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Thanks To Merch
Sales, Virtual
Worlds Can Still
Mean Real Money

Two years ago, virtual worlds
like Second Life were awfully
noisy places.

Acts like Suzanne Vega,
Duran Duran and Ben Folds
got reams of press for holding
virtual-world concerts. The
BBC rebroadcast its One Big
Weekend music festival in the
space. And Sony Music pur-
chased an entire island within
Second Life for visitors to
come and stream tracks from
the label's artists.

Today, it’s deathly quiet.
Mainstream artists have
largely abandoned Second
Life, Sony no longer sup-
ports its island, and smaller
virtual worlds like Doppel-
ganger—which struck a deal
in 2006 with Interscope to
host artist-branded lounges
for acts like the Pussycat
Dolls—are defunct.

But to completely write off
the potential of the virtual
world phenomenon would be
a mistake. The problem was-
n't so much with the virtual
environments themselves, but
how they were used. Recent
developments show that great
potential remains for revenue
and promotion for artists and
labels that alter their approach
to the space.

For starters, forget the vir-
tual concert. It was cute, but
the reality of the technology
behind virtual worlds is such
that it was never destined to

be much more than a gim-
mick. The appeal was under-
standable. Second Life grew
from 100,000 active users in
2005 to 1 million in 2008, with
predictions of reaching 9 mil-
lion users by 2009.
Impressive numbers, to be
sure. But while
there are some
indie artists who
might be con-
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ket for virtual goods was
around $2.2 billion, project-
ing it to reach $6 billion by
2013. To get a sense of the po-
tential of this market for
artists, consider the experi-
ence of Snqgop Dogg, who
works with a company called
Virtual Greats to
sell branded vir-
tual goods
through a num-

tent to make
around $200 or
so per virtual
show—getting
paid either by
the venue owner
or through tips
from fans—that’s not moving
the bar in any significant way.
A better strategy would be
focusing on a separate ele-
ment of the live-music expe-
rience: merchandise. Selling
virtual goods like T-shirts, hats
and jewelry at $1-$3 per item
through virtual worlds and so-
cial networks is big business.
But so far, few artists or brands
have jumped into the game.
Piper Jaffray estimated last
year that the worldwide mar-
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The coolest, most feature-rich
gadgets are nothing more than styl-
ish paperweights if their battery
is dead, Idapt’s i4 Universal Desk-
top Charger, which can charge
up to four mobile devices simul-
taneously, will come in handy for
tech geeks who live a multiple-
gadget lifestyle. It comes with six charg-
ing tips compatible with the iPod/iPhone, Samsung,
Nokia and Sony Ericsson handsets and devices that use
micro-USB and mini-USB plugs. It also has a high-power
USB charging port for iPads.

The i4 Universal Desktop Charger comes in black,
white or silver and costs $60 at IdaptWeb.com.
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ber of virtual
worlds. The
company says
he sold more
than $200,000
worth of virtual
goods on virtual
worlds like WeeWorld, Gaia
Online and Zwinky.

According to Virtual Greats
director of platform manage-
ment Brett Orlanski, this is
just a fraction of what artists
could be making once the
market evolves.

“Branded virtual goods
seem to be underrepre-
sented,” he says, noting that
only 1% of sales are branded
items. “The money we gener-
ate to date we feel is small
compared to what we think it
will turn into.”

As a result, labels are slowly
re-examining the virtual
goods opportunity. Virtual
Greats has efforts under way
with Justin Timberlake, T-
Pain and the estate of Elvis
Presley. Warner Bros. Records
is about to launch a broad vir-
tual goods campaign sur-
rounding Jason Deriilo.

“There’'s a lot of revenue
here in these worlds,” Warner
VP of digital media Ayal Klein-
man says. “It's not just about
the impressions and regis-
tered users. Kids are buying
things, and we can definitely

Merch and juice: Snoop
Dogg avatar on WeeWorld,
where the hip-hop artist

sells virtual goods.

play a part in this.”

Helping drive the market
for virtual goods is the evolu-
tion of the worlds themselves.
Those like Second Life posi-
tion themselves more as a plat-
form, leaving it up to users to
figure out what to do. As a re-
sult, the music experience has
seemed a bit halfhearted.
Newer virtual worlds are
emerging, however, with a
tighter focus and targeting
more specific demographics
and lifestyles.

One example is the recently
launched Rocktropia. The
world is built top to bottom
with music in mind. Users can
buy rock star clothes, explore
areas built by their favorite
artists (such as Motérhead Sta-
dium, created with input from
frontman Lemmy Kilmister),
play virtual games with other
members for prizes, listen to
“live” performances and
stream Internet radio stations.

The free site relies heavily
on the sale of virtual goods as
its business model, as well as
renting or selling space to
other users, which can in-
clude artists and labels. Brian
Balfour, founder of Viximo, a
commerce platform for sell-
ing virtual goods in virtual
worlds and on social net-
works, says virtual worlds and
virtual games will continue
to blend.

“The lines are quickly blur-
ring and the distinctions be-
tween the two are starting to
combine,” he says. “Dissect-
ing the two is going to quickly
become a more challenging
task as it becomes a lot more
of a gray area.”

For 24/7 digital news

biz and analysis, see
b billboard.biz/digital.
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