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Introduction

o

During the past two decades, there has been a large increase in
the number of studies which discuss a major‘marketing issue, namely
the wéy advertising and other marketing expenditures affect sales,

While it can be assumed that markéting activities afe a major deter-
minant of consumer buying, the empirical research bearing on thqir
felationship is far from definitive.

The long history of empirical studieé on the relationship between
advertising expenditures and sales levgl is a case in point. For
example, Clafke (1976) observed that there was significant data interval
bias in models which used annual advertising and sales data. Studies
which use yearly or monthly data.consistently find longer advertising
effécts than sfudies based uﬁon weekly data, Hence, conclusions are
seimply an artifact of the da‘ta‘usedoi

Palda (1963) points out that there is "the difficulty of isolating
the influence of advertising from the welter of other factors that also

2 Palda continues by questioning the use of sales as

bear on sales'fu
a criteton of effectiveness: "In situations in which there are frequent
changes in the marketihg mix of the brang; how can fluctuations in 1ts
sales be easily ascribed to a changing advertising appropriation? Or,

indeed, how can the effect of a change in the adveritising mix itself

1Darral G. Clarke, "Economeitric Measurement of Duration of
Agvertising Effect on Sales,” Journal of Marketing Research 13 (Nov. 1976):
345-355 '

2Dristian S, Palda, The Measurement of Cumulative Advertising
Effect (Englewood Cliffs, NJ: Prentice-Hall, 1963) p.3
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be evaluated in terms of sales""3

Additionally, much of the research of the advertlslng sales rela—
tionship has been on frequently purchased, low priced consumer non-
durables. For products of this kind, repeat buying is absolutély cri-
tical for success. There has been little research which has focused on
other product categories such as durable goodsp or products with shért
life.cycles, such ag fashion items.

Thus, for these and other reasons the literature on the effect of
advertising on sales provides very little consistent evidence of exacily
how advertising is related to sales. There is considerable confusion
over the possible duration of the effect as well as the effect oﬁ séles
of other unmeasured variables. _

This study will continue this tradition of research in a product
category quite different from previous empirical work. A brief des-
cription of this product category and the specific research questions

to be explained are con%ained in the next section.

3Ipid, p.3



| Chapter I

Effects of Adverfising and Radio Airplay of Record Sales

Records are a frequently purchased consumer durable. Their low
price, short "active" life cycle and marketing characteristics separate
them from other durable goods like televisions, automobiles and appli~
ances.

First, a record's low price makes it similar to most consumer
consumer non-durables in that one can purchase numerous records over
a ceftain period of time with no duplication. ‘Many non-durableg are
repeatedly purchased over timeo .

Second, records have short "active" life cyélesq This means that
the méjority of a particular albuin's total sales will be realized in
a relatiﬁely short time. The sales of all records eventually taper
off to\a consistent low level. There are several reasons Why this hap-
pens. First, there seems to be a finite market for any record. The
highest selling album has been purchased by no ﬁore than one-twentieth
of the?American public (éssuming no repeat buying). Second, most re-
cord companies allow each piece of product a limited "work" time due
to coﬁsistent pressure generated from the desire to find a successful
produé’cu The average number of recgrds feleased by major companies
each year is approximately sixty (60). Theorétically each record is
given an equal chance on day of release to prove itself, but, practi-
cally, if one falters or shows limited early promise, it is no longer
actively marketed. Only occasionally will a‘record company continue
to market an album which has not received some early attention either;

from the consumer or from the media.



The'differences involved in marketing recorded product as -
compared to other consumer goods are very interesting. The only
direct effect the record industry can havg on‘product sales is through
advertising., Most of the daily effort in marketing at a company goes
into indirect effects such as promotion to stores anﬁ radio stations, N
While a company's influence at a particular radio station can be great, f
it is usually the station which makes the final decision to air the |
product, |

The evolution of the radio medium into one which predominantly
features music has provided record companies with a free form of adver-
tising if it can be achieved. The most popular radio formats can air
a_certain piece of product more often during the day than it can be
advertised given most companiesg® financial constraints.,

Those constraints, too, become a problem. The average record
company does approximately sixty to eighty million dollars a year with
sixty different brands to advertise in hundreds of different markets.,
Quite simply the resources to match what can be gotten indirectly are
not available.

Thig gtudy was made inan effort to explore whether advertising,
in the form of “free" radio airplay and "paid" media advertising, has
an effect on sales in this most unique consumer industry. .

| Specifically, a hypothesis of this paper is that changes in radio
airplay, a form of advertising, are associated with changes in sales,
At the same time, we attempted to determine whether advertising had an
effect oh gales. An important quostion algo deals with the directive of

these relationships. That is, does alrplay and advertinging lead males



or do sales lead advertising and airplay? | |

Chapter 3 describes the data which will be used to test the re-
lationship between airplay/advertising and sales. _

Chapter 4 will pregsent the results of these analyses and discuss
certain problems with the data which might interfere with the conclusions.,
| Finaliy, Chapter 5 suggests future avenues of study and makes cer-
tain general recommendations to the industry in an effort to direct
marketing tactices more%effeétively.

The:following chapter includes a general ahalysis of the music
industry with a specific discussion of the various interrelationships
hinted at earlier between reocord companies and radio stations, dis-
cussion of the procedures by which records get airplay and the intro-
duction of the record outlet snd its effect on sales. Other segmentg

of that chapter include an‘examination of the types of music most

often heard on radio.



Chapter 2

The Record Indusgtry

Information on the record industry was obtained froh intervievs
with seven radio stations, two distributors and five retailes in
the Chicago Metropolitan Area. The material included in this chapter
ig based on these interviews and represents the popular wisdom within
this industry relating to the faétore influencing record sale,

Underlying all record company activity in the area of marketing
and selling records is the dissemination of positive information about
the product %o consumers. There are a number of éifferent methods of
communication used in the record industry to sell product. The two
most important methods used are radio airplay and.céncert_appearances
by the artist.. Of lesser impact is paid advertising, point-of-purchase
merchandising and other activities like parties sponsored by the record
company . |

The availability of a large amount of free advertising in the forn
of radio airplay is the critical difference between the record indug-
try and other consumer-oriented industries. An entire industry has
been built around the premise that radio airplay can sell the pro&uct.

There are a number of different ways used by the yrecord firms to
obtain radio airplay. -The most direct and offen uged method ig pro-
mofion. Most record companies employ large staffs of locallzed pro-
motion men headed up by regional and national promotion people. The
process involved is simple and repetitive: each week the local promotion

pepon visits his assigned stations in the market he covers. During



~ each visit he will deiiver the proper product to the proper radio sfation
and discugs with the station's program or music director what pbssibil—
ities fowr airplay his particular produét has. The regional person often
- repeats this activity in several markets-or coordinates the activitj of
several local promotion people.' The national staff establishes the
various record priorities each week, coordinates all nationwide pro-
motion activity and remains in touch with various major market radio
stations.

While record companies would like all of fheir product played
on the most listened-to radio stations upon release, this almost
never happens. Music companies, like the media, have discovered that
the potential audience can be broken down into-distinct demographic
segments. Attacking these segments with products specifically designed
to appeal to these audiences will maximize product abceptance,.Faced
with the growing popularity of television and the expansion of the
music industry simultaheously, radio has expanded its coverage by aiming
its programming at these 'distinct demographic segments'. Stations
drawing from the vast amount éf popular music available began +to
é¢hannel sections.of this musgic into specific‘formatsa Thus all
country, all "black", and all progressive stations, for example, "are
a succesgsful illustration of this strategy of slicing up the total
radio audience into subcultural groupings interested in a singlé

specialty broadcast format."

LLHirsch, Paul, "Sociological Approaches to the Popular Music
‘Phenomenon," American Behavioral Scilentist(1971): 381
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Discussion of Radio Formats

At‘least seven major radio formats follow this audience breakul
down., They are classical, country and western {(c & w), black, progres-
sive rock, adult/contemporary/mor, album-oriented radio and Top 40 radio.
Each format contributes to the marketing and selling of recorded product.
The weight of contribution is based on their listening audiences. For -
popular music, the most importaﬁt station or format is the "Top 40"
format., However, for a certain type of popular record, the progressive
or adult/contemporary format‘may be the only format which will play the
product and as mentioned elsewhere, radio play is the major factor in
generating sales. In an industry based on sales, all outlets contri-
bute. A MOR sitation or a series'of MOR stations may generate enough sales
to fulfill the top 40 station's sales requirement. This process is

~called vorogsover” and it occurs on several levels. One level is the
intramarket crossover detailed abbven Another ig the intermarket cross-
over where a record might spread from one'city tolanothern Both "spread-
ing" procesées require product sales and promotion by the company.

Of the seven formats listed above, three do not draw upon the
mainstream of popular music for their programming. This is important'
because the audience for non-popular music is smaller énd thus, the
particular format is not as competitive. This is especially true
for classical and'country and western stations, While the demographics
for these stations maybe perfect for some advertisers and music producers,
the size of the potential audience is small, A limited amount of producty
will be released each year that is sgpecifically directed for the hard-

core audience in these two music fields., This product will be promoted



 by a limited number of people and will be promoted in a limited way.

In the markets where there is a large enough audience, there will
be "black" oriented stations. In the iast fifteen years,."black" music
“has been increasingly adopted into the "ﬁopular" music frame of reference..
lSo, while "soul" music is not quite as popular as "rock" music, the
potential for crossover and attraction of white listeners is greater
for “"black" formatted stations than for classical or country and western
étationso This attraction has made one "black" station in New York city.
the most listened to FM station in the United States. In Chicago, black
stations are second in number to pop stations in music programmingu The
competition for the audience is great, but, as we shall see, the behavior
.of the black program direétor does not follow his white counterpart
complefelyo

Clagsical music stations are unique in that there is,ﬁo repetition
of pléy on one particular piece of product that characterizes the rest
of music-formatted radioo While classical stations like to feature
new product, at least half of the programming is drawn from their older
records and tapes. Typically; a new albgm released in April may not
get aired in its entirety until October. This usually happens because
classical music ié programmed months in advance in order to allow the
highly selective classical listener an opportunity %6 chose what he
will listen to. Since thefe is no guarantee that the séheduled'release
date of a classicai record will be met, ciassical progranm diredtors
will wait for the product to arrive before they schedule it in;

There are several'exceptions o thils advance programmingo
First, most stations usually feature new product during a special

time set aside weekly for that purpose. While albums cannot be



=10~

featured in their entirety, the new releases time period serves the pur-
pose of announcing major new releases by airing a small segment of the
piece and appeasing the‘various record.companies'who send the station
free product. Another limited way of‘évoiding the long delay in pro~-
gramming is by featuring product by local musicians_and orchestras. This
tactic, designed by radio stations to increase their ties with the local
community, is helpful only to those record compénies who record local
musicians. In Chicago, for instance, WFMP, the leading classical sta-
tion there, considers any new recordings By the Chicago Symphony
Orchestra as-major programming priorities.

For the most part, the normal practice of pre-programming limits
the amount of airplay any particular piece of product is likely to have.
This, in turn, limits the impagct the record has on the audience in
terms of inflﬁencing immediate sales. There are some sales due to
pre-airing publicity and the resultant audience, but usually sales are
achieved in conjunction with advertisements and retail ald.

‘Country and western gstations are similar to clagsical stations
in that they feature one type of music. By the nature of the music
country and western statlons, like "pop" and "black" stations, can play
-numerous songs. The average time of auglece of "popular" music is
significantly lower than the average time of a "ciassical" piece of
music. Country and western statioﬁs are programmed along the tradi-
tional lines of Top 40 programming. The typical country and western sta-
tion will play the thiry-five or forty singles which are the top selling
throughout the station's coverage area. | |

For country and western stations, the accepted method of promotion
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is to start the‘record at. secondarf and tertiary market radio stations.
Because'these stations do not have to compete as }ntensely as major“
market stations for advertising dollars and listeners, fhey can afford
to be less selective in what they plﬁy. A typical secondary station,
regardless of format, will play ten to fifteen more tracks on a regular
basis. It is at these stations where many of the area promotion people
begin to promote or "work" a reéordo Good secondary play and resultant
sales can spread a record to the major market station., This success
wiil force the major market program director to add the record to his
playlist in a limited play‘sitﬁationo' Thig situation is often called

a "test" and if the test is successful, the station's weekly sales
report will reflect this. The record will proceed to move up the
playlist toward the highest positions.

Certain new records can obtain play in other ways. A new record
by an artist who has had geveral hits previous to the new release will
receive airplay on thié‘new releagse earlier than he might have had he
been an unknown. Usually this airplay is in the form of a test, but
occasionally, if the artist is popular enough, the record will be played
in,:ecord company parlance: "out of the box". Out of the box play is
when a new record gets aired as soon asg‘it is delivered.to the station
by the promotion person. In the case of an éstablished artist, there
is aﬁ established audience, There is 1ittl¢ harm, then, in playing a
new record early, by one of these artists. The gtation will satisfy the
audience and, if, the recqrd ig not popular, play will fall off. Ob-
viougly, an early "add" on an unknown artist, who shows potential, can

be more dangerous and is monitored very closely.



Each d901810n to play a record stems from the opinion of a
particular radio station that the record will sell and that playron
a particular record will not result in audience "tune-out". For
country and western stations this sales popularity is the major cri-
terion. The demographics of the country audience are tilted toward
older men and women who are not active mgsic listeners. Bob Pittman,
program director of WNAQ, a country station, and WKQX, an album~-
oriented rock station, sfates "you're dealing with an adult audience,
they're not really into music. They're much more passive". This pas-
cglvity does nﬁt allow for unknown and untried artists.

Rythmn and Blues (soul) stations are programmed and promoted
gimilarly to country and western stations. The same basic theory of
?rogramming on the basis of sales is followed with a few exceptions.
In a markét‘like Chicago, there may be fouf or five stations competing
for the séme audience, so, if anything, one would expect that thesge
Stations are likely to be less Tlexible in thelr programming than
country and western stations. This is not entirely true. First, the
"blagk" audience is younger and more musically active. This active
audience is harder to please and less gatisfied with the typical
Top ‘40 type of programming. In addition, the "black" audience has
a much greater demographic stread. While the audience is heavily.
black, the music appeals to enough whites tohexpand the market for
this type of radio. What this type of audience means for a black
radio station is that their program director has more flexibility
than does his country and weétern counterpart. Another difference is

that the black program director does not have "secondaries" to draw



from. This lagk of a-"proving ground" means-that the‘program diréctor
has to take more chances with records in order to keep his audience
gatisflied, This lack of secondary black radio stétibns results from
the lack of a large enough black audience in the smaller urban areas
throughout the couniry. _ | ; o

A practice still prevalent in the record industry as regards
black stations is the use of "payola“ to obtain airplay. Payola can

take several formsj direct monetary payments to the program director

or music director, payments:of goods to be turned into money at a
 later date or payments of expensive goods'direCtly; While this
- practice has declined in usage since the early 1960's, there is
usually one station in a market that will program by payola. "Legal"
payola exists,_also, and we will dlBCUSS that in another section of
this paper. |

While bayola is one method of appealing to program directors
flexibility. normally, record company promoters have to hope that
theirrparticular piece of product fits the format of the radio station
they are promoting. Ernest James, program director of WBMX, states,
“Basiéally. I don°tigo by the secondaries. If I'm not going to play
a record, if i am going to play a record, I*m going to play it either
because 1 beiieve that it is an important piece of product or because
1t is being played in the marketo...and it is selling". Convincing
James that your pieée of product is “an important piece of product"
can shbrtcut the normal process.

The perception of what is good for a radio station or the audience

it perves, does not necessarily mean it is selling or that the audience
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is requesting it. Ernest James, égain:

"Body Heat by James Brown is a record that is selling
very well in the market right now... The song does not
have the sound that I am looking for on this station...
selling well in the market, I'm not on it and I don %
plan to go on it."

For a program director like Ernest James, that "sound" is
determined by what he might 1ike‘and whaﬁ he perceives of as what
hig listeners want to hear. Determining wht the listeners want %o
hear can be done in several ways and depending on the method used
can be an important factor in what is played. For a station like
"WBMX, its very presence in the radio market, demonstrates that it
knows what its audience Wants'to hear. WBMX was started as an
alternative to other black radio stations to appeal to the audience |
that wanted an alternative. However, what starts as alternative still
needs the most direct method of audience communication; requests.

In géneral, the weight of actual listener requests differs
for each program director. For Rodney Jones of WVON, another black
formatted radio station, requegsts are an important factorﬁ "definitely,
as as a barometer from the people you are reaching, what they prefer",
while Ernest James attaches less importance to them: "requests can
be h&ped (activity of dubiousllegality by a record company) easily...
and requests are, if a person or two people really like a record,
esbecially, if they are in your active audience of teenagers, they are
going to call you over and over". There are instances where requests
can make the difference, but, in most cases, radio programmers sub-
scribe to Jame's theory. |

There are two other methods used to determine audience reaction



+o the music aired by a station. Firgt, there is retail call--outo

As we héve mentioned before, the primary criterion used by radio.
stations to determine how well a piece of product is being accepted
by their audience is to determine that pfoduct's sales. Since record
companies are loath to provide sales statistics (except where it will
do some good), radio stations must rely on retail accounts. Every
week, radio stations call a rotéting list of stores to determine what .
is selling and if they are selling it. Black radio stations attempt
to call the stores that attract their listeners while other popular
music stations call enough gtores to get a cross-section of their
audience. 1In general, of the formats which rely on sales figures,
black radio stations call far fewer stores than top 40 or album—
oriented radio stations do.-

The newest method of measuring audience reactlon is "call out".
Call out research is done by only a handful of radio stations and will
" be discussed later in this paper.

Popular music stations draw thelr programmihg from music loosely
descrlbed as "pop". While "pop" music can be dbroken into hundreds of
dlfferent forms, its underlylng 1nterconnect10ns allow "pop" stations
to dupllcate artists and materlal regartdless of b331c forma’co The
four formats discussed above are adult/contemporary, progressive,
album—oriented radio, and top 40. This duplication allows for signi-
ficant "erossover" potential, This crossover potential is especially
important to record companies when one realizes that both the progres-
asive and adult/contemporary formatted radio stations do not use sales
as a major criteria for playing a record. Thus, a sales pattern can be

generated in the major market without having to rely on secondary play.
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.Adult/bohtemporafy radio is the latest in a series of radio
mutations. ILike WBMX and album-oriented radio stations, adult/con-
temporary stations were designed to atfract a disenchanted public.

As the teenage audiénce grew out of the top 40 format (and loud music
in general), adult/contemporary radio was created %o appeal to those
25 plus year olds who still appreciated the gofter parts of popular
music. As Dick Bartley, program director of WBBM-FM, and a/c fromatted
gstation, says of CBS research, "they concluded that the 25-49 seg-

ment of the audience will continue to grow from now until 1989...
whereas the 18 to 24 or the upper teen (segment) which has flourished
sincelthe war will be shrinking". The format consists of softer
records by known and unknown artists. Any up Tempo music heard on

an a/c‘will be an established song by an established artist.

The important factor at an adult/contemporary station is the
overéll'sbund. The station's sound consists of a mix of music of
different tempoes andléngthso Records of the type necesséry to
an adult/contemporary "sound" are hard to locate and are not un-
earthed by sales statistics. ‘This means that the program director
must select the material necessary and cannot wait until the audience
‘selects it. Bartley sums it up like this:

"Ijust cannot allow sales to force a record on this
gtation, because we are trying to maintain consistent
music policy and if the record doesn't sell any copies
?2?“it is right fo? us, there is no reason not to play

Under normal circumstances, a program director like Dick.

Bartley will listen to all the product available and make his decision

accordingly, but there are circumstances where this is impossiblé.



pl Tn

Due to the relative newness of the format there are few "secondary"
utatlons doing 31m11ar things, but, there 'is a certain amount of
consultation. Furthermore, promotion men are aware of the pecullarltles
of the adult/contemporary format and will only promote that product
which they feel will be suitable. While the promotion man can't
guarantee the airplay, he certainly has a greater chance by making

the a/c program director aware of the product.,

Progr9351ve radio fromats are similar to adult/contemporary
stations in that there is a_particular "aound" established and all
product is considered in terms 6f its guitability for that sound.
However, the sound of progressive radio is radically different.
Progressive radio was developed a decade ago as an alternative to
top 40 radio and because there wag a significant body of music that
was not "popular" enough to merit top 40 airplay. Since that time,
few of those stations remain as ﬁhé majority have evolved into album
oriented stations. ﬁ

The major criteria applied by progressive stations to potential
airplay albums is whether the staff of announcers likes the record and
whether there are enougﬁ songs to play. Progressive radio is the only
format in radio where the staff is hired?bpecifically bécause of their
‘taste in music and where the staff isallowed to program their in-
dividual shows based on that taste, The only limits, if any, are set
by the program director.

Programming a progressive station is not difficult. Sine the
music aired is based on station taste, there is little else that can

be done. Record companies can hope that the atation will like the



record and play it. Since there are hundreds of pieces of product
releésed every ménth and because so many people have programming '-
input, the progressive station sound is not'conceﬁtrated on é
limited number of albums. The programming consists of songs from
hundreds of sources and the audience does not usually hear a gpecific
track very often. This is the problem with progressive radio from
a record company marketing standpoint. The airplay is not concentrated
on a specific segment of the album and, therefore, though the record
might be aired sooner than on a top 40 station, the sales that
sporadic and interrupted airplay will generate are limited. Progressive
atations have attempted to correct this sporadic airplay by only
playing album product with several songs worth airing. This procedure
not only attempts to increase progressive radio sales ability, but
also maintains audience trust. Audience trust is important to
radio which prides itself on “hipness“,of style. TProgressive radio
attempts to lead its audience to higher level of%usic appreciation
and wﬁile this may not lead to large sales, does, on occasion generate
enough sales to "cross" the record to stations whose more limited
~airplay rotation will insure the record's.aoceptanceo

“Those gstations with the more-limited airplay rotation are
mutations of the progressive format. Once égain, the subtle change
of audience preferences to a radio format whiéh appeals to those
listeners who buy albums rather than singles caused the formation
of album-oriented radio (AOR). Perhaps the complete opposite, in
terms of program theory, of the "education" format of progressive

radio is the "follower" format adopted by album-oriented radio.
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Both formats emplpy albums . as the key to their programming, but
AOR conceﬁtrates on those albumg which are selling the most unitsoi
While programming by taste may be esthetically pleasing, programﬁing
by what the listeners want achieve higher faxings. Bill Todd, of
WDAI, one of Chicago's two album-oriented radio stations, says "I
more or less walt for things to knock on my door". The criterion for
_airplay used by AOR stations primérily consists of regional or -
national sales féllowed by regional or national airplay on gtations
which carry weight with the individual AOR program director. |

The next factor which is involvéd in determining airpaly is
obtained via audience call-out. As mentioned abovs, only AOR gtations
seemed to be involved in audience call oﬁto In call-out research
questions are put to a general crogs-section of AM and FM listeners
about their musical tastes. This question and answer gives the pro-
gram director immediate feedback on the new albums that his potential
audlence is llstenlng to, on new albums the program dlrector has
missed, and on when the program director should discontinue play on
a particular piece of product. .

A third input intb the AOR decision to play a plece of
product comes from the taste of the progham direcfor and, conceivably,
favorable press and general industry.eicitemeﬁt about an artist.
Bob Pitimen of WKQX, the other AOR station in Chicago, says that his
ﬁlisteners nave an interest in new product, feeling that they are not
followers,.but rather setting a trend and they want to be close %o
a product, so obviously we play a lot of things that appear to be

getting a good reaction in other places. Artists that appear to be
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giving similar sounds to the ones who are very popuiar NOW o Sﬁme~
times we'll even‘test them out”. : | ' .

Pittman feels, like James of WBMX, that he has a godd grasp
of what his audience likes. Usually, what his audience likes and
responds to does not come from his station except in the rare occasion ;
when he plays a record first. The secondary progression exists whenever
aales or an awareness are necegsary for airplay. Certain times, all
vit takes are the area progressive stations to play a piece of product
long enough 1o generate sales. Other times, and this increasingly
true, the only difference between an album oriented radio station and
a top 40 station is that fhe AOR station will play two ro three additional
songs begides the hit single already getting top 40 play. Furthermore
the aingle's success usually forces the album play if the group is an
unknown. |

Egtablished artists have.two roads., The first and most desirable
for thelr record company is the process descrlbed above; the hit slngle
on AOR and top 40 and then a gradual discovery of other playable material
on the particular album. The important second gingle ig a result of
heavy AOR and progressive-radio play. Thére are certain groups which
&on't:need a single to obtain ACR ﬁlay. These groups have large fol-
lowings due to live appearances, hit singles or albumg from previous
releages, or a record of steady sales success.

In sum, the hit single is the key to record product success. If
the group is a relative unknown {at least to the to;40 and AOR charts),
then the hit single can alert program directors %o a hit album., Since

listeners dictate what they want to hear or will accept without

tuning the station out, AOR pfogram directors can program sgeveral
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songs without offending anybody. For the egtablished act, AOR can

be important in announcing a new album by the group and in justiffing
the group's popularity. The key to both types of artist success is the:
hit single. The hit single either signals an artist breakthrough or

it maintains a career. - '

The radio format which offers the hit gingle to listeners is
the mis-named top 40 format. This format takes AOR one step further,
in that, any follow up material by a group with one hit single has'tq
survive the same tests that the firsﬁ single die. Top 40 stems from
the time when radio stations played the top forty selling songs in |
the nation. As AOR features a tighter airplay rotation than does
progressive, so does the top 25 station of today feature a tighter

étatioh than did the top 40 of the past. The name lives on. So does
the sole criterion for obtaining airplay; good sale,

Top 40 radio is usually the most popular, format in any given
market. A limited number of songs played as f;equently as once every
90 minutes will insure for top 40 stations the largest and broadest
audienceo Top 40 stations are "music blind“n VSince they will plaﬁ only
the top sellers in the market, they do not eliminate any record which
meetsxthe anles level necegsary. Because of this, popular mu51c hag
grown. to include any mugic that is popular with enough people. Get-
ting airplay on top 40 formatted radio stations is almost always the
product of agre531ve record company promotion through the secondarleso
Infrequently and only’ with a superstar, top 0 gtations will play a
record upon releaseo Usually, +thig is done to announce the artlst s:

new record and to test it. The normal procedure is for the top Lo
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gtation t6 air the record for several weeks, then femove it and wait
until its sales Warrant being readded to the playlist. Sometimes.thé
single will gain enough sales in the'early weeks to stay on the
chart. These singles, a record company dream, are scarce;

It usually happens the way Jim Smith of WLS, the major top
40 in Chicago, says it happens, "somebody plays it, somebody buys it
(the secondary activity), then we play it and the people continue to
buy it". A hit gsingle on WLS or any other major market station of ifsr
ilk means the record is successful,

Concert Appearances

After radioc airplay, the'nextrfactor in an unknbwn artist's
success ig the artist's live appearances. Live appearances will have
both a direct and indirect effect on saleg., The direct effect ig
fairly obvioﬁs; the audience will see the act and then purchase the
product. Thé indirect effect is that more people will be made aware
of the artist and +this awareness will manifest itself in the call-out
proceéﬁres of various radio stations,

Sales through appearances can be a major factor in an unknown
artis£'s guccess. Since radio airplay is not readily available for
most unknown artists, concerts serve as a direct audience appeal. An -
act with a good live show will be asked back often by promoters who
are looking to sell tickets to concerts,. Audiehce word of mouth is
helpful in assuring the promoter of concert success, The process is
gradual as the artist proceeds from being an opening act to a second
level act and finally, to a headliner. There are a growing number of
groups whose continued success is based on effective live appearances.

Groups with a strong following from their concerts are often close to
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having radio success. . Record companies realize that consistentd

touring will make these artists more aware of what pleagses the audlence
and that this will be translated into a possible "hit single". So, for
unknown artists, live appearances can establish a base of support to

force album-oriented gtations to play é particular piece of product

or, in some cases, produce a piece of product suitable for top L0 stations,

Artists established through airplay use concert appearances as
a reaffirmation of popularity; These artists' dependance on appearances
is nowhere as great as for the unknown artists discussed above. Often
gsuccesgful artists will limit live appearances to the minimum in order
‘to concentrate on producing new product or simply-torenjoy successe
With few exceptions, neither new artists nor those whose music pre-
cludes gserious radio airplay can afford not to appear in cohcertu

Those artists who can avoid appearances are usually the artists
whose prodﬁct has won immediate acceptance on the massg-appeal radio
formats like AOR ortop Lo, Immediate acceptance by those stations is
rare ahd does not repeat itself, so inevitably, artists must perform
to malntaln popularity.

For various reasons record companles actively encourage thelr
artists to tour. We've mentioned elsewhére the possible effects that
'touring have on songwriting and poise, There.are other reasons. Sup-
port of a téur by'a recofd company will demonstrate to radio program
directors that the artist is important to the company and thus might
have something to offer their audeinces. In reference to an unknown
artigt whom he had just begun to play on WKQX, Bob Pittman offered the

following justification: "The record company was really behind it.
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Which would lead ‘me to believe that they are not purposely trylng to
lay a "stlff? (a poor plece of product) on me." Tour support together
with other paid advertising and promotion will be the chief 1ndecators
of that support to a program director whodshares Pittman's philosophy.
Discussion of Product Advertising : i

Paid advertising, then, can be an important aid in obtaining
airplay on a particular product.' Since radio airplay is the major
form‘of advertising due to its completeness of coverage, the pald
advertising must help assure and maintain coneistent airplay. Radio
stations rely on advertisiné dollars in order to survivea Manufactur-
ers rely on radio airpaly to survive and have significant advertlslng
budgets to announce and exploit new releages. Although it is denied
by all involved, the use of advertising to obtain airplay is prevalent,
Record companies will often "ghow their faith” in a station which has
just édded a piece of their product to the rotation by advertising.
Radio staiions are awaré of this practice and will golicit record
company support for a new addition. |

In addition to demonstrating suﬁport fér a ﬂew artist or one
that has just been added to a particular station, record company
adver%ising also supports the concert prémotero Concert promoters
rely on radio and print advertising to.sell tickets to concerts, Of-
ten, proﬁoters are not financially able to adverfise é ﬁarticularncon—;
cert as well ag they would like, and so they ask for record company sup-
port. Company support of concert promoters helps sell tickets to the
particular concert involved and demonstrates to the promoter the wi}l»

ingness of the company to spend mohey on acts. Thig willingness has

N
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the long range effect of influencing promotefs to book the company's
actsgo | | . ' ﬁ
Tn recent years, the influence that péid ad#ertising hés had
on sales directly has diminished. The limited playlists of radio
stations have mirrored the taste of the average consumer. Consumers
can no longer afford to purchase an album without hearing parts of it.
By law, record advertising cannot entirely be music, so the amount of
music featured in an advertisement is limited. Although repeated ad-
vertising over a short duration may create a "barrage" effect, normally,
the gpot will serve to announce and bring to.the consumer's attention
certain product. A well-written advertisement might take that proceés
further by pigquing consumer interest, but, with so much air time de-
voted to record advertisements; time buys often fall on deaf ears.-
The Record Retailer
| Anothef major beneficiary of record company advertising sup-
port are the retailersat There are two types of retailers involved
in the.acﬁual aales of product. First, there ig +the area retaller
who méy operate several stores and who buys his product directly from
the ménufacturér's distributors. The other retailer is more of a
middle man. These are the "one—stdps" and the "rack-jobbers". One-
stops serve the function of a general clearing-house for recorded pro-
duct. Small record stores often find it simpler to buy all their pro- |
duet at one place rather than dealing with each manufacturer seperatel&.
Thig practice costs the individual account more per record and does not
provide many advertising dollars. Rack-jobbers provide essentially

the game function that one-stops do., The rack-jobbers supply large
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guantities of product to chain stores, like Sears or K-Mart, in a
multl—state area, Rack-Jjobbers will also own chalns of stores them-
selves and will provide their customers with advertising dollars.

The philosophy underlying the purchése ofproduct by these
two types of retailers is vastly different., The area retailer will
purchase product on a limited basis knowing tﬁat he can re-order moré
if necessary or employ the one hundred percent return policy, insti-
tutgd by the.msnufacturers, to return unsold goods.. .The -area retailer,
also, is more likely to purchase unknown product because his customer
is more knowledgeable and ié not just interested in the top selling
recordso Record stores of thig type can sell product via in-store air-
play. A store operated by knowledgeable sales personnel will result in
increased sales by inspiring consumer trust and the proper selection of
product Lo be aired by the store. In the area of clagssical sales, a
knowledgeable and trustworthy sales gtaff will sell the majority of rec-
ords. Since airplay is limited, the classical buyer is dependant on
opinions of reviewers and sales people to helprmake a decision. Record
companies are aware of store potential and will flood retail accounts
with point-of-purchase merchandising materials like displays and posters.
Companies will also send the accounts product to be alred and give them
tickets to any performances by their acts. | '

The importance of retail accouﬁts is feiﬁ in other ways. Radio
stations receive their sales information from retail accourrltso The
national trade publications, like ﬁillboard, Cashbox and Record World,
use national retail information to determine the national séles charts.

Like the advertising “"wedge" used at radio stations, retail accounts

\
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are often the victims of similar-taéticsa Record companies will'trade
cooperative print and rgdio advertising for "reports” to local stétibns
or national trades. They will use the free recoras and tickets és
barely disguised bribes to achieve the same "reports". Whiléfradio
stations can adjust for these practices, the national trades can't,
and successful reports to these magazines can have the same results
as reports to area stations; airplay.
The Wholesaler: One-stops and Rack-jobbers

| The purchase of product by the one-gtop énd rack jobber is done
in a more conservative way than the looal retailer. The rack- jobbers
and one-stops are mass purchasers. This means thét they supply only .
the most popular product to their‘aécounts. Due to the lack of ware-
house space, these two retail operations canﬁot afford to stock pro-
duct which will not sell immediately. The one-~gtops will special or-
der product if there is demand, but the rack-jobbers, mirroring the
tagte of the stores they supply, will nof stock any product until it is
selliné and being played by the important stations in the market. Usu-
- ally these stations are the top 40 and album-oriented radio stations,

.Stores will select rack-jobbers for several reasons. First,

large retall accounts are aware that a record department will generate
consumer flow, The rack-jobber will run the entire operation and
will train the store-provided sales person in the-intricadies of
record keeping. The rack-jobbers will only stock the major sellers
thus attracting the type of cugstomer the retailer prefers. Rack-jobbers

can also obtain advertising dollars which will insure additional cus-~

tomer flow.
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In general, record company attempts to sell product via retail
merchandising aré uwnsuccessful. In store play and merchandising éoois
serve to make customers awére of new product. The actual sales generated
by these tools are a small percentage of those generated by airplay and
appearances. The record company considers activity like this as giving
their product an "edge" in the market place.

The company also employs other "edges" in their effort to ob-
tain airpaly and sales. The use of "exclusives" gugyantees airplay on
the station to which the exclusive was given., The exclusive is granted
to a gtation which was partibularly supportive of previous releases
with airplay. Unfortunétely, there are always stations which are in-
nored in an exclusive and, thus, airplay is harder to obtain at that
station until the balance of favors is corrected.

Another tactic employed by record companies to help thain’

"play on.préduct is the media "party". Using an act's appearance in
town, companies will have a party and invite ail the important radio,
press énd_retail to attend. While a party cannot, in and of itself,
guarantee airpléy, the event will fix a favorabie impression of the
pary—giver and his product in the minds of those attending. These
cumulative impressions are the promotion person's most important
asget in obtaining airplayo When favors are necessary, it is the
positive impression that prbgrém director has about a-company, that
will grant the favor. |

The interrelationéhips between record company activity, rédio
station programming and retall accounts are difficult to pinpointo Ev-

ery activity draws upon another activity. Unless the product is pro-
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moted by the record company, it won't get airplay, yet, in some cases
airplay is not obtained until sales are at a certain level, In the

following chapter, we will attempt to prove which of these activities

contributes to record sales. ' *

&
H



Chapter 3
} Methodology ‘ _

In order'to test the hypothesis that retail-sales of albums are
correlated with either radio airplay or medi.a advertising or both,
eleveﬁ records were selected covering varing musical styles. For
each record, unit shipments either to stores or distributors were
obtained from the time of release until April-1,19?7. In addition
t0 upits shipped, we obtained weekly radio airplay information consis-
tiné of the name of the station, the particular song or songs aired
and the number of times any-song from the élbum was heard. The nunber
of airings was broken down into the following'caxégories; heavy airplay
medium airplay and light airplay, and muet be considered an approximate
measure of airplay. Finally, we received a list of advertising ex-
penditures for each album broken down by week and medium used.

Phere are certain limitations implicit in the uge of record sales/
shipment data. PFirst, we have chosen the "active" life of the record
to teét the hypothesis. Thé active 1life of the record is the pexriod
in which it will show the highest weekly alrplay and/or sales. It
will algo most likely be the time during which most, if not all, of the
advef%ising is run. The relationship among the three variables during
this period should be more strongly related than at a less “active®
time where all three variables remain at a consistently low level. Be-
gides this reason, it is next to impossible to obtain advertising, salés
and airplay statistics for albums which are no longer being actively

promoted or have been discontinued.
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The Sample of Records

The eleven records chosen to test the hypothesis were picked be-
cause of the diversity of the musical styles they repregent., Table:1
details the breakdovn of the product into these diverse styles and,
also, includes other information pertinent to this study. In short,
the table lists the group's name, company, style (aé reported in Chapter
2), previous records released, any appearances and the most important
stations in the Chicago market on which each was aired.

In sddition to these identifying characteristics, another impor-
tant piece of information stems from the way each record is distridbuted,
As has been mentioned before, the "sales" infbrmation which was re |
ceived was not actually sales to consumers, but, rather shipments to
distributors and stdreso Depending on the type of distribution, one
can assume a_“lag" in the time it takes for'shipments to translate
into sales; This time difference between distributors and stores ob-
taining the record and the actual sales to consumers can be estimated
between one and twb weeks. -

Company A" uyses independent distributors. They dp not own thelr
own distribution nor do they employ their own sales personnel, While
they ‘are the single largest company whieh uses this distribution method,
they must rely on the.distributor for a number of th;ngs and are sub-
ject to distributor whlms. The totals we received from "A" were ship-
ments  from "A"'s pressing plant to the distributor. The digstributor
is responsible for selling the product to the various retall accounts
in the area they cover., Company "A" only has direct control over pro-

motion and merchandising. While digtributor reorders are not'ﬁotally
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indicative of actual consumer purchases, one assumes that warehouse
gpace is limited and that the distribufor will purchase wisely. éinée
retail accounts have a hundred percent {100%) return poliéy which allows
them 1o return any and all product, distributors do not like to over-
sell éither accidently or on purpose.

Company "P" owns its own distributor organization. This means
that the sgales statistics provided are sales to retail accounts., In
addition, “P"'s sales figures are more accurate and readily available
(daily, if necessary) than "A"'s because of the self-distribution.
~-8ince we have eliminated one step, the figures from "P" are closer to
true sales, | . | |
Measure of Sales |

Shipments, then, not sales are what will be compared to advertis-
ing and airplay. While the accuracy of the totals is suspect if one
wants to conéider them actual consumer sales, the similarity for a
study of this nature is quite close, In addition, one can assume no
more tﬁan two weeks difference between actual sales and shipments. In
sum, 1t mugt be assumed that the information is accurate enough for
Qur purposes.

Measure of Airplay

Airplay wag obtained by asking record company répresentativés
to list how many weeks at which stétions with what frequency of air-
ing each record received. Every record company in the country breaks
airpla& down into three categorieg: heavy airplay, medium airplay and
light airplay. Each company has an approximate understanding of what

“heavy® airplay meansg at a particular station. The same is true for

]



*mediun" and "light". In order to get an approximate welghting for
each stafion'Sréffectiveness ag a communications device, we averaged
over five periods, their Arbitron (Ardb) rating. This rating ig the
moat effective approximation of reach thevradio industry has. We then A
multiplied the average rating by the frequency of airings each cétegory
indicated for a particular station. This is shown in Table 2. With
these systems we could translate ﬁheavy, medium and light" into ‘actual
numerical weightings. While the system does not correct for listen~
ings spread over several statiéns. it does give us an approximation of
the worth of each station's airplay. Unlike shipment data, airplay
information was similar for both companies® product.

Advertising information was'supplied by each company for reg-
pective product. Company “A“'s adverfising cutlays were glven to us
for the same territory covered by their shipment data., The territory
includes Illinols, Indiana and mucﬁ of Wisconsin. Company "P"*s data
for both advertising and shipment covered only the greater Chicago area,
Since advertising is not a constant factor like airplay (iz for the
mos® part), we diécounted advertising's direct selling capabilities. -
This randomness does not make enough of an impact of the potential new
buyer to induce him to buy, but it does §érve_as an announcement for

the group's previous purchasers.
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Chapter b

-~

| | Results F

The different methods were employéd to examine the telation-
ships between the sales, advertising and airplay variables., Initially
veekly plots over time were made of the shipments, airplay and adver-
tising.in order to examine visually whether the three series were re-
lateds A constant was added to both the airplay and advertising var-
iables in order to make the visual analysis clearer. The plots for
each album can be seen in Tables i-11. We ﬁhenAemployed tine series
analysis to'systematically explore for each record the relationships .
between the variables. Finally, using the same method we divided each
record®s "active" life cycle in half and examined the data in each
period.

Visuval Analysis

Agsthecreaderi can see, the visual plets for each product do not
ghow a systematic tendency for the series to move together over time.

A descfiption of the various sales, airplay and_advertising plots taken
as a group would not indicate anything more than random pattern.

-An analysis of the eleven saleg patterns over time demonsirates
the unpredictability of record sales in general. Since %the sales data
that has been obtained is really shipments to various distributors and
| storés. the oﬁlﬁ patterﬁ fhat.can Se 6bserved is that once-.inventories
- are high, shipments drop off, TFor most of the records, the saleé curve
is a descending one with high initial shipments and low on going reorders.
Occasionally, the record’s reorders begin to come in quickly and a sales

peak is reached further into the album®s life. An example o¢f this can
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be seen in.the chart “PF" where ite peak sales came a year after it wasg
released: This traditional bell curve almost never occurs in the re-
cord industry. I

The airplay patterns for the elevén records are similar to those
of sales. As it was with sales, the curve for alrplay is a descending
one. Initial airplay for most records, except for those whose quality
is lacking, is high and tapers off to negligible levels by the niddle
of their "active" life., The exceptions to this can be seen in tables
PF énd 7L, where the airplay peaks are later in the record's life.

Finally, the pattern for advertising seems to matech those of the
previous twoe variables. Advertising outlays are greatest in the early
life ofrthe record. The funetion of advertising is to "announce" %o
the public that a new record has been released, Advertising ig also
uged as é wedgze to obtain more airplay on a2 sﬁecific record. It stands
to reasdn that advertising in the later périod would not be ag effective
as advertising in the earlier crucial periods.

bespite these ovenll %rends, either airplay, adveritising, or sales
seemg to follow one another on a weekly basis,

Time Series Ana;ysis _

“"With the fallure of the visual examination to uncover any inter-
relationghips between variables, it bé;ame necegsary to use serles an-
alysis to discover any relationships between sales, ajrplay and adver-
tising. Time series analysis is used to diséover the correlations (if-
any) between two series at different times. S8ince 1t has been estab-

lished that an increase in sales, for example, cannot immediately affect

thoge stations whose programming depends on sales due to time lag in-

Y
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volved in station research, an analjsis of the effect of current sales
on future airplay might be valuable. _ | N
Time series analysis is helpful in dealing with the aforementione&
difference between shipments of'product'to distributers and stores and
actual consumer sales. One can assume a one to two week "lag" between
ghipments and actual sales if one asgumes that store and distributor
reorders are indicative of sales. Obviously, one does not reorder pro-
duct if one doesn't need it. |
For several reasong, therefore, time series ahalysis-can be

helpful in determining relaﬁionships between variables. If the reader
examines the table ;abelled “Time Series Analysis“, he will see that
that the number of "lags" used is small and that the differences in
gales airplay and advertising were psed. Two ‘week:lags, past and fu-
ture, were chosen as the optimal period for two reagons, First, statis-
tically it makes sense. As the number of lagged time periods increases,
the accuracy of results ls decreased because of the loss of degrees of
freedom. Secondly, two lags will cover both examples discussed above.
Both airplay and actual consumer sales should have occurred two periods
after shipments are made. Thus, the use of two lags makes:sense if
taken.together with what we know about the behavior of radio research
and wholesale and retail reorders. ‘

o .First differences.of sales and-airﬁlay‘wereiuséd rathér‘fhan in .
order to reduce the standard error of any calculation performed.s

Before the results of the cross-correlation are discussed, it

5Box & Jenking, Time Serles Analysis (Holden-Day, 1976) p.376-7
1f the vreader would like to read further on Time Serles snalysls, these
pages explain the statistical basis behind the use of cross-correlations
and aifferences in theexamination of time geries data,




is important to note that a correlation does not necessarily ﬁean_cau-
sation. That is to say, if, for exaﬁple; it appears that present sales
will correlate with future airplay, bne canhot agssume that those sales
have caused that airplay, merely that there is a relationship between
the two., There are a.mumber of other factors which must be taken into-
consideration before one can assume that airplay causes sales or that
sales will cause airplay.

Briefly, the cross~correlation table (Table 12) can be explained
ags follows. The correlations at "o" measures the relationship between
the two variables during the same time period. The positive or neg-
ative numbers are the past or future lags: For example, the correla-
tion coefficient listed under . +2 is a measure of the relationship bhe-
tween current sales and two weeks future advertising or airplay. The
coefficient for -1 measures the rela%ionship-between current airplay or
advertising and future sales, The cross~correlation table also indi~
cates the strength and direction of the relationship between the two
series, Thisg is indicated by the positive and negative signs which
preceed each correlation coefficient. A correlation of +.50 between
airplay and sales indicates that the two are positively related, as
one iﬁcreases in value the other increases as well. A negative sign
means an inverse relationship.’ o _ |

When the cross-correlation table was examined, no consistent
relationships were found. In examining the chart, the first thing
that should be done is to lgnore all values between ~.25 and +.25
gince they are not significantly different from zero. There are few
velues over .25 and those that do appear conéistently«- i.e., at a par-

ticular lag, I'would'appear that the dats does not support the theory



1, The values used here are the first differences of sales and airplay units.

-Haw

TABLE 1k

Crossfcorrelation Between Sales and Airplajl

2

ARTIST NAME Number of Lags : -2
PF ~.128>
. NL ~.338
BJ +.378
BK +,067
LH +,312
GL +.020
8 +.006
R ~.105
TL -.293
JA ~.J00
™ ~ 167

Tl

-.062
+.390
~.316
+.023
-, 170
-.179
-.013
~.310
+.275
+.084
+,270

-, 071
+,119
+,168
-, 070
-.032
+,.515
+.012
+,36h
-.106
+,060
-.019

-.108
-.171
-.035
+.041
-.315
+,017
~.689
-.072
+,012
-.151

-.011

- 142
+.307
~.063
-, 064
+.060

:-.07&

-.01T7.
+.1h2
+,019
+,202
- 195

2., The number of lags is two., This is done for both the past(-2,-1} and the future

(1,2} correlations

3. The actual eross-correlation coefficient is given as a decimal with the positive

or negative sign indicabting the relationship; either direct or inverse.



-5

TABLE 15

Cross-Correlation Between Sales and Advertisingl

ARTIST NAMES Number of Lags®: -2 -1 0 1 0
PR S +.308 183 -.066 +.080 +.018
NL . ~.030 =262 +.609 -.33h4 ~.018
BJ -.0k3 ~-.068 +.011 +.172 -, 162
BK +.167 .15k _.124 +.212 +.180
LH ‘ 000 - +.05 -.080 -.581 +.271
GL There was no advertising. Operation not Performed
S | . -.003 -.009 ~.022 +.087 -.115
. -.058 T-.0bt +.163 -.180 +.281
L, " +.089 +.015 +.00k . -.098 +. 064
JA ' 4,380 . +,035 -.157 -.05Y +.,003
™ +.010 +.053  -.196 +,286 -.228

1. The values used here are the first differences of sales and advertising units.

2. The number of lags is two. This is done for both the past{-2,-1} and the future

(1,2) correlations.

3. The actual cross-correlation coefficient is given as g decimal with the positive

or negative sign indicating the relationship; either direct or inverse.

-



that largé sales will follow heavy airplay when examined over all the
data. ‘ ‘ ‘
There is a possibility that if the data were split into segments

that a stronger correlation might be found. Since the airplay and

sales for most albums seems to be strongest in the first few weeks af-

ter release, one might expect to find a higher correlation over the
firét half of the period rather than the second. Table 13 and 14 show
the coefficients for each album over each half of the active cycle,
Similar to Table 12, there is no pattern either for the first half |
or the second half of the eycle. The values are random and what cor-
relations are significant are often negative indicating an inverse
relationship.

In cancl@sion, the examination of the data visually and statis-
tically demcnstrated no systematic relationship between changes in
weekly sales, airplay and advertising.

L



ARTIST NAME

PF
NL
BJ
BK
LH
G,
8

R

L
JA
™

-55-

TABLE 16

Cross-Correlation Between Sales and Airplay for the First Half of the Time Period1

(1-25)3
(1-18)
(1-30)
(1-17)
(1-8)
(1-14)
(1-26)
{1-37)
(1-17)
(1-17)
(1-10)

The values used here are the first differences of sales and airplay units.

The nurber of lags is two.

(1,2) correlations.

Number of Lagsez

-2

~.280
-.340
+.h17
+,077
+, 047

+.035

+.006
-.091
-.526
+,01h

~.172

4

-1

+,460

+.393
b} 368

. +F.027

+.155
-.209
~.1h0

=~+510

+.507
+,080
+,280

0

+,1h47
+,119

+.,182

-.082
+,020
+.593
+.008
+.578
-.135
+.242
-.018

1
-.205
~.175
-.026
+.019
-.229

4,022
-.750°

-.0h1
-.346
-.366
-.01h

2 .
~, 017
+.310
-.079
-.085
-.202
~.086
-.038
+.211
+.404
+.146
-.832

This is done for both the past(-2,-1) and the future

This represents the period of weeks over which the cross-correlation was run. For

"pE" the period was divided into thirds because of the sample size.

The actual cross-—correlstion coefficient is given as a decimal with the positive

or negative sign indicating the relationship; either direct or inverse.

&
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TABLE 17

Cross-Correlation Between Sales and Airplay for the Second Half of the Time Per_iod1

ARTIST NAME Humber of Lag32£ -2 -1 0 1 2
PF (26-50)° +.028"  +.0M7  -.008  -.017 -.083
NL (19-36) Airplay was a Constant. Operation not Performed
BJ (31-60) +,029 +.167 +.059 -.156 +.076
BK (18-3%4) +.188 ~.061 ~.336 +.008 +.2h3
IH (9-16) +,085 ~.102 4,01k 363  +.583
GL {15-28) : ~.167 ~.093 +.002 -.010 +.050
s (e7-52) Airplay was a Constant. Operation not Performed
(18-3k) -.260 -.160 +,320 -.183 +.21h
L (18-34) | - 465 £.398  -.207  +.393  -.272
JA (18-3h) N +.139 -.085 -.110 +.,204

™ (11-19) Airplay was a Constant. Operation not Performed

1. The values used here are the first diffences of sales and airplay units.

2, The number of lags is two. This is done for both the past(-2,~1) and the future

(1,2) correlations.

3. This represents the period of weeks over which the cross-correlation was run. For

"PR" the period was divided into thirds because of the sample size.

. The actual cross—correlation coefficient is given as a decimal with the positive

or negative sign indicating the relationship; either direct or inverse.



Chapter 5
| Conclusiong and Recommendations

Before a discussion of the results of the data collection and
analysis can begin, some brief comments about the data should be made.
- Comments on the Data |

A major characteristic of the data has been alluded to earlier,
The time span which the data covers ig only part of the total life of |
the record. A longer period would have undoubtedly produced a stron-
ger statistical assocliation between the time series given, the fact
that all three time series are higher in the early weeks than they are
in the later weeks. However, from a managerial perspective, tﬁe results
in the early period are clearly the more important.

A concern with the data is the inability to include other fac-
tors that could have impacted on record sales. For example, neither
an accuraté meagsure of concert appearances nor a measure of the impact
of previous releases was developed. The lack of these measures is
very aﬁparenﬁ when the sales group "R" are considered. "R"'s release
gold 20,000+ units in Chicago with no airplay. They made two appear-
ances in Chicago in support of this particular record, but, more impor-
tanﬁl&. had supported their preciousathpee releases with at least eight
cther appearances in.two years,

In édditidn to thoée éftisfé who ha#é'héd succéss Qithouf.airur
play, there is the problem of weighing the initial effect of the ar-
tigtts previous track record, both with the consumer and the me&ia.
First, the artist’s previous releases will usually mandate automatic -

sales upon release. Perhaps the major use of advertising in thé record



industry is to announce to these o0ld fans that new product by an artist |
has been released. In some cases, these early album dbuyers are the on-
ly album buyers. The media involvement with an artist's new release )
often stems from their perception of the-artist®s precious albums.

This initial involvement can make the difference in the confinual sucs
ceés of a particular artist. In an industry which considers albuns

two months old as "dead" product, an early media campaign on an artist
can make a significant difference in prolonging an album's active
period, '

Other limitations with the data should be mentioned. Airplay
statiétics were obtained via the memory of various personnel from the
two.record companies involved; Obviously, then there might be problems
of accuracy with this data. Another problem concerng the specific al-
bums selected for the study. Many did very poérly both-in the sales
and airplay. Once again, for statistical reasons; a gtudy of eleven
successful albums might have provided more support for the hypothesis,
A'Insteaﬁ} 8 number of records could not be tested effectively due to
these early airplay and sales.dropso
Conclusions '

While there were several problemé with the data which could have
affected the findings, the results are clear and consigtent accross the
ele#eﬁ'aibums. 'Neither 6hangés.in'weeklyvéirplay.nér éd?ertising affecf
weekly changes in sales in the early life of albumsg. The sane ié true
of the reverge; record sales will not affect & change in airplaj.

When the results of this.atudy are compared to the asSumptions

upon which the music industry gages ite operations, a problem arises.



Simply stated, the results‘of this study run"bontrary to the popular

" wisdom which motiQates the entire industry. The industry has built
extensive organizations bhagsed on the conclusion that sirplay does af-
fect salegs., In fact most record company personnel say that airplay is
the major factor involved. A - : ;

Do these results suggest that other aspects of the industry’s pop-
ular wisdom are in doubt? For example, live concert appearances are
asgumed to generate sales, Would an empirical study demonstrate this
to he the caue?

Another industry tenet that could not be measured in e gtudy is
the word-of-mouth factor involved in the 'sale of records. Many albums
are thdught to be gold through word-of~-mouth because initial airplay on
new releases by veteran artists is not necessarily automatic. Many ar-
tigts retain a following who will purchase albums by their favoriie per.
formers without waiting to hear the album on the radioc. One of the ways
fans do hear new albums is through in-~gtore airplay. Stores have dise
continued using the radic and have begun to program theiy. favorite music
in the store, Another method used to make fang aware is in-store mer-
chandising. Both word-of-mouth and in-~store airplay/herchandising cir-
cumvent the effect that airplay and advertising, the two variables cho-
sen to be tested in this paper, have on sales. To ﬂhaﬁ extent do.%hese
factors iﬁpact album éaléé? o I o N

Other accepted industry beliefs deal with the way certain types of
muic sell, While this study did attempt to seperate.the records used
into different musical categories, it could not delve into "gut" theow

rieas that motivate an industry. TFor example; it would be difficult In



~6Q-

a paper of this nature, to include, as a variable, the fact that Rhythm
and Blues recordé sell strongly through discotheques and by word-of
mouth. Would a study breaking down the sample inﬁo categories of re~
cord types succeed in findiﬁg a relationship between airplay, adver-
tising.and sales?

Recommendations

Additional research on the'subject.of the causes of record sales
should be carriéd out, Since the results arrived at in this study run
confrary to accepted industry practices, further examination of all of
the poential factors involved in record sales is necessary.
| Thig examination would have to begin on ﬁhe'day the album is re-
leagsed and continued week by weelk through the album®s complete sales
history whether it stops selling or establishes a predictable weekly
pattern. The examination would have to include a more sccurate account
of the Qeekly airplay each record abtained.

In addition to a complete sales and airplay history, a system
of weighing other variables such as concert appearance, word-ocf-mouth,
in-gtore airplay and the previous track record of the artist must be
included in the examination of cause and effect. .

In conclugion, several-recommendationsitto-the indusbyyceanbe
made bagsed on the results of the study. While the data analyzed hasg
not shown any systematic relationship between sales and airplay or sales
and advertising, it has documented that airplay and sales do exist to-~
- gether.

However, this relationship may not be as strong as many repre- .

gentatives of the indusgtry believe., It is apparent that there are mule



tiple determinants of fecord gales, These determinants include cohcert
appearance, in-gtore airplay and merchahdising. and other medlia-direc-
ted ‘efforts. Based on group "R"%s sales sﬁccess with limited airplay,
the industry would do well to direct their efforts in directions other
than fadio promotion in order to generate maximun sales. Dependence on
one factor, such as airplay, limits the possible sales universe for
many record companieg. Sincé the boundaries of what 1s programmable
on radio are shrinking yearly, an increasing number of artists will be
forced to find other venues to promote their product,

Groups must be promoted through live appearances, albums must
be aired in stores and extensive advertising must be employed td
announce the release of popular new artists. As radio formats become
increagingly limited to those artist'whose popularity spans many audi-
ences, it is necessary that those artists, who cannot obtain airplay

in large amounts9 be worked with in as many different ways as possible,



.
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