Teaching Materials
With over fifty editions the Now That’s What I Call Music! brand is set to become one of the most long living parts of the record industry. 

The News

Whatever ones opinion on the mania for compilation discs and TV programmes the former has sold over 70 million copies in the last 18 years. Three times a year the younger record buyer is treated to a compilation of many of the tunes they already own and. The formula appears to be a simple one in that two or three current icons are featured and then surrounded by minor performers. So, current ‘market leaders’ are used with a couple of ‘up and coming’ bands added for good measure.
It is simply a way of maximising revenue at a time when people are prepared to buy with a less critical eye. However, to EMI it is ‘music to their ears’ and allows them to actually sell tracks that never charted and make yet more money from titles that were bought back in the summer or even at last Christmas.

The Now 50 disc has been pressed one million times and will be backed by the biggest promotion budget EMI have put behind a single record. The initial manufacturing run is in excess of 400,000, which is more than Madonna’s last big CD push. Each edition sells between 500000 and 2 million copies, far above what would be considered a runaway hit for an individual artist.

These compilations are really cash cows and labels love milking them. With big pre-launch advertising we can accurately predict initial sales and then the lead-time for re-ordering is just a few hours. With modern stock holding and delivery routines (all of which are variations of JIT) the distributor can have new product within hours of the order being emailed to the record company. Labels and artists can re-cycle their recent chart hits and so earn more royalties from a product that offers something for everyone. The customer gets a form of four month summary of the latest hits for the price of a CD and then the record company can sit back and await orders for back catalogue numbers. 

It’s interesting to look back to 1983 when the idea of compilation discs was first launched. The big record companies were unsure, as they feared a drop in their main artists sales but when the first release sold 900,000 copies minds were changed. This initial sales boom was for the UK only and when overseas sales started to mount record company executives everywhere accepted the idea. The product moves with trends and reflects current music tastes. It is therefore flexible and responsive to market changes. If imitation is a sign of others thinking you have a good idea then the brand is a success as every other label now produces a similar product. Indeed, compilation discs have their own chart and the Now series regularly tops the charts.

Compilation records now account for 24.1% of total sales in the industry with number 47, 48 and 49 taking the top three places in the annual sales.

The market has been widened to include dance, jazz, classical and specialist ethnic based music. In total over 400 compilation records are released each year. The Now series has recently been launched in the US and its first four titles sold over 8 million discs collectively. 

The theory

This topical item of news introduces us to lots of what has been covered in class.  Obviously, a considerable amount of what is covered in marketing is central to this piece of news. Think carefully about how unique selling points, the marketing mix, segmentation and the product life cycle are clearly illustrated in this lucrative market. The marketing plan for the product exploits the current market leaders by using them as the main feature of the record and then extends the product life of certain less well-known artists. By aiming at a particular market the company is trying to maximise sales and revenue. It would be interesting to know how they decide on price. One wonders if costs are that important or is it what the customer will tolerate or has been ‘educated’ to accept. Also, the market is nicely positioned and carefully tailored to sit behind barriers to entry that focus strongly on branding and high cost advertising. In truth it’s very much an opportunity for Business and Economics to sit close together, 

Moving on we can note that output and planning feature in the way in which these products are brought to market. The initial run is enough to satisfy early demand whilst reactions are assessed. Then it’s easy to print another batch and just keep ahead of the market. Doubtless any surplus stock can be sold off as ‘specials’. The careful selection of the tracks on each disc means that back numbers can expect an extension to life as well. Once again the total revenue of the label is being increased and this is against a diminishing cost of providing the product.

Boston Matrix and indeed Ansoff’s boxes feature in paragraph three and allows us to think about the product portfolio that has been developed by this successful company or label. There is probably some cross subsidising of new, less well-known bands by some of the revenue generated by this high earning product.

It’s interesting to note how like many other products that are now a permanent feature in our lives this began as something of a gamble and became a success. We would all love to know how this happens. Think for one moment that the Sony walk man was nearly dropped at development stage.

Flexibility also seems to be important in this market. But how does enterprise make certain it is researching/influencing tastes and reacting quickly to what customers want? Modern business listens and watches very carefully to what its consumers want. Being the first mover can result in high profits. This product is certainly not a ‘hit and run’ candidate for it has built a high reputation in a market that is known for its abilities to drop icons quickly!

So, there is lots of Business and Economics in this item of news. Think just where strategy fits into the text, or planning or operations management and even markets and oligopoly seems to be in there. There is also a place for many of the External Influences we study in this week’s news. One might consider this an opportunity to revise quite a considerable amount of the specifications of both subjects.

Some data

Sales of records worldwide in 2000 reached 14.6 billion dollars. However, the US market shrank by 39% during the year. Over 60% of all sales take place in UK and US. The pirate market is now thought to be in excess of $5 billion per year. Napster is thought to be the largest single threat to DC sales and burning your own may be the new way of receiving the sounds you want.

Some useful web sites

1. www.birdpages.purplenet.co.uk – Directory of UK Record Shops and Dealers

2. www.napster.com – details on independent record producers

3. www.theregister.co.uk – comparisons of record prices

4. www.bl.uk/collections – on-line purchases of records

5. www.musicdish.com – details of forthcoming releases

Some questions.

1. Explain how the ‘Now’ label has built such a successful brand.

2. Outline the main ways in which companies practice market research.

3. Why do firms try to establish barriers to entry in the markets in which they operate?

4. Which factors do you think influence the demand for compilation discs?

5. What problems might the record company encounter when trying to sell their products in overseas markets?

Some guide answers to last weeks questions.

1. Tesco wanted to under cut traditional outlets and use jeans as a way of attracting customers to their stores. The lower priced merchandise would have had a high value added status amongst consumers and they would have bought on trust. Whilst in the shop they would probably have moved around and bought other items. Once again it is a way of increasing average customer spend, so boosting sales per square metre. It would also have fitted well with the Tesco desire to remain top of the supermarket league.

2. Levi wanted to remain in control of both the ways in which their products are sold and the margins involved in this part of the distribution process. They did not want trusted outlets losing business and may be being forced into a price cutting war. 

3. IT associates the brands with certain life styles, ages and personalities. It feeds in themes, images and ways of life that appeal to both certain segments of the clothes buying market and might attract new customers. It keeps outlets limited and tries to build an image of quality, history and other characteristics many of us wish to be associated with.

4. They are charged with:

· monitoring price policies

· maintaining standards

· introducing competition

5. (a) Granada for Trust House Forte

(b) TSB and Lloyds

© Pizza Hut

(d) Bovis and Marks and Spencer in some of there store building developments.

