Journal of the
Music & Entertainment Industry
Educators Association
Volume 7, Number 1
(2007)

Bruce Ronkin, Editor
Northeastern University

Published with Support
from

Current Sales Data and What the
“Long Tail” Might Be Doing
Stephen Marcone
The William Paterson University of New Jersey

One of the more interesting discussions going on today is the one
about what effect Chris Anderson’s “Long Tail” theory will have on the
music business. Essentially the theory states that in a market of virtual shelf
space (hence the digital world) slower moving product such as deep catalog titles, less popular genres, and indie releases can collectively equal or
outsell the best-selling titles. Robbie Vann-Adibe, the CEO of Ecast, a digital jukebox company, whose restaurant players offer 150,000 tracks poses
the question, “What percentage of the top ten thousand titles in any online
media store (Netflix, iTunes) will rent or sell at least once a month?” The
answer is ninety-nine percent. In fact, Vann-Adibe sees it in his own jukebox statistics as thousands of people put in their dollars to play songs that
aren’t listed on a traditional jukebox.
Anderson theorizes that, because of the long tail’s sheer size, if you
“combine enough non-hits on the long tail then you’ve got a market bigger
than the hits.” For example, “the average [brick and mortar store] Barnes &
Noble carries 130,000 book titles [hits]. However, more than half of
Amazon’s book sales come from outside its top 130,000 titles [non-hits].”
Consequently, the market for books not sold in large brick and mortar bookstores is greater than those that are.
Netflix has also taken advantage of the long tail. Blockbuster’s brick
and mortar stores carry fewer than 3,000 titles. “Yet a fifth of Netflix rentals are outside its top 3,000 titles.” Another example is Rhapsody’s online
music service. More than fifty percent of Rhapsody’s streams are beyond
its top 10,000 titles.
Because of the sheer amount of inventory space necessary for a brick
and mortar retailer to take advantage of the long tail theory, the new market
lies outside the realm of the physical retailer. eBay is another example of
the theory in action. Fast and slow moving merchandise consume the same
amount of virtual “shelf” space. The space available is infinite. Before continuing with the long tail’s relationship to sales, let’s examine the Nielsen
statistics for 2006.
https://doi.org/10.25101/7.6
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Figure 1. New title releases.

Digital sales data and physical product data are now combined rather
than reported separately. As published in January 2007, Total Album Sales
for 2006 were down 4.9% from 2005. However, when Track Equivalent
Albums (TEA, 10 tracks equal one album) are included, sales were only
down 1.2%. Digital Track Sales (not digital-only sales) were up 65% and
Digital Album Sales were up 101%.
Concerning new title releases, figure 1 shows that almost 25% more
titles were released in 2006 than in 2005, and releases in 2005 were up 36%
from the previous year. However, the majors’ new title releases did not rise
significantly, remaining at about 15% of the total. The indies released 24%
more titles in 2006 than in 2005, accounting for the remaining 85% of the
new releases.
The majors sold an average of 16,453 units per title, compared to the
indies’ 551 units per title. A total of 364 titles sold over 100,000 copies and
represented only 0.4% of new releases. Major and indie releases were in
opposite proportion to one another as major releases represented 84% of
new title sales and 16% of releases, while the indies represented 16% of
new title sales and 84% of releases.
Now to the possible effects of the long tail. It must be noted that there
are many circumstances that may be contributing to the changes in the sales
data. For example, older consumers are buying more product than ever
before.
In addition to several facts in figure 1 (in 2006, more titles sold fewer
than 100 copies; more titles sold fewer than 1,000 copies; and more sales
from more titles), what follows are some thought-provoking statistics that
could significantly be attributed to the rise in popularity of the virtual marketplace:
•
•

•

Top-ten hit sales were down almost 30% from 2005 (the
industry as a whole was down only 1.2%) and new release
sales dropped 9.4% last year
The top-selling album, High School Musical, sold only 3.7
million copies, down 25% from Mariah’s Emancipation of
Mimi, top-selling album of 2005, and down 54% from
Usher’s 2004 Confessions
Only five albums are listed on both the 2006 Top 10
Selling Albums and Top 10 Selling Digital Albums charts
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•
•
•
•
•

22 digital songs exceeded one million sales in 2006,
compared to only two in 2005
From 2005, digital catalog album sales are up 109% and
digital deep catalog sales are up 104%
73% of new album releases sold at least one copy (however, representing only 0.36% of new release sales) in
2006
In 2006, 2.8 million different tracks were downloaded at
least once
In 2006, 30,824,851 more titles sold at least one copy than
in 2005

Will pricing play an important role in the future of virtual world sales?
Presently, in the brick and mortar marketing of product, the music business
is different from many other businesses. New product is sold at sale prices
and key older catalog (vintage Van Morrison, Bon Jovi) is usually more
expensive. This pricing structure supposedly brings shoppers into the stores.
However, are bathing suits sold this way in department stores? Why does
the record business use this model for a product with a limited shelf life?
(Industry veteran Russ Bach asked this same question fifteen years ago in
the August 15, 1992 issue of Billboard, “Let’s Take A Fresh Look At Retail
Pricing.”)
In the e-commerce world, music pricing has been more or less standardized by Apple’s Steve Jobs at 99 cents. Record labels charge wholesalers about 65 cents per track so there isn’t much room for creative pricing.
However, would variable pricing be more productive? Should a song at the
skinny end of the long tail be priced lower, say 25 cents? (Anderson suggests that music that has made its investment back to the labels, or has been
written off, could “pull the consumers down the tail with lower prices.”) If
the same product is also available in the brick and mortar market, should it
be offered at the same price? These are only some of the questions confronting the industry.
Whether the long tail will have a significant effect on the industry’s
sales remains to be seen. As consumers, we are “letting our fingers do the
walking” over computer keyboards more than ever. In Japan, mobile commerce claims a bigger slice of the consumer pie, and with the sophistication
of the latest phone technology, the U.S. stands to duplicate Japan’s behavior. As the consumer becomes more comfortable with the virtual market-
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place, the effect of the long tail theory on the music industry will be more
clearly realized.
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