


Conclusion

The Bilious Stew of the Music Business
at the Turn of the Millennium—and
Hope for Deliverance

“THE RECORD industry has come back, bigger and better than ever.
... It has been on the verge of disaster . . . but each time the sob-
bing requiems were premature.” It sounds like something someone
could have written in 1983 or the early 1970s, or even last week,
but actually it comes from a New York Times article circa 1942.
People have predicted the death of the record business since its
formation. And it’s been true every time. The music business con-
sistently demonstrates the resilience of Mr. Bill or Gumby—you
can crush it, reshape it, twist it, but somehow it always manages
to survive, largely due to one truism: music is not going away. Peo-
ple will always want music, and they will get it, whether it involves
commerce or not.

The record business is not the music business. People made
money with music thousands of years before Edison conceived of
storing sound, and will continue to make money with music thou-
sands of years hence, until the concept of money itself becomes
quaint (come the grand and glorious revolution). And consider-
ably more will make music just for the sheer pleasure of it, as
they’ve done pretty much since humankind could call itself that.
It bears repeating: music is one of the hallmarks of humanity.
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I suspect, however, that until the revolution comes and money
becomes irrelevant, people will continue earning money by mak-
ing and marketing music, one way or another. In the short term,
this will require making music better or marketing oneself better
or just, for whatever reason, being more appealing to a wider audi-
ence. The good news for musicians and audiences is that the
potential for more people to make a living appealing to their own
niche is greater now than at any time before. Thanks largely to
the rise of communications technologies that allow instant access
to information from anywhere on the planet, we grow closer and
closer to Marshall McLuhan’s “global village” with every passing
day. Musicians and marketing people are beginning to use these
resources to reach their audiences, thinking locally, but also think-
ing globally. With over six billion people on the planet, finding
60,000 or 600,000 or even six million who like a particular sound
shouldn’t be that hard. However, as the technology exists today,
audiences still have to meet them halfway.

This is a problem, as audiences have become spoiled. In this
era of fast food, instant access, and media on demand, people have
gotten used to having music dropped into their lap by radio,
MTYV, friends’ recommendations, etc. Musicians and marketers
need to figure out ways to painlessly bring the music to this audi-
ence that don’t involve the traditional mass methods of dissemi-
nation that have simply stopped working efficiently. The process
has already begun, and I expect it to snowball as more and more
people invent newer and better methods for getting music to the
people who need to hear it.

More years ago than I care to think about, my buddy and col-
league Dave Sprague told me that rock was dead in the same sense
that jazz was dead: both have broken off into offshoots and muta-
tions. It’s all a bunch of hybrid styles or substyles—punk rock,
emo, jam band rock, electronica rock, death metal, heavy metal,
hard rock, folk rock, Lilith rock, etc., etc., ad nauseum. In the
process, the focus and the music may have improved, but the
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artists creating it have limited their audiences. You can’t generally
consider it a mass media anymore, because there’s neither a mono-
lithic jazz audience nor a monolithic rock audience anymore. It’s
part of the process of the music developing, of feeling itself as an
art rather than a product. Being better than everything else on
the charts doesn’t matter when it comes to art. The charts deal
in commerce, not quality. They don’t measure what sounds the
best (as if such a thing were possible), but what sells the best.

So, as I stated in the introduction, probably more great
music—music that you will like—is available today than at any
other time. Surely something released among the over 60,000
albums that came out the year before I wrote this will appeal to
you, even if you’re just one of 50 or 100 people who appreciate
it. The difference between now and a quarter century ago is that
now the audience has to find the scent, hunt for it, and perhaps
even dig a bit. Unfortunately, a business geared around selling mil-
lions of a thing to make a profit requires that the thing be easily
accessible.

I run into people every day who would love to sell a gazillion
records. The hip-hop artists still have an audience they can tap,
and, for the time being, enough of a monolith to mass market.
And there will always be pop stars who, for whatever reason,
incite enough excitement to become mass merchandise. But oth-
ers have started to become more realistic about the times. With
little that can be considered monolithic in music any more, music
becomes difficult for the behemoths to market. I think the fact
that only 32 albums went platinum in 2005 points to that. With
radio cutting back on the amount of music it plays, narrowcast-
ing, and programming to a lower and lower common denomina-
tor, less gets heard via that traditional avenue of musical
promotion.

I visualize the current landscape as a large, sticky funnel—any-
thing of substance sticks to the inside walls, leaving only the
thinnest, slickest stuff to find its way out, sometimes taking with
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it the odd, occasional glob of something substantial that just hap-
pens to work its way through. The rest of it doesn’t come out
through the narrow end of the funnel. To get to it, you need a
spoon.

The situation the record business finds itself in is not without
precedent. Media columnist Michael Wolff sees parallels between
the contemporary state of the record business and the earlier days
of the book publishing business. In the 1930s, young, creative
communicators aspired to write the great American novel; now
they aspire to record the next great international-hit album. Wolff
pointed to a time when Hemingway was Kurt Cobain (right down
to the shotgun), John Steinbeck was Bruce Springsteen (and now
Bruce is returning the favor—more than one person has referred
to him as Steinbeck with a guitar), and Norman Mailer was
Eminem (language, boys, language). “They made lots of money,
they lived large (and self-medicated). They were the generational
voice.”

Rock stars, Wolff wrote, once would only be happy if they sold
hundreds of thousands or millions of records, but as in the book
business, those days are waning. “Soon you’ll be grateful if you
have a release that sells 30,000 or 40,000 units—that will be your
bread and butter. You’ll sweat every sale and dollar . . . it will be
a low-margin, consolidated, quaintly anachronistic business, cater-
ing to an aging clientele, without much impact on an otherwise
thriving culture awash in music that only incidentally will come
from the music industry.”

As we’ve seen, a lot of this has already begun to happen. As
early as the 1990s, baby boomers bought more CDs than their kids,
the graying population forming the record business’s key clientele,
whether catered to or not. The low margins have made record retail
as it has existed for half a century almost untenable today. Con-
solidation has affected nearly every aspect of the business, from
retail to radio to the record companies themselves. If only 0.35 per-
cent of all records sell more than 100,000 units and 96 percent
sell less than a thousand copies, the day is swiftly coming when
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an artist will be happy with a CD that sells 30,000 copies, espe-
cially on an independent label.

The vertical integration of the record business has been break-
ing down for years, but the business would seem to have become
aware of the rust and wear on the chain only as the links started
to fall apart. The process was gradual and subtle, but eventually
the chain has to break.

The main links, the symbiosis between the radio business and
the record business, continue to break down. Radio getting free
content in exchange for giving that content free promotion had
become a public canard by the late 1950s. Nothing is free. The
music business has paid for play since long before the days of pay-
ola, perhaps even before the days of the song plugger. The busi-
ness’s own organ, the RIAA, hinted at this when it tried to justify
the cost of a CD:

Marketing and promotion costs [are]| perhaps the most expensive
part of the music business today. They include . . . promotion to
get the songs played on the radio. When you hear a song played
on the radio—that didn’t just happen! Labels make investments
in artists by paying for both the production and the promotion
of the album, and promotion is very expensive.

Some estimate that the record companies spend more than
twice as much on promotion as they do on actual recording costs.

That recording costs have remained static for the last two
decades has put the recording studios’ balls into a vise. Squeez-
ing from one side are the rising costs of competitive technology—
96- and 120-track consoles and “studio quality” digital recording
systems. Squeezing from the other side is the falling cost of com-
peting technology, the computer-based home digital recording
studio. Turning the handle is the falling revenue of the record com-
panies.

It all boils down to this: the record business reached a tipping
point, probably somewhere in the 1980s. It became just too large
to support itself, but also too large to realize how close it was to
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collapsing in on itself like a black hole. The CD saved it from hav-
ing to face this realization for another decade and a half. How-
ever, it seems slowly to have arrived at a place where expectations
exceed reality, where an album that sells 10 million copies isn’t
regarded as an anomaly but a benchmark, and everything else the
artist does subsequently needs to reflect it. So when an artist that
sells 14 million of one album “only” sells two or three million of
the next, the record business is disappointed, at best. At worst,
the company has geared up with the anticipation of huge sales that
didn’t happen. That record causes massive layoffs, and other artists
suffer from lack of resources due to the marketing and promo-
tional priority given to the star.

The record industry’s current problems started with consoli-
dation and corporatization. At one time, radio, retail, and even,
to a certain extent, the record companies themselves were mom-
and-pop operations. Chess Records passed from father to son;
Atlantic was started by a pair of music-loving brothers; Vee-Jay
was owned by a husband and wife who got the name from the
initials of their first names—Vivian and James.

Similarly, before the ownership rules were all but removed,
many radio stations and even small chains of radio stations were
family owned. As corporations consolidated ownership, they con-
solidated programming methods and even content. The stakes
became too high for the possible eccentricities of individual pro-
grammers (i.e., DJs), giving way to programming by computer.
Some stations—Internet, cable, satellite, and even broadcast—
have given up on on-the-air talent (formerly known as the disc
jockey) altogether.

The mom-and-pop independent record store still exists, but
more as the exception than the rule, a business that has discovered
a way to draw consumers that the big stores or chains don’t—by
specializing in a particular genre, or used and out-of-print records.
Even many of these stores, like show-music specialist Footlight
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Records, have decided they can better serve their audience and
themselves by giving up their physical space for cyberspace.

As the record business got sucked into the vortex of larger and
larger companies, as, more and more, a certain level of commer-
cial performance became expected and mandated, it ultimately
reached the point of diminishing returns. Reflecting the way con-
temporary society as a whole reacts in times of stress, the indus-
try took no responsibility for these diminishing returns, preferring
to blame its customers. When it came to people taping their
records for use elsewhere, or even for friends, the record compa-
nies started a campaign about home taping killing the record
business. People laughed.

Then came file sharing, and lawsuits, and suddenly no one was
laughing anymore. To date, the record industry, via the RTAA, has
sued over 16,000 customers—some say they might be (or might
have been) their best customers—for trading songs online. So far
3,000 people have settled the suits for in the neighborhood of
$5,000 each. One New York woman has spent $22,000 in legal
fees; she’s one of the few people actively challenging the deep legal
pockets of the RIAA. “The recording industry,” said a staff lawyer
with the Electronic Frontier Foundation, “has basically been able
to run this operation like a shakedown.”

The RIAA has compared the practice of downloading songs
“without permission” to shoplifting, but whose permission do the
downloaders need? Many artists, including stars like Courtney
Love and Pete Townshend, are happy to have people download-
ing songs if only to keep people listening—to use downloads, as
Wharton School of Business’s David Fader described it, the way
the movie business uses film trailers: as a preview of and promo-
tion for their music.

Unfortunately, contractually, the artists generally don’t own
these tracks. The entities whose permission the downloaders require
are the record companies themselves, and they are generally so
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scared of the new technology they didn’t invent and do not con-
trol that they won’t even consider it. “Part of the reason for the
major label decline is that there are a lot of old-school people still
running the show,” noted manager Ed Majewski.

I think their train of thought is they will/can run the system to
the ground. Basically, they are still going to do business like it
was in the *70s. But the business has changed. One would think
that they should change with the times. But why? Their mindset
is, even if they run all the bigs right into the ground, they still
can’t lose. If the big labels all were to be out of business next
week, what upstart “new model” wouldn’t want to hire a Clive
Davis or Donnie Ienner as a consultant? So there are people in
power who know, no matter what happens, their ass is safe.

So if things go the way Wolff sees them, the way of the book
business, can the record business scale back to a place where it
can sustain itself on sales of 30,000 and 40,000 and the occasional
bestseller? It would certainly take a good amount of the romance
out of it, make the record business, like the book business, only
marginally sexy. It would also require a major downsizing in the
record companies, both in actual manpower and in clout. As in
the days before the corporations descended on the record busi-
ness, the independent companies would have a bigger piece of the
pie. And due to the advances and changes in technology, in both
the production and the distribution of music, DIY artists would
likely have a much better shot at making a living with their music
and reaching the fans who actually like the kind of music they
make.

“Henceforth,” Todd Rundgren said when he announced his
A2P (artist to public) Internet subscription service, “I’'m creating
at the mercy of kindhearted fans.” Of course, Rundgren realized
that he’d been at the mercy of his fans for the previous two
decades anyway. He now just has the means to rely on their mercy
(and patronage) more directly.
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Many more artists are seeing the advantage of owning their
means of production. This doesn’t just mean the custom label deals
like Madonna’s now-defunct Maverick Records or the Isley Broth-
ers” T-Neck Records, which affiliate the artists with a major while
giving them the illusion of autonomy. The new artist-owned and
-operated labels are often companies either for artists who have
developed a following on their own through touring and can sell
CDs regionally or directly to fans along with T-shirts and other
swag at shows or on their Web site, or for the artist who has pre-
viously developed a following via releases on a major label, and
can capitalize on that following with their own label. We’ve done
the math on this and seen that they can do very well for them-
selves selling a fraction of what they sold via a major label,
because the margin of profit is so much higher.

For example, the band Hanson had a massive, chart-topping
hit with “MMMbop” in 1997 from its major label debut on Mer-
cury Records, but by the time it came to make a third album for
the label (actually for Island/Def Jam, as Mercury effectively ceased
to exist in one of the Universal Music Group consolidations and
reorganizations), the group parted ways with UMG and formed
its own independent label. This was not unknown territory for
Hanson, which had started out recording for its own DIY label
some seven years earlier. The new album, Underneath, peaked at
#25 and sold a respectable 130,000 copies. The whole four-year
adventure was captured in a film called Strong Enough to Break.

Other artists, like veteran folk-rocker Dean Friedman, do all
their business on the Web. Friedman had one fair hit in the late
1970s, a song called “Ariel” that, because it was set amid land-
marks familiar to New York suburbanites, became much bigger
in the New York metropolitan area than anywhere else, but man-
aged to go top 30 nationwide as well. His subsequent musical
endeavors didn’t go quite so well commercially, at least at home
in the U.S. He remained something of a legend in England, but
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quickly discovered that you can’t feed a family of four on legend.
He moved on to interactive design, creating games for computers
and working on the Nickelodeon TV show Arcade. When the Web
came along, he put up deanfriedman.com and suddenly his fans
had a nexus. Said Friedman:

I knew they were out there, I just didn’t have the means to reach
them or they me. The Internet allows artists and audience to
communicate directly and pass over the middlemen—the record
companies, the distributors, etc. . . . I am selling CDs directly to
these fans. I have sort of a cottage industry.

For his last CD, Friedman solicited advance sales from his
coterie of fans worldwide on the World Wide Web. He used the
funds to put together a studio and record the album. Fans that
ordered it in advance got their names in the liner notes, a cer-
tificate of thanks, and a copy of the CD.

Certain movements in music, after a short time in the major
label limelight as the next big thing, continue via artist-owned labels
or independents. The poster children for these artists are the “jam
bands” who tour incessantly, play to avid crowds in clubs and
small auditoriums, and generally fly under the radar of the main-
stream record business. Producer and label owner Vic Steffens said:

I still contend that if you watch the developments in the jam scene,
you can see that there is plenty of support for high-quality live
music. If you think groups like Widespread Panic and Moe don’t
make money, you are mistaken. These groups are not going to
tank because their last CD slipped below 500K. Not that I have
ANY problem with 500K and up of CDs. . . . It’s just not the
only way.

Many of these DIY artists have discovered that the best way
to get the word out is one contact at a time. To that end, some
have even started to eschew clubs in favor of house concerts,
where they perform for 40-80 people in a living room or family
room. “I know artists who make a living doing just that!” said
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singer/songwriter Jenny Bruce; some of her compatriots might
play 100 of these kinds of dates a year. “Yes, a living. From
$30,000 to $150,000.”

A circuit of some 300 of these “venues” has sprung up across
North America, a genuine grassroots movement, linked via the
Internet (check out houseconcerts.com). The door charge is $10
or $15 per person, most of which goes to the artist (the host serves
snacks and drinks for money). That $400-$1,200 a night is a lot
more than most artists could make in clubs. For the fans, this kind
of concert offers something that music used to be the center of:
community. Some of the homeowners who host these shows have
repeat customers, and mostly these customers are people in their
30s to 50s, that lost audience, looking for an early night out close
to home.

Those who can’t host a concert can always host a listening
party. These events take place in homes and dorms, as a means of
getting people to preorder CDs. The host gets swag—T-shirts, CDs,
concert tickets. The attendees get to hear some possibly cool music
and hang out with friends in a party atmosphere. “The best pro-
motion a band can ever get is for a fan to talk about them,” said
one band manager who uses these events to promote his bands’
releases. “If a hard-core fan will spread the word to their com-
munity of friends, that’s better than radio or MTV or anything.”

Artists have begun finding nontraditional ways to sell their
music to nontraditional niches. Tim and Ryan O’Neil, from New
Prague, Minnesota, call themselves the Piano Brothers. They have
found a niche audience of women 35 years of age and older. They’ve
sold these women over a million CDs on their own Shamrock-N-
Roll label. Having nothing to do with the traditional means of dis-
tribution, they sell their records through gift shops, grocery stores,
craft shows, and wedding boutiques.

As indie labels proliferate, they have begun to take advantage
of new media as well. In addition to selling their wares via the
traditional means to the best of their ability—hiring independent
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distributors to get them into the chains that have room for them—
they also sell them directly through their Web sites, often offer-
ing downloads as enticements or providing special deals directly
to their known customers via e-mail.

Note also that some predict that the record industry might not
merely become marginalized, but disappear altogether, Wolff’s
“quaintly anachronistic business, catering to an aging clientele,
dying out as the clientele does.” Music would still exist, of course,
but would be ancillary to things like advertisements and movies.
Recordings might still exist as stand-alone items, but in this sce-
nario they would more likely be part of marketing campaigns, like
the current one Toyota uses to promote its “youth brand,” Scion.
The company pays for the recording and production of young
artists and distributes the records to clubs and college radio sta-
tions (where the D]J is still surviving, if not always thriving) and
gives away compilations to potential customers. Companies will
use music as branding and enticement.

Some artists will have larger ambitions, and we need artists
like this. We need the Green Days of the world, the U2s, even the
Hawthorne Heights, the groups that want to reach the most peo-
ple with their music, and consequently sell truckloads of records
without compromising what makes them special. I suspect, how-
ever, these artists will become fewer and further between. When
they do build out of their niches and grow organically, to all but
the most jaded music fans, they will be welcome.

Still, the odds are that most artists who put themselves out
there won’t make it. It may be because they don’t market well,
they can’t reach their audience, or nobody appreciates the par-
ticular gift they think they might have. This, of course, is noth-
ing new; it’s as old as the music business itself. Even during the
boom time for the record business, “The turnover rate of artists
at large companies can approach 40 percent annually; that trans-
lates into a lot of broken dreams and box-loads of unsold records,”
Paul Bernstein observed in the New York Times in 1973.
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The turnover rate has grown in the intervening quarter cen-
tury, with the added twist that record company employees turn
over far more frequently, leaving artists stranded at record com-
panies without an advocate. Even major record companies face
the turnover problem—a major part of Hanson’s problems with
UMG was that while the group was away, Mercury Records ceased
to exist. Consider the fate of another UMG band, Edenstreet. They
signed with A&M in 1997 and recorded a debut album, which
was even sent out to press and radio. Three days before the album
was set to ship, UMG shut down A&M Records entirely—very
much the same way Mercury met its demise. No other UMG label
picked up Edenstreet, sending the album to the limbo of unwanted
recordings. “There are five guys sitting in Louisville,” said one of
the band members, “whose dreams have just been taken away on
a whim. And it was so close—just three days.”

The record business would seem to be entering a phase of what
Dickens might call lesser expectations. As the greater part of the
business struggles to deal with this, it trickles down to the artists
as well. Even over 200 years ago, when the U.S. Constitution was
written, its framers recognized the necessity of offering creative
people an incentive to create, “[t]o promote the progress of sci-
ence and useful arts, by securing for limited times to authors and
inventors the exclusive right to their respective writings and dis-
coveries.” The question now becomes, how little incentive is the
least for which an artist will create? At what point does an artist
have to put aside creation for the business of making a living? Are
“the useful arts” like music being “promoted” enough to ensure
that they’ll even exist on a professional level in 50 years?

The balance of art and commerce has always been a sticky
problem for the creative person. Yet, to paraphrase Mark Twain,
rumors of the record business’s death have been greatly exagger-
ated. It is a time of radical change for the record business, and
not many people are ready to step up and place their bets on the
way things will shake out. But as Steffens put it:
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At some point we are going to have to realize that the industry
is never going to be the way it was. The old deals won’t work,
the old methods of delivery won’t work. The old ways of sup-
porting companies won’t work, but music will find its way to
the consumer, if the music is worthy and the people behind it
have the desire.

“I really do believe,” Majewski added, “that these are the most
interesting times the industry has ever seen.”

And as the old Chinese curse would have it, “May you live in
interesting times.”
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