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Turmoil at Radio Ireland

by Mike MeGeever

KiLLALOE — Radio Ireland, that coun-
try’s newest independent national sta-
tion, has run into trouble before it has
even gone on air.

A rift between the station’s chief
executive, Dan Collins, and other
senior executives has reportedly led to
Collins submitting his resignation to
the Radio Ireland board, and to con-
cern at the Irish Independent Radio
and Television Commission (IRTC).
Collins is also the new broadcaster’s
controller of programming.

Michael Foley, media editor of
national newspaper The Irish Times,
tells Music & Media that, “There is a
irreconcilable breakdown between
Collins and other executives. It
appears Dan Collins will go from the
station at this stage. How he goes is
being worked out.”

The differences between Collins and
the board developed just before last
Christmas over programming and edito-
rial control policies, according to sources
close to the station. Collins, former chief
executive of Radio Kerry, recently for-

warded—through his lawyers—two let-
ters stating his grievances to Radio Ire-
land’s chairman John McColgan.

Last week, M&M understands, the
Radio Ireland board gave the chief
executive one week to “consider his
position at the station.” The upheaval
at the station, which is scheduled to
go on air on St. Patrick’s Day (March
17) forced the IRTC board to hold an
emergency meeting on February 18.

The regulator, which must approve
the management make-up of new
broadcasters, issued a statement fol-
lowing the meeting, saying, “The com-
mission is now in discussions with
Radio Ireland in relation to the man-
agement structure of the station.”

At time of going to press, the Radio
Ireland board was in a meeting at
which Collins’ status was expected to
be at the top of the agenda.

Radio Ireland has had other prob-
lems. After Christmas, two of the sta-
tion’s shareholders, publishers
Thomas Crosbie Holdings and Irish
magazine the Farmers’ Journal, pulled
out. UK. company Scottish Radio
Holdings—an unsuccessful bidder for

the licence last year—softened the
blow by taking a 15 percent stake in
Radio Ireland. Last week, Andy Park,
a former BBC Radio and Scottish
Radio programmer, was hired as assis-
tant controller of programmes.

The station’s proposed program-
ming is a “mixture of BBC Radio’s 1
(CHR), 2 (MOR) and 5 (speech),” with
Irish cultural influence, according to
Foley. However, sources say that
Radio Ireland’s consultants, U.S.-
based Paragon Research have urged
the station to take more of a soft-AC
format approach. '

Meanwhile, the station has yet to
sign the contract for its licence with
the IRTC which, technically, means
the station could be prevented from
going on air on its scheduled date.

However, according to Foley, “The
IRTC has so far failed in getting a
national commercial television station
up and running. They won’t want to
fail in getting a national commercial
radio station up and running.” he
adds, “There is too much at stake—on
all sides—for Radio Ireland not to go
on air on March 17.”

NUMBER ONE

European Radio Top 50
NO DOUBT
Don’t Speak
{Trauma/Interscope)

Eurochart Hot 100 Singles
NO DOUBT
Don't Speak
(Trauma/Interscope)

European Top 100 Albums
SOUNDTRACK
Evita
(Warner Brothers)

On Saturday, 5 .

April, MTV
Europe cele-
brates the
release of U2's | =
new Island =
album Pop

with a day of
dedicated pro-
gramming,

based on
archive materi-
al and a brand new interview with
the Irish superstars. The inter-
view will be shot in Dublin this
week. MTV Europe senior VP tal-
ent and music programming Har-
riet Brand comments, “Our moti-

vation is to focus on [a band]
which is of particular interest to
our viewers right now.” Brand
also reveals that, “U2 will perform
at the MTV Europe Music Awards
show later this year.”

LIVES

Denmark’s first
commercial net
hits airwaves

by Charles Ferro

COPENHAGEN — Denmark’s first
nationwide commercial radio network
Radio 2 goes on-air on March 1.

The station aims to realise a 10 per-
cent share of the Danish radio market
with a loosely defined CHR format.
Radio 2 will broadcast via satellite and
cable only, giving the station access to
an estimated 64 percent of Danish
households. TV2 Reklame sales man-
ager Olof Ravn suggests that a more
realistic penetration figure would be
closer to 50 percent.

continued on page 20

Warner sales
drop, profits rise

NEw YOrRKk — Warner Music Group
revenues dropped by 6 percent in

-1996 to $3.95 billion from $4.19 billion

in 1995, while its earnings before
taxes, depreciation and amortisation
rose by 7.8 percent to $ 744 million.

In a written statement, Warner
Music Group comments that, “Results
declined due to lower world-wide sales
in the recorded music and direct-mar-
keting businesses, offset in part by
modest gains in music publishing and
the absence of losses from certain start
up businesses and joint ventures which
are no longer part of the Music Group.”

Warner Music Group blames the
difficult retail situation in the U.S.
market for the decline in revenues,
and is already engaged in a downsiz-
ing of its field operations.

“The domestic recorded music busi-
ness continues to be negatively affect-

continued on page 20
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Spanish market files record revenues

by Howell Llewellyn

MADRID — Spain’s music industry had
its best ever year in 1996, with a record
sales income of Pta 74.1 billion ($525.4
million), a 5.8 percent increase
compared to Pta70 billion ($496 million)
in 1995, according to new figures
published by labels’ association AFYVE.,

However, celebrations were
dampened by a drop in total album
unit sales for the second year in a row,
due to the near-disappearance of the
vinyl LP in the territory as well as a
record low in cassette sales.

CD unit sales reached 35.4 million,
a record high and a relief after sales
fell in 1995—for the first time ever—
to 33.6 million after the 1994 record of
34.2 million. “I would say it was a
historic year because of the recovery

after a poor 1995,” comments AFYVE
director Carlos Grande.

“Three features,” Grande
continues, “are very positive [for the
industryl—the CD unit sales, the
highest ever sales income, and the
increased market share for Spanish
artists. As long as the CD triumphs,
the industry cannot complain.”

AFYVE president Saul Tagarro, who
is also president of Warner Music Spain,
says 1996 was an even better year than
the published figures show. He reveals
that AFYVE’s sales to the trade were 17
percent higher than in 1995.

“I think it was a magnificent year,
considering such factors as the drop in
sales of cheap range CDs which means
that sales of chart CDs were better
than the figures suggest,” comments
Tagarro. “Total unit sales did fall, but

you have to analyse what kind of
sound carriers and price ranges did
well or badly to get a true picture.”

In the albums market, cassette
unit sales slumped to 15 million, down
from 17.9 million in 1995 and from a
record 27.2 million in 1989. Vinyl LP
sales were barely 79,000, down from
259,000 in 1995 and a total of 20.6
million in 1989. As in other European
territories, sales of singles picked up
slightly, rising from 1995’s 890,000
units to 920,000.

Some industry observers may have
expected even better results; just two
weeks before AFYVE’s figures were
released, Tagarro and other industry
insiders were enthusing that 1996 had
been a record year following a pre-
Christmas sales boom, which included
the Spice Girls selling more than

500,000 units of Spice in just five
weeks over the festive season. Sales
are now well in excess of 600,000,
making Spain the Spice Girls’ third
best-selling European market after
the UK. and Ireland, according to
Virgin Records.

Good news for Spanish artists is
that domestic product’s share of the
overall market rose to 36.4 percent
from 1995’s 319 percent, while
international pop accounted for 55.8
percent of the market, compared to
59.6 percent a year earlier. Classical
music’s share fell slightly from 8.4
percent to 7.8 percent.

The Spanish artists’ share would
be even higher if all Spanish-language
music was included, as many Latino
artists such as Gloria Estefan sell
very well in Spain.

U.S. sales flat; U.K. shipments rise

WasHINGTON, DC — The U.S. music
market posted flat sales in units and
value for most formats in 1996, confirm-
ing the downturn of the market after
years of growth. Only the CD single
reversed the trend, doubling 1995 unit
sales with a record 43.2 million.

The total value of domestic shipments
rose 1.7 percent to $12.5 billion in 1996,
up from $12.3 billion in 1995, according
to figures supplied by US record industry
body RIAA. Total shipments of all for-
mats reached 1.14 billion units, a 2.2
percent increase over 1995,

CD album sales reached an unprece-
dented mark of over 778.9 million units,
a 7.7 percent increase over 1995 num-
bers. But cassettes are on a downward
trend, with 225.3 million units shipped,
a 17 percent drop compared to 1995.

RIAA  president Hilary Rosen
remarks that these figures, “Come as no
surprise.” She adds, “While it is impor-
tant to examine what the industry has
done right and wrong over the last cou-
ple of years, we should not dismiss the
fact that consumers continue to buy pre-
recorded music in record numbers.”

LoNDON — The British music indus-
try enjoyed its fourth consecutive
record year in 1996, with shipments
totalling £1.08 million ($1.72 billion),
a 6.1 percent increase over 1995,
according to figures released by the
British Phonographic Industry (BPI).
The rise was attributed by the BPI
by a surge in CD shipments and an
increasingly active singles market.
The album market posted a 5.8 per-
cent growth in value at $ 1.53 billion,
and a 6.2 percent increase in volume
to 208 million units. CDs now account

for 74 percent of total shipments.
According to the BPL, “The volume of
CD album shipments is now almost
160 million units, confirming its posi-
tion as the most popular sound carrier
in the entire history of the industry.”

Singles sales posted a double digit
volume growth and total shipments of
78.3 million units. Shipments of CD
singles approached the 50 million
mark, a 23 percent growth over 1995
figures. “The [singles] market is now
larger than it has been at any time
since 1982,” says the BPI.

Classic FM reviews
Nordic operations

by Mike McGeever

LoNDON — The GWR Group, operator
of Classic FM in Sweden and Finland,
is investigating the possibility of clos-
ing the two Scandinavian stations in
order to stem the financial haemor-
rhage which is affecting the Classic
FM operation, according to sources
close to the station.

ther, saying only, “All options are
being reviewed.” However, sources
claim the options being considered—
other than closing the station—include
changing format, attracting other
investors or selling it off.

U.K.-based GWR inherited the loss-
making operations when it took control
of the entire Classic FM operation at the
close of last year. Classic FM’s Swedish

“‘GWR and Finnish
has always operations’
said it was lack of rev-
going to C L A S S I C M enue were
review the largely
situation responsible
(of the two for Classic’s

stations),” comments GWR spokesman
Matthew Smallwood. However, he
adds, “No decision has been yet been
made.” GWR confirms it has sent rep-
resentatives to the Classic FM station
in Stockholm, and that they will report
back with appropriate suggestions.
Smallwood declines to elaborate fur-

nearly £3 million ($4.8 million) overall
loss, according to its annual report last
October. However in the same financial
year, Classic FM in the UK —where it
has been credited with increasing the
credibility of commercial radio with the
advertising industry—posted a profit of
£1.4 million ($2.2 million).

It all seemed like a Blur when the U.K. act blitzed four Spanish cities
in one day. Cadena SER’s CHR station Los 40 Principales organised
the February 13 event, dubbed “Blur Day.” The day began for the band
at 09:30 with a live chat in Los 40’s Madrid studio; by 13:00 they were
on the air from Seville in the far south, where a listener who won a Los
40 contest was presented with a guitar signed by the four band mem-
bers. Lunch was enjoyed with four fans who won another contest in
Valencia, and a brief gastronomic analysis was broadcast live from the
restaurant at 17:30. The trip ended in Barcelona, where Blur played
two acoustic songs live from the Los 40 studios at 21:00.
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Eurodat tests music-on-demand

by Rémi Bouton
CANNES — French company Eurodat is
planning to launch a service called Paris
Music, the first ever experiment with
music-on-demand in the French market.
The project was unveiled by Euro-
dat president Frangois-Xavier Nuttall
at Milia 1997, the multimedia market
organised by Reed Midem, which
attracted over 8,000 professionals to
Cannes between February 10-13.
Paris Music is a joint venture with
cable operator Lyonnaise Cable and
Kleline, a joint affiliate of French
bank Paribas and luxury goods hold-
ing LVMH. The test is due to start on
March 15 in 400 cabled households in
the cities of Paris, Le Mans and

Annecy. To be eligible, the households
must be equipped with computers and
a cable-modem device. If conclusive,
the test will be expanded in Septem-
ber to an additional 5,000 households.
The project is being tailored to test
consumers interest In music-on-
demand services. “It is usually assumed
that electronic distribution of music will
represent some 15 percent of the world-
wide music industry total turnover
within the next five years,” comments
Nuttall, “but there are still many legal,
financial and commercial loopholes.”
Nuttall says this first “real-time”
experiment will help to identify those
loopholes and give a better under-
standing of the attitude of consumers
when faced with new systems of deliv-

ery and consumption of music. He
adds, “It will also allow us to come up
with an idea of the right price, a mar-
keting frame, and we will be able to
see if the current legal system is fully
adapted to this type of service.”

In the first phase of the project,
Paris Music will allow customers to
link up with a data base of some 600
titles and listen to selected titles at
“lo-fi” sound quality. If customers are
interested in acquiring a specific title,
they can then order the track, down-
load it onto the hard-disk of their
home computer and listen to it in digi-
tal hi-fi quality.

Downloading a song will take close
to a minute, according to Nuttall—
faster than with similar services cur-

rently available on the Internet.

Nuttall adds that the system uses
the ASFS technology developed by
Eurodat, which prevents any digital
duplication from the hard disk. Con-
sumers will pay through an electronic
cash system currently developed by
Kleline. No consumer rates have been
set so far.

Nuttall estimates that the test will
cost approximately FFr900,000
($166,000). Music Paris is backed by the
main French rights collecting soci-
eties—Sacem, Sdrm, Scpp, Sppf, Adami
and Spedidam as well as U.K. mechani-
cal society MCPS. So far, several inde-
pendent labels and one major compa-
ny—Sony Music—have agreed to
supply songs from their catalogues.

Epic, Columbia
split in Belgium

by Marc Maes

BRUSSELS — Sony Music Belgium man-
aging director Koen van Bockstal has
announced the split of Sony Music’s
Columbia and Epic labels into two sepa-
rate divisions with their own marketing
and promotion staff. Both will continue
to share sales and A&R resources.

Previously, Columbia and Epic were
operating under the same management.
From now on, each label will have its
own marketing director—respectively
Patrick Aerts for Epic and Bernadette
Feller for Columbia, both freshly pro-
moted to these new positions—two prod-
uct managers, two promotion managers
and one assistant. A release-coordinator,
Rita Wyns, will supervise release sched-
ules for both operations.

Sony Music’s local roster, until now
mainly grouped under the Columbia
banner—Barbara Dex’s Tender Touch is
the only Belgian album so far released
on Epic—will be split between the
labels, but A&R director Gino Moerman
will continue to act as A&R chief for
both. Van Bockstal says both labels will
play an active role in signing and devel-
oping local talent.

Van Bockstal, who left his post as
MCA Music Belgium general manager
last December to join Sony, says the phi-
losophy behind the split is that small
structures allow staff to set priorities
and concentrate marketing efforts more
efficiently. Van Bockstal comments,
“The main idea is to relieve the pressure
on each unit, as the artists’ catalogue
will be split between the two labels. This
will allow us to invest more time in cre-
ative marketing campaigns for our
international artists and devote more
time in developing new talent.”

Van Bockstal says one side effect of
the split will be to create a, “healthy
competition” between Columbia and
Epic. “This will motivate and stimulate
each team,” he adds. “Small units will
also encourage team-spirit—with less
artists on the roster, each unit will be
able to better address its priorities.”

NRC Handelsblad

The Dutch financial broadsheet celebrates “ten years of
house music in Europe” with a four page pull-out. For
international readers with a basic understanding of the
Dutch language, the feature offers a comprehensive insight
into Dutch club culture. Consumer profiles, ranging from
from hardcore Gabber fans to Trance addicts, night club
trends, key retail outlets and the drugs associated with the
scene all form part of a kaleidoscopic view compiled by
NRC staffer Arlen Poort.

‘NRC Handelsblad (Holland), February 13

Music & Copyright

‘There will be no respite for the world-wide music industry in
1997 as the current slowdown in soundcarrier growth will
continue, according to the Global Music Industry Outlook
.study by financial analysts Goldman Sachs, published in the
Financial Times fortnightly newsletter. The report points
‘out that major companies will only find growth from increas-
ing market share at the expense of their competitors, rather
than from a global increase in sales. They will also have “to
cut costs, develop new acts, and do what they can to improve
“the retail situation,” notably in the U.S. and France, accord-
ing to the study. In the survey, Goldman Sachs estimates the
‘market shares of the major companies in 1995/96, with Poly-
“Gram taking the lead at 17 percent, followed by Sony (15.5

BMG Ariola Munmich-signed U.S. boy
group 'N Sync celebrate their first gold
disc for sales in excess of 250.000 units
of their debut single I Wan¢ You Back
in Germany. The five boys from Florida
and their Swedish producer/song-
writer team of Denniz Pop and Max
Martin celebrated the success in
Munich, only days before the start of
their German tour on March 1, which
will take the band through 21 cities.
Pictured are (front row, left to right) ‘N
Sync’s JC, Chris, Justin, Joey and
Lance with (top row, left to right) BMG
Ariola Munich MD Matthias W. Gibson,
band manager Lou Pearlman, Pop,
BMG Ariola deputy MD Jan Bolz, Mar-
tin, BMG Ariola head of international
labels Andreas von QOertzen and tour
promoter Werner Lindinger.

percent), Warner (15 percent), EMI (14 percent), BMG (115
percent) and Universal (6.5 percent).
Music & Copyright (U.K.), February 12

Rolling Stone

After the UK., it’s the US music industry’s turn to face inves-
tigation over CD pricing. The U.S. music/lifestyle magazine
reports on a law suit against the six major record companies
charging that CD prices are kept artificially high. A lot is at
stake—lawyers “hope to prove that the major labels are
involved in a price fixing conspiracy and to win back the
money that consumers may have been overcharged,” accord-
ing to writer Eric Boehlert. “The industry has done a terrible
job explaining [high costs] to consumers,” an MCA Records
executive is quoted as saying. Also in this issue, a profile of
Michael Golstone—ex-Epic, now of DreamWorks—who is
described as “the most successful A&R executive of his gener-
ation.” During his time at Epic, Golstone signed Pearl Jam
and Rage Against The Machine, amongst others.

Rolling Stone (U.S.A.), February 6

Le Monde

Peter Gabriel’s appetite for new technologies is not virtual
at all—after two years of development, the U.K. artist is
finally to release his Eve CD-Rom, reports the French daily.
A co-production between Gabriel’s Real World Multimedia
and US company Starware Corporation, the CD-Rom will be
distributed by Virgin Interactive. Eve has already won the
Grand Prize Milia d’Or, awarded during the Milia multime-
dia trade fair in Cannes, where Gabriel was interviewed by
Le Monde. “Many professionals consider CD-Rom is dead,”
says Gabriel, “but I don’t agree. The CD-Rom as we know it
might not survive, but I am convinced that the concept of
individual interactive platforms is established.”

Le Monde (France), February 17
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At the beginning
of this year, Ted
Ferguson  was
appointed gener-
al manager of
RCS Europe. The Scarsdale,
NY-based company markets
and licenses software and
technology such as Selector
or Master Control for radio
broadcasters. A former DJ
in Detroit, Ferguson has
also been a radio program-
mer and station manager in
the USA. and in Europe.
Emmanuel Legrand inter-
viewed him at RCS’ Euro-
pean headquarters in Paris.

} dialogue

r

Ted Ferguson

Q: What was the brief [RCS presi-
dent] Andrew Economos gave you
when offering you this job?

A: The first priority is to always make
sure that the clients using our software
or our technology are happy with the
product and the service they receive
from our European offices; business is
only as strong as the service it offers to
its clients. Our second goal is to find
new clients who can be interested in our
products—first and foremost, Selector.

Q: You’ve been working—in differ-
ent capacities—in several Euro-
pean countries. How do you
analyse the evolution of the radio
market in Europe ?

A: Most Americans don’t read proper-
ly what’s happening in Europe. You
have to look at each market individu-
ally, with their own culture. You have
to look at the situation country by
country. In France, for example, the
national networks have large profit
margins, whereas individual opera-

Bonguardo
returns to M&M
sales tfeam

Music & Media is strengthening its
sales team with the appointment of
Milan-based Lidia Bonguardo as sales
and marketing executive, responsible
for Italy, Spain and Greece. In fact;
Lidia is re-joining Music & Media, as
she previously worked for the magazine
from 1989 to 1992. Music & Media asso-
ciate publisher, Marc Gregory, com-
ments, “I am delighted to welcome Lidia
back to Music & Media. She will be an
invaluable asset as she knows her mar-

ket so well.”

tors are struggling to make money. In
Germany, the network configuration
is not taking hold, and in Berlin, all
the top seven stations are making
money. In Sweden, there are a rela-
tively important number of competi-
tors so it is very difficult for any of
them to make money.

Q: Is Europe gearing towards a
larger diversity of formats ?

A: T would say that fragmentation by
formats has not yet happened in Europe,
as it has been in the States. Take Paris
for example, where—apart from the cul-
turally-oriented stations supported by
local communities—most of the stations
tend to replicate each other to a certain
extent. There isn’t a massive range of
diversity available on the dial. It comes
probably from a lack of musical diversi-
ty, which would allow formats such as
rock, alternative rock, soft rock or classic
rock. People tend to take the middle
ground. But I would say that European
broadcasters pretty much reflect the
tastes of their listeners.

Q: How many stations in Europe
use Selector?

A: Between 400 and 500, roughly.
Because our products were originally
introduced in France by Philippe Gen-
erali, France is our strongest market,
but we’re also strong in Germany and
in Scandinavia.

Q: Is Selector your best-seller?

A: On the software side, yes. On the
programming side, Linker, which
rotates non-music items, such as ad
breaks, is doing well. On the hardware
side, we have been marketing, with
success, Master Control. Another area
we are focusing on is service. We aim
to provide our clients with 24 hours a
day support and back-up.

Q: Your Aircheck system is current-
ly in use in France and the Nether-
lands to monitor radio airplay. Is
that business likely to grow?

A: We will undoubtedly take this
product [Aircheck] into countries
which are new in licensing radio sta-
tions, but not always as a mean to
monitor music airplay. Nothing is
worse for a radio station than to have
a client getting back to you and ask-
ing for your schedules of the past 5
months to check if ad spots have been
properly aired.

The Tracker technology is designed
to give that information. Most sta-
tions don’t have the resources to do it,
and it is a market of interest to us. We
are also discussing with some rights
societies in continental Europe as well
as in the UK. and the U.S.A.

Q: Are you working on new lines
of products?

A: Our major concentration during
the past year was on developing Mas-
ter Control on Windows NT. This is
currently being tested in Dayton,
Ohio; the project is supervised by
Philippe Generali right now. It will
cover a wider range of applications
and it will be our main product in the
years to come.

Monaco choice
for NAB Europe

WaSHINGTON, DC — Monaco has
been selected as the site for the fifth
annual European Radio Operations
Seminars, sponsored by Washington-
based organisation National Associa-
tion of Broadcasters.

The event will take place November
16-18 at Monaco’s Hotel Loews. During
those two days, the Riviera city will
host one of the most comprehensive
radio meetings in the European calen-
dar. The seminars include sessions on
executive management, programming,

research, syndication, formats and
sales, with European speakers as well
as U.S. experts and broadcasters. The
event is designed to “adapt U.S. exper-
tise to the European industry.”

Last year’s event in Rome drew
some 180 radio professionals from the
main European territories. Lucy
Smith, European director of NAB,
expects more or less the same atten-
dance for the 1997 seminars. “We
want to keep the event human and
friendly,” she says.
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news bites
DENMARK

Hotel Evergreen returns

Oldies show Hotel Evergreen is back
on public broadcaster P3. After the
Danish Broadeasting Company (DR),
which owns P3, announced at the end
of 1996 that it was taking Hotel Ever-
green off air, the public reacted with a
storm of phone calls and letters. In a
country where roughly 30 percent of
the population is 45-65 years of age,
Evergreen turned out to be one of DR’s
most popular programmes. The re-
instated Sunday morning programme,
featuring mostly pre-rock'n’roll era
music, is also one of the longest-run-
ning shows on the station.

GERMANY

New frequencies for Saxony

Four new FM frequencies will be distrib-
uted by Saxony’s media authority SLM
this summer. According to SLM, three of
the frequencies will fill local gaps in the
broadcasting area of already licensed
stations. The fourth, served by a 2kw
transmitter on the Fichtelberg moun-
tain can reach a potential 400,000 lis-
teners. The deadline for applications
was February 20. Details of applications
or interested parties were not available
at press time.

NETHERLANDS

Dates for Amsterdam Dance Event
Dates for the second edition of the
international music conference and
club festival programme Amsterdam
Dance Event (ADE) have been con-
firmed as October 15-18. The confer-
ence will be held in a converted church
close to the city’s famous red light dis-
trict. As with last year’s event, the fes-
tival part of the event will be organised
in co-operation with major Amsterdam
clubs. In 1996, the ADE attracted 700
delegates; ADE is an initiative by the
Conamus foundation for the promotion
of Dutch music.

Provogue’s centenary release

Dutch blues label Provogue has released
its 100th CD, former Supertramp gui-
tarist Carl Verheyen's Slang Justice.
Launched eight years ago, the label has
attracted a number of international
artists including Pat Travers, Walter
Trout and Dave Hole. “Today, the artists
on the roster have become our A&R
team,” comments Provogue MD/founder
Jan van der Linden. “Most new artists
are brought to us by people already
signed to Provogue, like Verheyen, who
was introduced to us by Walter Trout.”

SPAIN

New director general at RTVE
Fernando Lépez-Amor, a parliamentary
deputy for Spain’s ruling conservative
party, was sworn in as director general
of Radio Television Espafiola (RTVE) on
February 10. This follows the resigna-
tion of the previous director general,
Monica Ridruejo, barely nine months
after accepting the job. Differences
between Ridruejo and the government
on how to tackle RTVE’s huge debt—
expected to top Pta 450 billion ($3.3 bil-
lion) by the end of the year—are thought
to have prompted her resignation.
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PolyGram: cutting back to move forward

by Jeff Clark-Meads and Emmanuel Legrand

For PolyGram, 1996 is likely to remembered as a pivotal
year. Although, by its own standards, trading results in
the 12 months were disappointing, of more significance to
the long-term health of the company was its global
restructuring programme, and the move into profit of its
fledgling film division. Music & Media profiles what is
still, according to estimates by financial analysts Gold-
man Sachs, the world’s largest record company.

" peaking at the February 12
presentation of PolyGram’s
% 1996 results in London, group
L 4 president/CEO  Alain Lévy
: described the company’s fig-
ures (see box below) as “disappointing
in that they are well below what Poly-
Gram is capable of achieving.” Slower
music industry growth and lower than
expected sales from international pop
artists were cited by Lévy when
explaining the flat operating profits.
Lévy noted that no PolyGram
album had broken the 5 million units
barrier during 1996, the biggest seller
being the Cranberries’ To The Faithful
Departed
with 4.5 mil-
lion units
sold, followed
by Bryan
Adams’ 18
Til I Die (3.9
million
units). Other
. best-sellers

4 included
v albums by
SRR Sting,

Sheryl Crow, Soundgarden, Elton
John and Pavarotti & Friends.

Lévy said that, because of lower
back-catalogue sales and the lack of
albums selling over five million units,
marketing costs had increased for all
PolyGram releases. On a more positive
note, executive VP and chief financial
officer Jan Cook noted that the compa-
ny chalked up 34 million-selling
albums in 1996, compared to 31 mil-
lion in 1995 and only 16 million in
1991. This, according to Cook, is evi-

dence of a broadening of PolyGram’s
repertoire base.

New talent, tighter budgets

Lévy admitted that PolyGram had not
stayed abreast of changing tastes, and
had been over-confident in believing
that the previous sales histories of cer-
tain artists would guarantee the success
of their new albums. He added, though,
that there had been no diminution of
creativity within the company or by its
acts, and predicted that the artists who
experienced a disappointing 1996 would
return to previous sales peaks.

“In musie¢, PolyGram’s strength in
breaking new international talent and
in local repertoire only partly made up
for weak performances in a number of
areas,” observed Lévy. “We took cor-
rective measures last year with a view
to creating the right conditions to
restore sales and profits growth.”

Those measures included a down-
sizing of the company, and the disap-
pointing 1996 results have forced
PolyGram to further tighten A&R and
marketing budgets, with a $30 million
restructuring programme resulting in
the loss of 550 jobs—a higher figure
than the 400 previously announced
(Music & Media, February 22).

Some 200 posts are being lost as a
result of the move of PolyGram’s U.K.
distribution centre from London to
Milton Keynes, and a further 100 will
be shed in continental Europe, mainly
as a result of a consolidation of distrib-
ution activities .at its premises in
Hanover, Germany, which is being
made into a regional supply centre.

PolyGram results 1996

ating profit remained flat at $574 million, Music divi-

sion operating profits were down to $593 million,
compared with $614 million in 1995, with net sales up 5
percent at $4.23 billion. Revenues from music repre- g
sented 84 percent of PolyGram’s total income in 1996. |

Chief financial officer Jan Cook reported that in

Europe, sales increased by 7 percent, while operating
profit decreased by 2 percent. He said the buoyant situa-
tion in markets such as the UK. and Spain (where a loss
was turned into a significant profit) was offset by flat or

T otal sales were up 8 percent to $5 billion, while oper-

weakened performances in countries such as France, Germany,

the Netherlands and Scandinavia.

In Asia, sales were up 4 percent at $833 million, with operating prof-
its increasing by 11 percent to $131 million. In the rest of the world
(effectively Latin America and Australasia), sales were up 47 percent at
$428 million, and operating profit increased 58 percent to $62.3 million.

(PolyGram reports in Dutch guilders. The exchange rate used in this story is 1,877 guilders to the doliar.)

PolyGram'’s top sellers in '96

Country Artist

France Florent Pagny

Gemany Rommstein

Italy Zucchero

Benelux/Gemany Andrea Bocelli

Spain Nino Bravo

Sweden The Cardigans

Czech Republic MC Erik & Barbara

U.K./Eire Beautifu! South,
Pulp. East 17,
Lighthouse Family,
Boyzone

In the U.S., Cook said that 70 jobs
will go in PolyGram’s jazz operations
within the context of a total reduction
in head-count in the country of 150.
There would also be, Cook warned,
“the closure of some smaller labels.”

Lévy said that many of the remain-
ing European job cuts would be made
during the first quarter of this year,
with the U.S. reductions largely com-
pleted by the end of June. He added
that the restructuring process was
already well underway, citing the
recent closure of Metronome in Ger-
many and the reshaping of Motown as
evidence of progress towards the com-
pany’s goals.

The fate of Motown has been a sub-
ject of intense speculation since Andre
Harrell took over 18 months ago. Presi-
dent and CEO Harrell announced a
restructuring of the label at the begin-
ning of February, resulting in the
departure of several executives.

Of PolyGram’s performance in the
global market, where Goldman Sachs
estimates it currently enjoys a market-
share of 17 percent, a company state-
ment says, “Margins were squeezed as a
result of retail concentration in Europe
which caused a higher proportion of dis-
counted product; and an unstable U.S.
retail sector which reduced orders and
increased bad debts.”

The global market

Lévy claimed there was every reason
to be confident about the future of the
global record market. He said the
reaction of some commentators to the
slide in world music market growth
rates from 10 percent to 3 percent was
“hysteria.” He contrasted the slow-
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Pulling power for
- - PolyGram (from left)
Joan Osbome, Lionel
Richie, Luciano Pavarotti
and Elton John

o

The millionaires club

The following PolyGram artists sold
over 1 million units worldwide in 1996.
The Cranbenies; Bryan Adams; Sting;
Shania Twain; Metdllica; Sheryl Crow;
Soundgarden; Joan Osbome; Efton
John; 311; E o Tchan; Abba; Spitz;
Andrea Bocell; Jacky Cheung; The
Camenters; LL Cool J; Mark Knopfier:
The Beautiful South; Def Leppard; Bob
Marley/Wailers;  Lionel Richie; Zuc-
chero; East 17; Boyzone; Fiorent Pagny:;
Lighthouse Family; John Mellencamp;
Grupo Limité; Luciano Pavarotti, e
down in record sales with that of the
semiconductor market, “where a dip
means a 25 percent fall in sales.”

Lévy noted with satisfaction that
1996 was a significant year for Poly-
Gram Filmed Entertainment, which
had now moved into profit. Poly-
Gram’s results came the day after the
company's films were nominated for a
total of 14 Oscars (seven for Fargo).
Other box-office successes included
Trainspotting, Dead Man Walking,
Sleepers and Mr. Holland’s Opus.

“I am pleased with the progress of
PolyGram Filmed Entertainment,”
commented Lévy. “Its move into prof-
its in the second half of the year,
although only one measure of our
progress, reassures us that we have
the right strategy for running a suc-
cessful film business, while the unique
library of movies it is building creates
and increasingly valuable asset.”

But for its music division, the Poly-
Gram president warned the 1997 will
be, “a challenging year, particularly in
the U.S.” Lévy said he was “optimistic”
about the company’s new releases
planned for 1997, including new
albums from U2, the Bee Gees, Elton
John, Jon Bon Jovi, Boyz II Men, Joan
Osborne, Pulp, Texas, Wet Wet Wet
and Vanessa Williams, among others.

“The music business is not a
mature industry yet,” remarked Lévy,
suggesting that there was still room
for the company to grow and increase
marketshare. But the competition is
getting tougher, he warned, and not
only within the music industry itself.
“Music is competing for the [overall]
entertainment dollar,” he noted.

Jeff Clark-Meads is Billboard’s inter-
national news editor.






