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Introduction
In 2008 I posited that the CD would become a promotional tool for musicians because CD sales were falling and artists were shifting their attention to performing. My teacher at the time replied that I could not make those claims because there was no solid theoretical basis for that. Now – roughly two years later – my proposition turned out to be a prediction. Naturally my teacher was right: I was hypothesising based on little more than a few observations and my intuition, but here we are in an age where CD sales continue to fall and where only the Majors seem to actually be making money with CD-sales. Several executives at the Independents have voiced what I said two years earlier and I find that my prior experiences and works have inspired me to write this thesis.

Throughout time events like the industrial revolution, wars of global proportions and the advent of internet have changed the world. Change is rarely an easy process, during the industrial revolution the use of machinery made a large part of the workforce obsolete and caused further specialisation professionally. Wars of global proportions like the World War II changed humanity’s perspective on itself and entire political systems on national and international levels. Similarly innovations like the internet have been part of massive changes throughout the world, on politics, markets and culture. 


The Music Industry is no different; it has gone through changes of massive proportions since its birth in the 1700’s when it revolved mainly around sheet music. The invention of phonographs, cassette tapes, CD’s, digital formats and eventually file-sharing all revolutionised the industry to some extent. The aim of this thesis however is not to chart the changes that have been, nor predict what is to come; it covers a current change as it is still going on in The Netherlands in the year 2010. 


Ijdens (2008) shows that in The Netherlands the income of pop musicians has shifted from royalties earned from sales of CD’s and mp3’s, towards money earned through live performances. This thesis was inspired by this shift and it is suggested the shift shows not just in the professional reality of musicians, but on an industry-wide level. This is believed because several sources claimed so (Ijdens 2008 & Walters 2008) and because of the belief that at the basis of the music industry lays the music. Since musicians and artists create and perform music, it would seem obvious that the entire industry shifts if the basis is shifting. Indeed the Dutch Federation for the Phonographic Industries (NVPI) no longer uses the term “record label” or “record company” but speaks only in terms of “music companies.” Naturally these issues are far more complex than posited here, but nevertheless this was the mode of thought employed in the formation of this thesis.  

As stated before this thesis attempts to cover the change as it is happening, whereas in standard economic research often the equilibriums are charted after a change, rather than the change as it is going on. As such, the deductive focus of standard economic research in situations like this is of no consequence to the thesis. It is inductive in nature and it seeks to explain some of the changes that have been going on and theorise on that. 


An observed change is the use of so called Mutliple Rights Conracts, or 360 Degree Contracts (Dahl 2009 & Walters 2008). Due to an expertise in cultural economics and the music industry on the researcher’s part, these contracts are the focus of this thesis, more specifically the way deals are structured between artists and music-companies. The successes and the failures that have been experienced in practice by the music-companies are of great importance. Hence central question will be the following: 

Under what conditions do Multiple Rights Contracts succeed or fail in satisfying both parties involved in the Netherlands up and until June 2010?

The first question is clearly aimed at explaining how deals can be turned into a success and how deals have failed in the past. As such it could be labelled “the million dollar question.” Sub-questions will be: 

· What are the implications of these new contracts for the industry structure in the Netherlands?
· Who gains most from multiple rights deals in the Netherlands? 

· What parties have been duped by multiple rights deals in the Netherlands?

· What is the key to a successful multiple rights deal with Dutch music companies?

· What shifts of focus have taken place at the Dutch music companies up and until June 2010?

· What structural changes have come about in the music industry in the Netherlands in 2010?

· What parties have been integrated into the music companies in the Netherlands due to multiple rights deals?

· How applicable is theory on multiple rights contracts on the reality in the Netherlands?

· What are the arguments for and against vertical integration in regards to multiple rights deals? 

Due to the inductive nature of the research the data is the basis of analysis and the existing theory is subsidiary to the findings. As such no hypothesis will be tested, but some claims in existing literature will be questioned or underlined in the light of the findings of this research. 


The research strategy will be qualitative and inductive, the data was collected through in-depth, semi-structured interviews and the data was analysed using thematic analysis. The respondents of the interviews were all professionals presently active in the music industry, most of whom were managing directors, owners and/or middle management in music companies.  

The first chapter will cover the methodology and the second chapter covers the necessary definitions. The third chapter consists of summaries of the different cases and provides a brief overview of important themes and concepts, the reason for this is that it is essential for readers to get acquainted with the cases in order to comprehend all the connections made between cases, between cases and theory and the conclusions drawn from this. The fourth chapter analyses the findings and pits them against existing theory, finally the findings will be summarised in the conclusion. 
This structure was chosen on the following basis. The methodological chapter is essential to understand how the thesis came about, the definitions are needed to understand the contents of the cases and the analysis of the cases, the chapter pitting theory against empirics consists of the actual findings and answers to the research questions and the conclusions will wrap the piece up. 

1. Methodology
Strategy

The strategy chosen at the very beginning of this thesis was that of Qualitative research. Due to the state in which the field of research was at the time, an inductive approach to this was chosen. This approach entails the following; everything starts with the data. In a world of extremes this would mean that the data is the source from which a theory is created. In this thesis this is the case with one note; due to the demographic particulars of the respondents, their limited number and the market(s) in which they operate the data is more likely to generate concepts and hypotheses, rather than solid theories. 

Furthermore the time and budget constraints involved in making this thesis have moved the thesis even further away from this ideal case of inductive research. As such the data takes a prime role in the research and will lead to concepts and hypotheses that will be linked to existing theory in order to come to novel ideas. 


Taken into account – and carefully acted upon – in this is that the researcher’s own expectations might influence the research. Necessary steps were taken to make sure the interviews were not steered towards certain answers. Hence the bias involved from a personal point of view is largely circumvented. 
Data Collection

The data was collected via semi-structured interviews conducted with only an interview guide and some preconceived notions of what themes would be relevant for the research. These topics changed slightly as the interviews were conducted, because certain themes turned out to be less relevant and other themes turned out to be of great importance. As the topics changed the interviews slightly changed as well but overall this process was very organic – meaning the interviews themselves leaned towards certain topics leaving the interview guide only with the option to follow. 

The interviews were mostly conducted in office settings with two exceptions. The first was the interview with Marcel Albers – which took place over coffee in a restaurant at central station in Amsterdam. The second exception was the interview with Bert de Ruiter which was conducted via telephone on his request. The locations of the interviews were all suggested by the interviewees, the reason for allowing this to happen was to make sure the respondents were comfortable with the interviews. 
Sampling 
The respondents were selected on the basis of their willingness to participate. The initial respondents came forward upon receiving an email from the researcher via NVPI. This organisation is a national equivalent of IFPI. NVPI is the “Dutch Federation of the Phonographic (or as they like to say “Entertainment”) Industry.” All of its audio-members received my email and upon receiving this some responded rather swiftly. Some responded stating they had no relevant experiences in regards to the thesis, many however did not respond at all. For example two of the Majors never got back to me with any feedback (namely EMI and Warner) and Universal simply had not time for me.

From the initial respondents information was asked regarding other people in the music industry who could provide me with relevant data. As such strategic – or snowball – sampling was implemented to gain access to new respondents. The reason for choosing this approach is that the nature of the research dictated that only respondents capable of providing input grounded in personal experience with multi-rights contracts would be important for the success of the research. 
Data Analysis 
The research was clearly aimed at outlining the experiences of the respondents with multi-rights-deals in their professional reality. As such it is the content of what is said that is relevant to the research and not so much “how” things are said. Taking this in consideration it becomes clear that thematic analysis is the approach to be taken in order to analyse the data. This was gone about in the following manner: 

The interviews were recorded so that the researcher was able to play back and get things down correctly to the letter. The interviews were transcribed as literally as was feasible, this means phrases like “eh” and “you know?” were left out, and certain sentences were corrected so they’d make sense on paper – in all cases save the one by Marcel Albers, which was transcribed first. Naturally it was done in such a manner that the content of the sentences remained unchanged. After this the transcripts were re-read, certain portions were listened to again to be sure if in doubt and the cases were then described in detailed summaries. 

After summarising the results of the interviews on a case by case basis, sorted into several main areas of interest per case; conclusions were drawn per case in order to summarise key-issues. After that similarities and differences across cases are identified to make the link to theoretical frameworks possible. This theoretical part of analysis shows the issues where theory coincides with practice and where it does not, after which conclusions are drawn. 
2. Main Themes: The Music Industry, Majors and Independents, Multi Rights Contracts and Vertical Integration.
This chapter covers definitional issues that are important to have down before reading the cases. These themes were mostly selected beforehand with the exception of the paragraph on activities by the music companies. These activities were selected on the basis that they are terms that have become jargon in the music industry and the field of research around it, furthermore not all activities of record companies are covered; merely those that became apparent in the interviews. 


The goal here is to acquaint readers with certain concepts, terms and organisational theory concepts before reading the research part of this thesis. 

The Music Industry 


Webster’s Third New Unabridged International Dictionary (as used by Vogel, 2004) defines Entertainment as follows “The act of diverting, amusing, or causing someone’s time to pass agreeably; something that diverts, amuses, or occupies the attention agreeably.”
An industry is defined as “a department or branch of a craft, art, business or manufacture: a division of productive or profit-making labour; especially one that employs a large personnel and capital; a group of productive or profit-making enterprises or organisations that have a similar technological structure of production and that produce or supply technically substitutable goods, services, or sources of income.”

This would define the entertainment industry as the branch of craft involved in the act of diverting, amusing or causing someone’s time to pass agreeably.

Music is defined by ask.com’s online dictionary as “an art of sound in time that expresses ideas and emotions in significant forms through the elements of rhythm, melody, harmony, and colour.” 
The music industry in the Netherlands is defined as a part of the entertainment industry. This becomes evident from the fact that the NVPI – Dutch Federation for Phonographic Industry – calls itself “The Dutch Federation for the Entertainment Industry” these days. In Cultural Economics the Entertainment Industry is seen as part of the Cultural Industries. Hence the music industry could be seen as a meso-level of the Cultural Industries. 

What defines the Music Industry as an industry standing apart is that its focus is music as an area of craft. This includes: Recorded music (production), Live performances, Synchronisation of Audio and Video, Management of Artists actively involved in the production and/or performance of music and Publishing Rights of Music (e.g. the scores of a piece of music on paper). The core in all these things is Music, in some cases coupled with other fields of craft – like video in synchronisation deals. The elements mentioned are by no means exclusive to other elements, but these are the elements most mentioned during the interviews and in the literature. As such they were selected but by no means exclude elements that might be missing. 

On this basis the definition upheld for the music industry in this thesis is “the branch of craft involved in the production, reproduction, performance and business surrounding the art of sound called music.”
Majors and Independents
In order to understand the music industry it is important to realise what kind of market structure is prevalent within the industry. Generally it is believed that the music industry is dominated by 4 large companies who are said to hold around 81% of the market, the remaining rough 19% is then for all the other small companies (Billboard, Oct. 28th 2006).  The Music industry has been labelled an Oligopoly in some academic pieces (e.g. Van Hooff, 2007, p.34). However the general characteristics of an oligopoly are that there are few firms, that there is a differentiated product and that there are barriers to entry (Hoskins, McFayden & Finn, 2004). Furthermore Van Hooff (ibidem) calls it an oligopolistic state, meaning more that 60% of the market is controlled by a few large firms. 
This latter definition certainly applies, however characteristics of the music industry are – especially on a national level – that there are many firms (46 registered at NVPI, several hundreds registered at the Dutch Chamber of Commerce), that the product is differentiated and that there apparently are very few barriers to entry when one would want to start any other company, according to Marcel Albers. Do note that the overall structure of the industry and its workings might allow such newcomers to start businesses but in the same paragraph of the interview referenced to before, Marcel Albers states little has changed; implying also these small companies might go bankrupt quite fast. So this point is debateable. 

As such the music industry – at the very least in the Netherlands – can be defined as a market with monopolistic competition. Furthermore brand loyalty plays a part in monopolistic competition (Hoskins, McFayden & Finn, 2004 p.143), and the music companies encountered in the research where almost all specialised in certain genres; in essence forming their own brands. 

Furthermore, barriers to entry are near to zero because internet based firms can be founded at relatively low cost. Such small online record labels are also being founded according to one of the interviewees. The internet has opened up the market for newcomers even more than before – which is illustrated by the large number of independents in the research that were founded by the same people still running it. As such the market structure in my opinion is one of monopolistic competition with 4 major players on an international level. 


These major players are often called the Majors and as stated before control an estimated 4/5 of the market, these are large companies that are part of media conglomerates like Sony Inc., Time-Warner and Universal and operate on an international level. What has become evident from the research is that the ruling notion in The Netherlands is that the core business of these majors is exploiting the international stars in their national territories. This core business is said to be strictly separated from their local activities, as such the international character of the majors seems to work only one way; from the international field into the national field, according to Bart Suer. As such it is very hard for national artists to gain international renown through a Major.


The so-called Independents are small labels that are not owned by the Major firms, naturally there are many different kinds of structures. For example, several Independents use the distribution branch of the Majors to get their music abroad, a transaction which is governed by contracts. However, often these deals preserve the independence of the Independents. As such, Independents in this research are defined as “music companies not owned or co-owned by major music companies.”


Some Independents get bought up by the Majors in part or entirely at times, in effect becoming Subsidiaries of the Majors. Overall there are many different nuances in how music companies operate and are owned, that distinction however is not a major issue in this thesis in will therefore not be extensively covered. 

Multiple Rights Contracts
Caves (2002, p.11) defines a contract as “the agreement that governs the conduct of any economic transaction.”  

As such the mutlti rights contracts would be “an agreement governing the conduct of multiple rights connected to an economic transaction.” In essence a contract involving both recorded music’s rights and performance rights therefore is a multi rights deal. Simply put; a multi rights contract is an elaborate contract. 

In the music industry these kinds of contracts originate from the independent labels in Europe. Legislation in the United States prohibited companies to both manage the affairs of artists and act as their record company – apart from a limited number of states. However in the European Union no such legislation existed and thus record companies in fields of music of lesser commercial nature like Jazz started using these contracts. They were created out of pure necessity and from a point of view recognising the importance of the entire career of an artist, rather than just one aspect like the recorded music. This will become apparent from cases 2 and 7.
The terms Multi-Rights-Deals and Multi-Rights-Contracts will be used side by side. The contracts clearly denote the written agreement governing the deal, but since the deal is the practical side of these cases that is the focus. These phrases will be abbreviated as MRD and MRC throughout the thesis. 
Activities of Music Companies

Music companies engage in a number of activities surrounding the professional life of artists. These aspects require some explanation prior to reading the cases in case one is not familiar with the industry at a deeper level. These definitions are taken from the interviews and books read (e.g. Passman, 2003). 

(Radio) Plugging: This activity involves getting music to the radio stations for them to play. The goal of this activity mainly is exposure of the public to the artist’s music. Other forms of “plugging” are television plugging (getting an artist to perform on TV or showing their music video) and internet plugging (getting the music to sites that can stream it).
Booking: This activity involves getting artists to perform in venues. In essence a booker tries to get the artists on the roster into clubs, venues and arenas to perform. 

Promotion: This activity is not exclusively used in the music industry, hence the definition would simply entail “creating positive exposure for artists.”

Publishing: Publishing involves the rights to the actual music; hence it often deals with the scores – the music outlined on paper with notes and lyrics. 

Export: This activity is also fairly straight-forward; getting the music outside the national territory of an artist. 

Licencing: Licensing is a part of deals made with record companies. A licensing deal gets governed by the record label but is a deal that is made with another company. For example: a Japanese independent record label might want to get the music of a certain artist to be pressed in Japan for the Japanese market. The record label will then license the Japanese company to do so in exchange for a percentage of the income, on top of the royalties that need to be paid in any case. 

Vertical Integration

Towse (2009, ch.5 paragraph “integration of firms”) defines integration as the merging of firms or the acquisition of firms. Vertical integration denotes that a firm in the chain of production from either “upstream” or “downstream” is acquired by, or merges with, another firm. However, in the case of the Music industry a definition like this is insufficient by the virtue that more often than not the record companies do not merge with bookers, but simply found a booking department and put one of their original employees in that department or hire a new person for that. In some cases separate companies are founded to house these additional activities by the owner/managers of companies and transactions take place between these companies owned by the same holding corporation. 
Vertical integration becomes an issue as soon as multiple rights are involved that span across the vertical chain of production. As such an alternate definition of vertical integration could be “incorporation of activities performed before by other companies in the vertical chain of production.” This covers both take-overs and founding new departments. 
3. Portraits: The Evolution of the Music Industry
What follows is a chapter in which the data collected is presented in a condensed, summarised manner. Each case will be reviewed and analysed to identify the important themes. Do note that all interviews were in Dutch and any quotes used are translated from Dutch to English. Differences and similarities across the cases will be presented after the individual cases have been reviewed. The choice for this strategy was made on the basis that it seems appropriate to acquaint the reader with the content of the results before analysing these. More detailed summaries can be found in the Appendix. 
Maurits de Weert – Supertracks, Challenge Records

Challenge Records

Challenge Records is involved in several fields of activity around the career of artists on contract. These activities are directly related to revenues coming in, which means that if Challenge does not service an activity (e.g. booking) it does not share in the revenues from that activity (e.g. live-performance). At the time of the research these activities included traditional activities like: licensing deals, synchronisation deals, record deals, plugging, multimedia services (such as web-design) and marketing, and non-traditional activities like bookings, strategic management, publishing and distribution.

What is important in this specific case is the importance of live-performances in the genres in which Challenge is active; Jazz being the most prominent one. In Jazz live performance is what sustains musicians financially, these musicians play in different formations that are centred on one of the members and where all the others function as so called side-men. For every performance they do with different formations these musicians earn money, the income from albums is mostly negligible. 

Maurits de Weerd

Maurits began at Challenge Records as label manager of the label he had sold to Challenge – Supertracks – but he quickly moved into product management. This included licensing- and synchronisation-deals. At the time of the research Maurits was no longer engaged in these activities and got involved in Challenge’s booking, plugging (radio and TV) and album release servicing. 

Maurits’ personal view on MRD’s entail that the music company only shares in revenues from activities it services. Furthermore he believes passion on the part of the record labels to be important. Finally the career of the people on contracts is the main focus; this leads to more activities “under one roof” which in turn leads to fewer problems of overlap and a more holistic approach to the careers of artists. This entails that “one artist” is created and that audiences are confronted with one artist, instead of several views of “who” an artist is. Maurits fights statements like “multiple players will keep each other alert”, the opposite is true according to him. He feels that the problem of overlap is an issue that has been resolved by becoming more of a one-stop-shop. 

Experiences

The downfall of his initial record company Supertracks was caused by the growth in renown of many of his artists. This caused these artists to demand more effort from Supertracks, these demands were not met because of the fact that often revenues flowing in from these artists were insufficient to invest more time, effort and money. 


Two major synchronisation deals made the bands Black Market Audio and C-mon en Kypski a success without sufficient record sales. In the case of Black Market Audio a substantial amount of income was generated, in the case of C-mon en Kypski the money coming in from a successful deal with a major soft drink company was reinvested to get the band over to the USA. 

Key Issues

Issues identified as important in this particular case were whether it is fair or not to share in revenues when no direct investment is made by the music company. Furthermore the transparency and the quality of relationships with artists on contract proved paramount. Also a focus on building a career was noted to be important.
Successes and Failures

Key phrases in regards to successful MRD’s in this case are: career-building, credibility (of artists), live performances, passion on the labels part, and a transparent equal relationship with artists.

In regards to failure the following seems to apply: success in areas outside the scope of the deal (for which no revenues flowed to the record label, while at the same time leading to larger investments being needed).

MRC’s have some major advantages according to this case: overlap problems are eliminated leading to one clear vision for – and image of – the artists. Secondly there is a relationship that is created between the artist and the label that is equal and transparent. Both these advantages ideally also lead to a distribution of revenues between the label and the artist that is more “fair” than before, in a sense that the record companies invest time, money and effort and reaped only direct rewards in this respect. In a sense the importance of a CD in an artistic career has shifted from being a money maker to being a push that gets the ball rolling throughout the career.

Ria Wigt – Timeless Records
Timeless Records

Timeless was founded around 1972, as an agency booking renowned Jazz artists for shows in Europe and for selling imported “interesting jazz” at concerts. The Wigt’s did not just tour big cities; they also toured the smaller cities throughout Europe. Timeless’ time as a record company started when Wim decided it was not fair people who hadn’t invested in bringing the musicians to The Netherlands would record albums with these artists – which was happening at the time. Timeless was then founded. 


Timeless recorded albums mainly for two reasons: either the artists hadn’t recorded an album yet or last-minute cancellations of concerts caused time to become available which could be utilised to make money. Timeless was involved in creating a market for Jazz in the former Eastern Block as well as Spain under the rule of Franco and Italy. In The Netherlands too a market for Jazz was carefully built in cooperation with theatre directors and owners of other venues suited for Jazz.

Timeless’ peak was caused by the fact that most Majors had dropped their Jazz artists because these didn’t sell enough records. The opposite was true when Philips introduced the CD and managed to lure many artists away from the smaller labels by controlling the production and content of CD’s. A later change was the creation of an image for artists through careful marketing, rather than allowing the natural charisma and quality of the music to work for artists like former days. This latter change was experienced as unpleasant by the Wigt’s. 
Currently Timeless is still very much involved in concert booking, the roster is relatively full and at least 3 tours were going on at the time of the research. The genres in which the label is active have increased in number, currently – besides Jazz – Timeless is also active in the fields of musical, tribute bands, popular music, Irish music and Latin music. 


One of the things Timeless has always advocated and strived for is making sure “they could come back next year and the year after that also”, meaning they built relationships with many venues but also made sure these venues wouldn’t get into financial problems because of a deal with Timeless. This focus is seen in everything; the import of music, bringing Jazz to the theatres and keeping the costs of concert reasonable so that the market would be preserved. Sadly however the venues often don’t think like that, in the Netherlands they were more interested in preserving an audience in general and often Jazz does not fill all seats. 


Timeless is involved in booking and records. Naturally synchronisation- and licensing-deals are covered with that, but these are classic roles for any record company.

Wim & Ria Wigt 

Wim and Ria Wigt are a couple who have been involved with Jazz throughout Europe for most of their adult lives. Their contacts are numerous and they literally work day and night for their company. Their aim is and has always been to enrich the field of Jazz and to make sure there will always be a market for Jazz. 
Experiences
What seems most important in this case is the fact that Timeless was never meant to be a large company. It was simply a company that started out booking artists and ended up being a record company as well after some time. Hence the MRC’s at Timeless came about very naturally, rather than being invented. 
Key Issues

The founding and preservation of a basis to sustain Jazz is one of the key issues identified in this case. This shows a long term focus on a very large scale, furthermore a career-focus became quite evident from the story of the Wigt’s. Also a good relationship with the artists has proven important as well as simply “doing your job.” 

Succes and Failure 

Key phrases in regards to Timeless’ success are: long term focus, career focus, founding and preservation of markets, good relationships and doing your job. 


When it comes to failure there weren’t any failures mentioned in Timeless’ own case, only hard times. These hard times were mainly caused by innovation and the power that brought to those innovating. 

Outcomes of deals at Timeless have mainly been long careers for artists on contract, also the building of an infrastructure of clubs and other venues programming jazz and the education of an audience over time seem to be outcomes on a worldwide scale. 


Another success of Timeless is the incredible amount of licensing deals that the company did throughout The USA, South America, South Africa, Japan, Korea and Hong Kong. 
Marcel Albers – Double-T Records, Brigadoon,  Flow Records, & White Mountain Management 
Double-T Records, Double-2, Brigadoon, Flow Records and White Mountain Management

Double-T Records was founded in order to get acts managed by Marcel and his associates into the international scene. Marcel worked together with Jan Thijsen – former director of BMG – and Cristoph Turksen – former CEO at PolyGram. Problems they had all encountered separately were that as a manager it was impossible to break an act internationally through the Majors. K’s Choice was Double-T’s first band, and one that was on the rise from the first day. 


Double-T’s Benelux- and foreign-distribution was handled by Sony Music. While K’s Choice was given an American manager so the group could move to the USA, Sony Music moved on Double-T. The reason was that all the rights of the music were owned by Double-T while Sony took a lot of risk internationally and didn’t want to be left empty-handed when the deal with Double-T expired. Furthermore there was serious potential of acts on Double-T becoming very successful, as such Sony bought Double-T in two phases. 


This resulted in a very non-active approach to the label and its artists by Sony – which didn’t want to invest any more money until the acts proved themselves. Marcel became less and less involved in the label but remained on the payroll as an international consultant for Sony to keep in contact with his old acts on behalf of Sony.  


Through the cooperation with a comedy group name Jiskefet the first MRC’s were implemented. The television shows, the music and everything else was all created and exploited through companies owned and run by Marcel and his colleagues. Double-2 was the company founded to house all the audio-visual activities of the group. 


Flow Records was founded when Marcel ceased to work with Sony on a consulting basis. At that time Marcel also got more actively involved in the theatre label Brigadoon – which he had purchased a couple of years before. Soon he noticed that many of the artists on contract at Flow did not have managers and often had the real problems solved by Flow. This is one of the reasons why White Mountain Management was founded to manage these acts. Bands like Venice from the USA got MRD’s with these companies, with Marcel as their manager and record label executive. Marcel is also managing director at Synco a network of live-sound companies and PA suppliers in Europe which services many major festivals and tours. 

Currently Marcel is involved – through his different companies all housed in White Mountain Holding BV – in all the traditional activities of record labels, management and the rent and sales of PA systems. 

Marcel Albers

Marcel started out managing bands in his student days. He also worked as director of several companies mentioned in the previous paragraph. One other noteworthy venture he was involved with was a joint venture between Flow and Sony Music. Sony Music wanted to implement MRC’s in Europe and since Marcel had been quite successful with such contracts he was asked to help out. Marcel’s long-time connection to Sony played a part in this. The exploit ceased because Marcel had to co-manage the project with Rick van Schoten – director of Sony Music Netherlands. Their ideas often conflicted leading to unresolved issues and a parting of ways. 

The idea legitimising MRC’s for Marcel is that music companies in The Netherlands invested 100% in an artist’s career but often received only 20% of the total income generated by this. The remaining 80% was not record-related and thus remained untouched – this lead him to believe the old system was doomed. Because of this he believes a company does not need to service every activity it receives revenues from, this is tied up in the idea that everything is connected in the careers. 

Marcel also mentioned that artists needed a specific and unique team of people around them. As such it was impossible in his eyes to create 360 degree contracts in large companies like Sony Music. A way around this problem according to Marcel is buying parts of companies involved in other fields of activity – such as booking – and allowing these companies to conduct their business independently, while at the same time reaping the rewards in case of success. 

Marcel’s focus has always been that of the manager, in every role he has played he acted like a manager; focussed on building a career for artists. These days he sees most of his deals with artists as joint-ventures, rather than traditional artist deals. Both parties invest similar amounts of money, time and effort and reap similar rewards. In some cases that means Flow “lends” artists the money to invest which is paid back before money is made. 
Experiences

Marcel has had experiences in his joint venture with Sony, his MRD with Jiskefet, his MRD’s with artists on contract at Flow Records and Double-T Records and artist under management at White Mountain Management. All of this was done from a manager’s point of view. 
Key Issues 

Key issues identified in Marcel’s case are: career-building, long term focus, vertical integration, music as a people’s business and relationships with the artists. Also one person being in charge seems important in this particular case since according to Marcel this is what caused the joint venture with Sony to fail. He did however state that was probably because of his own personality. 
Success and Failure

Success in Marcel’s case is found in the numerous artistic careers that still flourish today, like K’s Choice, Moke or Venice. Furthermore Jiskefet’s case was a successful venture. All these successes seem connected to the key issues mentioned before. 


Failures were also present, some because of financial mismanagement (see appendix A) others because of two people in power not agreeing – like the joint venture with Sony. 

Bert De Ruiter – CoraZong Music Management & CoraZong Records
CoraZong

The idea behind CoraZong is “to manage more than just rights” – which is connected to the notion one no longer manages a product but an entire brand. It is a transition described by Bert as a change from “managing tomato soup, to managing the entire brand of Unox.”

CoraZong does management, publishing and records. Bert also tried booking for a while but that was too intensive for him to sustain, leading to a drop of that activity where possible. In some cases CoraZong still books for its artists to keep the career going when an adequate booker cannot be found. 
Bert De Ruiter 

Bert started out as International  Director at A&M Records. There he marketed the acts that brought out records in Europe via PolyGram and he worked with English bookers to get those acts on tour through Europe.

At A&M Bert’s focus was on the long run, all their artists were fostered for a very long time and the entire focus of that label was to service the artists and build a proper relationship with them.

Since 2003 Bert has been involved with CoraZong. The focus was not “to manage more than just rights” in the beginning, but the developments in the market forced Bert into that position and he doesn’t mind. The change he describes as being “good for him” because he was forced to adapt, learn and deal with things in a new way. He cannot rely on old routines anymore. 

At CoraZong Bert is involved in all of the activities that are housed in the companies and he is co-owner. 
Experiences 

Because the music industry is a people’s business to Bert he recognises the need for a solid basis of trust between him and his artists. He has found that this is very hard if one’s artists live so far away they can’t drop by every week. When contact is not very intensive the relationship tends to be rather weak, leading to mistrust and failing deals. When this occurs conflicts of interest are more likely to arise for Bert because he plays the part of both manager and record company for his artists. 
Key Issues 

According to Bert the music industry has become a people’s business more and more. This leads to trust and good relationships being very important, the issue of communication is tied in with that. Also the CD has become an “expensive business card” – though a rather important one. 
Successes and Failures
Bert de Ruiter clearly makes a division between two kinds of artists he works with. The Dutch artists and the foreign ones. In this division there are several key factors that set one group apart from the other, the first being proximity. The foreign artists are simply further away than the Dutch artists, leading to less frequent contact – which is the second factor. Thirdly trust is an issue, because of the proximity and contact factors trust is often less with foreign artists and the relationship therefore is more formal and less trusting. 

What Bert labels “the built-in conflict of interest problem” which plagues 360 deals becomes an issue more as the relationship between label/manager and the artist isn’t healthy. With this Bert means that when he acts as manager on behalf of the artist and signs the artists with CoraZong Records he is in essence negotiating with himself. This is not a problem if he is closely involved with the artists, but in the case of international artists problems are more likely to arise. Bert states: “Therefore if you ask me does it (the 360 model) work in practice, I would say yes but only if there is a good foundation of trust.” 


This leads to a mingling of thoughts and roles on the business side of the relationship, which in effect makes the model feasible only in cases where it is done on a small scale, according to Bert. 

Tom Peters – NRGY
NRGY

NRGY is an independent record company with most of the traditional functions of record labels, including publishing, recording and production capabilities. Since NRGY focuses solely on the national market with national stars often singing in Dutch, it is a rather typical company. Among other things because a large number of its artists works with pre-recorded music in live settings and only do the singing live. 


At NRGY there is also the belief that the record company invests most of the money, while seeing only some 10% of the overall revenues. Since every aspect of the career is connected it is feasible to share in the revenues of every part of the career for NRGY, furthermore it is necessary because CD sales will not sustain the company anymore. 


NRGY is involved in recording, production, distribution, publishing, marketing and promotion. Regarding vertical integration; Tom believes it to be fruitless. An artist needs to hear different voices and also Tom doesn’t have all the knowledge needed.
Tom Peters
Tom Peters has been involved in the Dutch music business for decades and has worked with many national stars at different companies. Currently he is managing director at NRGY. Tom states that “a small label’s right to exist lies in the fact that it is so closely involved with its artists.” At NRGY Tom is involved in many tasks, since the company is very small. Besides the traditional activities he is involved with some of his artists as their producer. 
Experiences 
The experiences Tom has shared were mostly deals of a rather traditional nature, with the exception that contracts have become more explicit and more rights are co-owned by the label and artists. In return NRGY offers high quality recordings and the traditional services of record companies. 
Key Issues 

Mutual understanding, good relationships and equality in the relationship seem to be the key issues in this case. These were underlined during the interview. 
Success, Failure and Outcomes of Deals

Success at NRGY came forth in most cases from a deal in which both parties do as they are asked. In effect this underlines the importance of a good relationship. Though Tom is very much involved in career, he does not manage any artists because he thinks a manager separate from the record company is a good thing. In a sense the MRD’s at NRGY revolve around income from live performance, record sales and publishing while no service is tangibly delivered in regards to booking. The reason NRGY shares in the revenue streams from live performance is that it needs to do so, in order to survive. The personal relationships that Tom has with his artists is what makes or breaks a deal in his opinion, artists do as they are asked but so does the music company as long as that is feasible. 


Deals that ended badly often did so because not all artists show great loyalty to their music company according to Tom.

Rick van Schoten – Sony Music
Sony Music 

The only major in this thesis is Sony Music’s Dutch division. Representing the company was Rick van Schoten; the managing director. Sony Music NL is active in several fields, firstly the traditional scope of activities like doing records, marketing and distribution are present. Publishing is done in a separate company owned by Sony International. At the time of the research Sony Music NL also housed a fresh booking department and there were ambitions to become a full-service-entertainment-company, based around music. Music management had not yet been implemented fully at Sony, though Rick’s stories of direct contact with artists hints that Sony is indeed managing some of its local artists. 

The ambition for Sony is to become a company that fully exploits its rights when it comes to music, earning money through: management, publishing, synchronisation deals, sponsorships, music sales, digital sales, neighbouring rights and licensing deals. While at the same time offering these services to 3rd parties.
Rick Van Schoten
During the formal interview and the informal talk afterwards it became evident that Rick started out Managing bands. From there he made his move towards the music industry where he worked for Warner as product manager for its subsidiary record company Atlantic Records. Four years ago Rick started working as managing director of Sony Music Netherlands. 

At Sony Rick is currently the managing director at the local branch of Sony Music. Rick has the ambition to turn the company around and create the full-service-entertainment-company mentioned before. Furthermore he feels rigorous changes need to be made in the company’s culture. All this comes forth from wider changes in the entertainment industry identified by Rick. “The lines are blurring” he said seeing television channels hosting live shows and radio stations organising massive events. He feels Sony must go through similar changes in order to retain its position.
Experiences 
What Rick notices is that with the advent of iTunes the music market is moving back to the state of the 50’s where it was a track business. However, in those days artists had one, two or three hits on the radio and than sold their record many times over. This no longer applies according to Rick.


Also in former days a booker would come to Sony and ask for a new record to come out in order to stimulate ticket sales and promote the coming tour. In those days it had no use to do so for Sony because its business was not so much connected to that of the booker. Nowadays Rick recognises more and more the importance of working together, in order to make the right decisions together with the artist because Sony is more and more wrapped up in different aspects of the career. Also Rick mentioned more direct contact takes place between artists and Sony than in former days. 
Key Issues
The conclusion of this interview was that the business of music has become one of career management. As such speculations have been made regarding the future and trends have been noted by Rick. What strikes me is that the relationship, though mentioned here and there didn’t seem to have that much of a role in Rick’s story – regardless of the fact that he states it has become a peoples business. He has hinted at it when he mentioned that contact has become more direct – between artists and the music company – and as such he does recognise that some form of relationship is required. 

As such the key issues include: less overlap, smaller teams around artists, relationships and vertical integration. 
Successes and Failures 

There is no one key to success in this story, what did become evident is that Rick firmly believes that if everybody does their job a deal will be a success. Furthermore he feels that an approach that puts careers before front-end revenues streams is best for everyone. This approach is coupled with the fact that Rick prefers artists having direct contact with their music company on a weekly basis. Rather than talking to a manager when there’s a problem and only seeing an artist once a year. Hence contact, and thereby relationship become evident once again in this case – though not as explicitly mentioned as in other cases. 

Bart Suer – Dox Records
Dox Records

Dox was founded by musicians, for musicians. Where other companies had the goal of being a company using music as the means; Dox did the opposite. Music was the goal, the company was merely a means. 


During the time Dox was founded Jazz had gone through a massive professionalizing process. The conservatories had started Jazz programs and the number of musicians, the diversity of styles and the quality of Jazz had all increased massively. However, the industry around Jazz remained rather amateurish due to the fact that Jazz was not popular enough for record companies to invest in heavily. Furthermore the Jazz clubs that did exist were often run by volunteers rather than professionals.

However, (jazz) musicians wanted to be taken seriously. They wanted to live off their music and preferred not to teach music or get a second job to sustain themselves. What was more; Jazz musicians didn’t sell that many CD’s and were forced to survive off live performances and other activities. As such 360 degree contracts had been used by Dox for ten years already before the term “360 degree deal” was coined. However the importance of the CD was present, it was the “business card” that got ones career going.

Dox hasn’t knowingly incorporated new departments within its structure recently. What has happened is that the company grew and professionalized, according to needs that arose. This was always driven by the bands and the music; whenever new bands were signed new people started working for Dox.  The original founders have become more like producers and business professionals in Dox and stepped back as full-time musicians. 


As such it has never been the case that the company and its employees had to change their ways of working, since it was a development over the years and not a company with a volume needing to adapt to situations that arose. As such Dox developed its formats and work ways over the years, gradually changing along with the rest of the market rather than suddenly turning things around. 

Dox is involved in traditional activities of record companies like: recording, distributing and promoting music as well as booking, publishing and management. 
Bart Suer 
Bart started out as a jazz musician himself, when Dox was founded initially it was to help his own band and the bands of his associates to get their music recorded and get their careers going. At some point Bart made a clear decision to step down as an artist and up as a general manager at Dox. Since then the company has grown and departments have been added as the needs arose. To this day Bart is general manager at Dox together with his colleague Peter Brandjes. 
Experiences 

No very specific experiences were covered because Dox treats all of its artists in a similar manner. This entails MRC’s for everyone and lots of personal attention for artists; this close involvement Dox has, seems the most important experience to mention. 
Key Issues 
When asking Bart what is important to sustain a deal with an artist he instantly jumped to the fact that the relationship is much more intense at Dox than with a regular record company or publisher. Because Dox is so closely involved in every aspect of an artist’s career it also has the same agenda as the artists. What is more the period leading up to the signing of an actual deal with Dox often takes 1 or 2 years. This long pre-period ensures both parties that the other is willing to invest and this creates a very strong bond of trust. This long road serves also as a way of “getting to know each other” which – in any relationship – is essential. 

Key issues therefore include: relationships, trust, communication, long-term focus and career-focus 
Successes and Failures  

Success in Dox’ case comes from the relationship of trust it has with its artists. Currently there is an employee for every artist on contract. What is more; Dox’ focus is on the long term, meaning a career gets built slowly over time and only after one or two years of preparations Dox will actually sign a contract with an artist. 


Failure springs forth from being unable to work with one another at some point because sometimes the relationships deteriorate. When that happens matters are wrapped up and closure is sought for without a lot of judicial hassle. 
Case Conclusion: Similarities and Differences 
The Majors

Out of the 7 cases reviewed 6 were independent record labels, 5 of whom were founded because the system of the Majors did not work according to the founders. The discontent with the impersonal way in which the Majors were organised, the fluidness of staff replacements and the focus on making money from artists with a career that has already been built; all lead to the founding of these Independents. This goes for all the cases of independent labels except NRGY which is a very specific case since it only operates on a national level, due to its specialisation in Dutch artists who mostly operate nationally. 


Also several independent labels stated that it would be impossible for the Majors to do multi rights contracts with all of their artists because they would need too many staff members to deal with that effectively. Rick van Schoten however has the ambitions for Sony Music NL to become a full service entertainment company and as such shows he does believe it to be possible to become an all-round music company, even with a sheer size like Sony’s. 

Cutting out the Middlemen

Direct contact with the artists is something that came up in all interviews. Even Rick van Schoten who works for Sony Music stated that he preferred direct contact with the artists over contact via a manager. Marcel Albers who does a lot of management seemed to house the record deals of the artists he manages in his own record company, which underlines the direct contact aspect. Though not all interviewees literally stated it, most of them hinted at a cutting out of middle layers in the vertical chain of production. 

However, some interviewees voiced that they believed these middle layer companies also move into other areas of commerce in the chain of music – in effect becoming different companies altogether. This also applies to companies where there is just one employee, like a manager moving into booking as a second activity. 
Integration vs. Buy-in 

The Majors in Europe have on occasion bought up music management firms, booking agencies, publishing companies and independents. At the time of writing this thesis most local Majors had orders from their international headquarters not to invest in such matters according to Tom Peters. What has been done is that Majors buy stock options into firms in the vertical chain or horizontal plain in order to share in the profits made by these companies off the artists on contract there. As such the Majors do gain from buying stocks – in the cases I heard off without actually getting involved with those parts of the business directly. 

The independents in this thesis have not bought up booking agencies or management companies. Rather they have either founded departments (Challenge, Timeless, Dox, CoraZong) or founded separate companies to house those activities (White Mountain Holding). In one case none of this was done, only rights to additional revenue streams became shared rather than exclusive to the artist (NRGY).
The following table shows the activities in which the music companies engage, outside the traditional scope of activities by record companies. As such the following aspects were not included, since all companies engage in them: records, licensing, marketing (& promotion), plugging & exports. The Case of White Mountain Holding was taken as a whole, because Marcel Albers represented multiple companies housed under one holding company. As such it is the odd-one-out. 
Table 3.1 Activities of the Music Companies

	
	Booking
	Management
	Distribution
	Publishing
	PA Systems 

	Challenge
	X
	x
	X
	X
	

	Timeless
	X
	
	X
	
	

	W.M.H.
	
	X
	
	X
	X

	CoraZong
	x
	X
	X
	X
	

	NRGY
	
	
	X
	X
	

	Sony
	X
	x
	X
	
	

	Dox
	X
	X
	X
	X
	


From Plastic to People, From Quick Cash to Careers 
Though the independent record labels were often already involved in more than just “the plastic”; the CD –the entire industry has made a move towards the people behind the music, away from the carrier. Over and over it was voiced that the music industry has become a people’s business. As such hits seem to be on the decline and that move is paired with the focus on long-term cooperation. 

Some labels like Timeless have always had a long-term focus in dealing with its artists and the venues. As such the focus lay in careers and the steady building and development of markets for music, in the cases of other companies – like Sony – it is clear that they have recently moved away from a focus on up-front revenue streams to all revenue streams including the long term ones. Furthermore the focus on the CD has moved towards a more holistic approach to the careers of artists. 


This is coupled with an interest to develop young, promising acts from the first day. This shows another move, especially on the side of Majors, from just wanting to sign acts that have already made a name for themselves towards steady career building. This “long breath” that Bart Suer of Dox describes becomes evident in most cases, all except that of NRGY and CoraZong – though with the latter it was hinted to be the case as well. 


All in all this shows a shift of focus on a wider range within the music industry. Sony Music’s daughter corporation named Day One underlines the focus shift for this Major in Europe – it’s a Belgian company. For some of the independents this is not a shift of focus at all, but simply a slight change of heart. 
Where Do We Go Wrong?

Multi rights deals or projects that failed have done so for several reasons. The first would be that success wasn’t met with revenues – In the case of Supertracks ​– and a lack of funds to bridge the period between initial success and its translation into revenues. In these cases the size and financial position of the acts and labels were the factors contributing to an end of collaboration or even bankruptcy. 

A second factor mentioned is a lack of trust. In the case of CoraZong some deals are said to have failed because the contact between the artists and the label was not frequent or easy enough. This lead to deals failing. The trust issue seems therefore a very important one. 


Finally the project Marcel Albers had with Sony Music regarding 360 models might have failed for a multitude of reasons. The most important one seems to be that there were two people who both assumed responsibility and could not agree on key issues. 

The Key To Success? 
When talking about multi rights deals it is important to realise their origin. The cases of Dox and Timeless clearly show that they were doing multi-rights-deals long before the term “360 degree contract” was coined. Bearing this in mind it becomes evident that this contract form is rooted in the world or independent record labels and in the Dutch case: record labels that hold the music in higher esteem than the business surrounding it. 

As such it is evident that to many companies involved in these deals the relationship with their artists was already paramount and due to the higher concentration of business activities with the music companies, has only become more important. Several cases illustrate the recognition of music company executives of the importance to have an “open line” with the artists and make sure there is a solid basis of trust. The lack thereof can make deals fail completely – as Bert De Ruiter’s example of foreign artists illustrates. Furthermore Bart Suer also stated that cooperation’s cannot work if the relationship is no longer healthy and that his company rather severs the ties at such a point.  

Furthermore a long-term focus was reflected in most of the cases. Even at Sony the importance of being part of a career from day one and making sure it gets every chance it needs to grow and flourish was voiced. Almost every other interviewee also spoke in terms of “long breaths” and keeping going until a career took flight.

All these aspects are rooted in the trend that the record industry has been absorbed once again in the music industry and that currently it is no longer about just selling records or just booking bands; it is about people. And people function properly in good relationships with partners who are in it for the long run. 
The Consistent Concepts
The issues identified are: relationships & trust, long term commitments & career building, vertical integration & cutting out intermediaries, and music as a “people’s business” in respect to the success or failure of multi-rights-deals. 

Furthermore music companies no longer seem feasible when having just one core business like CD’s or Booking unless they are vast in size and work with artists that are already quite renowned internationally, like the majors and LiveNation or Helter Skelter (booking agency). The latter becomes evident from the bankruptcy of several large bookers in The Netherlands recently; other companies struggling are the specialised music stores. 
A Table And Figure
Since this thesis is mostly qualitative in nature few tables and diagrams were used, nevertheless it would seem beneficial for the understanding of the important concepts to chart them in a table to see how important they really were. The table represents the importance of certain aspects both at an industry level (like vertical integration and cutting out middlemen) and deal level (like the importance of relationships). 
Table 3.2 Important Concepts Charted

	
	Challenge
	Timeless
	Flow
	CoraZong
	NRGY
	Sony
	Dox

	Relation-

ships
	X
	X
	X
	X
	X
	X
	X

	Trust
	x
	X
	
	X
	x
	x
	X

	Commu-nication
	x
	
	
	X
	
	X
	X

	
	
	
	
	
	
	
	

	People’s Business
	X
	X
	X
	X
	X
	X
	X

	Long Term Commitments
	
	X
	X
	X
	X
	X
	X

	Careers Focus
	X
	X
	X
	X
	X
	X
	X

	
	
	
	
	
	
	
	

	Vertical Integration
	X
	X
	X
	X
	x
	X
	X

	Cutting out Middlemen
	X
	X
	N.A.*
	X
	
	X
	x


* In the case of Flow Records the legal construction in which Marcel Albers both Manages acts and is the director of the music company in two separate corporations makes him both middleman and music company, in effect: he chooses not to cut managers out but houses management in different companies (not always he is the manager himself). 
Figure 3.1 shows most of these aspects also with quotes that underline their importance, but highlight different aspects discussed. These figures are also meant to help readers understand chapter 4 and the conclusions better. 

Figure 3.1 Quotes 

The importance of good relationships and trust: 

Bert de Ruiter:

“Therefore if you ask me does it (the 360 model) work in practice, I would say yes but only if there is a good foundation of trust.”
Tom Peters: 

Interviewer: Right, so the relationship is very important?

Tom: “Yes it’s super-important, it is mainly trust: are you spending your marketing money, or not? Because you can promise a lot, but then you also have to do it. You have to do it in the right places.”
Bart Suer: 

 “So that is the situation; you work together closely and you have to have a lot of trust and understanding for each other’s way of working.”

Proximity and Communication are important for trust: 

Bert De Ruiter:

“But that works less because your contact with these people is a less intense and because of that there is less trust and the relationship is more formal, because of that the built-in conflict-of-interests often plays a larger part.”

Bart Suer:

Interviewer: “So that’s why your pre-period is so long; because logically with every relationship you have to get to know each other…”

Bart: “Yes.”
The industry has changed from selling CD’s to managing careers, a people’s business:

Tom Peters:

“A package of soap is not going to call you back saying I’m on the wrong shelve at the supermarket whereas an artist might very well call you saying I’m performing on the wrong stage at this festival.”

Bert de Ruiter: 

“Really, I am saying that before – in the old system – I was marketing manager of one part of the activities of an artist and now I am marketing manager of the artist – of the brand. So if you apply this to groceries, before you were just marketing manager of the cans of tomato-soup, now you are marketing manager of Unox the brand.”
Rick van Schoten: 

“…you go from product management to people management. You go from an artist is a cd to us and that is what we market to No, it is the artist at the heart and the cd is one of the components you use to put the artist in the spotlight. That is a big difference.”
Long Term Commitments and Career-building: 

Bart Suer:

“…as beginning band you need a lot of support over time. A lot of time has to be put into you, with a very long breath; preferably years.”
Bert de Ruiter: 

“…I think more in terms of career than in terms of the moment.”
Cutting out the middlemen: 

Rick Van Schoten:

Interviewer: So you think that, because you are going to deliver more services, the middle layers like these managers will logically “fall out.”

Rick: Yes.

Multiple companies/actors being involved with one artist being harmful:

Rick van Schoten: 
“In former days it had no use whatsoever for us if a booker came and said that cd must come out because I’m doing a tour! Then we would say yeah, so? You don’t really think we will release a record for you, do you?”
Maurits de Weerd: 
“In general you do not keep each other sharp, they only worked against each other because everyone was doing their own thing.”
Multiple companies/actors being involved with one artist as being necessary: 

Marcel Albers: 

“I think every act needs different, specific people surrounding it.”

Tom Peters:
“I think that you have to make sure that psychologically you don’t put everything in one hand because an artist does not want that. Besides; I think it is fine that a booker and a manager have another opinion, because I don’t have all the answers.”

The recorded Music is an Audio Business Card to get a career going:
Maurits de Weerd:

“Look, these days you need to see the CD – in my opinion at least – as nothing more than your business card. Your audio-business-card, which allows you to play, to get invited to radio programs, to get into television shows, because of your name; by which your artist-thing becomes bigger and bigger, so to say. Through which you create the possibility to hold on to that longer. 

Bart Suer: 

“That record is something you have to release because it is your business card to get gigs, to get the wheel turning. And then you can get some more shows, you make some money and with that you save to record a new record and that’s how you build. And that combination of gigs and CD-sales was very normal really.”

Larger part of revenues does not end up with the initial investors: 

Marcel Albers: 

“Summarising: they (record companies) usually developed all those acts with the manager, invested 100% and when you looked in 2005 at how that investment got earned back by an artists; then 80% of the money never got to the record company.”
Tom Peters: 

“…the profit that ends up with the record companies, is not even 10% of the profit that ends up on the live-performance side. That’s how you need to see the equation, 10:90….”

4. Theory vs. Practice: Inductive Analysis 
The following chapter will explore the implications and connections of the most important themes that were identified in the former chapter. As such definitional issues will be addressed if not yet covered in the preliminary definitions chapter (like vertical integration). 


Issues to be addressed in this chapter include: the distinction of the record- and music-industry, Vertical Integration in Music, Relationships and Trust, Communication and Trust, Multiple Rights Contracts, and Long Term Commitments. 

Some theoretical parts will be put next to empirical parts in a separate paragraph – where this was possible. In other instances theory and empirics are put close to each other in the same paragraph in order to show the connections as clearly as the researcher deemed possible. These choices were made on an case by case basis to make the connections between the empirical results and theory as clear as possible. 


Not that the definitional issues regarding relationships and trust might have been put in the definitional chapter, however the choice was made not to do so because these definitions – and moreover the specific nuances – became important only in this analytical chapter and where of less relevance before – though they were mentioned several times already. 
Record Industry…Music Industry?

What is (perhaps most) important to distinguish is that the record industry is part of the music industry. The music industry has been defined at the beginning of this thesis as “the branch of craft involved in the production, reproduction, performance and business surrounding the art of sound called music.” The record industry can then be defined as “the branch of craft involved in the production, reproduction and exploitation of recorded music.” Though this seems fairly straightforward it is paramount for the following reason. 


Record companies no longer exist in the Netherlands – at least they are no longer called record companies, because NVPI recognises that in general they are often not just involved in recorded music. This becomes apparent from contact I had with NVPI’s people who speak solely of music companies and even corrected me upon using the term “record company.” As such a shift in focus in the Dutch market for music becomes evident; the record industry is not significant enough anymore to be seen as a separate market for many professionals in the field. Its integration in the music industry has become more important in recent years because of this. 

This directly reflects the shift of focus on a lower level seen in the empirics of this thesis; namely in the relationship between music companies and artists. This shift of focus is from just selling CD’s, booking concerts or exploiting publishing rights to the career of an artist. All these things lead to a conclusion on part of the researcher; it is no longer feasible to be concerned with the record industry. Hence the focus of this thesis is the evolution of the music industry in recent years and the part the record industry plays in that. 
Getting More = Doing More? Issues of Vertical Integration…
The issue of vertical integration in this research is an issue that divides the cases. Some music-companies believe that it is only “fair” to share in certain revenue streams with their artists if they can provide an adequate service in that area. Maurits the Weerd is a typical case of this. Other music-companies and professionals like Tom Peters feel differently about this.  Furthermore in the old system some 80% of the money made on the careers of artists did not end up with the former record labels while they made 100% of the investments – in monetary terms, according to Marcel Albers and Tom Peters.

This illustrates that on the one hand there are music-professionals who wish to share in certain revenue streams but find that they must provide a service in return. Others like Marcel Albers and Tom Peters are less convinced of that, but do recognise the need to share in those alternate revenue streams regardless of their commitments in those areas. This is linked to the thought that the career of a musician cannot be seen any longer as a number of separate aspects but as a composite whole where all the parts are interconnected. 


This focus reflects in the work way most people interviewed shared; it is no longer about separate aspects of the career like CD’s or bookings but about the career itself. As such one can argue for or against integrating new departments in the companies. The argument in favour of integration would be that it is “fair” towards the artists that if one wants to share in  certain revenue streams as a music company it is only logical to provide services in that area. Furthermore being wrapped up in the entire career it might prove fruitful to take control of many or all aspects of that career (except the artistic part) in order to gain maximum benefits. Indeed Rick van Schoten too underlines this stance of wanting to gain maximum output career-wise as well as in revenues.

This latter example reveals another argument in favour of integration: maximisation, and more specifically control. In order to maximise output and gain from an act’s career it might prove valuable to be able to control every part of the career to a large extent. Regardless of the negative connotations the word “control” might have, it is likely to be an issue, the simple reason here is that once one is in control it is easier to steer towards certain strategies and goals. Also, it puts the power to make decisions in fewer hands which relates to another argument in favour of integration. 


This would be the argument of “eliminating conflict and overlap.” In former days when massive teams of people from separate companies worked with people conflicts were likely to arise. As noted before, in former days each party cared mostly for his own part of the career and not so much about the other parts – in essence not recognising the interconnectedness of all the parts. This lead to situations where record label executives would be rather annoyed with bookers requesting a new CD be brought out to promote the coming tour and visa-versa. Maurits de Weerd too underlined that these conflicts arose, making the issue even broader in a sense that the direction to be taken was often debated among different people around the artists. Instead of keeping each other alert often the opposite was true, exactly because everyone had their own best interests at heart, rather than the composite whole.

Arguments against are numerous and rooted in several concepts already marked as important. Firstly Marcel Albers clearly stated that every artists needs specific people to work with and that one cannot service several artists with the same team of people. As such integrating companies or departments into one’s music company is not at all feasible because of the personal element. This is rooted in the importance of a good relationship which has been mentioned before and will be intensively covered in the next paragraph. What is more is that when companies have a lot of artists on contract and the companies provide similar services, with the same people for all their artists there are most likely people that will not be able to work together (artists and employees) so well. Likely leading to less than optimal results in the specific fields they are working on together. 


A second issue is perhaps the most fundamentally rooted arguments in the context of this thesis. A main idea that seems prevalent industry-wide is that the entire career of the artist is important, because every aspect is tied to the others. For example: in Jazz live performances are key but the recorded album has been called an audio business card by some of the independents. As such the CD gets the career going to play live, perform on television and radio and so on. It is exactly this interconnectedness of the separate aspects of the career of artists and the idea that massive amounts of money that are made around careers of artist do not end up with the company that have invested by far the most money and effort into these artists, according to Marcel Albers. Naturally this was stated by a music industry professional and as such is an opinion coloured by being on one side of the story. 


The falling sales of recorded music add to this another dimension: necessity. The importance of recorded music might have changed from being a primary source of income to a tool that gets the rest of the career going, but has not lost its importance. As such the former record companies have a valuable service to offer that is not likely to reap instant rewards (so called front-end revenues) but is likely to translate into revenues in the long run (back-end revenues). As such it seems only fair that the music companies share in those revenues no matter what, how those revenues get split is a different concern but in terms of fairness it seems only right. 
In economics one argument for vertical integration is that it is a solution for cases where unforeseen events lead two parties joined in a deal to under invest in order to maximise their own benefit while pushing costs away, thus creating an inefficient situation. Through vertical integration this problem is overcome because most likely the one remaining party – having purchased the assets of the other – will have incentives to cover costs of unforeseen events (Grossman & Hart, 1986, Lorenz, 1999). 

This seems to be the case in the Dutch music industry as well, with the idea that overlap and conflicting ideas – rooted in the notion that all parties used to care only about their part of the artistic career – are overcome by putting all or many of the activities “under one roof.” 


Having stated all this the arguments for and against integration seem reasonable. What is noteworthy here – and has been mentioned before – is that the economic definitions of vertical integration do not apply exactly to the music industry. Besides actually purchasing other companies in the vertical chain of production companies can also buy stock options and reap the rewards from those areas without putting in any effort, or companies can found new departments. 

A People’s Business – Relationships and Trust.
As stated before the record industry dealt with recorded music and the exploitation of that. As such, attitudes of record company executives (like at Sony) were towards the CD’s and no other aspect of the act’s career. Maurits de Weerd also stated this quite clearly when responding to the statement that one needs several parties to keep each other on edge to get the best possible results: “they don’t keep each other sharp, they all work against each other because they’re all doing their own thing”. This underlines that the division of tasks into different companies in the music industry in the past has led to a focus per company on only a “slice of the pie” rather than the entire career. Traditionally this is where the manager came in to keep the oversight as a strategist and career manager for the artist. In recent times however the industry has realised that CD sales is still dropping and one now needs to manage a career rather than a product which is one form of output of that career. 


When an industry becomes centred on people instead of a product economics prove somewhat inadequate in explaining how and why transactions take place. One of the respondents illustrated that point quite well: “A package of soap is not going to call you back saying I’m on the wrong shelve at the supermarket whereas an artist might very well call you saying I’m performing on the wrong stage at this festival.” Ideally the situation seen in the music industry is that for some reason an artists manages to grab the attention of a professional on the business side who feels confident a career could be founded. Then and there a relationship is created.
 
One work in the Economics of Relationships (Samuelson, 2005) defines a relationship as follows: 

“A relationship is an interaction featuring

(1) Agents who are tied together with identified partners over the course of a number of periods,

(2) incentives that potentially spill across periods, and

(3) future outcomes that are tailored to current actions (so as to create current incentives) not by contracts, but by the appropriate provision of future incentives.” 

To relate to the relationship between artists and music companies in this research; there are indeed multiple agents tied together over a number of periods, their incentives both apply to present times and the future since the focus seems to be on careers instead of front-end revenues. Finally, future outcomes are often the focus of actions in the present. As such the definition used by Samuelson (2005) clearly applies.

The first agent in the relations is the artist or – in the case of multiple artists combined in a band or group – and act. Since this first agent is artistic in nature there is a likelihood that the artist has a work-preference to create and perform music known in cultural economics as the art pour l’art attitude (Caves 2003, p.3). This indeed was reflected where Bart Suer clearly stated that musicians want to be taken seriously and be able to sustain themselves through music, rather than side activities like moonlighting or teaching others to make music. This makes any artist actively involved in music likely to be very motivated to make a career, indeed Bert De Ruiter said musicians don’t even get into music without being extremely motivated. (Furthermore musicians – like other artists – are often emotionally attached to their product, which likely makes the entire situation quite distinct from that of an average carpenter or factory employee.)

Bearing this in mind the music companies step in to exploit the activities by the artist and to facilitate services like marketing and recording, it is the music company usually investing in terms of money. When it comes to contracts it would seem quite logical to pay parties involved a percentage based on the amount of money invested. What cannot be overlooked however is the immense investment of time and emotion of artists into their art, which might not be easily quantifiable as an investment but is present nonetheless. This aspect seems to have been overlooked in the past. 

In the relationship trust has proven to be very important to the music companies, in every case the issue of relationships and trust comes up one way or the other. This springs forth from the development that has been recognised in which music companies are involved in so many activities off and surrounding the artist that there are great incentives to work together towards certain goals. In order to attain these goals together both parties need to be moving in the same direction together to overcome obstacles along the way and reach the goals set. For the sake of definitions a definition of trust was consulted.
Ask.com’s online dictionary defines trust as follows: “reliance on the integrity, strength, ability, surety, etc., of a person or thing; confidence.” As such trust is a reliance on something or someone with an expectation of good regarding that person or thing. Indeed “The Economics of Trust” recognise the importance of trust but the definitions of relationships used there are somewhat different from the ones encountered in the research. 

Where the economics of relationships seem to handle these transactions as transactions between two corporate entities or a customer and a corporate entity (e.g. Zaheer, McEvily & Perrone, 1998), in the music industry the deals are between a person – or a group of persons forming a group or band – and a music company. It is a relationship between a very distinct group of producers and companies specialised in exploiting one or several of the forms of output created by or around these producers. A piece like the one mentioned before fails to theorise on a relationship as distinct as that between an artist and a music company because – though the artist is a producer often – the artist is not a company and more like an individual providing a good and/or service. At the same time the artist cannot be seen as an employee because – though on contract in some way – the artist is not in a typical employer-employee relationship with the music company. 


The research by Zaheer, McEvily & Perrone (idem, p.153-155) shows that there are strong negative correlations between inter-organisational trust and negotiating costs and/or conflict. Furthermore they find that interpersonal trust has a strong effect on organisational trust and a strong negative effect on conflicts. Taking this into account their findings might be translated to the Dutch music industry if – for the sake of theory – we see the relationship between artists and music companies as interpersonal on the one hand – the artist and his direct contact at the company – and inter-organisational on the other – viewing the artist as a producer of goods and the music company as a refiner, distributor, marketer and developer of those goods and the producer – or facilitator for the production – of supplementary goods. 


In this light the relationship and moreover the trust between the two parties is recognised to have a negative effect on conflicts and negotiating costs (time, effort and money spent on negotiating). As such trust facilitates more efficient outcomes in terms of negotiations and the fulfilment of contracts and agreements made by artists/acts and music companies. Furthermore a direct positive relation was found between inter-organisational trust and performance (idem). During the term of a contract between an act and the music company trust between the act and the music company as a whole will that most likely have a positive effect on the performance of both parties. 

To relate this to practice; indeed it seems to become evident from multiple cases in the research that trust between the act and the music company is a positive issue. Furthermore – in the light of the theoretical works mentioned before – it might very well prove that this basis of trust not only provides for a longer relationship between acts and their labels, but also leads to the kind of loyalty mentioned by Bert de Ruiter. These kinds of examples underline the findings of trust-economic literature for this specific industry. In this light the obstacles to trust also become relevant. 

One obstacle to trust in these relationships is the reputation record companies have gotten over the years in the USA. According to Marcel Albers those companies have on occasion cheated their artists into recouping the investments three times over because of calculating errors. With such a reputation artists are quite unlikely to hand over their rights to record companies that have proven unreliable in the past. Since these incidents played in the USA mostly it is not much of an issue in the Netherlands. Apart from a psychological effect this might have had on artists in the Netherlands over the years. In this sense the integrity of record companies has been tainted by poor conduct of record companies in the USA. 

One major issue when it comes to relationships and trust is communication, namely the intensity of communication (number of moments per period) and the way of communicating. In the case of CoraZong Bert de Ruiter clearly explained that in some cases deals failed – solely with non-Dutch artists on contract – because the artists were too far away to have contact regularly. Once distrust sets in it offsets a built-in problem of multi-rights contracts being the conflict of interest if one is manager and Record Company. The issue here however is the communication between the agents involved in the relationship. Another example from Bert de Ruiter’s experience is that when a booker says a show is at 12 ‘o clock meaning noon and the artist understands that as midnight the relationship makes all the difference. If the relationship is good they might have a good laugh about it, if it is not it might very well be the end of that relationship. 


This clearly makes a point that – at least in this specific case – trust is extremely important for MRD’s, furthermore the underlining of that statement by multiple respondents in the research makes it even more credible to a wider range of deals regarding music companies and acts. With trust comes the issue of communication which was also part of the example above, this will be covered in the next paragraph. 


The issue of Communication: Information problems and Incentives
When communication is somehow inhibited – be it by proximity issues, technological difficulties, different languages, cultural connotations that do not match up or anything else – trust can be lessened. The case of CoraZong clearly shows this. 

This problem is rooted in the principle-agent problem. This problem is explained most comprehensively as follows “Where people (principals), as a result of a lack of knowledge, cannot ensure that their best interests are served by their agents. Agents may take advantage of this situation to the disadvantage of principals.” (Sloman, 2007 p.200). 

This translates into an artist-music-company relationship as follows. In this case the artist views the music-company as an agent that will aid him/her in the exploitation of his/her career. As such it is important that the artist is made aware of the actions being taken by the music-company, strategies being implemented and so on. When the artist feels that the record company isn’t telling him/her everything he or she needs to know the artist might be inclined to no longer trust the music-company. In essence questioning the integrity of the music company. 


Bert de Ruiter has worked with larger record companies in the past and knows quite a bit about certain bigger artists in The Netherlands. Without naming the artists he claimed to know of several cases where Dutch artists did not have a proper relationship with their music-companies. Furthermore, these companies often acted without consulting the artists and in many cases that further aggravated the reputation of these larger music-companies. The perception of artists of their integrity was tainted by these incidents.

The link between trust and communication has been made apparent now, but communication is a complex issue. One issue in specific that has already been mentioned is proximity. Having face to face contact is different from having contact over the phone, furthermore if the artist lives in the area of the music company’s office one can simply drop by. This makes it easy to have regular contact whereas an artist living abroad – especially if it is so far away time-zones become an issue – regular contact is not as easy. As such proximity plays a part, which the case of Bert de Ruiter clearly shows. Few other cases mention this because most of these people worked mostly with Dutch artists. 

Tied to proximity is opportunity. If one is close by there are more opportunities for contact, this again creates a basis for regular contact. 

Another issue tied to communicating is the culture of the two agents communicating. Words have certain emotional connotations, some become apparent to everyone speaking the language, others are only apparent if one is an insider to the culture because this person is a native speaker. As such cultural difference might inhibit communication, even though emotion is supposed to be strictly separated from formal handlings in business. The people’s business aspect and the likelihood that artists are often emotionally attached to their art however create a basis in which emotions might get enough space to create problems in business settings. 


Finally consultation – being communication itself – becomes an issue. When decisions are made it might prove vital to consult the artist before making a business decision. As such consultation before making choices is an issue of importance. Again, Bert de Ruiter mentioned that several renowned artists in the Netherlands have to deal with music companies that often do not consult them before making decisions that affect the artist. In those cases that only makes the relationship deteriorate. 


All these issues might lead to problems with asymmetric information and if this problem becomes apparent to one of the agents in a relationship as tight as that of an artist and a music company it might foster distrust. This distrust is potentially destructive for relationships. This ties in to the principal agent problem discussed before. 

Long Term Commitments

With a shift in focus away from CD’s and towards careers one issue became apparent from virtually every case in this thesis: music companies are in it for the long run. The first case that clearly shows this is that of Timeless records which showed that not only in terms of artists’ careers the focus is on the long run, but also on a market-basis. For years Timeless was involved in creating a steady infrastructure of venues and audiences in the Netherlands, Italy and Spain. Furthermore they always acted in such a manner that venues wouldn’t go bankrupt and focussed on making sure artists would be able to return at other points in time. 


Dox’ case clearly shows similar ideas, especially in terms of the relationship with artists. Usually there is a period of one or two years in which the relationship with an artist is built through projects before a contract gets signed. This too shows that Dox is in business for the long run and has a lengthy period of preparation simply to find out whether the artist is in it for the long run. 


All the other Independents in the research displayed similar ideas and sympathies but it was not reserved for the independents. Sony Music NL’s Rick van Schoten too voiced wanting to be involved with acts from “day one”. This was of interest exactly because the Majors were known among the independents, as companies only interested in successful acts and taking them out of the hands of the independents who had found and fostered them. Rick recognised that this has been the case for years but is looking for a change in that area and has made efforts to make it so.
Multiple Rights Contracts: Necessity or Principle? 

Dahl (2009, p.52)) clearly stated that “Majors are applying out of necessity what Independents have applied out of principle for years.” This is a statement that is only partially true, it is true that Majors most likely implement 360’s to survive but it is not true that it was simply a matter of principle for the independents. Granted that more often than not the independents have proven integer companies in the past that viewed artists as partners and friends, rather than employees. However, 360’s in the Netherlands were rooted in the Jazz scene where they were implemented for the exact same reason then as now with companies who didn’t before. 

Bart Suer stated quite clearly that 360’s at Dox were created because CD’s were not selling for Jazz because it was not mainstream music. As such it was a contract created for a market where CD’s wouldn’t cover costs, let alone make artists sufficient amounts of money. Similarly Ria Wigt stated that there was never the intention to become a big company involved in all kinds of business surrounding music, it just happened. 

This might translate into a hypothesis that it is exactly this natural chain of events and the moral principles ruling the independents that gave birth to MRC’s might be a key to their success. In contrast to the majors who have been struggling for a couple of years with these contracts without much fruit. However this is a hypothesis fit for more research. 
Multiple Rights Contracts: Theory vs. Reality

The theory of MRC’s is fairly straight forward, what follows was taken from Dahl (2009, ch.3) – this particular text was chosen due to the fact it was written by a masters student of law. Obviously contracts govern transactions and deals and thereby fit into the economic discipline, but often legal aspects play a major part in the writing and the fulfilment of these contracts. Hence Dahl (2009) will be used as a definitional piece on 360’s or MRC’s and as a theoretical framework to connect to the outcomes of the research. 
According to Dahl digital technology is completely overhauling the artist/label relationship and the CD is no longer the centre of the music industry. Today the management model is paramount. The majors still have a stranglehold on the promotion channels according to Dahl, and as such are still in power and are forcing 360’s onto artists. 


Dahl (idem, p.49) defines the 360 deal as follows: “Broadly speaking, a 360 deal is any agreement between an artist and record label that sees the latter being involved in (and seeing profits from) revenue streams other than physical record sales. To put it another way, 360 deals encompass the other 2 ‘arms’ of the music industry that we examined earlier: broadcasting recorded music (…) and charging to see live music (…); in addition to the first arm of selling recorded music.”1

Some people are saying the 360’s are in fact taking more from artists and requiring even less than before from the record companies. So record companies are providing less services while at the same time sharing in revenue streams from more sources. On the other side are those saying that the 360’s create a less subservient relationship from artist to record label. 

In theory artists earned the money they got on the road with their hard work, and this touring had nothing to do with recordings or royalties. 360’s overturn that. On the side of the record company the idea is that it invests in the career of the artist and as such should at least gain some of the revenue from non-copyright sources. 


According to Dahl in the 80’s independent labels were applying 360’s as an approach that made the record label build the artist’s career in an holistic way and acting more like a manager – and somewhat of a partner. What these independents applied out of principle the majors are now implementing out of desperation, hence Dahl seems to suspect the outcomes will differ between the two. 


In the old situation record labels made an investment and gained revenues from the front end streams – the quick money. Whereas the artist got their income from the back-end revenue streams, now the record companies need to tap into this back-end also in exchange for a “deepened commitment”. As such, this deepened commitment defines whether the 360 is better for artists or not. 


Because of the 360’s structure, they only work for real if more money is invested. As such the traditional 90% failure of the past cannot remain the standard. More funds must be allocated to a smaller roster to help labels survive. 


Some record labels have voiced that it is more efficient to have all of the aspects of an artist’s career under one roof. That is true enough because under the current system some functions are overlapped (say marketing) and than there is no one clear vision, but two; which might be confusing. 


According to one professional (the founder of Nettwork Records) no 360 is complete without an artist having a larger chunk of the copyright of the sound recording. However, with falling sales it is perhaps more interesting to have a larger part of copyright of the music, rather than just the recording. The current state amounts to more royalties as well. 


An argument raised by record industry professionals is that artists still need the labels and their industry connections. However, Dahl notes quite rightly that this might apply to U2 getting a deal with Apple but not for a new act. 


A striking positive point of 360’s is that the focus in some cases shifts from instant revenues to career longevity, allowing bands to develop their own brand, music and performance skills while at the same time keep earning money for both parties. This spreads costs and returns in such a manner that labels are inclined to commit for a longer period and allow bands to create a steady fan base and stream of revenues. 


One aspect of importance is that 360’s are mandatory now for new acts. What artists need to realise is that the music companies are still in power; as such they have more bargaining power. What artists should consider is implementing a clause that the specifics of a contract should be renegotiated at set intervals (in terms of time or revenues). 


Ideally a 360 degree contract should be tailored to the individual strengths of both the artist and the record label. This is a move away from the standardised form, the question remains whether or not this is actually happening. 


A problem that arises is that labels now often claim that certain streams of revenue like publishing, merchandising and tour money are a result of the heavy marketing done by the label. The question remains if the marketing input of the labels can be measured tangibly and set out against the other sources of revenue. If it is true, then record labels have a legitimate claim to the extra revenue sources. 


This problem might be circumvented by demanding tangible commitment from the labels. Instead of promotional and marketing activities one can demand more royalties, more tour support money and financial assurance during the building of the career. As such more transparency is created in order to make the deal work better. 


One of the problems with the 360’s is that labels haven’t got the expertise needed for touring and merchandising. As such it remains the question whether it is favourable for artists to surrender that part of their professional life to the labels. The record companies need to start their own arms in these businesses in order to be successful in them. The question remains if they will be. 

When labels start acting as the artist manager as well there is a possibility for conflicts of interest. Meaning that on the one hand the label needs to protect its own interest, while an artist manager’s primary task is to act in the artist’s best interest. 


The fact is that 360’s involve more investment from the music companies; as such it is logical they sign fewer acts. Also this implies that labels will most likely sign only those artists that are sure to earn them money. As such, the diversification of the portfolio with a 90% failure rate will not stick anymore. A question posed because of this is whether 360’s are only for stars.


LiveNation has stepped into the market also, being a powerhouse in promotion, touring and merchandising – and taking a smaller cut of the profits on recorded music – it is likely to become the main competitor of the majors. Artists realise LiveNation will offer them professional tour support and promotion – since that is its speciality and are to receive massive advance payments, making it a tempting alliance. 


What is striking is that as of yet LiveNation has only been signing major acts and these superstars seem to be the only focus in the future as well. 


LiveNation is considering outsourcing certain activities. Namely the production and distribution of albums, due to the huge sunk costs and potentially lethal back-fire that would arise from a flopping sale. The Major could get involved or large chain-stores like wall-mart. Furthermore when it comes to promotion and marketing the record labels have the most experience, whereas LiveNation has none in the field of artist marketing. Only concert promotion is where they are the experts. 


The major distinction between a 360 with LiveNation and a record company is that LiveNation does not take ownership of the recorded music. Leaving copyrights to the artists. 


In concluding it is clear that the 360 can go either way for both parties involved, what stands for both however is that it is essential to be involved in all areas of the business. If not engaged in all activities revenues can be lost, which will result in losses (Dahl, 2009 ch.3).
In practice MRC’s can work in favour of the artists and in favour of the record labels. Dahl (idem) states that some claim 360’s create a less subservient artists-label relationship, while others state that the record labels have even less obligations than before while requiring more from artists. Both are true, varying from case to case and all along the spectrum between the two extremes. 


A case like that of CoraZong shows a relationship between the music-company and the artist in which artists are viewed as partners, the same applies to Dox, Challenge and Flow Records. All three of these companies were in some way involved in other aspects of the artist’s careers, in the case of CoraZong publishing, management, records and sometimes booking were included. Dox is involved in management, bookings, publishing, distribution, merchandising and more. At Challenge records the term “partners” applies but Maurits de Weerd literally stated that the music company was there to service the artists and not the other way around. Flow Records is the odd-one-out in regards to a “deepened commitment” or more services, since some of the artists on contract there are also managed by Marcel Albers’ management company, but legally speaking that is another company though part of the same mother-corporation.


At NRGY the notion was voiced that it is only fair that the music company shares in alternative revenue streams, but no deepened commitment was supplied in exchange. The only thing that clearly changed over the course of years – according to Tom Peters – was that nowadays all the files are accessible for an external audit to see if contractual commitments were met by the music company. Which is something Dahl (idem) mentions as being the “proof” needed to see whether or not music companies are responsible for success in other aspects the career. 

At Sony Music NL artists on contract are offered services outside the traditional scope of activities of the former record labels – like bookings for example. However the relationship as “partners” wasn’t mentioned, what was mentioned however is that contact between the artists and Sony Music NL has become more direct than before – meaning artist managers have lost ground in that respect. 


As for Timeless; the relationship with the artists on contract was not mentioned so explicitly. The impression of the interview was that there was a lot of direct contact with the artists and their American business associates – who were involved in the business in the USA. In this sense Timeless’ relationship with its artist was most likely very equal. Upon contacting Ria Wigt about these issues via email afterwards she stated that the trust “simply grew” and was the reason many artists, promoters, venues and clubs came to Timeless because they had a good reputation due to the trust of their associates. 
What connects all cases to theory is the holistic approach to the artistic career; this point was made in the paragraph on the music industry as a people’s business in this chapter. This holistic focus on a person’s career translates into a different approach to doing business in the music industry is most cases. One point Dahl (idem) makes is that the approach to careers pushes towards record labels committing for longer terms. Indeed this too seems to apply as the paragraph before this one shows. 

Dahl (idem) also mentions that record labels have voiced that all revenue streams are indirectly caused by their marketing campaigns. This sympathy was again voiced by record companies in the research (both Tom Peters and Marcel Alber alluded to this). 

As for conflicts of interest being an issue, Bert de Ruiter stated that these problems only arise when the relationship with the artists is not as it should be. This has been covered in the third paragraph and as such Dahl’s point does apply but most likely only in a limited number of cases. 

As for the point made by Dahl (idem, p.76-77) that 360’s might only be for superstars since labels will be inclined to take less risk the research nuances this. Tom Peters clearly stated that the amount of risk (investments) has not so much decreased; it is merely spread over fewer acts. As such strategic behaviour has become more prevalent in Tom Peters’ professional reality. Rick van Schoten on the other hand renounced signing fewer acts, he said that was not the case for him. As such Dahl’s point of signing fewer acts is not generally applicable, nor the idea that it is all about stars now. Because NRGY operates locally that does not apply so much. 

Finally it is worth mentioning that LiveNation was at some times a point of debate during the interviews and was market as a potentially dangerous player by Rick van Schoten. Nevertheless the signals were mixed and not quite that relevant for this thesis in particular, here lies ground for further research in the future when LiveNation might have found a stable business plan or instead might have reached dire straits or have gone bankrupt. But there will be no further speculation in this thesis on that.  

Conclusion
Through the interviews and the building of cases the author has attempted to answer the questions posed in the introduction. The answers to these questions became apparent from the third and fourth chapter and will now be coupled with the questions in a summarised manner. The sub-questions will first be answered before turning to the main question:

What are the implications of these new contracts for the industry structure in the Netherlands?

The implications for the Dutch music industry are mainly that the balance of power has shifted away from the former record labels, towards the consumer-side of the equation. Furthermore the implications include that the lines of set activities for companies in the music industry and affiliated entertainment industries have blurred. This means most companies have stepped away from their old core-businesses and have stepped into areas of expertise that used to be complementary to their own but have now merged in the concept of “career management.” 


In regards to the relationship between artists and music companies it would seem by-and-large the entire music industry is moving towards a system in which artists and music companies are partners. So, the relationship is more like that between many independents and their artists in the past; even the Major in the research seemed to be moving in that direction. 
Who gains most from multiple rights deals in the Netherlands? 

Gainers from multiple rights contracts primarily were put forward as the artists, by the music companies. The reason for this is that though the CD– in most cases – has lost its position as primary source of income but remains instrumental in regards to the entire career of artists. It has been labelled an “audio-business-card” and the instrument that “gets the ball rolling.” As such the music companies feel they are essential in the music industry and artists gain from multiple rights contracts because they recognise the importance of the entire career and facilitate the success of the career as a whole. 


Bart Suer clearly made a point for relatively new acts and younger artists (in terms of their career) especially benefiting from multi rights contracts because Dox is always in a deal for the long run. As such the music-company patiently acts as a career builder and helps the artist build something up from the ground. As such the multi rights deal approach offers benefits if focussed on the long-run – which indeed seemed the case with all MRD’s the researcher came across. 

What parties have been duped by multiple rights deals in the Netherlands?

Parties that have been duped by multiple rights contracts are manifold. For one the middlemen might have suffered in the cases they were replaced by the “reinvented” music companies. However, many of the respondents do not share this sentiment with their colleagues. Others that have been duped are the artists that have a career that doesn’t quite reach grand heights; these artists have been forced to sacrifice income in order to prolong their artistic career. This applies to national artists mentioned by Tom Peters.
What is the key to a successful multiple rights deal with Dutch music companies?

The key to success that resonated throughout most of the interviews was a good relationship coupled with trust. The two concepts are obviously entwined to a larger extent but that is a different discussion all together. Coupled with these two concepts is the theme of communication which seems instrumental in keeping a relationship good. A third connection to this is that the focus of all of the MRC’s that were investigated was on the long run, as such a fundamental element of MRC’s needed to make them succeed might very well be a “long term focus.” Finally a noteworthy answer to add to this is “that everyone does his/her job properly” as stated by Rick van Schoten. 
What shifts of focus have taken place at the Dutch music companies up and until June 2010?

The main issue that is of relevance here is that “the record industry” is no longer that relevant to most professionals and “the music industry” as a whole is now the focus. As such the focus shift that was observed in the introduction is indeed one that is fundamental: the shift away from recorded music (output of the career) towards the entire career. The holistic focus is relatively new and this was underlined in multiple interviews. 


This is again reflected in a focus shift from short-term revenues to career longevity to ensure revenue streams on the long run. In essence this is the point made by Dahl (2009) that the focus has shifted from front-end revenues to rear-end revenues. 

What structural changes have come about in the music industry in the Netherlands in 2010?

There is not one answer to this question. According the Marcel Albers nothing much has changed except that the power now resides in other areas of the industry in regards to the earlier situation. Rick van Schoten on the other hand believes middlemen are vanishing and will continue to disappear until they have either been incorporated into other companies or gone out of business. Between these two extremes Bart Suer voiced that he believes some companies will go out of business, but by and large most companies will survive and reinvent themselves by taking more tasks upon themselves. Also he voiced his belief that new companies will arise to take over where old ones have dropped the ball. 

What parties have been integrated into the music companies in the Netherlands due to multiple rights deals?

When it comes to integration it becomes evident from the fourth chapter that integration in the traditional sense often does not apply. However, many of the firms visited have managed to integrate parts of the vertical chain of production into their companies. Mainly booking and publishing are “new” activities for most of the former record companies. 


Furthermore some major record companies – that weren’t part of this research because they either refused or simply failed to respond – have been buying parts of other companies in the vertical chain. These companies are not put under supervision of the Major engaged in these activities, they are allowed to run their business as they always have and merely share their profits with the new co-owner. 

How applicable is theory on multiple rights contracts on the reality in the Netherlands?

Theory only partially explains the multiple rights contracts in the Dutch situation. Many of the main themes proposed apply but there are many grey areas and nuances. For example, not every MRC is matched with services according to the rights that are shared. However, other companies do meet every right they share in with a matching service. There are obviously many companies somewhere in between these two extremes. The main point here is that music-companies do believe that multiple rights deals are good for artists and furthermore are needed in order for both the artists and music-companies to survive. As such theory applies to some extent, but because of the nature of theory – displaying extremes more often than the grey areas – it only applies fully to some companies and partially to most. 
What are the arguments for and against vertical integration in regards to multiple rights deals? 

Arguments for vertical integration are: fairness, control and elimination of overlap and conflicts. Fairness in terms of sharing revenues and offering a matching services, control in terms of being wrapped up in the entire career and as such making sure everything goes according to the course set by the artist and the music-company, and finally elimination of overlap and conflicts because a team of different companies only care about their own part of the career and thus tend not to work together, often leading to similar activities in several companies around one artists and getting into frequent conflicts. 

Arguments against vertical integration include: specific needs of artists regarding the surrounding team, interconnectedness of aspects of the career and the importance of the recorded music and finally necessity. Specific needs of artists refers to the importance of a good relationship with the business people around an artists, this importance exists at a level beyond the formal and extends into the emotional sphere. As such each artist prefers to work with different people and it would be hard to match all the artists on contract a Flow Records to the managers at White Mountain. The interconnectedness argument refers to the idea that all aspects of an artists careers are tied together, combined with the idea that the recorded music is instrumental in getting the larger part of the career going. As such it seems fair for former record companies – who provide services for the production and distribution of the recorded music – to claim rewards from other aspects of the career because those revenues wouldn’t have existed in their present proportions if not for the recorded music. Tied to this is that often the music companies do a lot of marketing for their artists, which arguably leads to greater revenues in all aspects of the career. The necessity argument refers to idea that one cannot run a company on recorded music alone, combined with the notion that recorded music is instrumental in an act’s career. 


Now to come to the main question, the answer is obviously quite complex. However the summarised answer will now be given. 


Under what conditions do Multiple Rights Contracts succeed or fail in satisfying both parties involved in the Netherlands up and until June 2010?

The conditions most critical in determining the success or failure of MRD’s in the Netherlands seems to lie in the quality of the relationship. The quality and intensity of the communication, the amount of trust and the proper execution of the different tasks of different members of the team (including the artist), and a long-term commitment and focus on the future are also important in successfully exploiting an artistic career bases around an MRD. 
To surmise the main finding of this research: the Dutch music industry in 2010 has moved away from being a number of sub-markets with companies managing only their “piece of the pie” to a more holistic industry centred around the entire career. It has moved from plastic, to people. 

Credibility, Transferability, Dependability and Conformability 
Critical reflection is essential in the academic tradition; as such this section will touch upon the formal criteria applicable to qualitative research. 

The credibility of the results is largely dependant on an accurate representation of the opinions voiced by the respondents. The author is confident that he has done so because the detailed cases as noted down in the appendix were sent to the respondents to verify the accuracy. The remarks of the respondents were taken to heart, though they were little and the changes were incremental. The summarised version of the case studies in the main text were summarised from the checked cases in the appendix. 

Transferability is a second issue. Basically it entails whether or not the findings are applicable to other people and other contexts (Bryman 2007, p.378). The parallels found are expected to be found in other parts of the world with different people from the music industry. However, the exact results are specific to these cases and the context of the Dutch music industry. As such these results cannot be blatantly copied unto other contexts and other people. However, these findings can be used in further research as a different data-set to compare to findings of others, also they can be used as part of a database in this respect but always as applicable to this context and these respondents. 


A third issue is dependability. The authors himself cannot judge this criterion independently and hence the transcripts of the interviews were put into the appendix so others might check the findings to what was actually said. Furthermore the actual audio recordings will be available in the author’s personal archives and possibly through Erasmus University. 


The final issue is conformability. As was stated before in second chapter the researcher strived not to put answers into the mouths of the respondents (see also Appendix A7, p.90). As such the only attempts to steer the conversations were made by setting overarching themes through the questions posed. Though objectivity is impossible to attain an effort was made to achieve maximum objectivity. 
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