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In July of 2007, the recording 
artist Prince gave away 2.8 
million CDs in a joint newspaper 
promotion in the UK. In October 
of the same year, pop rock group 
Radiohead announced the release 
of its latest album over the 
internet, under a “pay what you 
want” scheme. In early March of 
2008, the group R.E.M announced 
a similar launch for their latest 
album, using the iLike application. 
These moves have been variously 
described in the media as 
“questioning the traditional music 
model and the dominance of 
record labels (CBC.ca)”, or even 
more plainly, “the latest wake-up 
call for a music industry still 
struggling to deal with the advent 
of digital music.” (FOXNews.com)

It’s pretty safe to say that the 
industry is awake. There are 
billions of dollars at stake, and 
no business likes losing money, 
let alone nine figure sums. Most 
record labels exist not for public 
service, not for the proliferation of 
a rich and vibrant musical culture, 
but to generate profits. All the 
artistic criticisms of the traditional 
record label model are by-products 
of this most capitalist of senti-
ments, one which runs counter 
to the increasingly socialist 
attitude towards the music market. 
(Music, as the new opiate of the 
masses, should be free for all.)

Regardless of what the bands 
or artists claim as their justifica-
tion, there’s inarguably a strong 
capitalist motivation for their 
actions. Their albums serve as 
prime marketing vehicles for live 
performances, which typically 
generate much more money than 
recordings ever could. With the 
advent of internet technologies, 
big artists no longer need 
distribution deals with the major 
labels, they can self-publish and 
then tour. Of course, this only 
works for the major artists whose 
reputation or brand already 
exists - usually because of the 
millions of dollars invested in 
development and marketing by 
the now-despised and shunned 
record labels. These artists are 

not just biting the hand that fed 
them, they are simultaneously 
biting the hand that is feeding the 
next generation of performers.

The relative ethics of the 
matter, although interesting, don’t 
change the fact that there is a new 
reality that has to be addressed by 
the music industry. The primary 
problem isn’t defining a solution 
to the new reality – it’s defining 
the new reality in order to come 
to a long-term solution.  When 
Apple® launched iTunes™, 
the company was lauded as the 
saviour of the music business, and 
their Digital Rights Management 
(DRM) system was enthusiasti-
cally described as the future of 
the industry. An assessment of 
the emerging reality is far less 
positive. Despite their rosy public 
image, Apple is not a public 
service agency; as a for-profit 
enterprise, Apple exists first 
and foremost to sell hardware. 
Music or video content is just an 
accessory, albeit an essential one, 
to their business model. While the 
money generated from media sales 
has been increasing in heartening 
fashion, the total revenues from 
iTunes are still chump change in 
comparison to the billion dollar 
profits generated by iPod sales. 
Apple’s only real achievement to 
date is a relative democratization 
of the music industry, followed by 
a rough attempt at monetization, 
but with the result that artists are 
as or more exploited than before. 
iPods are worthless without 
content to play on them, yet Apple 
has consistently refused to share 
the significant hardware profits 
even with major media providers, 
prompting companies like NBC 
and Newscorp to sever ties and 
develop their own content delivery 
mechanisms like Hulu.com. (In 
comparison, Microsoft pays a 
portion from each Zune sale to 
their leading media partners.) 
The entire DRM issue is also 
still unresolved, since the current 
iTunes system is highly unfriendly 
even to legitimate consumers. 
Random House, a major producer 
of audiobooks, recently announced 
it was dispensing with all its 
proprietary DRM technology 

for digital media, describing 
it as essentially pointless.

DRM is, in essence, a tool 
intended to help a content 
developer or producer retain some 
ownership of artistic creations. 
Dispensing with traditional 
forms of DRM doesn’t neces-
sarily constitute a capitulation to 
chronic illegal copying activity; 
a number of major industry 
players have developed or are in 
the process of developing new 
models of business that integrate 
new concepts of ownership. 
Rolf Schmidt-Holz of Sony 
BMG recently announced 
that the company was starting 
development of a website to allow 
consumers to access and download 
the music of Sony BMG artists for 
fixed monthly fees. The true leader 
in this field, however, is Naxos, 
whose online music library is 
now used by countless institutions 
and organizations. For an annual 
fee, consumers can access a huge 
catalog of streaming music at any 
time, from any internet terminal. 
(This entire system was made 
possible by the original Naxos 
business model, in which all rights 
in perpetuity are purchased up 
front from the performers, so no 
royalties are ever due.) Granted, 
the system isn’t bulletproof: users 
can circumvent the streaming 
system by recording the audio as 
it passes through their computer 
sound card, but with unlimited 
access to the site and very fast 
streaming, there’s really very 
little need to do so. The only 
real sacrifice a Naxos subscriber 
makes is that of portability. 

Even the portability issue is 
changing rapidly. There’s already 
some crossover between phones 
and media players, as clearly 
demonstrated by the iPhone, but 

a number of cell-phone service 
providers are now offering internet 
access with data streaming rates 
that will support video and not 
just audio. 3G networks (Third 
Generation) are now the norm 
in Europe and the US, with 
some Asian countries like Korea 
pursuing even more sophisticated 
data transfer systems. 4G (Fourth 
Generation) network technology is 
already on the horizon, and unlike 
past mobile standards, it will 
be entirely based on IP, Internet 
Protocol, meaning complete data 
compatibility with the existing 
World Wide Web. Google, 
having failed in its bid to acquire 
some mobile phone spectrum 
in the US, is now lobbying 
to open up disused television 
frequencies for wireless internet 
transmission, so nationwide 
roaming web access is much 
closer than previously imagined.

If a consumer could stream 
music from the Naxos library or 
similar at any time via a portable 
device, there would never be any 
need to attempt to circumvent the 
streaming by recording to hard 
drive. There would be no need 
to “own” the media if it could be 
accessed on demand via license 
anywhere at any moment. Better 
still, under such a system, artists 
or producers could theoretically 
be compensated based on actual 
media consumption (the number 
of times media is listened to 
or watched), not unit sales. Of 
course, this hypothetical situation 
still isn’t good for the proverbial 
“little guy”. It’s unlikely that the 
average consumer would want 
to manage dozens of separate 
subscriptions for independent 
groups or artists; the most likely 
future scenario is that a few 
enterprises will consolidate 
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content, just like the record labels 
of old, and wireless service 
providers will bundle access to 
those into packages, much in the 
same way channels are bundled 
by cable TV companies. 

The real problem that record 
labels face is how to manage or 
survive until such time as the 
above is reality – which may 
happen very quickly or very 
slowly depending on regulatory 
or legal issues. Google’s effort to 
free up old TV frequencies faces 
strong opposition from the US 
television industry, who foresee 
broadcast TV going the same way 
as record labels, and are trying 
to stall the inevitable evolution. 
Unfortunately, the short term 
outlook in Canada is even more 
pessimistic. With their acquisition 
of Fido, Rogers Communications 
successfully cornered the entire 
3G market in Canada, with all 
other industry players left running 
outdated GSM technology. (For 
all the foreign students at McGill, 
this is why your roaming provider 
in Canada is almost always 
Rogers.) Worse, the extremely 
low population density makes 
installing new network technology 
prohibitively expensive. Compared 
to European nations, Korea, 
or even the US, the Canadian 
market is simply too small and 
the landmass too large to justify 
a major investment. Then again, 
technology has changed so much 
in the last five years, it would be 
unwise to speculate too far into 
the future, save to say that perhaps 
there’s hope for us Canadians 
– and the recording industry – yet.
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