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Introduction
The record industry is reported to be experiencing a downturn in the

sale of its products. Mix magazine’s recent special report, “What Can Save
The Music Industry,” is reflective of a growing number of published ar-
ticles from industry insiders and observers over the past three years pre-
dicting the downturn. The Recording Industry Association of America
(RIAA), National Association of Recording Merchandisers (NARM), Video
Software Dealers Association (VSDA), and the International Federation of
the Phonographic Industry (IFPI) indicate that the recording industry, both
domestic and foreign, has experienced significant declines in record sales
over the last three years. RIAA reported that the overall size of the record-
ing industry based on manufacturer shipments at suggested retail prices
decreased from $14.323 billion (2000), to $13.74 billion (2001), to $12.614
billion (2002), to $11.854 billion in 2003. (RIAA Statistical Report, 2003)

In one of the Mix magazine articles, RIAA claimed that a 26% decline
in record sales from 2000 to 2003 had occurred primarily due to file shar-
ing of recorded product over the Internet by high school and college stu-
dents (Jackson, 2003). NARM, RIAA, and IFPI reported significant de-
clines in recorded product sales from 2000-2003. In an attempt to reverse
the perceived economic downturn of their industry, the RIAA enacted what
some would consider desperate measures. In various news outlets, periodic
reports of possible charges brought against minors for music copyright vio-
lations (Internet file swapping) with the RIAA holding parents financially
liable for their children’s malfeasance and seeking damages, often in ex-
cess of ten thousand dollars per occurrence, have been observed. Media
commentary of these events often portrays the RIAA as a group of big
businesses ruining the lives of children and their parents.

https://doi.org/10.25101/4.6
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An additional area of concern for the record industry is the less-than-
stable business climate of the broadcast industry. Federal Communications
Commission (FCC) relaxation of guidelines for radio station ownership
and programming content are upsetting the traditional business environ-
ment that the record labels and radio broadcasting conglomerates have pre-
viously enjoyed (Clark, 2003). Congressional challenges to recent FCC
regulations may also serve to perpetuate caution by record labels as to where,
and with whom, to invest promotional dollars. Due to the aforementioned,
label executives are claiming that the glory days of the record industry,
commonly perceived to be the mid-1990s, have passed and will be replaced
by an era noted for a declining number of labels destined for eventual ex-
tinction (Jackson, 2003). Label executives are also predicting that a domino
effect from shrinking record sales will negatively impact other sectors of
the music industry as well (Franklin, 2003). For example, when record la-
bels cannot afford to adequately finance their star acts or emerging artists,
an inevitable dampening of the creative and entrepreneurial climate in the
label-supported fields of recording, publishing, songwriting, video produc-
tion, and concert promotion will become a reality.

Is the music industry experiencing a downturn, or perhaps a business
or technological restructuring cycle? A proper examination of this question
should begin with a consideration of whether the record industry has ever
encountered such dramatic challenges to its existence in the past. The his-
tory of the record industry will provide the context for this discussion. A
brief review of extant scholarly analysis on the history of the U.S. music
industry, and its economic impact, is contained in the following section.

Review of Literature
Relatively few scholars have chosen to examine the history and eco-

nomic impact of an industry as large as the record industry. It must be
noted, however, that numerous books, magazines, and articles have been
published about this industry which have not been subject to scholarly re-
view. Nevertheless, sufficient literature exists to provide historical context
for this examination.

The first known treatise on the history of the record industry, From
Tin Foil to Stereo—Evolution of the Phonograph, was published in the 1950s
(Read & Welch, 1959). As the title suggests, the authors’ focus was to trace
the technological advancements within the recording industry. Information
concerning the early years of the record business depicted a fledgling in-
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dustry struggling to survive in the midst of technological advancements.
Read and Welch’s (1959) research was shown to have inspired subsequent
works by authors such as Schicke (1974) and Gelatt (1977).

A decade later, Malone (1968) published a comprehensive history of
country music which included a more detailed reading of the development
of the business side of the record industry. He identified the birth of the
record industry in 1890 and traced its development through the mid-1960s.
Of particular interest to this study is his explanation of the periodic eco-
nomic downturns within the record industry. For example, Malone explained
that the introduction of radio in 1920 became the major factor in the drastic
decline in record sales during the 1920s and showed that a later label alli-
ance with the radio industry served to dramatically increase record sales
beginning in the 1950s. The author’s description of such external factors as
the U.S. government’s rationing of vinyl and the musicians’ boycott during
World War II provide cogent insight into the periodic fluctuations the record
industry has faced throughout its history.

In the 1970s, interest from consumers of popular music as well as
industry observers fueled the publication of numerous books and articles
on the various aspects of the record industry—a trend which persists to this
day. Information ranging from anecdotal (exemplified in the legendary
record mogul Clive Davis biography of 1975) to hard data from the RIAA
contained in industry trade publications such as Billboard became ubiqui-
tous. However, the researcher is faced with the daunting task of ferreting
out reliable data from the hyperbole in this body of literature.

The era of music industry scholarship began in the 1980s and was
exemplified in the doctoral dissertations of Shore (1983) and Shea (1990).
Shore expanded on the previous work of Malone (1968) by providing ex-
tensive analysis of the business and economic trends of the record industry
from its birth to the late 1970s. The researcher’s numerous tables, contain-
ing RIAA yearly dollar and unit data (circa 1899-1978) of record sales,
provided strong support for his detailed and frank analysis of the industry.
Of particular interest to this study was Shore’s account of record industry
economic trends in the late 1970s. He explained that

…industry executives began to look forward to the
days when the sale of five million copies of a record would
be a regular occurrence. This unbridled optimism was se-
verely shaken by the downturn that hit the industry in 1979.
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Within quite a short period of time the industry’s song of
limitless horizons changed to one of controlled gloom.
(Shore, p. 144)

More importantly, Shore’s conclusions for the aforementioned indus-
try downturn of 1979, specifically poor performance of the U.S. economy
combined with escalating shipping costs and promotional budgets, bear a
striking resemblance to current record industry claims cited in the 2003
Mix articles.

The research of Shea, though focused on the impact of technological
developments in popular music, includes a substantial body of material on
business and economic trends within the record industry. Neglecting to ac-
knowledge Shore in his work, Shea’s dissertation contained a number of
similar data points to the aforementioned and drew similar conclusions.
However, Shea did provide an interesting history of the competition be-
tween record labels showing how adoption of new technology—e.g., turn-
table speed, stereo recording, etc.—by one label tends to force adoption of
similar technology by competing labels through capturing increased mar-
ket share. However, the importance of Shea’s research, as it relates to the
present study, is primarily found in his conclusions and recommendations.
He identified and linked the principal of industrial inertia to the record
industry and demonstrated that most of the impetus for change had histori-
cally come from forces external to the industry.

The 1990s saw the publication of research from academics in the rela-
tively new discipline called music industry studies. Initially, the focus of
this research was to provide, in textbook form, general information on vari-
ous aspects of the music industry. The works of Baskerville (1990), Wadhams
(1990), Fink (1996), and Hall & Taylor (1996) are examples of the afore-
mentioned that examined—in varying degrees of depth—subjects such as
record industry history, business practices, and economic trends.
Baskerville’s, Wadhams’, and Fink’s textbooks provided comparatively lim-
ited data and analysis of industry business trends due possibly to the texts’
foci. The Hall & Taylor textbook provided a more in-depth analysis of
business and economic trends of the record industry.

The research of Taylor & Terrell (2003) is the first known quantita-
tive/comparative analysis of economic and business indicators on domestic
music industry capitals. Among the salient findings of this research are
indications that the traditional dominance of the music industry by New
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York, Los Angeles, and Nashville are waning. Emerging capitals of music
industry commerce, such as Atlanta, demonstrate an emerging pattern of
industry decentralization.

The body of literature indicates that the record industry, and its per-
ceived support services—operationally defined in this study as the music
industry—have experienced the following:

1) periods of dramatic business and economic downturns
throughout its history;

2) downturns often caused by external environmental factors;
3) challenges to change its perceived static business state;

and
4) patterns of possible decentralization among its traditional

industry capitals.

To determine the viability of the currently perceived music industry
downturn, a longitudinal analysis of industry business and economic activ-
ity was performed. A description of the data collection procedures and
methodology are contained in the following section.

Methodology
This study explores what recording industry insiders and observers

have claimed: that the record industry has fallen from a pinnacle of eco-
nomic boom in the mid-1990s to experience an increasing decline in sales
from 2000 to 2003. The purpose of this study is to determine what evi-
dence, if any, of these reported business and economic trends can be found
among five U.S. music industry capitals. To this end, a longitudinal analy-
sis was performed using data selected from various industry and govern-
ment databases on the five domestic music industry capitals of New York,
Los Angeles, Chicago, Nashville, and Atlanta for the years 1995, 2000, and
2003. Nine music industry sectors were selected for comparative analysis
to determine individual strengths of the selected music industry sectors in
each city for the selected years. The nine music industry sectors are:

1) recording studios
2) artists and entertainment managers or agents
3) entertainers and entertainment groups
4) record and prerecorded product outlets
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5) musical instrument stores
6) musical instrument manufacturers/wholesalers
7) licensing, royalties, and publishing services
8) creative services
9) broadcasting services

The databases used in this study included the 1997 North American
Industry Classification System (NAICS) CD-Rom, the 2000 U.S. Census
Report, and databases from Dunn and Bradstreet for 1995, 2000, and 2003.
The Dunn and Bradstreet databases contained data on over 11 million U.S.
business entities and are considered to include 89 percent of the total do-
mestic business population (Stormant, 2000). The NAICS database was
used to identify and group music industry sectors by Statistical Index Codes
(SIC) into the nine industry sectors of the study. The 2000 U.S. Census
Report was used to determine geographical boundaries of the five cities
under review. The authors loaded the Dunn and Bradstreet database with
the selected SIC numbers—separated by city, year, sector, and geographi-
cal parameters—for analysis. The findings of this study are presented in
the results section.

Limitation of this Study
For the sake of clarity, the scope of this study is limited to nine prede-

termined music industry categories. Among the music industry categories
not included are business entities whose products or services are experi-
encing significant market declines, such as hi-fi and other acoustic equip-
ment manufacturer/wholesaler and services. Support services such as au-
dio cassette duplication services, musical instrument rental services, music
education instruction, and sound and lighting equipment rental are likewise
not included due to lack of significant market share. Finally, two of the
most significant growth sectors for the music industry—entertainment le-
gal services and web-based music delivery entities—are not included, due
to current limitations in the NAICS eight-digit protocols which tend to over-
state activity within these sectors.

Therefore, the results of this study cannot be generalized to encom-
pass all music industry activity for the cities under review. Additionally,
because only five music industry capitals were included in this study, the
data and results of this study cannot be generalized to reflect accurately
music industry business and economic trends for the entire United States.
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Results
The purpose of this study is to measure the various business and eco-

nomic trends of five music industry capitals to determine the extent of the
reported economic downturn in the record industry. The results of this study
indicate that:

1) despite a significant slowing of growth rate in revenues, the
five cities as a group showed positive growth through the
eight-year period in the three measured categories;

2) despite declining recording sales, the other industry sectors
were found to be in various levels of economic well being;
and

3) there is strong evidence of decentralization in the music
industry.

Table 1 indicates that Los Angeles is the traditional leader of the five
cities in the commercial recording studio sector for all three categories (num-
ber of businesses, number of employees, and total sales) with the exception
of New York showing the most sales in 2000. The data also indicate that
during the eight-year period New York, Los Angeles, Chicago, Nashville,
and Atlanta, as a group, experienced a positive growth of 38.49% in total
sales, however, negative growth was shown to have occurred from 2000 to
2003 in Los Angeles, New York, and Atlanta. Nevertheless, the five cities,
as a group, had positive growth in the categories of number of businesses
and number of employees during this eight-year period. Finally, Atlanta
experienced the largest percentage growth in number of businesses
(143.51%) and total sales (139.29%) during this period of study.

The figures for artist agents and managers found in table 2 indicate
that these business entities did not fare as well as the recording studios,
exhibiting only a 19.86% growth in total sales for the period. New York,
the leader in all three categories for the period, experienced negative growth
in number of employees and uneven growth in number of businesses. Ad-
ditionally, New York’s sporadic growth in number of businesses and num-
ber of employees and Los Angeles’ negative growth (-12.39%) in total sales
for the period contrasts the robust growth of the other cities in this industry
sector. Finally, Atlanta was shown to have experienced the largest percent-
age growth in all three categories for the group.
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Table 3 indicates that the sector of live entertainment has experienced
significant positive growth over the past eight years. The totals for five
cities show an increase in all three measured categories including a 47.98%
growth in total sales and a 103.1% gain in number of businesses (e.g., bands,
orchestras, etc.) for the period. New York is the preeminent city in this
industry sector with Los Angeles and Chicago losing market share to At-
lanta (ranked second in total sales for 2003) during this eight-year period.
Additionally, Atlanta generated the largest total sales in 2000 and the larg-
est percentage-growth increase in all three categories for the eight-year
period.

The totals listed in table 4 seem to reflect the Recording Industry
Association of America’s (RIAA) claim of a negative growth (-26%) in
record sales from 2000 to 2003 (Jackson, 2003). The retail record outlets of
the five cities under study recorded a 26% decrease in total sales over the
eight-year period making this the weakest of the nine sectors under review.
However, a closer examination of the data shows that the five capitals, as a
group, experienced the greatest losses in all three categories between 1995
and 2000. Therefore, a more complex explanation than the RIAA claim of
Internet file sharing may be needed given that file sharing did not reach
significant volume until after 2000.

Los Angeles, the traditional leader in all three categories, has expanded
in both number of businesses (33.34%) and number of employees (11.65%),
but lost significantly in sales (-40.37%) over the past eight years. New
York’s percentage growth was nearly equivalent to Los Angeles for the
businesses and employees categories, but it lost enough total sales (-43.49%)
to be surpassed by Atlanta in 2003. The figures for Chicago indicate a smaller
but nevertheless negative growth pattern for the eight-year period of -15.36%
in total sales. Nashville experienced robust growth from 1995 to 2000 only
to lose over half of its gains in total sales receipts by 2003. Despite a nega-
tive growth period in total sales from 1995 to 2000, Atlanta showed steady
growth in both number of businesses and number of employees during this
period of study. Atlanta also experienced the largest percentage growth of
the five cities in both number of employees (34.33%) and total sales
(38.02%) and ranked second in total sales in 2003.

Table 5 contains the data for retail musical instrument stores. The
figures indicate that this industry sector is less than robust. The totals for
the five cities indicate that the growth in number of businesses (44.09%)
and number of employees (21.54%) has significantly outstripped total sales
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(4.37%) over the eight-year period. Additionally, the cities, as a group, lost
over half their total sales from 2000 to 2003. This sector was found to be
the second weakest of the nine measured industry sectors of this study.

Los Angeles, traditionally the preeminent center for music retail, has
lost 9.92% in total sales over the last eight years and seen its sales plummet
from nearly $500 million in 2000 to $116 million in 2003. This city’s ap-
parent predicament, compounded by a 35.78% growth in number of music
stores and a 7.06% increase in number of employees during the past eight
years, may make it difficult for it to maintain its position as a leader in this
category. Chicago, ranked as the strong second in all three categories, was
found to be less volatile than Los Angeles, losing less than $3 million in
sales from 2000 to 2003. However, Chicago’s approximately 30% growth
in number of businesses and employees may be problematic in the face of a
less than 20% growth in sales receipts for this period.

The figures for Atlanta and Nashville, ranked fourth and fifth respec-
tively in all three categories, indicate a more positive economic picture
than the other music capitals. These two cities share the largest percentage
growth in businesses, employees, and sales of the group. It is noteworthy
that only Atlanta experienced positive growth from 2000 to 2003 in all
measured categories of musical instrument retail.

Although musical instrument retail was found to be a generally weak
sector among the music industry capitals, table 6 indicates that the musical
instrument manufacturers and wholesalers are faring much better. The cit-
ies recorded steady growth in all three categories: 90.05% growth in num-
ber of businesses, 110.11% increase in number of employees, and a 51.6%
increase in total sales for the eight-year period. Los Angeles is the domi-
nant city in all three categories, boasting total sales that surpass the sum
total of the other four cities throughout the eight years of this study. Chi-
cago, traditionally ranked second in this sector, lost a sufficient amount in
total sales (-18.18%) to be surpassed in this category by New York which
had a tenfold increase in sales from 2000 to 2003.

Nashville, emerging from a distant fourth place ranking, is in position
to possibly challenge Chicago in this sector. Nashville’s music manufactur-
ing and wholesale sector boasts a 250% increase in number of businesses
and a 3,292% increase in total sales for the period; these figures represent
the largest percentage growth for an individual city found in this study.
Atlanta’s steady growth in businesses and sales, though impressive, was
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nevertheless unable to budge the city from its current distant last place
ranking for this sector.

Table 7 contains the data for licensing, royalties, and publishing ser-
vices. Despite a less than impressive growth in number of businesses
(10.02%) and number of employees (11.46%), the cities experienced a
106.37% increase in total sales for the eight-year period giving this sector
the largest percentage growth found in this study.

Los Angeles, the leader of this sector in 1995 lost over 45% of its
sales receipts in the ensuing years. New York showed negative growth in
this sector from 2000 to 2003. Chicago and Atlanta, ranking a distant fourth
and fifth respectively across all three categories, had the largest percentage
increases in number of businesses and number of employees. However,
their combined total dollar output is only about 2% of the total sales for the
five cities.

The preeminent city for this sector is Nashville. From 1995 to 2000,
Nashville moved from a third place ranking to first place in all three cat-
egories. A more remarkable statistic is Nashville’s total dollar output in
2000 and 2003, which surpasses the other four cities combined. This is
strong evidence of the decentralization of the music industry among the
five cities.

The fields of songwriting, music arranging and composing, music video
production, and disk reproduction were, for the purpose of this study, in-
cluded in the sector entitled creative services (table 8). The totals for the
group indicate that this sector is thriving, exhibiting positive growth in all
three categories. The positive growth in number of businesses (44.47%)
and number of employees (62.96%) is outpaced by the group’s growth in
total sales (99.89%). However, an examination of the data from individual
cities indicates mixed results.

Los Angeles is the leading city throughout the eight-year period in all
three categories. Additionally, Los Angeles accounts for almost half of the
total output, businesses, and employees of these five cities. New York and
Chicago exchanged positions in the second and third place rankings from
2000 to 2003. Nevertheless Chicago, which occupied a distant third place
position in 1995, experienced sufficient gains in total sales to garner the
largest percentage growth in dollar output (427.31%).

Atlanta and Nashville, ranked fourth and fifth respectively, experi-
enced positive growth throughout the eight-year period. Nashville experi-
enced a significant decline in sales receipts from 2000 to 2003. However,
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Atlanta experienced steady growth in all three categories throughout the
period and registered the largest percentage growth in number of businesses
(176.47%) and number of employees (104.95%) of the five cities.

The sector of broadcasting services (table 9) includes radio broad-
casting stations, television, radio time sales, electronic media advertising
representatives, radio advertising representatives, radio consultants, radio
transcription services, music distribution systems, and specific format ra-
dio stations. Broadcasting services was the most prolific industry sector of
this study generating about one third of the five cities’ total dollar output
from 2000 to 2003. Although the percentage growth figures for the group
are essentially equivalent to those found in the creative services sector,
examination of the broadcast sector’s individual year data indicates uneven
growth in both number of businesses and total sales. Additionally, indi-
vidual rankings among the cities were shown to have changed throughout
the period of this study.

New York and Los Angeles, the traditional centers of activity for this
sector, lost a combined total of $1.5 billion in total sales between 2000 and
2003. Nevertheless, the eight-year percentage growth for these cities showed
a net gain. New York remains the unchallenged leader of the five-city group
throughout the eight-year period, despite uneven growth across all three
categories, by generating over half the total dollar output for the group. In
contrast, Los Angeles’ steady positive growth in number of businesses and
total employees was overshadowed by significant fluctuations in total dol-
lar output, losing over one billion dollars in total sales from 2000 to 2003.

Chicago, traditionally perceived as the third-largest broadcast center,
has experienced uneven growth in number of businesses and number of
employees, and negative growth (-13.5%) in total sales since 1995. Despite
its significant percentage growth in number of businesses (50.67%) and
total sales (142.47%), Nashville remains in last place among the five-city
group. However, Atlanta’s growth in this sector is remarkable as the only
city of the group to experience constant growth over the eight-year period.
It registered the highest percentage growth of the group in all three catego-
ries. Atlanta’s growth of 474.59% in total sales was sufficient to move it
from a fourth place position in 1995 to second place by 2003.

Table 10 contains the totals of the nine sectors of this study. The data
indicate that New York and Los Angeles are the most prominent music
industry centers in the United States. However, these results indicate that
preeminence is less than permanent. Los Angeles, which boasted the larg-
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est number of businesses and total sales in 1995, lost market share to New
York in the ensuing years.

The totals for the five music industry capitals in the categories of
number of employees and total sales show positive growth over the eight-
year period (26.95% and 29.18% respectively) with the number of busi-
nesses showing uneven growth (38.83%). However, with the exception of
Atlanta, the cities did experience a decline in total sales between 2000 and
2003. Additionally, Los Angeles has seen a negative growth in total sales
(-12.88%) over the eight-year period. Finally, Los Angeles, New York, and
Chicago experienced negative growth in number of businesses from 1995
to 2000.

The data indicate that Atlanta was the only city in this study to expe-
rience positive growth in all three categories from 1995 through 2003. Ad-
ditionally, Atlanta garnered the largest percentage growth in number of
businesses (116.28%), number of employees (95.33%), and total sales
(171.27%). Finally, Atlanta has risen from a distant fourth to an uncon-
tested third place among the music industry capitals in total sales. A discus-
sion of the results of this study is presented in the following section.

Discussion
The results of this study indicate that the music industry capitals ex-

perienced positive growth in all three business categories from 1995 through
2003; however, significant shrinkage in total sales did occur between 2000
and 2003, indicating the possible presence of the currently reported U.S.
music industry downturn. Nevertheless, the record industry’s decline in
sales was sufficiently compensated by growth in the other eight industry
sectors to give Los Angeles, New York, Chicago, Nashville, and Atlanta an
average annual growth rate in sales of 3.65% for the eight-year period.
Additionally, the current industry economic downturn was likewise shown
to have impacted both the individual cities and the industry sectors in vary-
ing degrees, providing strong evidence of trends which include industry
decentralization on various levels.

The record industry, the largest of the nine sectors in all three catego-
ries, lost sufficient sales by 2000 to be surpassed by the broadcast sector for
the five city group. This apparent shift provides a number of opportunities
for the other music industry sectors that may no longer view themselves
simply as record label support entities. For example, the broadcast sector is
undoubtedly contributing to the substantial positive growth in the licens-
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ing, royalties, and publishing sector through providing increased revenues
in performance royalties. Additionally, broadcast sector decentralization is
exemplified in the decline of Los Angeles and emergence of Atlanta as this
nation’s second radio broadcast center. Industry inter-sector consolidation
may also be occurring. The dramatic increase in Nashville’s publishing
revenues, combined with New York’s and Los Angeles’ losses over this
eight-year period, indicate a possible combining of services to increase sector
productivity.

External factors in the current music industry decentralization pro-
cess include:

1) Federal Communications Commission (FCC) deregulation
policies in radio broadcasting;

2) Internet file sharing;
3) varying business climates among the music industry

capitals; and
4) technological advancements in audio recording.

The FCC’s intent to facilitate greater local ownership of radio sta-
tions and increase revenues from local broadcast is indicated in the results
of the study. The record industry’s reaction to Internet file sharing is a sa-
lient example of its historic behavior to maintain a static business state.
Intra-label disagreements persist as to how to offer customers product via
the web as external business entities forge innovative models for such prod-
uct delivery (Mix, 2003). The varying costs of doing business among the
five cities include such items as local taxation, legal restrictions, union
regulation, real estate costs, etc. Naturally, an industry sector dependent
solely on any one city or region is more vulnerable to shifts in this area than
a more nationally diverse model. Finally, recent advancements in profes-
sional format audio recording technology have become both affordable and
user-friendly to the average musician (Terrell, 2000). Though the afore-
mentioned will continue to negatively impact the high echelon recording
facilities on a worldwide basis, the studio sector’s loss will be the gain for
the record industry. Artists will again, as in the 1920s (Malone, 1968), be
able to submit recordings of sufficient quality to a record label to permit
immediate distribution of product. This will save hundreds of thousands of
dollars per project in studio costs to both the labels—who previously would
have to front this cost to the artist—and the act, who is obligated to repay
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the label via record royalties. This reduction in overhead cost for the labels
provides opportunities to increase productivity and free up capital for in-
vestment in, for example, emerging entertainment media.

Decentralization of the music industry will precipitate a number of
shifts in its current structure and operations. Among the most visible changes
will include the decline in prominence of the traditional music industry
capitals such as Los Angeles and the emergence of a larger number of re-
gional centers of industry commerce such as Atlanta. Finally, decentraliza-
tion will negatively impact industry-wide efficiency in, for example, the
areas of business communication and coordination but it will also make the
industry, as a whole, more impervious to economic downturns caused by
regional and local external factors.

The impact of Internet file sharing, though significant, is not the sin-
gular cause of the recording industry’s decline in sales. Competition with
other entertainment media such as video games and movies has become
increasingly apparent as the labels struggle unsuccessfully to find a succes-
sor to mega-artists such as Michael Jackson. The recent U.S. recession has
also shrunk the average family’s entertainment budget. However, the au-
thors of this study believe a factor internal to the industry is also negatively
impacting sales. The industry’s apparent unwillingness to offer baby boomers
(traditionally the largest segment of the record-buying population) with
little more than simple reformatting of catalog popular music is, we con-
tend, easily remedied. We propose that the industry redouble its efforts in
the area of artist development for this segment of the population. Finally,
we must go on record with our support of the RIAA’s current efforts to
enforce U.S. Copyright laws. We believe these actions will help stem the
tide of Internet file sharing—a necessary protection for the continued health
of the record industry. The RIAA’s actions also demonstrate support and
respect for individual creative property.

In summary, the record industry’s function as the traditional well-
spring of commerce for the music industry seems to be waning. The domi-
nance of the major record labels may be replaced by a more diverse multi-
media-based music industry. Additionally, as the music industry continues
to decentralize, Atlanta, and as well as other cities, will rise to prominence.
Houston, for example, is benefiting from Clear Channel’s success. Put sim-
ply, the music industry is not declining; it is simply growing by decentrali-
zation. According to the article “Music Industry Welcomes Back the Sweet
Sound of Sales” (DSN Retailing Today, 2004), Nielsen Soundscan announced
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that sales of CDs in the first six months of 2004 were seven percent higher
than the previous year. The increased sales were due to strong new releases
(Outkast, Norah Jones, Usher, Limp Bizkit, Dave Matthews, etc.), lower
CD prices, and digital downloads. Apple iTunes and Roxio’s new Napster
have proven that people will pay for music online if it is affordable, easy to
use, and a pleasant user experience. DVD sales increased significantly dur-
ing the third quarter of 2003, with 270 million DVD software units shipped
to retail (NARM, 2003). This is a 40% increase over the same period in the
previous year. Additionally, 6.4 million DVD players were sold to U.S.
consumers during the third quarter of 2003, a 36.5% increase over the same
period a year earlier. Experts predict that digital downloading will grow
over the next five years. They estimate downloading will generate $270
million in sales in 2004 and become a $1.7 billion dollar business by 2009,
but that it will not take the place of in-store CD sales. If the findings of this
study are representative of the U.S. music industry in general, the future
looks bright (Desjarding, 2004).

Implications for Music Industry Education
If the patterns of decentralization found among the music industry

capitals in this study are reflective of nationwide trends, music industry
educators must begin to prepare students for more than just two specific
professional career tracks (i.e., working for a major record label or engi-
neering in a high echelon recording facility). To this end, music industry
programs should offer opportunities for internship positions on a regional
and local basis. Additionally, students must be taught entrepreneurial skills
and how to employ lateral movement strategies to achieve ultimate career
goals.

The development of regional and local internship positions must be-
gin with a search to determine the number and types of music businesses in
one’s area. We recommend Dunn & Bradstreet’s MarketPlace CD as an
excellent source for this type of information, as well as the reference or
music librarians at local universities. Anecdotally speaking, we have found
a high level of interest in internship placement from regional music busi-
nesses. These firms often employ graduates of music industry programs
and seek additional interns.

The development of entrepreneurial skills for music business majors
must be an essential component of the educational experience. To accom-
plish this, entrepreneurial theory and application should be included in the
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curriculum and internship positions should include as many sectors of the
industry as are practically available in an area. Additionally, given the cur-
rent state of the music industry, the prospect of starting an independent
record label should be presented as a valid endeavor to the music business
major. Also, incubator music public relations, promotions, marketing, manu-
facturing, legal, touring, video, and other music related industries need ex-
ploring.

Engineering and production majors must likewise be encouraged to
develop entrepreneurial skills and take internships at local and regional
project studios. It is in this environment that students learn a variety of
skills that include the crafts of writing and producing everything from jingles
to sound effects, foley production, and production of sound tracks for digi-
tal gaming, television, and film scoring. Put simply, the more our engineer-
ing graduates can offer a potential client or business, the greater their per-
ceived value, marketability, and survivability.

Finally, all music industry majors must be taught the advantages of
lateral movement within the industry. Seasoned music industry profession-
als contend that a diverse background generally translates into career lon-
gevity due to greater industry-wide networking capacity and the ability to
sustain employment during industry fluctuations. In a decentralized busi-
ness environment professional versatility is an essential attribute for sur-
vival and success. As educators, we have an obligation to teach students
how to thrive in this continually evolving industry.
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