CDR to
burn /n Rainbows to, and I've forked about close to five and a half
bucks. I didn’t even get the proverbial “lousy tee-shirt” to show off
my bragging rights.

How Are New Technologies Affecting Music?
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Magazine Pay for In Rainbows?
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Taken from: New York magazine, October 10, 2007,

Some Pay Nothing, Some Pay Top Price

Out there in the real world, a survey by England’s Telegraph.co.uk
of 5,000 fans who downloaded the album revealed that “more than
a quarter—1,429—paid either nothing or 1p [pence] for the record-
ings. More than half—2,776—gave up to £10, while 673 die-hard
fans paid £ 40 for the deluxe box set.” And a few nuts paid £ 99.99,
which was the maximum price you could pay. I'm not sure what cat-
egory my £ 2.45 lands me in—borderline skinflint but still relatively
sane, maybe?

Griping aside, though, the whole experience of obtaining the album
was painless and seamless; I put in my quarter, pulled the lever, and
ten digital gumballs spiraled down and popped out the chute onto my
desktop in less than a minute. (Record labels who service journalists
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with digital promos and make us wade through all manner of cum-
bersome, time-consuming procedures just to obtain lousy-sounding
approximations of their artists’ latest magnum opi [a made-up plural
of magnum opus, meaning a great work of art] should take heed.)

Plus, it’s a pretty damn good record, one that brings elements of
classic-period Radiohead (e.g., OK Computer) to the table alongside
touches of Thom Yorke’s solo album 7%e Eraserand a raft of surprises
as well. To paraphrase one reviewer, Radiohead’s become Britain’s
premier art-rock band, and on this occasion the “art” contingent in
the Radiohead camp definitely held sway over the band’s rockers.
The album will undoubtedly figure prominently on a lot of year-end
Top Ten lists. . . .

A “Fantastic Experiment for Radiohead”

So anyway . . . media types who track this sort of stuff are estimat-
ing that Radiohead moved about 1.2 million downloads across two
days. An insider “close to the band” is being cited as the source for
that figure, said insider also suggesting that the financial tally was £4.8
million in sales (not counting the pre-orders for the discbox set). Not
a bad payday. Chris Hufford,
one of the band’s managers, told
British reporters, “This has been
an absolutely fantastic experiment FAST FACT
for Radiohead. I can’t say what
fans have been paying for the new
album but it’s definitely the case

A Web site called Aralie.
com has adopted

Radiohead’s pay-what-you-

that more pCOplC have pald for it want idea and offers music
than not.” from independent bands as
It’s worth noting, however, a low-risk way to discover

that worldwide navel gazing and new music.

brow furrowing notwithstand-
ing, Radiohead guitarist Jonny
Greenwood essentially stated the other day that it was never Radiohead’s
intention to initiate some revolutionary new model of music distribu-
tion (labels have been selling downloads for some time, duh) or even
to give away its music as part of some elaborate marketing scheme, but
simply to prevent it from leaking out to the public prior to the official
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Radiohead guitarist Jonny Greenwood has said that it was not the band'’s intent to revolutionize
music distribution but to prevent their music from leaking out for free prior to its release.

release of the physical discbox. Radiohead is also apparently hoping
that fans who dig what they hear on the MP3 files will be convinced
to purchase the real thing in all its elaborate packaging and up-to-snuff
sonics. I think Greenwood’s comments are astute; Radiohead 7s the type
of band who commands a fierce loyalty among fans, the type of fans
who probably will want to own the physical product. Me, a Luddite
[an opponent of technological progress] who has zero-to-none interest
in downloading and listening to crappy-sounding compressed music,
will want to own at least the official standalone CD when it comes out
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in early 2008 on an as-yet-unspecified label that some industry watchers

are predicting will be Side One Recordings/ATO.

Different Models for Different Bands

There’s already been some backlash (not to mention a lot of meta-
navel gazing in response to the backlash . . . double whew . . . some-
times a 160kbps MP3 is just a 160kbps MP3, Dr. Freud!) as people
trot out, once again, the “what is music worth to consumers?” rheto-
ric. Over in the Portishead camp—the UK band reportedly has a new
album just about completed—we heard complaints that while it’s fine
and dandy for an established superstar like Radiohead or Prince to
give its music away for free, what about lower-tiered acts who can’t
necessarily make the same gamble that Greenwood suggests? But that
argument is moot; if you believe the industry narrative of the past few
years, peer-to-peer file sharing has already “devalued” music.

So Radiohead hasn’t created a radical new model. They’ve merely
served up an additional option. If we've learned anything lately, it’s
that there’s no one-size-fits-all “model” for bands. There are myriad
avenues with which they can travel to reach their fanbase and earn a
living, from the tried and true Get In The Van method, to working
that MySpace presence like a motherf---er, to flogging music via ads
and TV/film placement, to virtual performances in Second Life, and
of course to the Radiohead Method.

You know, in the end, dwelling endlessly on all this—the “narra-
tive” and all its tendrils—is a big distraction that takes away from that
quaint little notion known as “quality listening time.” To quote the
great philosophers at Stiff Records: f--- art, let’s dance.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author uses a very informal tone, including swearing,

casual phrasing, and jokes. Does this affect the author’s
authority and thus the power of his argument? Are you
more likely to be persuaded by this style or by a more
formal approach? Why?
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Chapter 3

What Should the Rules Be
for Downloading Music
and Paying Artists?

The downloading of

music over the Internet

has become a big business,

and much discussion

urring over faty

business practices.




Viewpoint Illegally
| Downloading
Music Is Wrong

Editorial Board, Music Industry
Piracy Investigations

“Ass erting The following viewpoint was written by the
Editorial Board of Music Industry Piracy

that music Investigations (MIPI), an Australian organi-

should be zation that conducts investigative, preven-
. tative, and educational activities in relation
ﬁ ee is tl?e to music piracy. MIPI equates illegal down-

loading with stealing, and points out that
illegal downloads hurt more than just rich
saying 1t has rock stars or faceless corporations. Countless

. workers, including album art designers and
no value. various sound technicians, depend on the
profits from musicians’ creative works. The
author also notes the high expenses musi-
cians incur and points out that musicians,
like bus drivers or office workers, are profes-
sionals and deserve to be paid.

same as

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:

1. The author asserts that artists take a financial risk in making
music. What are the financial expenses the author mentions?

2. The author explains that many workers in the music industry
are negatively affected by illegal downloading. Name three of
the jobs affected.

3. What are three ways, according to the article, in which people
can respect copyright?

Editorial Board, Music Industry Piracy Investigations, “Music Piracy—Why Should I Care?” MIPI.com,
April 2007. Reproduced by permission.
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o you wonder why on earth you should care about ripping
D music off the internet or illegally burning CDs or DVDs? Well,
perhaps you should consider some of the reasons set out below.
A lot of people who copy and distribute music illegally try to ratio-
nalize their behavior by arguing that the people who make music
are all rich anyway, and that music should be free for everyone. But
asserting that music should be free is the same as saying it has no
value—that music is worthless. It’s not.
Music doesn’t just happen. It’s written, bar by bar, line by line, by
people who work hard to get it right.

Artists Work Hard

For the artist, the hard work requires not only a major emotional
and intellectual commitment, but also long hours, intense concen-
tration, and real financial risk. There’s a lot of imagination, soul,
and courage involved in creative work. But making music is also a
career for artists and getting an income is as important as it is for
anyone working in an office, driving a bus or running a company.
It’s about putting food on the table and covering the rent. It’s about
making enough money to pay for all that equipment and rehearsal
time, about keeping yourself afloat as you strive to succeed in a
highly competitive industry.

What gives the music value is not only that you like it, but also
that you buy it. If you steal it, you're not just stealing from a record
company. You're stealing from the very artists you respect and admire
who put all that hard work and energy into giving you their music.

People should realise that having the recordings of music that
other people have made is a privilege and not a right. People use
the excuse that it’s okay to steal music because making music
isn’t real work because artists have fun doing it. Well, there’s
good gigs and bad gigs just like there’s good and bad days at
work. If you apply that principle, when I have a run of packing
some particularly good boxes (alas, that’s what I do for money
to support myself) and feel particularly satisfied one day then I
should be paid less for that time! Absurd! Intrinsic rewards don’t
pay the bills. —KIM SALMON
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New Artists Need a Gig

Music piracy hurts established artists and does even more damage
to up-and-coming artists because it deprives the Australian music
industry of the revenue needed to finance the huge costs of finding
and developing new Australian talent.

People often say that illegal copying is a victimless crime that really
doesn’t hurt anyone. Try telling that to the struggling young musi-
cians in a garage band who can’t get signed because record sales are
down. Or tell it to the young singer-songwriter whose career dead-
ends because people would rather download her music for free.

There’s no question that internet exposure can be a great thing
for new artists. For many up-and-coming bands, there’s no better
way of getting noticed and establishing a following than creating a

A teenager downloads music off the Internet onto his iPod. The author argues that illegally
downloading music is morally wrong.
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website and putting your stuff out there for the online world to hear.
But there’s a difference between checking out a band that chooses to
let people download its music for free and deciding for yourself that
somebody’s music should be spread all over the internet.

Making records is an expensive undertaking. So is building a career.
If people aren’t willing to pay for the music they love, record com-
panies both big and small will find it increasingly difficult to commit
the kind of resources it takes to discover and develop new talent.

Even buskers [street performers] get paid for playing music.
Sitting on their arse on the street. But it’s better to have a choice
as to how you experience music. You can hear music on your
radio or on your iPod or see and hear an artist in a club. It takes
some money to get off the footpath and to get to all those other
places. Nothing is free. Everything is plugged in. The money
gets around and for the artists, nothing gets wasted, believe me.
—DAVE GRANEY

Illegal Downloading Is Unfair
I’s unfair to the entire artistic community that creates music. It’s unfair
to the singer/songwriters who get their copyrights plundered. It’s unfair
to the musicians who are deprived
of their dream of making a liv-
ing from their art. It’s unfair for
F AST F ACT the owners of small record stores
which will close because of the
work service, offers over 3 substantial revenue losses.
million free and legal down- Songwriters and artists, wheth-
loads to college students at er established or up—and—coming,
affiliated schools. aren’t the only people hurt by
illegal copying. In Australia alone
there are thousands of people
employed in the music industry—and very few of them are rich rock
stars. Stealing music also threatens the livelihoods of the thousands
of technicians, CD-plant workers, warehousemen, graphic designers,
printers and other non-musicians who are employed in the music busi-
ness helping to create and deliver the music you listen to.

Ruckus, a multimedia net-

The Music Industry



Willingness to Commit Illegal Acts

This graph shows survey responses to the following question:

If you knew that you could get away with it without getting caught or
facing any consequences whatsoever, which of the following would
you be willing to do?

Percent Willing

e 299 Download music from the
° Internet without paying for it

o, Make copies of computer games or
19% software programs without paying for it

4%, File a false income tax return

29, Leave store without paying
© for a piece of clothing

0 25 50 75 100

Taken from: ENVIRONICS, September 2006.

Isn’t it more exciting to own the real artwork and CD and hold
it in your hands? —KAV TEMPERLEY, ESKIMO JOE

Illegal Downloading Is Wrong
You wouldn’t steal a mobile phone or t-shirt. Our sense of right and
wrong keeps most of us from doing such a thing. Sure, we know there
are criminal penalties, but the main reason we don’t steal is because
we know it’s wrong.

Yet when it comes to stealing music, people somehow seem to
think the same rules don’t apply. Well they do.
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Downloading can be a great way to share music, but download-
ing music illegally threatens the future of everyone that depends
on you for their livelihood. Get music the right way! If you
download, do it legally! —KEITH URBAN

We want to encourage you to do the right thing—to let you know
what’s okay and what isn’t; to educate fans about who really gets
hurt when they steal music; and to show computer users who want
to download music from the Internet how to do it legally.

Our message is simple. Stealing music is the same as stealing
anything else. It is illegal and the consequences are real, for artists,
songwriters, you, and for the future of music.

So enjoy the music artists bring you, but please respect copyright.
Stop burning multiple copies for friends! Stop offering to upload
music files to millions of users on the Internet! Stop downloading
from unauthorized sites!

EVALUATING THE AUTHOR’S
ARGUMENTS:

This viewpoint does not rely on statistics, and instead

makes an appeal to human decency. In your opinion, is

this an effective tacticZ Why or why not?
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Viewpoint

2

“We steal

because it is
eastier, not
because it
is cheaper,
so make it
edsier to
buy your
products.”

Illegally

Downloading
Music Is a
Necessary Evil

Andy Cochrane

In the following selection Andy Cochrane
addresses the Motion Picture Association
of America (MPAA) and the Recording
Industry Association of America (RIAA),
which are the overseeing organizations for
the movie and music businesses. Cochrane
understands these industries’ frustration
with people illegally downloading, and he
makes several suggestions as to how they can
stop people from doing so. He offers several
ideas, including creating better relationships
with consumers, putting out a better qual-
ity product, and making legal downloading
more user-friendly. Cochrane is a cofounder
of the AV Club and a frequent contributor.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. Name some of the new ways cited by the author that allow
people to watch movies conveniently at home.
2. According to the author, why do some people steal movies from
major studios but pay to view independent films?
3. What companies does the author think are going to be the next
major movie distributors?

Andy Cochrane, “Dear MPAA & RIAA: Why We Steal from You and How to Stop Us,” The AV Club Blog,
January 2008. © The AV Club Productions, Inc. Reproduced by permission.
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non-stop war against us, their consumers and fans. They are

fighting for survival of the current business models and revenue
streams, which are under an incredible assault from electronic piracy
in the form of bootleg or ripped CDs and DVDs, P2P [peer-to-peer]
file sharing, bittorrents, and rogue websites hosting downloads. This
is a massive problem—almost every single person under the age of 50
has at some point stolen from these companies in one way or another,
and they are justifiably pissed off about it. I think that they have every
right to defend their copyrights and do their best to prevent the illegal
free use of the products that they have paid to create, distribute, and
market. I do not, however, think that they are going about it the right
way. Here is my advice, which will be ignored, further cementing the
demise of old media (enjoy your slow death, guys):

We steal because it is easier, not because it is cheaper, so make it easier
to buy your products. Ever since iTunes made it drop-dead simple to
buy new music, I find it easier to find and get a song on there than any
other method (it takes [about] 1 minute and no effort). I do not buy
CD’s anymore because I can get them on iTunes with far less effort.
That said, I hate DRM [digital rights management, a restriction on
the use or copying of files], the crippled iTunes tracks makes it very
hard for me to move and listen to my purchases on the 3 computers
I use constantly. I know many people buy songs legally, then steal a

copy of the same songs on a P2P

site just so they don’t have to deal
F AST F ACT with the DRM. This doesn’t just

apply to music—many people
e, e n e don’t like going to the movie the-
June 1999, was the first ater, waiting a day for Netflix to
hugely popular music file- arrive, or going to a store to renta
sharing service. It was shut movie—we’d much rather watch
down by court order in it right now. With Apple’s new
2001. “rentals,” Netflix’s “watch now”
online feature, and On Demand
offerings, it is becoming easier to
legally pay to watch a movie at home at your convenience than it is
to steal it online or rip a DVD. Take notice of this trend, and capital-
ize upon it. Make it so that we can quickly, reliably, and easily access

I ‘1 or years now, the record and movie industries have been waging
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Top Twenty Illegally Downloaded

Albums, Week of March 30, 2008

Rank Artist Album Downloads
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Moby Last Night
Thriller

Rockferry

Live from Wemb

Nick Cave and the Bad Seeds The Abattoir B

Rick Ross

Taken from: iDownload Chart, March 30, 2008.

your product—anywhere, anytime. Focus on finding ways to make it
much, much easier to pay you than to rob you. Believe me, we don’t
enjoy installing software, setting up configurations, troubleshooting,
and finding what we want online. We are lazy, not cheap.

We don’t like paying for crap, so stop making it. I have never regret-

ted a single dime paid for a good film or album. But I did stop going
to the movies because I was sick of being bilked out of $12 every
time I went out, and I pretty much never buy an entire album any-
more. We hate dropping money and time on your products, only
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to discover that they don’t just fail to meet their own hype—they
often are only hype. I realize that you are a business, and as such a
pretty basic requirement is that you need to make money. But it is
time you realized that your product is entertainment, and you are
not delivering good product anymore. Stop thinking of money first
and product second—swap the formula around and the profit will
come in droves. There is a reason that there is no “Citizen Kane II:
Return of the Kane”—your predecessors knew that quality stories
came first, and if a film made money it didn’t necessarily need to be
turned into a franchise. Instead of Transformers 2, or American ldol
27, can we please have new, exciting, interesting films and music?
Don’t you remember why you got into the business in the first place?
Didn’t you once love movies and music? Don’t you want to make
the next great American Film or Album? Stop chasing our money,
start chasing our interests.

Never wage war on your own customers it’s mean. Part of stopping us
from stealing from you is going to have to involve you not being dicks
about it. If you didn’t come across as greedy, ignorant, evil Luddites
[an opponent of technological progress], I think more people would

Bootleg CDs and DVDs have become a big business, and record labels are seeking ways to
protect their copyrights without alienating their customers.



have a problem stealing your hard work. I know many people that
would not blink at downloading the latest Spiderman movie, but
who will go out of their way to pay for a copy of an indie film. Why?
Because we don’t like being thieves, we never have; but we don’t feel
like you matter—you are faceless, lawsuit-happy conglomerates of evil
intentions, and as such, stealing just doesn’t seem like stealing when
i’s against you. | have never, not once, stolen a movie—in DVD form
or otherwise. I am deeply, deeply insulted that you call me a criminal
with your condescending anti piracy commercials before watching the
film that I just paid to see. Screw you. If you really want to win this
one, you need to change your image. We are not in the right on this
point—we are very, very much in the wrong, but if you want to stop
us, work on being lovable, it will make the fight easier.

Recognize that there will always be piracy, and accept that fact; put the
needs of the many above your fears of the few. Instead of making it hard
for everyone to get and consume your product because some people
steal from you, focus on making it so that anyone who wants to pay
you can do so more easily. Abolish DRM (you already are starting
to; kudos; now do it all the way), those who want to break it can,
and those who don’t want to break it still have to, just to watch the
movies they bought from you on their iPods, or listen to the songs
they “own” anywhere they want to (you and I both know that nobody
actually owns the music or movies, it’s just a limited license to enjoy
it, isn’t it!). You cannot win your war on piracy any more than the
U.S. will win against drugs or terror, internalize that, learn to accept
piracy as a given, and start to deal with it realistically. You can reduce
it so much that those who steal are numerically insignificant, but not
by making your product annoying to access for everyone. There are
still real life pirates sailing the seas of the world, but they are nowhere
near the numbers they used to be. Take realistic precautions and legal
action against those who steal from you as a defensive strategy, but
don’t make that [your] entire focus.

Look around you and take stock of what is happening. You have
the technology now to give us any song or video in the world, almost
instantly, at extremely high quality. On demand is amazing, Netflix,
Google, and Apple are going to be the next major movie distributors
(you thought you guys were going to keep control of that one didn’t
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you?), and there are unsigned artists outselling your talent and keep-
ing the profit all for themselves. The iPhone deal was rejected by every
carrier in the US except for AT&T mainly because they were desper-
ate. Now look how that turned out. Apple demanded a change in the
way phone manufacturers and service providers share profits, and in
the process created one of the most impressive subscriber increases in
the history of phone companies. Innovation is scary, but necessary.
If you continue to sit on your crumbling fortress walls much longer,
we won’t invite you to the next big party, then what will you do?
Probably blame piracy for sinking your ship. Too bad, you could
have won this thing.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author uses an informal, conversational tone in this

viewpoint. How does that help his argument? How does

it hurt it2 Do you feel that his arguments will convince
entertainment industry executivess Why or why not?

The Music Industry



Viewpoint Laws llitS Al‘ e

3 the Best Way
to Stop Illegal
Downloading

({4 O
Without Recording Industry Association

the threat of  of America

The Recording Industry Association of
consequences. & y

q > America (RIAA), the umbrella organization
fil?" 100 mamny  that represents the interests of record labels

l and producers, has created some controversy
peopie were by suing college students for illegal file shar-

just not ing. In the following selection, the RIAA

. offers its view on this practice, giving the rea-
c/mngmg sons why the organization takes the stance it
£ 1781.1” does. According to the RIAA, lawsuits were

not the first choice but became necessary after
music fans consistently refused to obey copy-
right rules. Illegally downloading or sharing
music, argues the RIAA, is akin to shoplifting.
In both cases, it is stealing, and those who
steal should face legal consequences.

bebavior.”

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:

1. According to the article, how many U.S. jobs are lost per year
due to global music piracy?

2. What legal downloading alternatives does the author say the
industry is promoting?

3. According to the article, what percentage of college students fre-
quently download music and movies illegally from unlicensed
peer-to-peer (P2P) networks?

“For Students Doing Reports,” RIAA.com. Reproduced by permission.
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hat exactly does the RIAA do? Who does the organization
represent?

The RIAA is an organization committed to helping
the music business thrive. Our goal is to foster a business and legal
climate that protects the ability of our members—the record com-
panies that create, manufacture and/or distribute some 90 percent
of all legitimate sound recordings produced and sold in the United
States—to invest in the next generation of music.

In support of this mission, we work to protect intellectual property
rights worldwide and the First Amendment rights of artists; conduct
consumer, industry and technical research; and monitor and review
state and federal laws, regulations and policies. We also certify Gold,
Platinum, Multi-Platinum™, and Diamond sales awards, as well as Los
Premios De Oro y Platino™, an award celebrating Latin music sales.

What is the RIAA's official stance on digital music piracy?

Plain and simple: piracy is bad news. While the term is commonly
used, “piracy” doesn’t even begin to describe what is taking place.
When you go online and download songs without permission, you
are stealing. The illegal downloading of music is just as wrong as
shoplifting from a local convenience store—and the impact on those
who create music and bring it to fans is equally devastating. For every
artist you can name at the top of the Billboard music charts, there is
a long line of songwriters, sound engineers, and label employees who
help create those hits. They all feel the pain of music theft.

The law is quite clear here, and frankly, legal downloading is easy
and doesn’t cost much. Record companies have licensed hundreds
of digital partners offering download and subscription services, cable
and satellite radio services, Internet radio webcasting, legitimate peer-
to-peer (P2P) services, video-on-demand, podcasts, CD kiosks and
digital jukeboxes, mobile products such as ringbacks, ringtunes, wall-
papers, audio and video downloads and more.

What Piracy Costs
How much money does the recording industry lose from piracy?

There are two categories to consider here: losses from street piracy—
the manufacture and sale of counterfeit CDs—and losses from online

piracy.
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Bootleg CD and DVDs are displayed for sale in Ukraine. The RIAA estimates that $12.5
billion dollars is lost worldwide per year to music piracy.

One credible analysis by the Institute for Policy Innovation con-
cludes that global music piracy causes $12.5 billion of economic losses
every year, 71,060 U.S. jobs lost, a loss of $2.7 billion in workers’
earnings, and a loss of $422 million in tax revenues, $291 million in
personal income tax and $131 million in lost corporate income and
production taxes. . . .

As you can imagine, calculating losses for online piracy is a difficult
task. We do know that the pirate marketplace currently far dwarfs the
legal marketplace, and when that happens, that means investment in
new music is compromised.

All the same, it’s important to note that across the board, piracy is
a very real threat to the livelihoods of not only artists and record label
employees but also thousands of less celebrated people in the music
industry—{rom sound engineers and technicians to warehouse work-
ers and record store clerks. Piracy undermines the future of music by
depriving the industry of the resources it needs to find and develop
new talent and drains millions of dollars in tax revenue from local
communities and their residents.
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Why Lawsuits?
What kind of message are you trying to send with your lawsuits against
individuals? What do you hope to accomplish?

The ultimate goal with all our anti-piracy efforts is to protect the
ability of the recording industry to invest in new bands and new music
and to give legal online services a
chance to flourish. That’s why we
educate. That's why record com-
F AST F ACT panies license music to legal ser-
vices. And that’s why, when neces-
In December 2007 the sary, we enforce our rights through
RIAA sent out “pre- the legal system.
litigation settlement” let-

Just as we must hold account-

ters to students at twenty- ble the busi h
two universities as part able the businesses that encour-

of an ongoing campaign age theft online, individuals who
against online music theft. engage in illegal downloading
must also know there are conse-
quences to their actions. If you
violate the law and steal from
record companies, musicians, songwriters and everyone else involved
in making music, you can be held accountable.

With so many great legal music options available, there is really
no excuse for music theft. Fans have a choice: pay a little now or a
lot more later.

Don’t you think some people are always going to download music ille-
gally, no matter how many people get sued?

Of course. We're realistic. As an industry, we have lived with street
piracy for years. Similarly, there will always be a degree of piracy on
the Internet. It’s not realistic to wipe it out entirely but instead to
bring it to a level of manageable control so a legitimate marketplace
can really flourish.

Lawsuits are just one piece of our overall effort to discourage illegal
downloading and encourage fans to turn to legal music alternatives.
Yes, we enforce our rights against people who steal music. We also
work hard to educate consumers about the law and about the many
legal ways to get music online. Because we know the best way to beat
piracy is to offer fans a compelling legal alternative, record compa-
nies are aggressively licensing music to a great many services—f{rom
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download and subscription models to Internet radio to legitimate P2P
and more. Giving these legal online services a chance to flourish is a
driving factor in almost everything we do.

Do you feel that it is fair to file lawsuits against downloaders? Why or
Why not?

Suing individuals was by no means our first choice. Unfortunately,
without the threat of consequences, far too many people were just
not changing their behavior. Education alone was not enough to
stem the extraordinary growth of illegal P2P use. While we have been
filing lawsuits against individuals since September 2003, our first
preference continues to be targeting the businesses that encourage and
profit from theft. That said, it is critical that we simultaneously send
a message to individuals that engaging in the theft of music is illegal.

If a store owner catches someone shoplifting merchandise, you can
bet that owner takes action—just as he or she should. Our lawsuits
against individuals engaged in music theft are no different. Illegal
downloading is not a victimless crime: thousands of record label
employees have been laid off, hundreds of artists have been cut from

Musicians and Songwriters Speak Out on

Ways to Solve the Problem of File Sharing

Business/Licensing 20%

Accept It 15%

Punitive 19%

{ |: j
Remedy Is /\

Not Possible 2%

No Remedy Needed/
This Is Not a Problem
14%

| Technological/DRMs 8%

X

Artist Control 4%
Education 4% Don’t Know 5%
Other 5%
Multiple Remedies Needed 4%

Taken from: “Artists, Musicians and the Internet,” Pew Internet and
American Life Project, December 5, 2004.
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label rosters, numerous record stores are closing throughout the coun-
try, and due to declining sales, record companies are finding their
ability to invest in new artists at risk.

With so many great legal ways to enjoy music online, there’s no
excuse for downloading music illegally. That’s why we will continue
to take a tough line against people who steal music. It’s theft, it’s
illegal and there can be real consequences. Legal downloading doesn’t
cost much. Every fan has a choice: pay a little now or a lot more later.

Who Will Be Sued?
Why are only select people being sued and how are they selected?

When you log onto a P2P network, your P2P software has a default
setting that automatically informs the network of your user name and
the names and sizes of the files on your hard drive that are available
for copying. Because all this information is publicly available to any-
one on the network, it’s relatively easy to look for—and find—users
who are offering to “share” copyrighted music files. The networks
could not work if this were not the case. Given the huge number of
P2P users, we use software to search the network for infringing files,
similar to the way other users search the network.

When we file a “John Doe” lawsuit against an individual engaged
in illegal file sharing, we have no personal information about that
individual. The complaint is filed against the Internet account holder,
who is anonymous to us at the time. So anyone—and everyone—
engaged in music theft is at risk for a lawsuit.

Bottom line: The best way to avoid “being caught” is to abide by
the law. With all the exciting legal options available to fans, there are
plenty of easy, affordable ways to get music online and do so legally.

The RIAA and College Students
Why has the RIAA chosen to specifically pursue university students?

First of all, it’s important to remember that anyone engaged in
music theft is at risk for a lawsuit.

That said, the piracy habits of college students remain especially
and disproportionately problematic—despite real progress by the
music industry on other fronts. According to some recent surveys,
more than half of the nation’s college students frequently download
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music and movies illegally from unlicensed P2P networks. That’s a
statistic we just cannot ignore.

As a result, we have stepped up our efforts to address college piracy
across the board by significantly expanding our deterrence and edu-
cation programs, continuing our push for legal music offerings on
campuses, and advocating technological measures that block or curb
piracy on college networks.

We know that college students are some of the most avid music
fans. That’s great news. The music habits and customs they develop
now are likely to stay with students for life. Therefore it’s especially
important for us to educate them about the law; the harm suffered
by musicians, labels and retailers alike when music is stolen; and the
great legal ways to enjoy music online. Like students, we are huge fans
of music and want to see a music community capable of developing
exciting new bands.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author uses a question-and-answer format to present

its argument. Do you think this is an effective technique?
Does the format make the article more or less persuasive?
Why or why not?
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Viewpoint

4

“Rather
than put all
this time
and effort
into suing
potential
customers, it
sure would
be nice if
the music
industry
could offer a
system that

everybody
liked.”

Lawsuits Are
the Wrong Way
to Stop Illegal
Downloading

John Gruenfelder

In the following article author John
Gruenfelder details the ways the Recording
Industry Association of America (RIAA)
targets college students suspected of illegally
sharing copyrighted music files. He admits
that file sharing is widespread on campus
but disagrees with the methods the RIAA
has been using to combat the practice. He
argues that its lawsuits resemble extortion
more than a reasonable effort to stop file
sharing. Such tactics do not solve the prob-
lems and only serve to alienate potential
customers, he writes. Gruenfelder is a col-
umnist for the Massachusetts Daily Collegian,
the student newspaper of the University of
Massachusetts.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. According to the article, what university had the sixth-highest
number of file sharers in the country?

John Gruenfelder, “Not the Right Way, RIAA,” The Daily Collegian, March 5, 2007. © 2007 The Daily

Collegian. Reproduced by permission.
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2. According to the author, what is a typical fee for pre-lawsuit
settlements offered by the RIAA?

3. What point does Gruenfelder make about the cost of down-
loaded music as compared to that of a CD?

he good people at the Recording Industry Association of

America (RIAA) are redoubling their efforts against col-

lege students. As a recent article in the Massachusetts Daily
Collegian described, the RIAA has launched a new lawsuit and aware-
ness campaign aimed at stopping college students from illegally shar-
ing copyrighted music files via campus networks.

I€’s no secret that file-sharing is widespread on campuses. A recent
report released by the Associated Press even indicated that the
University of Massachusetts has the 6th highest number of file shar-
ers in the country. This sort of activity is, of course, illegal, and yet
the means by which the RIAA attempts to combat this problem are
nothing short of criminal themselves.

The RIAA’s chief tactic is to search for file sharers on the Internet
and, once identified, sue them for copyright infringement. “Identified”
is used rather loosely here, however, [as] most of these lawsuits are filed
against John Does [users of a particular Internet service provider (ISP)
who have yet to be identified] pending some actual form of personal
identification. Relatively few of these cases actually go to trial because,
once identified, many people choose to settle out of court. There are
many reasons why an accused person might do this even when inno-
cent, the primary one being that the RIAA’s settlement amount is
lower than what attorney fees might be.

Pre-Lawsuit Settlement Letters

The RIAA’s latest college push has a new twist to it: pre-lawsuit settle-
ment letters. That’s right; the RIAA will now kindly inform you via
letter that you may settle for a “discounted rate before a lawsuit is ever
filed.” Not only that, but thanks to the RIAA’s new Web site, www
.p2plawsuits.com, you can admit guilt and pay your settlement fee
with a major credit card all from the comfort of home. Thirty-seven
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Brad Buckles, executive vice president for antipiracy in the RIAA, speaks at a press conference

about the association’s efforts to combar downloading piracy by suing file-sharing students.

UMass Ambherst students will be receiving these letters in the first wave
of the new campaign.

Oh, happy day. I'm not sure what to call this other than extortion.
The RIAA promises not to drag you through a lawsuit if you’ll hand
over a fee (typically on the order of $3,000-$5,000). No wonder the
RIAA is often referred to on the Internet as the “Mafia.”

As recent court proceedings have shown in UMG v. Lindor, one
of the few cases which has gone to trial, the RIAA’s evidence often
borders on the laughable. Since these cases so rarely go to trial, one
would assume that the RIAA would make every effort to win, yet the
evidence presented from the third parties they contract to find file
sharers (companies like MediaSentry) and even their own expert wit-
ness shows that very little time goes into tracking down the accused.
[t is often done automatically by software.

Here at UMass, the Office of Information Technology [OIT]
receives a steady stream of copyright infringement notices which
require a student’s network connection be shutoff. They receive as
many as 40 per day and almost all from the RIAA. The evidence
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provided to OIT is similar to that which the RIAA has presented
in court, but as they receive so many complaints, OIT is unable to
independently verify the claims. This new RIAA campaign would
seem to indicate that some of these notices will be giving way to
pre-lawsuit letters.

Fees Are “Devastating” to Students

Defending the lawsuit or paying the fee, either one would be dev-
astating to most college students. It’s important, therefore, to have
an idea of what to do if you are innocent and happen to fall into the
RIAA’s cross hairs. Regardless of how it ends, you’ll be paying money
to somebody, so get yourself a lawyer and hope the final resolution
doesn’t take too long. Being informed is important since the RIAA’s
detection methods can point the finger at the wrong person and
have done so on numerous occasions. Once you’ve been sued [your]
only recourse is to prove your innocence and that’s a very sad way to
conduct justice. If you are engaged in illegally sharing copyrighted
files, the best course of action is clearly to stop. But even if you're
not, that's no guarantee that the
RIAA won’t come knocking.

Rather than put all this time

and effort into suing potential FAST FACT
f:ustomers,. it‘ sure would be nice In 2003 the RIAA settled
if the music industry could offer a lawsuit against a twelve-
a system that everybody liked. year-old girl. She was
For starters, no more encumber- ordered to pay two thou-
ing digital rights management sand dollars.
(DRM) on music, so that you
can use the files with any portable
player. And lower prices. One dollar per song is not particularly high,
yet it also seems reasonable that the cost of a downloaded CD’s worth
of music should cost substantially less than a physically manufactured
CD, which it does not.

UMass students can get music from Ruckus [an ad-supported
online music service] for free, but even that system has substantial
flaws. You can only use Ruckus if you’re running Windows, and all
music includes Microsoft’s DRM so you can only use it on portable
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players which support it. Unfortunately, that list of players does not
include iPods, which are by far the most prevalent.

Whichever route the new RIAA strategy takes, it’s going to end
up hurting a lot of students—some guilty, some innocent. And these
tactics will continue to create ill feelings towards the music industry.
If I was trying to build a new online market, that’s the last thing I
would want.

EVALUATING THE AUTHOR’S
ARGUMENTS:

Compare this viewpoint with the previous one from the

Recording Industry Association of America (RIAA). Which
one do you feel presented a more convincing argument?

Why?
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Social
Networking
Sites Should
Pay Royalties
to Artists

Billy Bragg

“Both the

corporations
and the ki 6[8, Author Bi!ly Br.agg was inspiFed to write
the following piece after hearing that the
it seem S founder of a British social networking site
had sold his shares for $600 million. Bragg
want the use argues that since the business has reaped
4 large financial rewards, musicians who have
O‘f:OZ”" qpusic provided content for the site should share
wzthout in those rewards. He discounts the claim
b aving o0 thal:l'nc?tw.ogking sitesh pay rél-usiciar_ls in fiee
publicity; he notes that radio stations also
pay ﬁr it.”’ provide publicity, but they still pay royal-
ties to artists. As technology continues to
change, he writes, new ground rules have to
be established. Bragg is a noted songwriter,

musician, and activist.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. According to Bragg, what was the membership of Bebo.com
after just two years?

Billy Bragg, “The Royalty Scam,” The New York Times, March 22, 2008. Copyright © 2008 by The New
York Times Company. Reproduced by permission.
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2. According to Bragg, what did Bebo cofounder Michael Birch
say regarding the relationship he wanted Bebo to have with art-
ists?

3. According to the author, what is the first legal agreement some
new musicians will enter into?

ast week [March 2008] at South by Southwest, the rock music

conference held every year in Austin, Tex., the talk in hotel

lobbies, coffeeshops and the convention center was dominat-
ed by one issue: how do musicians make a living in the age of the
Internet? It’s a problem our industry has struggled with in the wake
of the rising popularity of sharing mp3 music files.

Our discussions were brought into sharp relief when news reached
Austin of the sale of Bebo.com to AOL for a staggering $850 million.
Bebo is a social-networking site whose membership has risen to 40 mil-
lion in just two years. In Britain, it ranks with MySpace and Facebook
in popularity, although its users tend to come from a younger age group.

Estimates suggested that the
founder, Michael Birch (along with
his wife and co-founder, Xochi),

F AST F ACT walked away with $600 million for

his 70 percent stake in the com-
pany.

I heard the news with a par-
ticular piquancy, as Mr. Birch has
cited me as an influence in Bebo’s

In September 2008
MySpace announced that
they would offer their users
free access to hundreds of

thousands of songs from
major labels. The songs attitude toward artists. He got in

can only be played while touch two years ago after I took
users are on the Internet, MySpace to task over its propri—

and listeners who wish to
download will be directed
to Amazon.com.

etary rights clause. I was concerned
that the site was harvesting residual
rights from original songs posted
there by unsigned musicians. As a
result of my complaints, MySpace
changed its terms and conditions to state clearly that all rights to mate-
rial appearing on the site remain with the originator.
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A few weeks later, Mr. Birch came to see me at my home. He
was hoping to expand his business by hosting music and wanted my
advice on how to construct an artist-centered environment where
musicians could post original songs without fear of losing control
over their work. Following our talks, Mr. Birch told the press that
he wanted Bebo to be a site that worked for artists and held their
interests first and foremost.

Should Royalties Be Paid to Artists?

In our discussions, we largely ignored the elephant in the room: the
issue of whether he ought to consider paying some kind of royalties to
the artists. After all, wasn’t he using their music to draw members—and
advertising—to his business? Social-networking sites like Bebo argue
that they have no money to distribute—their value is their membership.

Time Spent by Britons Monthly

on Social Networking Sites

Rank Social Network Time per Person

3hs 06ms

Facebook 2hs 32ms

MySpace 1h 25ms

10

LinkedIn

Taken from: Nielsen/NetRatings, September 25, 2007.
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Billy Bragg is an accomplished musician and songwriter who believes that social networking
sites like MySpace and Bebo should pay artists royalties because they are making money off
artists’ efforts without paying for them.

Well, last week Michael Birch realized the value of his membership.
I’m sure he’ll be rewarding those technicians and accountants who
helped him achieve this success. Perhaps he should also consider the
contribution of his artists.

The musicians who posted their work on Bebo.com are no differ-
ent from investors in a start-up enterprise. Their investment is the
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content provided for free while the site has no liquid assets. Now that
the business has reaped huge benefits, surely they deserve a dividend.

What's at stake here is more than just the morality of the market.
The huge social-networking sites that seek to use music as free content
are as much to blame for the malaise currently affecting the industry
as the music lover who downloads songs for free. Both the corpora-
tions and the kids, it seems, want the use of our music without having
to pay for it.

Royalty Rules Should Apply to the Internet, Too
The claim that sites such as MySpace and Bebo are doing us a favor
by promoting our work is disingenuous. Radio stations also promote
our work, but they pay us a royalty that recognizes our contribution
to their business. Why should that not apply to the Internet, too?

Technology is advancing far too quickly for the old safeguards
of intellectual property rights to keep up, and while we wait for the
technical fixes to emerge, those of us who want to explore the oppor-
tunities the Internet offers need to establish a set of ground rules that
give us the power to decide how our music is exploited and by whom.

We need to do this not for the established artists who already have
lawyers, managers and careers, but for the fledgling songwriters and
musicians posting original material onto the Web tonight. The first
legal agreement that they enter into as artists will occur when they
click to accept the terms and conditions of the site that will host their
music. Worryingly, no one is looking out for them.

If young musicians are to have a chance of enjoying a fruitful career,
then we need to establish the principle of artists’ rights throughout
the Internet—and we need to do it now.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author has a personal involvement with this story,

both as a musician and as someone who was in early talks
with Bebo on how to involve musicians. How do these
credentials strengthen or weaken his argument?
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Viewpoint

6

“I[The record
labels’]
Mission is to
turn more of
the growing
number of
streams,
copies and
downloads
into pounds
and pence to
share across
the value
chain.”

Social
Networking
Sites Should
Not Pay

Royalties to
Artists

Geoff Taylor

The following viewpoint is a response to the
widening popularity of musicians’ online
presence and these artists’ use of alternative
models of generating revenue. Geoff Taylor
contends that the most secure way to ensure
an artist’s success, both to begin selling in
the music industry and to stay selling in the
music industry, there is no other way to
generate revenue other than the traditional
methods of record labels. This, according to
the author, would include social networking
sites or other online endeavors that would
pay artists for their music. Taylor believes
the Internet should be used as another land-
scape for record labels to effectively mone-
tize on behalf of the benefit of artists. Geoff
Taylor is the chief executive of the BPI
(formerly known as British Phonographic

Geoff Taylor, “Tunes of Change,” New Statesman, November 6, 2007. Copyright © 2007 New Statesman, Ltd.

Reproduced by permission.
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Industry), an organization that represents the British recorded music

business.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. According to the author, why would “new distribution models”

only work successfully when artists like Madonna or Prince use

them?

2. According to the author, why have the services that record
labels offer to an artist become more important?

3. What other capabilities does the author present that he believes
are “essential” for an artist? Why are these capabilities so impor-

tant for the artist?

here is no doubt that the recording industry is going through

a period of unprecedented change. The very foundation upon

which our business is built—the ability to generate income
from the artists of today to invest in the artists of tomorrow—is being
threatened by widespread copyright theft.

There Is No Alternative to Traditional

Record Label Business

Operations such as that against the illegal OiNK service represent just
one part of how our industry is successfully managing the challenges of

the digital age. There is no magic
bullet to eradicate copyright theft
and no single anti-piracy action
or business model will change the
world. Even so, our mission is to
turn more of the growing number
of streams, copies and downloads
into pounds and pence to share
across the value chain.

Some have suggested that a

Fast FacT

According to MySpace, the

top music genre on its site
is hip-hop, with over 2.5
million acts onboard.

larger issue for industry is the ability of artists such as Radiohead to
seek alternative distribution channels. But there is in fact nothing
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The author argues that social networking sites like MySpace should not pay artists royalties
because they help promote the artists’ music.

new in established artists setting up their own record label—Prince,
Simply Red, Oasis, The Beatles, and Led Zeppelin have done the
same thing in the past.

But what the new distribution models recently adopted by the
Charlatans, Madonna, Prince and others have in common is that
they generate revenue streams that are far less vulnerable to copyright
theft: with recordings being used to drive the sales of concert tickets in
the case of Madonna, or as a promotional vehicle to claim a share of
newspaper income in the case of Prince. And models such as these are
only practical for well-known artists who have built up large fanbases
after years of marketing and investment by record labels.

The bottom line is that no-one is offering an alternative to the core
business model of a record label—investing in unknown artists on
the basis that they will generate income in the future. To cover their
investments in new music, record labels are seeking to earn income
from a wider range of artists’ revenue streams.
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Lines are blurring between the traditional record label and other
music companies. While opportunities arise for others to enter the
record business, record labels are developing broader business models
to generate income from revenue streams outside recorded music.

Record Labels Offer Much More to Artists

The many services that a record label offers to an artist have become
more important as media channels proliferate. In addition to their tra-
ditional expertise in international physical distribution and marketing,
labels have networks of relationships to collect licensing income glob-
ally to remunerate artists, music publishers and other rightsholders.
The back catalogues and broad portfolios of larger record compa-
nies give them negotiating power in striking deals that can benefit all
the artists on their roster, while digital channels are opening up many
new opportunities to promote acts across a multiplicity of online

Royalties Paid by Broadcast Music Inc. (BMI) to

Songwriters, Composers, and Music Publishers
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channels and exploit catalogue more effectively than has been possible
through physical retail.

Labels are also well-placed to generate new income from brand
partnerships and synchronisation. These capabilities are essential for
artists trying to build a long-term career.

The Online World Must Work

Together with Record Labels

The BPl is at the forefront of the industry’s efforts to ensure that there
is a fair financial return for artists and those who invest in creating
new music. We believe the prevalent culture of online copyright theft
will be curbed through a combination of consumer education, new
business models, more robust action by ISPs against online copyright
theft and stricter enforcement by industry and government.

We believe that the internet will become an environment in which
creativity can be effectively monetised, as our society, economy and
culture has too much to lose if we do not ensure that creators are
rewarded.

We do not need to convince anyone of the emotional value of the
music they love, but if the record industry is to reach its potential
online, we must succeed in our mission to convince new industry
partners, policy makers and consumers that an online and mobile
ecosystem in which music is respected and valued is in the interest
of everyone.

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author is an executive officer for an organization that
supports record labels. How do you think his position influ-

ences his argument? What are the author’s major points?
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Viewpoint Webcasters

7 Need to Pay
Fair Royalties

John Simson

In the following viewpoint John Simson
argues that Internet radio stations, also
called Webcasters, need to pay fair royalty
rates. The author traces the short history of
Internet royalty rate battles and the creation
“This text has been suppressed  of the Copyright Royalty Board (CRB), a
due to author restrictions” group formed to set fair rates. Thus far, the
CRB has not found a solution acceptable to
both Webcasters and artists’ representatives.
Simson writes that efforts at fairness have
been hindered because large Webcasters
have formed lobbying groups under the
guise of trying to help small Webcasters,
when in fact they are just representing their
own corporate interests. Simson is the exec-
utive director of SoundExchange, an orga-
nization that collects and distributes royal-
ties on behalf of the recording industry.

AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. Who makes up the Copyright Royalty Board (CRB)?
2. Name three large corporations who are in the Webcasting business.
3. According to the author, under CRB terms, how much would a
Webcaster pay per month in royalties for a consumer who listens
forty hours per month?

John Simson, “The Internet Radio Follies,” Business Week, May 11, 2007. Copyright © 2007 by McGraw-Hill,
Inc. Reproduced by permission.
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“This text has been suppressed
due to author restrictions”

Fast FACT

In July 2008 free Internet
radio station Last.fm

announced that it would
begin compensating
unsigned artists with a per-
centage of ad revenue.

“This text has been suppressed
due to author restrictions”
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Millions

“This text has been suppressed
due to author restrictions™

Actual and Projected Internet Radio Listeners

This graph shows actual numbers of Internet radio listeners through
2007 and projected numbers for 2009 and beyond.
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Independent Internet radio stations successfully lobbied Congress to create the Copyright
Royalty Board in 2002.

“This text has been suppressed
due to author restrictions”
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“This text has been suppressed
due to author restrictions”

EVALUATING THE AUTHOR’S
ARGUMENTS:

The author is the executive director of an organization
that stands to benefit from higher Internet radio royalty

rates. In your opinion, does this lessen the power of his
argument, strengthen it, or have no effect?

What Should the Rules Be for Downloading Music and Paying Artists? 121



Viewpoint

8

“The new

royalties
themselves
don’t sound
like much

. . . but they
represent

a stunning
increase

for small
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and non-
commercial
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webcasters.’

High Royalty
Payments

Will Put
Webcasters
Out of

Business

Jon Healey

In the following viewpoint Jon Healey
discusses the continually shifting rules on
royalty rates for Webcasters and how these
rules affect different Webcasters in differ-
ent ways. The royalty rates are affordable
for large broadcasters with large subscriber
bases and advertising revenue, but, he writes,
larger royalty rates could put many smaller
Webcasters out of business. He cites the case
of Internet radio station Live365, which
could be faced with royalty rates that are
higher than 100 percent of the company’s
revenue. The matter is further complicated
because record labels do not want to put
smaller Webcasters out of business as they
provide sorely needed exposure for little-
known independent musicians. Healey is
an editoral writer for the Los Angeles Times.

Jon Healey, “Battle Royalty,” Los Angeles Times, June 11, 2007. Copyright © 2007 Los Angeles Times.

Reproduced by permission.
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AS YOU READ, CONSIDER THE FOLLOWING QUESTIONS:
1. How much did SoundExchange collect in Webcasting royalties
in 2006, according to the article?
2. What percentage of songs heard on Internet radio are from
independent labels?
3. Name three large Webcasters that are, according to the author,
among SoundExchange’s main targets for royalty collection.

services sent a letter to every member of Congress, warning

that new royalty rates for online radio broadcasters “will cause

immediate bankruptcy of the majority of the Internet radio industry”
on July 15, the day they take effect.

The new royalties themselves don’t sound like much—for an all-

[In June 2007], top executives from four popular online radio

music station, less than 1.8 cents per listener per hour this year, rising
to 3 cents in 2010—but they represent a stunning increase for small
and non-commercial webcasters, as well as firms offering a wide array
of customized channels.

Opponents of the new rates have trotted out a number of hor-
ror stories and absurdities to challenge the copyright royalty judges’
reasoning. SoundExchange, which represents labels and performers,
collected about $18 million in webcasting royalties [in 2006], and a
total of $53 million since 1998. But the new minimum fee of $500
per channel would force three webcasters that offer thousands of
customized channels—RealNetworks, Yahoo and Pandora—to cough
up $1.15 billion per year, according to attorneys for the companies.

Meanwhile, the judges’ decision to charge all commercial web-
casters a flat fee per song performed, with the new rates applying
retroactively to last year’s transmissions, spells doom for some pop-
ular stations with limited advertising sales. Pressured by Congress,
SoundExchange negotiated a deal with small commercial webcasters
in late 2002 that allowed them to pay as little as 10% of their gross
revenue in royalties, with a minimum of $2,000 a year. Although the
deal expired in 2005, small webcasters continued to pay a percentage
of their revenues while waiting for new rates to be set. Mark Lam,
chief executive of webcasting aggregator Live365, said a handful of
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Len and Nora Peralta Webcast their radio show from their home in Lakewood, Ohbio. The
author argues that excessive royalties will put stations like the Peraltas’ out of business.

webcasters on his network who had paid the minimum now owe tens
or even hundreds of thousands of dollars in royalties for 2006 and the
first half of 2007. If forced to pay, they could lose their homes, Lam
said, adding, “It’s unfathomable.”

A Familiar Battle for Webcasters

Truth be told, “unfathomable” doesn’t really apply to the webcasters’
situation because they’ve been through this kind of drama before. In
2002, a federal panel set royalty rates for webcasters at more than 2
cents per listener per hour for commercial, Web-only stations, retro-
active to 1998. Although the Librarian of Congress later cut the rate
in half, many webcasters still pulled the plug because they couldn’t
afford to pay the fee. The online radio industry ran to Capitol Hill,
persuading Congress that the expensive royalty-setting process had
been unfair to small webcasters who couldn’t afford to plead their case.
The result was the Small Webcaster Settlement Act, which opened the
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door for SoundExchange to strike the percentage-of-revenue arrange-
ment with small commercial webcasters and offer a discounted set of
fees for non-commercial stations.

The basic problems here include a royalty-setting process that pro-
motes brinkmanship. Many labels and artists, particularly the inde-
pendent ones not affiliated with the Recording Industry Assn. of
America, see webcasters as critical alternatives to over-the-air stations,
whose shrunken playlists leave little room for new or lesser-known
artists. Unlike the major-label-dominated airwaves, 30% or more of
the tunes heard on Internet stations are from indies. (That estimate is
based on royalties collected by SoundExchange, so it almost certainly
understates the difference between over-the-air playlists and online
ones because small webcasters often fail to report what they play.)
Yet negotiators for the labels have been reluctant to strike discounted
royalty deals with small-fry webcasters because of the precedent they
could set—not just for larger webcasters, but also for satellite and
cable-TV music services.

It’s worth noting that two months after the Copyright Royalty
Board set the new royalty rates, SoundExchange offered to extend
the existing discounts for small webcasters (a move that may or
may not spare the webcasters on Live365’s network, depending
on the limit SoundExchange places on audience size). “Artists
and labels are offering a below-
market rate to subsidize small
webcasters because Congress has

made it clear that this is a poli- FAST FACT

cy it desires to advance, at least Satellite and cable radio
for the next few years. We look stations pay about half the
at it as artists and labels doing royalty rate that Internet
their part to help small opera- stations are required to pay.

tors get a stronger foothold,”
SoundExchange executive direc-
tor John Simson said.

In a recent interview, Simson said SoundExchange has also offered
to extend the discounts enjoyed by non-commercial webcasters.
SoundExchange’s main target is the limited number of large webcast-
ers with strong advertising or subscriber revenues, such as AOL, Yahoo
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and RealNetworks. More than 80% of the royalties paid last year came
from 10 webcasters, SoundExchange reported; by contrast, all small
webcasters combined paid only 2% of those fees.

A Difference in Philosophies

At the same time, there’s a fundamental philosophical difference
between some webcasters (and their listeners), who feel they are entitled
to play the songs they love online, and many in the music industry,
who think webcasting should be open only to those who can afford to
pay a certain level of royalties. Simson defends charging a $500 mini-
mum even for amateurs and non-commercial webcasters, noting that
fishermen and golfers spend more per year to pursue their hobbies. Ben
Newhouse, editor of the online trade magazine RoyaltyWeek, noted that
the 2006 royalty rates amount to about $6.50 per listener per year,
based on a Bridge Ratings report that the average listener consumes
more than 470 hours of Internet radio annually. “Can anyone objec-
tively state it is unreasonable for copyright owners to charge $6.49 for
the right to broadcast 473.2 hours of music? $6.49 is a Happy Meal,”
Newhouse wrote.

Clearly, with CD sales in free fall, the music industry’s longstand-
ing interest in the promotional value of radio is giving way to its
hunger for new revenue streams. Labels and artists are even pushing
to collect royalties from over-the-air stations, which have long been
exempted (they pay royalties only to songwriters).

Still, the industry has to be careful here because the new webcasting
royalty rates would not only raise the barriers to entry but also rule out
some business models. In particular, the new minimums are lethal to
free webcasters such as Pandora, which use the unique capabilities of
computers and the Web to match listeners with customized online
channels. They improve radio programming by narrowcasting instead
of broadcasting—offering multiple stations with niche appeal, rather
than pitching more broadly palpable fare to the masses. Such services
bring badly needed exposure to obscure genres and artists, overlooked
releases and older material.

The biggest risk for the music industry is that the higher mini-
mums and rising rates could trigger the kind of consolidation that

The Music Industry



Changing Royalty Rates for Independent

Internet Radio Broadcasters

The following chart shows old royalties versus new Copyright
Royalty Board (CRB) royalties.
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Taken from: Radio and Internet Newsletter, June 2007.

has made over-the-air radio a no-fly zone for all but a fraction of
the tracks released on CD. Such consolidation would almost cer-
tainly reduce the diversity of music online, which runs contrary
to the needs of most artists and labels as well as the public’s inter-
est. Look at Live365 as an example. According to spokesman Rod
Hsiao, more than two-thirds of the songs played by the broadcast-
ers aggregated there come from indie acts and record companies.
That makes Live365 valuable to a broad swath of the music indus-
try, even if it’s not especially helpful to the major record companies
whose acts dominate commercial radio. But Live365, which paid
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$1.3 million in royalties last year, is looking at a revised bill of
$4.7 million under the new rules. That’s more than 100% of the
company’s radio-related revenues, Hsiao said, adding, “it would be
better for us not to play music.” That doesn’t sound like a Happy
Meal for anybody.

EVALUATING THE AUTHOR’S
ARGUMENTS:

Find a particularly compelling point that the author

makes. What are the aspects that make it such a strong
argument? Is it a matter of compelling facts, a persuasive
style, or something else?
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Facts About the Music Industry

Editor’s note: These facts can be used in reports or papers to reinforce
or add credibility when making important points or claims.

Music Sales in 2007

* According to the RIAA, in 2007, 500.5 million albums in the form
of CDs, cassettes, LPs, and other formats were purchased, down 15
percent from 20006.

* During the same period, the number of digital tracks sold rose 45
percent to 844.2 million.

* The majority of music, 82 percent, was sold as full-length albums; of
those less than 1 percent was sold as vinyl LPs.

* The biggest buyers of music were people aged forty-five years and older.

* The largest percentage of music—29 percent—was sold through a
store other than a record store. Twelve percent of music was sold
through a record club, and about 2 percent was sold through a TV,
newspaper, magazine ad, or toll-free number.

* Women bought slightly more music than men (50.8 percent vs. 49.2).

Who Gets the Money?
On a typical major-label release costing $15.99, the money is split
in this way:
* 17¢ to musicians unions
* 80¢ to packaging and manufacturing
* 82¢ to publishing royalties
* 80¢ to retail profits
* 90¢ to distributions
* $1.60 to artist royalties
* $1.70 to profit for the label
* $2.40 to marketing and promotion
* $2.91 to label overhead
* $3.89 to retail overhead

Facts About the Music Industry
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Music and the Internet

* As of January 2008 there were over 8 million bands and artists
on MySpace.

* Amount in U.S. dollars that MySpace paid musicians for their
songs: 0.

* Eighty-seven percent of musicians report that they promote,
advertise, or display their music online, and 83 percent provide
free samples or previews of their music on the Internet.

* Sixty-nine percent of musicians say they sell their music online.

* On CD Baby, an online record store for independent acts, musi-
cians make between $6 and $12 an album. Since 1998, 150,000
artists have sold over $65 million of music on the site.

* As of 2008 iTunes had sold more than 4 billion songs, which
constituted 70 percent of all downloaded music sales.

e iTunes is installed on nearly 30 percent of computers worldwide.

Illegal Downloading and Lawsuits

* From 2003 to 2008 the RIAA filed twenty thousand lawsuits
against people for illegally downloading music.

* The pre-litigation settlement costs for such cases are between
three thousand and five thousand dollars.

* In 2008 a Bronx woman settled a case with the RIAA after she
admitted to illegally downloading songs on the file-sharing site
Kazaa. She was fined $6,050 for downloading eight songs, or
about $756 per song. Among the artists she downloaded were
the Eagles, Sade, and Lenny Kravitz.

* Amount the Copyright Act allows, per track, as a fine for illegal
downloading: $150,000.

* Only one RIAA file-sharing case has gone to trial. The case
involved twenty-four stolen tracks and resulted in a fine of
$222,000, or $9,250 per track.

Quick Tracks
* Between radio, CDs, and music videos, the average young person
listens to three to four hours of music a day.
* Teens fifteen to nineteen years old buy about 12 percent of music

sold.
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* The top-selling genre of music is rock.

* The five top-selling albums of all time are: 1. Eagles, Their Greatest
Hits, 1971-1975, Eagles. 2. Thriller, Michael Jackson. 3. Led
Zeppelin IV, Led Zeppelin. 4. The Wall, Pink Floyd. 5. Back in
Black, AC/DC.

* Since 2005 the video game Guitar Hero has sold 20 million
copies.

* The game publishers pay record labels about ten thousand dollars
to re-record a song for the game and about twenty-five thousand
dollars to use the original.

* Sales of the 1970s-era Aerosmith song “Same Old Song and
Dance” jumped 446 percent after it appeared on Guitar Hero 3.

Facts About the Music Industry
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Organizations to Contact

The editors have compiled the following list of organizations con-
cerned with the issues debated in this book. The descriptions are
derived from materials provided by the organizations. All have pub-
lications or information available for interested readers. The list was
compiled on the date of publication of the present volume; the infor-
mation provided here may change. Be aware that many organizations
take several weeks or longer to respond to queries, so allow as much
time as possible.

Alliance of Artists and Recording Companies (AARC)
700 N. Fairfax St., Ste. 601

Alexandria, VA 22314

(703) 535-8101

fax: (703) 535-8105

e-mail: contact@aarcroyalties.com

Web site: http://aarcroyalties.com

AARC is a nonprofit organization representing featured artists and
recording companies, in the areas of home taping/private copy royalties
and rental royalties. AARC was formed to collect and distribute Audio
Home Recording Act of 1992 (AHRA) royalties to featured recording

artists and sound recording copyright owners.

American Federation of Musicians of the
United States and Canada (AFM)

1501 Broadway, Ste. 600

New York, NY 10036

(212) 869-1330

fax: (212) 764-6134

e-mail: presoffice@afm.org

Web site: www.afm.org

AFM represents the interests of professional musicians. The organi-
zation negotiates agreements, seeks to protect ownership of record-
ed music and secure benefits such as health care and pensions,
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and lobbies legislators. AFM publishes the magazine International
Musician.

American Society of Composers, Authors,
and Publishers (ASCAP)

1 Lincoln Plaza

New York, NY 10023

(212) 621-6000

fax: (212) 724-9064

toll-free: (800) 952-7227

e-mail: info@ascap.com

Web site: www.ascap.com

ASCAP is a membership association of more than 330,000 U.S. com-
posers, songwriters, lyricists, and music publishers. ASCAP protects
the rights of its members by licensing and distributing royalties for the

nondramatic public performances of their copyrighted works. ASCAP
publishes the ASCAP Advantage.

Electronic Frontier Foundation (EFF)
454 Shotwell St.

San Francisco, CA 94110-1914

(415) 436-9333

fax: (415) 436-9993

e-mail: information@eff.org

Web site: www.eff.org/about/contact

EFF is a small, grassroots legal advocacy nonprofit supported by mem-
ber contributions. The organization specializes in cases in which it
can help shape law in the areas of digital freedom, including more
consumer-friendly file-sharing rules. Its Web site offers a blog with the
latest news of the “electronic frontier.”

Future of Music Coalition (FMC)
1615 L St. NW #520

Washington, DC 20036

(202) 822-2051

e-mail: summit@futureofmusic.org
Web site: www.futureofmusic.org

The Future of Music Coalition is a not-for-profit collaboration
between members of the music, technology, public policy, and
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intellectual property law communities that seeks to bring together
diverse voices to identify and find creative solutions to the new
challenges of technology. The FMC publishes articles and generates
research on the music industry. The coalition publishes the FMC
Neuwsletter.

International Webcasting Association (IWA)
4206 F Technology Ct.

Chantilly, VA 20151

e-mail: info@webcasters.org

Web site: www.webcasters.org

The IWA is the largest worldwide nonprofit trade organization dedicat-
ed to the growth and development of Webcasting and streaming media
over the Internet and other networks. The IWA offers its members
networking, information, and business assistance. The organization

publishes the /WA News.

Just Plain Folks Songwriting/Musician Networking Organization
5327 Kit Dr.

Indianapolis, IN 46237

e-mail: justplainfolks@aol.com

Web site: www.jpfolks.com

Just Plain Folks is a networking group for people in the music industry,
including musicians, journalists, and retailers. The organization facili-
tates online networking as well as face-to-face meetings. Its Web site
offers a member database, blog, and news about the music industry.

National Music Publishers’ Association (NMPA)

101 Constitution Ave. NW, Ste. 705 E

Washington, DC 20001

(202) 742-4375

fax: (202) 742-4377

e-mail: pr@nmpa.org

Web site: www.nmpa.org

The NMPA is the largest U.S. music publishing trade association. It
represents its members to protect their property rights on the legisla-

tive, litigation, and regulatory fronts. NMPA publishes the newsletter
NMPA News and Views.
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The Recording Academy

3402 Pico Blvd.

Santa Monica, CA 90405

(310) 392-3777

fax: (310) 399-3090

e-mail: memservices@grammy.com
Web site: www.grammy.com

The Recording Academy’s mission is “to positively impact the lives of
musicians, industry members and our society at large.” The group’s
work focuses on advocacy, music education, and philanthropy. The
Recording Academy is also known for presenting the Grammy Awards.
The group publishes Grammy magazine.

Recording Industry Association of America (RIAA)
1025 F St. NW, 10th Floor

Washington, DC 20004

(202) 775-0101

Web site: www.riaa.com

The RIAA is the trade group that represents the U.S. recording indus-
try. The organization protects the intellectual property rights of artists
and is the official certification agency for gold, platinum, and mul-
tiplatinum sales awards. RIAA publishes the newsletter Fast Tracks.

Songwriters Guild of America (SGA)
209 Tenth Ave. South, Ste. 321
Nashville, TN 37203

(615) 742-9945

fax: (615) 742-9948

e-mail: nash@songwritersguild.com
Web site: www.songwritersguild.com

SGA is a songwriters’ association that advocates on issues of impor-
tance to songwriters and the music industry in general, including home
taping, derivative rights, authors’ moral rights, and infringement of
royalty payment due to digital/Internet piracy. The group works on
lobbying, talking with the media, and negotiating and coordinating

with other industry groups. SGA publishes the newsletter Songwriters
Guild of America.
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