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Siren Song
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~ fay what you like about the men who built business
empires from the wreckage of Soviet communism. To
money-losing Western outfits, they are angels. Roman
Abramovich turned Chelsea football club' into a winner. Al-
exander Lebedev rescued the Evening Standard? and In-
def)endent“ newspapers. And on May 6th. Len Blavatnik,an
oil magnate,agreed to pay $ 3.3 billion for Warner Music
Group'. The stunned reaction among music executives
suggests that his is the greatest act of charity yet.

% arner Music was born in 2003, when Edgar Bronf-
man and a group of investors paid $ 2.6 billion for Time
Warner’s music division. Mr Bronfman, heir to a whisky
fortune, was known as an unlucky investor. New York
magazine called him “possibly the stupidest person in the
‘media business”. Not any more. He has managed to sell a
company in a collapsing industry for substantially more
than it cost (and there are rumours that another suitor
will yet try tdtrump Mr Blavatnik’s offer) . It is like mak-
ing a killing on a buggy-whip firm in the car-crazy
v
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siren adj. 3 AH, % A K

wreckage n. (RIEME KHLZ R 58 8%
outfit n. [ YA A, 4k

magnate n. =) k=

stun v. R, 6 H B O R
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heir n. 4k7%& A

substantially adv. JE% , KA Hy
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Fince 2003 global CD sales have roughly halved. Compe-
tition from pirates has crushed retailers and forced record la-
bels to cut prices. Rising digital music sales, mostly through
Apple’s iTunes store® ,have not nearly made up for these los-
ses. And it is still unclear whether music-streaming outfits
such as Spotify’ will reverse the decline or accelerate it by

H 2003 fFi2, 3k CD HE KXY
BWAT %, SERBHEFCLES
TEER.BA AR MBERES. BT
EAHENEAETERELERLA
B B AR A O P (B L P R BE TR
#hixsedi sk . T B AT A EE KR,

BT %S| T MK GE MR B AR B SE B

drawing honest peoplé away from buying music.

4/nder Mr Bronfman and his private-equity part-
ners, Warner Music drastically pruned costs in the mid-
2000s. Executives went from flying first class to business
class, then to economy. For a while revenues held up,sug-
gesting it was possible to run a successful music firm on
the cheap. But since 2008 Warner’s recorded-music sales
have dropped by 15% . Its“artist and repertoire” costs,
which include scouting and signing artists, are also drop-
ping. That is a worrying sign,akin to a drug firm spending
‘less on R&D?.

Snvestors argue that music publishing (that is, the
trade in songs rather than recorded music) is still flush.
This is true. Advertisers and TV broadcasters are hooked
on music,and that brings money to record labels. But firms
must cultivate songwriters for years. Warner’s publishing

business is weak-its share of the market has slipped in the
past two years to 13. 9%, according to Music & Copy-
right,a trade publication. The accident-prone EMI° has
done better.

Ghe scuttlebutt now is that Warner will try to buy EMI
from‘Citigrdup“’ , which seized it earlier this year from Terra
Firma, another private-equity firm. That would make some
sense. Warner is strong in America; EMI is strong in Europe.

And rich technolo‘gy‘ ‘f‘irms want to emulate Apple by

% , B A 3% i S ) (AN Spotify) ¥ #
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pirate n. %R

crush v. JE#

music-streaming adj. B B 58 &0
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prune v. M8

hold up £+ K &
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akin (to) adj. LAY

flush adj. #HLEFH
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accident-prone adj. 5 43

scuttlebutt n. %5

emulate v. B, 5%k
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building businesses on music: Google launched a music-
storage service on May 10th. The bigger the music firm,
the more it can pick winners and steer the digital market.
A merged EMI-Warner would be a serious rival to Univer-
sal Music Group, the world’s biggest music company.

®verpaying for two music firms is thus not twice as
crazy as overpaying for one. But Mr Blavatnik may not get
the chance. A merger between EMI and Warner Music has
been stymied by regulators before,and Citigroup may not
have the patience for endless wrangling. Also, the brisk
auction for Warner Music suggests there will be no short-
age of rich men willing to lose-sorry, risk-money on a re-
cord company.
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Internet, this new computer network, you belong to the buggy-whip age. Internet has millions of sub-
scribers around the globe now. (5 R Z 4 ¥ ¥ W 13638 357 29 4 ey i W 4% —— R 48 W0, BRAR AT L 2 K
KEETHAT . FERELRESWA R E T AP O & B3 F 1 “buggy-whip” Fi R 4 1
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n @He has managed to sell a company in a collapsing industry for substantially more than it cost

(@and there aiﬁ‘e rumours @that another suitor will yet try to trump Mr Blavatnik’s offer) .
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DAnd it is still unclear @ whether music-streaming outfits such as Spotify will reverse the de-

cline or accelerate it @by drawing honest people away from buying music.
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n (DWarner’s publishing business is weak— @)its share of the market has sli[;ped in the past two

years to 13.9% ,@according to Music & Copyright , @a trade publication.
« BB ) ANRABITSEZHOIIA, ONE—44: Q@ NS — 404, ¥ 7 i35
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c BEEY ) LGB RO 5 55 AR E — AT T R RO AR 38, BT 35508 B 7 it =
PIEEEZTHE 13.9%.

n DThe scuttlebutt now is @ that Warner will try to buy EMI from Citigroup, @ which seized it

earlier this year from Terra Firma, @another private-equity firm.
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