Napster Peer Learning Session

Perspective of Artist

Lea Wong

Mike van den Berg

Richard Zhang

Todd Anthony
January 30, 2001

Napster, The Company

Napster is an Internet portal company whose file-sharing technology allows its users to download music from its website and share with millions of other people. Napster has stirred a great deal of enthusiasm among music lovers. In less than a year, 40 million users have signed up for its service. This write-up represents the Napster phenomena from the perspective of the artist.

Our Position from the Artists’ Perspective

Napster is an innovation that will have a profound impact on current ways to make and distribute music. For musicians, singers and songwriters, Napster is a great tool for disseminating music to a worldwide community of fans and music lovers. In the future, Napster will prove to be a strong marketing tool for the artist.

Artists for Napster

“ Napster is a great promotion tool that provides an affordable alternative to major labels for artists like myself ” said musician and Disk Jockey, D. J. Xealot. Before Napster, D. J. posted his tracks on MP3.com but without many hits or much income. After making his tracks available on Napster, his business improved by more than 50% in two weeks and CD sales increased dramatically. 

A recording artist pays $50 to $200 an hour for studio costs, $1000 or more for mastering, and $5000 to $50,000 for radio promotions. So far, posting tracks on Napster is nearly free. Like a new kind of radio, Napster is an inexpensive vehicle for new artists to bring their work to the public’s ear.

“In my opinion, major recording labels do not provide the consistent support necessary to build an artist’s career,” said Michael Lawrence, a recording artist and songwriter for 15 years. Lawrence has worked with three bands and has had three bad experiences with big label companies that withdrew support and left his bands with unreleased albums. When Lawrence found Napster users trading his unreleased music, he not only approved of the trading, but was also flattered by it. Napster allows the artists to bypass the major record companies and labels and promote their music through the Internet.

It is common perception that allowing music lovers to download music freely reduces CD sales and hurt artists’ income. In fact, CD sales have increased since Napster has become available. According to an Internet poll, 21% of the users that downloaded from Napster also bought the CDs. There is a significant group of artists, including the Grateful Dead and Phish, who believe that the best way to make money from music is to give it away. These bands even encourage their fans to tape their live performances. Free trading of music increases the popularity and demand for artists’ work.

Napster will be a direct competitor of traditional music recording and labeling companies. This competition will force the record companies and labels to change their antiquated business models to be friendlier to the artists and to recognize more of the artists’ value. In the presence of Napster, the artists will be in a better position to negotiate with the record companies. This will allow artists to have greater share of the profits, as well as more freedom and control of their own destiny.

Artists against Napster 

Though Napster has support from many in the music industry, artists such as Metallica and Dr. Dre have teamed up to bring Napster down. In lawsuits filed against Napster, artists contend that the company is guilty of copyright violations because its service assists users in duplicating and exchanging copyrighted music. 

At the heart of the artists’ anti-piracy sentiment are the issues of compensation and control. Artists do not receive payment for music that is distributed by Napster. They are not given an opportunity to permit or deny circulation of their copyrighted work and there is no avenue for artists to remove songs from Napster’s music exchange. Additionally, artists argue that Napster negatively impacts revenues by discouraging fans from purchasing legitimately produced music. 

In July 2000, artists against Napster won a major victory in San Francisco federal court when U.S. District Judge Marilyn Hall Patel ordered an injunction against the music exchange company. "Napster is enjoined from copying or assisting or enabling or contributing to the copy or duplication of all copyrighted songs and musical compositions of which the plaintiffs hold rights"1. At the time of the injunction, attorneys estimated that 3.6 billion music files could be downloaded over the course of six months. For artists against Napster, this figure translates to billions of dollars in pirated works.

Alternative Win-Win Solution 

Napster is here to stay, or at least the concept of downloading music over the Internet is. All artists must realize that this phenomenon will continue to grow at an incredible rate among Internet users. The only true question is ‘What form should this concept take?’. This is where the artists have the ability to join together and shape the idea of Downloadable Internet Music. Both views of the artists have been presented, but the overall picture boils down to just a few salient points: control, licensing, compensation and distribution. 

Individual artists would like to maintain control over their own music. Basically, the artist would like to control what songs can be listed and, ultimately, distributed over the Internet. This means that software such as Napster must incorporate filters to allow control of the music to stay with each individual artist. Artists such as Metallica can keep their music off of Napster at their discretion, while other artists can promote any and all of their music as they see fit.

In today’s music environment, distributors must sign agreements that give them access and rights to the artists’ music. Currently, Napster does not have any licensing structure in place with the artist. These blanket licenses are basically legal documents that state the agreements that are in place between the artist and Napster for distributing their respective music. 

Compensation is another sore spot among artists. Even though there is considerable debate over whether or not Napster increases CD sales, the direct compensation of downloading music over the Internet is in question. There is a real opportunity to create a solution that will satisfy all artists. This will involve installing an e-commerce storefront-like application into Napster. The final result will allow the end consumer the ability to purchase any song, any time, at a price that is fair to both the consumer and the artist. Artists will also have the ability to set the price they want for a song on an individual basis. For instance, if some artists want to give away their music via the Internet, they can set a price of zero for their songs. If artists want to charge more for hit songs and less for obscure songs it should also be possible.

Distribution is one of the last major points of concern. Flexibility is the key to providing a win-win solution. Some artists would like to have power back in their court when dealing with the major record companies. Artists can use Napster as leverage when working with record companies for the distribution of their music. For instance, some artists may only want to distribute their music over the Internet and completely bypass the record companies. If artists want to distribute their music via the record companies, this additional leverage can be used to create a better distribution of the wealth back to the artist. 

Summary

"Napster is an innovation as profound as transistor radio or LP or CD. It is an unparalleled way of experimenting, sampling, tasting, exploring and broadening your musical horizon", said TVT Record president Steven Gottlieb. It is predicted that more and more artists will form alliances with Napster. In the future, Napster will change its business model to help artists promote music, while compensating musicians, songwriters and record labels.
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