Why Consumers Demand the Technology Napster Delivers

Why Napster? Napster was one of the first to pioneer peer-to-peer digital transfer. To a consumer, this means unfettered access to whatever files they want, assuming someone connected to Napster already has the file. Of course, the most traded files are in .mp3 format. At last count, more than fifty-six million computer users have downloaded Napster, sharing their music1. This is an excellent example of two revolutionary events - people are sick of being dictated [by record companies] as to how much they [should] pay for music and, the online revolution is rapidly evolving, so the music industry can either get with it or essentially bite the dust. 


Napster’s two biggest selling points are its ease of use and broad selection of music to the user. All a user needs is a computer and Internet access, and within seconds they can be connected to other similar users, searching and downloading their favorite songs. Napster knows no cultural, ethnic or international boundaries; it allows every person to find the music they like. For example, it allows a user in the U.S. trying to locate international music, not readily available in the U.S. To a large extent, Napster acts as a promotion for music, allowing consumers to search out those old or unusual songs by title or artist name, while keeping old genres alive.

Radio stations and music retailers are simply not meeting consumers’ demands. Radio stations have incentives to only play mainstream music, thereby dictating the majority of music that is bought and sold in the U.S. The songs are played on the radio, everyone scrambles to buy the CD, the radio keeps playing it repeatedly, and eventually, the song dies and disappears into the limbo of “once hit wonders”. Retailers are doing no better. For example, certain types of music can get drowned as more and more “popular” CDs come in; of course retailers will naturally stock popular music. Why would they carry a CD on their shelves if they knew demand for it was low, especially when those new CDs contribute to their bottom line? Consumers are demanding more than a prescribed, dictating behavior of radio stations and retailers.

When consumers think of music sales, one of the most common mediums that come to mind is the CD. The average CD costs between 15 and 20 dollars, and usually has only a handful of your favorite songs. That CD and case costs the manufacturer about 50 cents to produce2. Record companies, artists, and retailers divide the balance of 14+ dollars, as profit. A recording studio is typically paid about 100,000 dollars for recording and promoting a CD.2 So why is the recording studio paid peanuts for promoting? Simple - the radio station does it for them.  

Now, with almost-free marketing and huge profits, record companies and artists continue to complain about “free” songs being distributed via Napster. Radio stations don’t pay the artist or the labels, individual royalties. These stations are exempted by the government from paying royalties, but as consumers, we still get to enjoy this music.3 Apparently, record companies don’t mind the fact that radio as a medium, advertises their songs, but Napster remains the villain. 

So why are the big industry labels whining? They continue to rake in increasingly fat profits, faster than most businesses, their production overheads are low and sales are projected to keep rising. Basically, the record industry is scared because they are getting cut out as the middlemen! They are losing control of the industry, due to the proliferation of the Internet. Why would a band pay a big label if they can use Napster as a form of [free] marketing, which will also help distribute their music directly? Napster takes the power away from the record companies, and places it [back] where it belongs, with the consumers who open their wallets and support the music industry. Let’s face it, without the consumer, who would the artists make their millions from? Who would keep the record labels in business? Could it be that the music industry is simply threatened by the technology that is redefining their industry? The record companies are upset about their decreasing profits; they believe Napster is cutting into their earnings, when in fact, from 1998 to 1999 record revenues were posted, in part due to a 9% increase in the cost of a CD.5 This cost was passed on directly to the consumers. Since then, point-of-purchase sales were up 4.2% from 1999.6,7 Sales for the 200 best-selling albums were up 6.5% from the last year, total sales up 8%8, and a projected overall growth of 5% is expected this year.7 

A handful of studies report that sales around college campuses have decreased since the onset of Napster. According to a study released by a sister company of Soundscan, sales within a five-mile radius of 3,000 colleges nationwide, were down 4% over the past two years; however, national sales were up 12 % in the same period. So is Napster bad for sales? NO! The results were based on the decrease in IN-STORE sales, which is not surprising. Ted Hooban, director of digital media for Cdnow, an online company explains,

We can’t speak for the study, but we have noticed that with our 18-24-year-old demo, which roughly corresponds to the college demo, we’ve seen a tremendous increase in customer acquisition. We had a 32% increase from [first quarter] 99’ to [first quarter] 2000. So maybe [students] haven’t stopped purchasing; they just shifted their purchases from brick-and-mortar in and around universities to online [sites], because they happen to already be there [surfing].8
This makes perfect sense because the typical internet user is between 21 and 30, the same age range as college students.9 This also would also account for the over 138% increase in online music sales reported by Amazon.com10. So if consumers surfing the net and using Napster aren’t affecting sales, are they breaking the law?

Some compare Napster to the printing press designed by Gutenberg in the fifteenth century. The monasteries didn’t sue him for copyright infringement, even though they enjoyed a monopoly over sacred texts of the time, including the Holy Bible.4 Neither should the record companies sue Napster. Similar to the printing press making reading more accessible to the world at-large, so has Napster made music- listening as easily available. Similarly, media sharing has been occurring since before the record labels. In more recent times, who hasn’t copied a friend’s tape or recorded a song off the radio? The law states that a purchaser of copyrighted material has the right to copy that material. They can even distribute this material to a friend.2 So where is the law being broken? It is illegal to make a copy of a copy but nobody is making a copy of a copy! It is exactly the same song being distributed multiple times; it isn’t being copied multiple times. In fact, if multiple users didn’t carry the same song, i.e. if there were only one distributing party of a song, no laws would be broken. Napster facilitates the environment for file sharing that consumers demand. Napster does not copy, distribute, or even condone distributing copyrighted materials. Napster’s program simply helps computers “make friends” with each other for the explicit purpose of sharing digital files2. Consumers who burn their mp3s are paying the record industries a 3% tax on the media itself, which is distributed to federally managed “musical works fund”.2 Consumers are not stealing; they are sharing files and compensating the music industry, as well. 


Napster is but one of many outcomes of how the record industry was slow and clumsy in embracing the internet seriously, and a strong testimonial to consumers being sick of being dictated what to buy, or let the industry “create” a new trend on their behalf; the latter is a formula that the record labels have [successfully] capitalized on, for years, and they will continue to do so until consumers wake up, which they now have. The new trends are, and will continue to be, set by the consumer. As of last week, record companies have slowly begun to settle their legal differences with Napster.11 Now, instead of villainous, they are calling Napster a marketing phenomenon. Steve Gottlieb, president and founder of TVT says, “It's clear to me that Napster is an innovation that's as profound, in terms of its place in the history -- as the transistor radio or the LP or the CD. There's no real world equivalent -- it is an unparalleled way of experimenting, sampling, tasting, exploring and broadening your musical horizon. And anybody who's in the business of making music . . . has got to support this.''11 


Consumers have made it abundantly clear that they will no longer allow the music industry to cut them out of the benefits they have discovered, via Napster.  The music industry recognizes the power of the consumer, which is evident in their current negotiations with Napster to develop a business plan to compensate artists and record labels. But with Napster (who makes no money), it is hard to say how far consumers will allow it to deviate from its free policy. Users may be willing to pay a fee, but that will be hard to implement since they have already ‘tasted music nirvana’, in other words, free digital music. This is especially true if the Appeals court upholds Napster’s’ practices. 

A new company on the market has both Napster and the record labels worried. Aimster Inc. is a new web-based company, offering an easier to use software package with features such as web browser and chat functions. It not only includes mp3 file downloads, but will also allow users to download from friends [contained within their buddy lists], music videos and photographs.12 With such new entries into the market, it is clear that Napster has created a market that has been redefined by digital technology. 


Consumers have spoken loud and clear, and will not go unheard. They want free music, they want easy access to it and whether it is Napster or someone else, they will get it. The laws are vague and ambiguous, and allow for loopholes. If someone wants to send you an mp3 they can easily do so over MS messenger or through e-mail. The best thing would be for the record labels to “face the music” and realize the times of supreme power are over. If they want to survive they will have to work with companies like Napster, and not against them. 

“People Power” is back, and consumers will no longer be easily seduced. According to Randall Rothenberg, this era of Napster and free music “signifies a revolution against cultural imperialism, a revolt of the masses against those who would decree novelty, determine sophistication and dictate taste.”13 He is correct in his assessment. With the continued exploitation of the Internet, more people are talking, communicating and sharing, and from now on, the experience will be more customized to each end user. The masses will be able to dictate what the new trends will be, but the minority will be able to satisfy themselves by accessing that which they wish to have.
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