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Five are the highest new
entry in this week's
Eurochart Hot 100 sin-
gles, at number seven,
with Let's Dance (RCA).

we taller to radio
M&M chart toppers this week

Eurochart Hot 100 Singles
AGUILERA, KIM, MYA & PINK

Lady Marmalade
(MCA)

European Top 100 Albums
GORILLAZ

Gorillaz
(Parlophone)

European Radio Top 50
JENNIFER LOPEZ

Ain't It Funny
(Epic)

European Dance Traxx
ROGER SANCHEZ

Another Chance
(R-Senal/Defected/Sony)

Inside M&M this week

VINYL SOLUTION
The latest Swedish radio listen-
ing figures show a return of
interest in 1960's music. Johan
Lindstrom reports on Vinyl 95.3,
which has overtaken Rix FM in
the south of the country. Page 3

POPKOMM ROUNDUP
Popkomm has again generated its
usual amount of news and com-
ment. M&M reproduces Jean-
Marie Messier's keynote speech
and looks at copy protection, one
of the talked -about issues at the
trade fair. Pages 6-7

DIGGING FOR GOLD
Reissues and catalogue sales make

up 25% of record
company revenues.
M&M turns the spot-
light on some of the
labels and artists
involved in the
lucractive Gold mar-
ket. Pages 8-10

Messier is pressed to
play his music online
by Emmanuel Legrand & Lars Brandle

COLOGNE - Vivendi Universal (VU) is
getting ready to roll out
its music online service
Pressplay in mid -Septem-
ber with an ambitious
offer that the company's
chairman Jean-Marie
Messier says will comprise
"much more than half of
the music of the world."

A joint venture
between VU and Sony
Music, Pressplay will be
an "affiliate business model" with a
range of offerings to consumers
according to Messier, who spoke
about the service at German trade
show Popkomm, where he also deliv-
ered the keynote speech.

Pressplay will initially roll out on

the Yahoo!, MSN, and MP3.com por-
tals, but Messier said that discussions
are continuing with other potential

partners.
Messier unveiled his

views on online music for
the first time in his Pop-
komm keynote speech (see
page 7). And, in a discus-
sion with a small group of
journalists, he went on to
detail his plans for online
music.

"The first thing that
Pressplay wants to do is

allow consumers to build compilations
... and allow them to transfer their
compilations to portable devices," says
Messier, who says VU has an "aggres-
sive consumer approach."

Messier acknowledges that this
continued on page 21

EC halts CD pricing probe
by Emmanuel Legrand

BRUSSELS - It is rare for good news for
the music industry to come from Euro-
pean bureaucrats. But executives back
from their holidays were greeted with
the news that the Euro-
pean Commission has,
for the time being, sus-
pended its CD -pricing
probe.

In January the Com-
mission's competition
authority launched five
separate investigations
into the vertical rela-
tionships between the majors and retail-
ers, amid allegations of CD price-fixing.
The probe followed intensive research

'undertaken by the Commission during

the proposed EMI -Warner merger pro-
ceedings last year.

The EC points out that its investiga-
tion found that in Germany three of the
majors were "including minimum
advertised prices in certain of their co-

operative advertising
agreements," but notes
that the companies-
which are not identi-
fied by the Commis-
sion-have "subse-
quently ended these
activities." Such prac-
tices, but of a more lim-
ited scope, were also

found to be adopted by one of the
majors in Italy.

After informing the relevant nation -
continued on page 21

New research
reveals future
Internet growth
by Juliana Koranteng

LONDON - Despite the recent disrup-
tions caused by lawsuits between the
major labels and several music por-
tals, the future prospects of the online
music sector in the US and Europe
remain buoyant.

That is the conclusion reached by
US -based Jupiter Research in recent-
ly published figures.

According to the company, US con-
sumers will be spending $6.2 billion
(euros 6.8 billion) on music online in
2006 compared with $1 billion in
2001. That amounts to a staggering
520% growth in 2006, when online
music sales will represent 32% of the
total US music sales. Consumer pur-
chase of digitally -dis-
tributed music, includ-
ing downloads and sub-
scription -based services,
will account for 30% of
total online sales in
2006 compared with just
3% in 2001.

Aram Sinnreich, the
senior analyst at Jupiter Research who
compiled the report, entitled The
Labels Strike Back, says real growth
can be expected in two years' time. And
by 2006, subscription -based, digitally -
delivered music will dominate the
online sector and generate $1.2 billion
in revenues compared with $707 mil-
lion for a la carte services that include
downloadable single tracks.

Sinnreich argues that the majors
will dominate the digitally -delivered
music business because they can
afford the technology that guarantees
distribution with high-speed trans-
mission and via high -quality, virus -

continued on page 21
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Upfront
by Emmanuel Legrand, Music & Media editor -in -chief

What technology has allowed should be fixed by technol-
ogy. That was the substance of the message a US judge
told Napster a few months back.

The music industry has heard the same message:
what technology has allowed-people disposing of digital
music to burn CDs, offering it on Napster, and so on-
should be prevented by technology.

As we report in this week's issue, major companies are
looking into a range of copy protection devices for CDs,
with Germany as the main testing market.

What it means is that, in the short term, the markets
will be flooded with pre-recorded CDs that will not allow
any copies to be made. This technology solution will be
welcomed by many in the music industry. But, if the tech-
nical solution may look appealing, the way it will be
introduced will be crucial.

Once again, the music industry seems to be favouring
secrecy and labels are starting to put out copy protected
CDs without telling consumers. If you've got it-flaunt it!

To come clean, the music industry must inform con-
sumers of what is going on and must make the commit-
ment to, for example, sticker all releases that are copy
protected. That way, consumers will not claim that they
have be taken by surprise.

What also must come out is a clear explanation of why
the music industry is doing it, and the explanation
should precede the introduction of copy protection, not
follow it.

Some in the music industry fear
that this will be seen by a part of the
public as a new *trick from labels to
prevent them from accessing music
for free and add to the industry's bad
image. But the industry has a case-
the way it will be able to present it
will be an indicator of its own capaci-
ty to deal with controversial issues
and regain consumer's confidence.

Music & Media values its readers' opinions-you can e-mail the deputy editor at: elegrand@musicandmedia.co.uk

Sony takes to dancefloor with Robinson
by Emmanuel Legrand

LONDON - After a couple of attempts,
Sony Music UK is re-entering the
dance music scene in part-
nership with the man who
brought Alice Deejay, Spiller,
Fragma and the Vengaboys
to British audiences.

Sony Music's new foray
into the dancefloor genre
will be in the form of a new
label, Illustrious Records-
a joint venture with Kevin
Robinson, who until last
month was in charge of EMI
Records UK dance imprint,
Positiva. Illustrious will
operate under the umbrella
of Epic UK, whose MD Nick
Raphael is credited for
being instrumental in bringing Robin-
son to Sony Music.

In a statement, Rob Stringer, chair-
man/CEO of Sony Music UK, com-
mented: "Kevin's label is an extremely
exciting venture in an area of music
that we recognised we needed to be
stronger. With Nick Raphael and his

Kevin Robinson

Epic team's support, I fully expect
Kevin's label to make a huge differ-
ence to our future A&R development."

Robinson tells M&M that Illustri-
ous will tap into Epic
resources for promotion
and marketing, but that
the label's A&R and strat-
egy will be defined by a
team of four or five people
he is currently recruiting
and who will be opera-
tional around mid -Sep-
tember.

For the other markets,
Illustrious releases will
go through Sony Music's
affiliates. Robinson says
his aim is primarily to
target the UK market,
but that he will look at

the international market both from an
A&R perspective and in terms of
development.

"We want to find and sign long
term album selling artists in all the
different genres of dance music-it
can be two-step, house, drum 'n' bass
or techno," explains Robinson. "But if

we find singles with interesting
potential we will look at them." His
first signing is Italian group, Jolly
Music, which he describes as a cross
between Air and Avalanches. "We
plan to slowly build them as an act
with long term potential. We will
release first an EP with an album to
follow early next year."

Robinson became director of Positi-
va two years ago, after starting as
Club promotions manager and later
becoming head of A&R for the label.
Reflecting on his years at EMI, Robin-
son says: "I am proud of the success we
had. I was very sad to leave the artists
I had built a good relationship with
and I enjoyed the team there. But I felt
it was the right time for me to move
on. I didn't feel that Positiva would
give me the scope to build the next
step for me."

He continues, "It is a big challenge
for me to launch a label, especially
when it's tough for dance music, but
Sony gave me this opportunity. I
received a lot of support from Sony
there's a lot of good feeling. Right now,
there's a big smile on my face."

Sweden slips affer poor release schedule
by Kai R. Lofthus

STOCKHOLM - A 12% slump in
Swedish record sales over the past six
months, equal to that suffered by the
German record industry, is being
blamed on a combination of a poor
release schedule and CD -copying.

The CD market slid 12% to.9.2 mil-
lion units and Skr 601 million (euros
63.5m) compared to the corresponding
period last year, according to figures
supplied by the national trade body
GLF/IFPI.

Total sales of singles, CDs, vinyl
albums, cassettes and DVDs, dropped
14% to 11.4 million units with rev-
enues down 13% to Skr 641 million
(euros 67.8m). Singles were down 22%
to two million units with corresponding

value down 24% to Skr 34.2 million
(euros 3.6m).

Bucking the trend, Playground
Music Scandinavia-which
had new releases from
Depeche Mode, Nick Cave,
Basement Jaxx and saw con-
tinuous sales of Moby-
described the figures as "the
best in our history". Howev-
er, Malmo -based managing
director Torgny Sjoo agrees
there was "a weaker release
schedule" in the industry at
large.

"It's mainly the traditional best-sell-
ers that are experiencing the sales
slump," he says. "While an artist could
previously sell 100,000 copies of an
album, the figure these days is closer to

80,000. Downloading from the Internet
could be one partial factor."

Niklas Nyman, CEO of Music Net-
work Records Group
(MNW) in Stockholm, con-
curs: "The industry reces-
sion has, first and fore-
most, had an impact on
chart -oriented music which
in turn has led to the ille-
gal copying of songs."

In the six-month period
the album chart was domi-
nated by, among others,
Tomas Ledin's Festen Har

Borjat (Warner Music Sweden), Rox-
ette's Room Service (EMI Svenska),
multi -artist compilation Absolute
Music 36 (EVA Records) and Titiyo's
Come Along (Warner Music Sweden).

Titiyo
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Norwegian radio debate heats up
by Kai R. Lofthus

OsLo - The Norwegian
Government has been
defending its approach to
the radio industry, ahead of
a general election and in
response to attacks on its
broadcast policies by the
opposition party.

Roger Ingebrigtsen, the
ruling Labour Party's secre-
tary of state for the Min-
istry of Culture has criti-
cised Conservative Party
spokesman for media
issues, Trond Helleland,
who said a second commer-
cial radio licence, in addi-
tion to P4, should be adver-
tised next year.

In an exclusive interview
with Music & Media Inge-
brigtsen also defends the
Government policy of sup-

porting public NRK's domi-
nant position, which Helle-
land had claimed was to the
detriment of a healthy
national radio industry

"It's impossible, and
indeed unwise, to create a
media policy which doesn't
take NRK into considera-
tion," Ingebrigtsen said.
"Radio stations that want
to operate on a national
basis should spend their
resources on competing
with [commercial national
AC] P4 instead of [public]
NRK."

Radio industry execu-
tives have long questioned
the Ministry's stance on the
availability of frequencies
and Helleland claims (M&M
August 11, 2001) there are
frequencies available. Inge-
brigtsen says: "We don't

think it's a relevant issue to
take NRK, or any local sta-
tion, off the air in order to
give way to another nation-
al radio station," and
describes FM as "ancient
technology."

"As soon as we have
introduced the digital mul-
tiplex in Norway, it will be
plenty of available frequen-
cies for everyone who wants
to broadcast radio," he says.

Ingebrigtsen agrees
however that it is a good
thing that commercial sta-
tions, such as P4, are chal-
lenging NRK's position.

"We want to enhance
this competitive situation
by giving other stations the
chance to apply for P4's
licence. We hope as many
stations as possible will
apply for it," he says.

Veronica to bid for Sky
by Menno Visser

HILVERSUM - The name
sounds familiar, but the
station is brand new.

Veronica FM -1960's
pirate station and the pio-
neer of commercial radio in
Holland -has revealed it
will be bidding in the forth-
coming Dutch radio auction
for 100.7 FM, the frequency
currently occupied by mar-
ket -leading AC station Sky
Radio 100.7 FM.

"We just want to have the
frequency with the best cov-
erage," says Jan Hoogestei-
jn (pictured), director of
radio at the Veronica Foun-

dation. "We are willing to
bid a serious amount of
money, although not so
much that we can't
recoup it."

When Veronica
decided to split from
the Holland Media
Group (HMG) at the
end of last year,
HMG lost the right to use
the Veronica name and
rebranded its existing tele-
vision channel to Yorin TV
and its radio station to
Yorin FM. 'Meanwhile, in
June, a proposed deal
between Veronica and TV
channel SBS Broadcasting
fell through, and the Veron-

frequency
ica foudation lost the
chance of a slot on a TV
channel.

"There will be
number of high -pro-
file DJs involved,"
says Hoogesteijn of
his plans for CHR-
formatted Veronica
FM. "But the team

will mainly comprise of new
names, because Veronica
became big by us finding
the talent ourselves."

If all goes according to
plan, the scheduled radio
frequencies auction will be
held in December, and
changes will be implement-
ed in next year.

Vinyl makes comeback in southern Sweden
by Johan Lindstrom

STOCKHOLM - The success
story of the latest Swedish
radio ratings is undoubted-
ly the gold -formatted south-
ern station Vinyl, which has
overtaken its commercial
rival hot AC Rix FM in
terms of listenership.

Sixties -formatted Vinyl
95.3, which broadcasts to
Skane on a community
radio transmitter outside of
Malmo, saw its daily reach
increase from 6.9% to 8.3%,
according to the latest fig-
ures supplied by RUAB.

Confirmation of the pop-
ularity of the format comes
by way of a second Vinyl
station located in Land-
skrona north of MalmO.
Despite being on air for
only four out of the 20 sur-
vey weeks, it has already
recorded a 3.2% reach in
the Helsingborg area.

Vinyl is owned by the
Radioforetaget radio group,

in which Bonnier Radio has
a 10% stake.

"Sixties music is attrac-
tive to a lot of people, and
it's also an easy music style
for everyone to listen to,"
says Radioforetaget's man-
aging director Robert Pers-
son. "Also, Helsingborg and
Landskrona are under-
developed markets dominat-
ed by Sveriges Radio and
Radio Qtella."

Elsewhere commercial
radio still seems to gaining
ground on its public rival.

MTG's Hot AC network

Rix FM is up from 9.0% to
9.6% in daily reach, while
Bonnier's AC rival Mix
Megapol is up from 6.9% to
7.3%. The third commercial
network NRJ is down slight-
ly to 8.2%.

In Stockholm, public
Sveriges Radio has seen its
lead over commercial radio
cut by 4%. RTL's soft AC
Lugna Favoriter is still the
biggest commercial outlet,
with a daily reach of 10.1%,
while Mix Megapol now has
the number one morning
show in commercial radio.

Swedish Radio Ratings

Station Q2 '01 Q3 '01 Change
Sveriges Radio total 54.2 52.1 -2.2
Commercial radio total 31.0 32.3 +1.3
SR P3 (CHR) 13.1 12.4 -0.7
SR P4 total (gold/AC) 37.2 35.3 -1.9
Mix Megapol (AC) 6.9 7.3 +0.4
NRJ/Energy (CHR) 8.3 8.2 -0.1
Rix FM (hot AC) 9.0 9,6 +0.6
Bonnier Radio 8.4 9.2 +0.8
MTG Radio 11.1 12.0 +0.9

Source: RUAB

ON THE BEAT
WEA AND WORTHINGTON JOIN UP
LONDON - WEA London Records and former XL
Recordings A&R director Nick Worthington have
formed a joint label venture, 679 Recordings. Based
in London, the label will maintain a separate A&R
division while utilising WEA London's marketing,
promotion, sales and distribution operations. The
label's first signing is a partnership with the Locked
On label, co-founded by Worthington, and will result
in a debut release from The Streets. Worthington
set up the dance music shop Pure Groove in 1990.
He joined XL Recordings in 1992 as an A&R/promo-
tions junior and went on to become head of A&R,
signing artists such as Badly Drawn Boy and the
Basement Jaxx.

BONNIER ACQUIRES IRM
STOCKHOLM - Scandinavian label
Bonnier, which has changed its
name from Bonnier Music Scandi-
navia to Bonnier Amigo Music
Group, is acquiring Independent
Records & Music (IRM), based at
Boras near Gothenburg. The deal
follows Bonnier's acquisition of the
licensing and distribution company

Amigo earlier this year. IRM's sales and distribution
facilities will come under a new division, Bonnier
Amigo Music Distribution (BAMD), which sees the
termination of Bonnier's sales and distribution deal
with Virgin Records Sweden, as of September 30.
BAMD will be headed up by IRM's managing director
Ewa Winberg, who retains that title and reports to
BAMG president/CEO Jonas Siljemark (pictured).

NME RADIO AIRS
LONDON - UK music magazine the New
Musical Express (NME) has teamed up
with Virgin Radio to create a web station
(www.nmeradio.com) and a station on
London's Switch Digital multiplex. The
station will be produced by Virgin Radio and will pro-
vide a 24 -hour stream, with the music selected by
NME staffers. The station will initially be music -only,
but there are plans to develop journalistic talk slots to
discuss topical artists. The move is one of a package
of initiatives to extend the NME brand across differ-
ent platforms. The magazine has been under pressure
to diversify as mainstream UK music titles are
increasingly squeezed.

MNR LAUNCHES LABEL
OSLO - Music Network Records
(MNW) in Oslo has launched Yonada,
a new in-house electronic music label
to be overseen by the company's local
A&R manager Jens-Petter Wiig.
MNW's distribution will be handled
independently in Scandinavia, while

international releases will be licensed to other terri-
tories on an individual basis. Yonada's two initial
album releases are Xpander by Subgud (pictured),
which will be released locally on October 8 and One
Heart Is Too Small by Kroyt, to be shipped domesti-
cally on September 24.

MOVING CHAIRS
LONDON - Former head of marketing at Universal -
owned Vision Video, Mike Storey has been appointed
as marketing director for Walt Disney Records
Europe, Middle East and Africa. Storey will be work
out of the company's London offices.
BERLIN - Reinhard Piel has been appointed gener-
al manager of Edel Media & Entertainment responsi-
ble for the music business of the company. Piel will
continue to head up dance label A45 in Frankfurt in
parallel to his new position in Hamburg. He reports to
Jens Geisemeyer, general manager Edel Records.
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POPKOMM REPORT

Germany pins hopes on copy protection
by Emmanuel Legrand

COLOGNE - By an unfortunate
twist of fate, the opening of this
year's Popkomm coincided with the
release of the worst- ever market
figures for the German music
industry (see M&M, issue 35).

The German crisis is deep and
the need to find solutions to halt
the market decline dominated
industry conversations during the
three-day trade show in Cologne.

The first to tackle this issue was
BMG Europe president Thomas M
Stein, who was also delivering the
opening Popkomm speech as chair-
man of the German Phonographic
Industry organisation (BPW) for
the last time. Stein noted that,
although 260 million copies of
recorded music were sold in Ger-
many last year, during the same
period a further 200 million blank
CD -Rs found buyers and, by indus-
try estimates, half of these were
used for illegal recordings.

According to Stein, illegal
recordings-including down-
loads-amounted to a loss in rev-
enues for the industry of DM 3.3
billion. "This is not a rosy picture,"
said Stein, who predicted that
other countries, including the UK,
"will not be immune from these
developments." Recent reports
from the Netherlands, France, or
Scandinavia, seem to support his
view, that CD -R burning and ille-
gal digital downloads are seriously
denting legitimate music sales.

BMG GSA president Christoph
Schmidt describes the situation in
simple terms: "We can compare
ourselves to the owner of a car who
leaves the doors open with the keys
in, and wonders why the car has
been stolen! Well, if you lock the
doors and install some security
devices, you can make the life of
those who steal a little bit harder."

Technical solution
The question for the German
industry now is to quickly adopt
those devices. One is the adoption
of a proper legislative apparatus
(and Stein urged German politi-
cians to implement the new EU
copyright regulation). But many
within the industry believe that
the solution will be technological.
Schmidt, whose company was one
of the first to pioneer technical

devices two years ago, says that
"the problem needs to be solved
technically. People will always try
[to copy CDs] but we have to make
it harder for them."

As one of the most affected coun-
tries, Germany is currently the
biggest laboratory for copy protec-
tion experimentation. Industry
executives surveyed by M&M dur-
ing Popkomm confirm that all the
companies are looking for new
solutions that will prevent con-
sumers from burning CDs. "Ger-
many is the country which is suf-
fering the most, so it's natural that
we were the first to look into the
issue," says Warner Music Ger-
many president Bernd Dopp.

By the latest accounts, there are
at least four companies offering
these technological solutions, all of
them currently tested by the vari-

"We must make copying

ous labels. One of such suppliers is
Tel Aviv -based three -year -old Mid -
bar Tech (www.midbartech.com), a
technology company which has an
"expertise in building security sys-
tems," according to Midbar VP
sales and marketing Noam Zur. In
the music field, Midbar has devel-
oped a proprietary technology
known as Cactus Data Shield.

The basics of the technology, as
described by Midbar VP of research
and development Eyal Shavit is to
add layers of data at the mastering
level in order to "modify the way
information is laid -out on the disk
to allow players to play the music,
but not allow PCs to rip the con-
tent. All this without any loss in
quality."

"In the production chain of the
music industry, the labels call the
shots-they want to protect their
copyrights-and we offer them
solutions," explains Zur, himself a
former musician.

Midbar's technology was used,
about a year ago, by BMG on a CD
by Finnish act HIM, but the exper-
iment resulted in consumer com-
plaints. "Actually, less than 2% of
the CDs could not be played, and
that was on car players," explains
Shavit. "Since then, the technology
has evolved."

The German market, adds Zur,
provides a good "testing ground for
copy protection because German
record companies have made a
strategic decision to go for copy
protection."

"We are testing all the different
systems of copy protection on two
levels-security and compatibility
with all the existing sound
devices," says Dopp, who adds that
at this point that Warner has yet to
release a copy -protected CD on to
the German market. "Copy protec-

tion can be implemented fast and
we hope to release our first protect-
ed CDs by the end of the year," he
reveals.

Universal Music Germany pres-
ident and CEO Tim Renner adds
that the goal for the industry is "to
limit the level of copying." The
most likely tracks to be burnt,
according to Renner, are hit singles
and dance music. Like the other.
majors, Universal is in a testing
period, with only a few releases
copy protected so far. Renner says
that Universal has released a cou-
ple of protected compilations and
that few complaints were regis-
tered. "If it works, we will jump,"
he confirms.

All the record companies are
adamant that whatever technology
they will endorse for copy protec-
tion, "decisions will be made by

as difficult as possible."
Bernd Dopp, president,
Warner Music Germany

individual companies," as BMG's
Schmidt confirms. The decision, all
labels heads, tell M&M, will not be
made at a German level but at
minimum at a European level, if
not global. "It's an important deci-
sion," says Dopp, "which also needs
to involve the artists, and it would
make no sense if only German acts
had their CDs copy protected-we
need to include all the artists."

Major deals
Midbar's Shavit says that deals
with majors are currently being
brokered at a world level with tech-
nology suppliers such as Midbar.
For him, labels have almost passed
the testing period to enter into
mass production, as he claims that
over one million CDs have already
been put on the market with copy
protection. "One company has
already made a decision to have all
its releases copy protected," says
Shavit, declining to disclose the
company's name.

Schmidt says the ultimate goal is
"to copy protect all new releases as
soon as possible. Whether you can
do it with the current [production]
capacity is not certain, so it will
take some time. We'll do it smoothly
and without trumpetting it." Not all
lines of products will be affected by
copy protection. 'We will not do it on
budget or schlager," says Schmidt.

Schmidt says that, as far as the
releases that were protected so far
are concerned (which he declines to
identify apart from the recent
release by Right Said Fred), few
complaints from consumers were
received. He adds that the recent
Gfk study made on behalf of the
German industry tends to suggest
that consumers would probably
buy more pre-recorded CDs if they
were not able to copy them from
unprotected CDs.

Labels says that there will be a
cost impact, but that it will be min-
imal as it is estimated that it will
add in the region of 0.10 euros to
manufacturing costs. "We get paid
a flat fee per CD," confirms Zur.

Dopp says that CD protection is
just one element in a global process
that the German industry has to
address. "All this will not stop
some people from copying music-
hackers will always find ways to
by-pass protections-but we must
make copying as difficult as possi-
ble while dealing with the other
issues affecting our business, such
as artist development, online
music distribution, shrinking
retail, among other things."

On Saturday 18 August,
Dutch state secretary
Rick van der Ploeg
launched at Popkomm
MusicXport.nl, a new ini-
tiative destined to pro-
mote Dutch music in Ger-
many. Spearheaded by
export organisation Cona-
mus and the Dutch Rock
& Pop Institute (NPI),
MusicXport.nl aims at
drawing more attention to
Dutch artists in Germany
through specific market-

ing campaigns, showcases and various marketing tools. MusicXport.nl
plans to support an average of four acts each year, with a line up for
2001/2002 including Arling & Cameron, Barthezz, Ellen ten Damme
and Judith, the first three of them present at Popkomm. Pictured, Van
der Ploeg (left) symbolically presented a "Ticket to Germany" to Uni-
versal Music artist Ellen ten Damme.
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The Internet as a growth engine
Vivendi Universal chairman Jean-Marie Messier
delivered this year's keynote speech at Popkomm
2001 on August 17 in Cologne. Below Music & Media
presents an edited version of his address.

Based on the experience of the
Universal Music Group,
which represents nearly one
quarter of the world wide
music market today, I'll try to

share with you my own personal view
of what's happened in the past 12
months and, what's more important,
what I see happening next. And let
me tell you right now for me, beyond
the creative process which remains
the key asset of our industry, the
future of music lies in the Internet,
and the good use we will be able to
make of online distribution.

Last year however, and to a certain
extent this year, has been a mixed bag
for the overall music industry CD
sales are more or less flat, singles
sales in the US are declining. So now,
what everybody is asking is: "Where
is the growth going to come from?"

Well, the combined turnover of the
music industry in the world today is
in the region of $40 billion (at retail
prices). Our companies were built
brick -by -brick over the past hundred
years and if you remember that two
thirds of the population in the world
does not buy music today, you can
imagine that the opportunities to sell
more music to more people may be
limitless.

And where does the Internet
come in?

It's first and foremost a new distri-
bution channel with immediate and
global reach. We all share the same
ambition. We want to give more
access, more easily, to more music to
more people. This is exactly what the
Internet can do! This is a new growth
opportunity. Do not misunderstand
us, the Internet is a fantastic distrib-
ution technology, creating active com-
munities. But at the end of the day,
people do not buy "distribution", they
buy music. They want music, and
good music! That will not change.

Creative drive
The music industry will continue to
be driven by music creation. For all ..,
those of you who have the genius of
creating, writing, singing, playing,
editing, marketing music, what a fan-
tastic opportunity! So let's take
advantage of it.

Why do I believe that the Internet
can be the next growth engine for the
music industry?

Some people say growth may come
from the introduction of a new physi-
cal format that would kick-start the
equivalent of the Vinyl/CD story:
DVD audio, enhanced CDs, Dataplay
and other physical formats. My feel-
ing is: yes, we definitely have to give
some of those a shot and we are
pleased today with the arrival of new
formats like DVD Audios or Super
Audio CDs. They are more secure (as
far as copying is concerned). Fine.

They are offering better quality and
services. Great. But manufacturers
need to make specific commitments to
recognise intellectual property rights
and respect creators. In the long term
you cannot, on the one hand sell tools
to listen to creative products and, on
the other, build hardware that steals
intellectual property. Our business
has already been seriously damaged
by CD -R, to the severe detriment of
artists, songwriters and our compa-
nies. That should not start again with
SACD recorders or DVD-A recorders.
Respecting and promoting creation is
a prerequisite. I hope we will be heard
this time by manufacturers.

But online music distribution is
where the future lies. There is no
stopping it. There could be, however,
room for slowing it down. Granted,
online distribution can sound scary
and we all know, of course, about CD
cannibalisation, uncertain business

The Digital Millennium Copyright Act
was passed in the United States in
1998. In Europe, the E -Commerce and
Copyright Directives provide the legal
foundation for digital delivery of music.

Clear and accurate implementa-
tion of this legislation at a national
level is vital for the future success
and development of the music indus-
try. We want to see this happen here
in Germany and across Europe. In
addition, the courts have set prece-
dents by issuing strong rulings
against sites like Napster for actions
that failed to respect the laws of intel-
lectual property. And perhaps most

"Online music distribution is where the future is."
Jean-Marie Messier, chairman,

Vivendi Universal

models and so on. And I know that
some people in our industry say: "Yes,
there might be demand and potential
there, but there are too many risks, so
actually, let's wait."

We, at Vivendi Universal, believe
the best move is to move on at full
speed and embrace it. Now is the time
to introduce systems and experiences
for the user who wants to acquire
music online legitimately.

Why is it taking so long to deliver
music both securely and with payment
to those who have created it? Why isn't
our vision a reality yet? In order to
make this reality happen, there are
two prerequisites that must be met:
One is a solid legal framework for the
protection of intellectual property, and
the other, technology solutions. Both
have to be ready for mass marketing.

We're getting there. On the legal
front, we have successfully, albeit
through litigation, established that
free -song -swapping services such as
Napster are indeed illegal. Strong
copyright legislation has been passed
in the United States and in Europe.

importantly, most music fans have
indicated a willingness to compensate
the creators and others involved in
making the music. Legal progresses
are important. Fine. Is that enough to
build a legitimate online business?
Obviously not.

On the technology front, we now
have digital rights management and
copyright protection solutions ready
for the mass marketplace. We are set
to launch through Pressplay and its
affiliates, a few weeks from now, in
mid -September, but it was a chal-
lenge to get it right. Why? Because
"right" means security for our copy-
righted property, even if we know that
fight between security and hackers is
endless. "Right" means making the
experience enjoyable for the con-
sumer, that's to say fast and conve-
nient. "Right" means a model that
compensates the songwriters, musi-
cians and others whose creativity
entertains the world. Right also
means being able to track, in the mil-
lions per day, which songs are down-
loaded or streamed, identify the copy-
right holders of each song or file, and
compensate them according to each
individual agreement. Are those pro-
gressesions for secured distribution
technologies enough by themselves?
No, but they are key nevertheless.

So, when you ask: "How do you
think you can reverse the get -music -
for -free trend?", you definitely have to
look at multiple answers. The first is
legal action. The second is secured
technology development. The third
answer is that, thanks to Nasdaq's "e -
crash", it is more and more difficult to

find venture capitalists who are ready
to write blank cheques and to finance
never -profitable e -ventures. Those
days are over. And the fourth answer
is that many ISPs now realise that
one of their core assets is bandwidth.
Its value is high and they don't have
any reason to freely give it away to
people who will oblige them to invest
even more to provide paying services.
A viable business can afford to pay for
its own bandwidth and not try to shift
the cost to the consumer ISPs. Noth-
ing in the world is free.

Attracting consumers
So, you know, in order to make the
online music situation switch to a legit-
imate business, Answer One (legal) is
not enough by itself. Neither is Answer
Two (technology), or Three (VC fund-
ing) or Four (cost of bandwidth). But
One plus Two plus Three plus Four...
Hey, that begins to bring a tremendous
pressure. Is it enough? Not yet. One
final piece was missing: an attractive
alternative legitimate offer.

Let's talk about the most exciting
part, what do we intend to bring to cus-
tomers? You can be sure of one thing:
your offer better be consumer driven. If
it's not, there's no way for success. If it
is, it can bring tremendous growth. We
have to offer consumers and kids espe-
cially, in a legitimate way, what they
were offered through illegitimate ven-
tures and, more importantly, what they
are looking for.

And yet, acquiring music on line
today is not as easy as it should be.
Ultimately, and sooner rather than
later, we need to make sure we pro-
vide an easy, seamless and integrated
experience to the consumer, one that
is richer than what is out there today,
on- or off-line. More generally, there is
no doubt in my mind that, in the
medium term, digital music and digi-
tal distribution will be tremendous
markets, since most of our recordings,
because of the sheer magnitude of our
catalogue, are not available in retail
stores and most consumers over 25
years old do not particularly like vis-
iting retail stores.

I never forget that our wonderful
music business has two ends: con-
sumers obviously, but also and first
the creative process, artists and songs
writers. But never forget that creation
comes first, that every year we need to
regenerate our business with exciting
new artists, new albums, new trends,
new genres. That is the exciting busi-
ness we are all working in.
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