Marketing 5333:  June 13, 2002

Homework 3:  Recorded Music, Due June 17

The two sections below (5 & 6) have two parts (A & B).  Confine your answer to two double-spaced pages (1” margins) for each section, so that A & B ‘compete’ for space.

Section 5:  Recorded Music in the Digital Age intertype competition (2 pages)

A.
Visit the online retailer CDNOW (http://www.cdnow.com/).   Compare the service output levels provided by this relatively new retail mode the experience in a typical record store.  What characteristics are superior with regard to CDNOW that a record store may never be able meet?  (CDNOW is now controlled by Bertelsmann, but 10K filings appear on EDGAR..) 

B.
If someone were to write a sequel to “Structural Changes in the Record Industry…,” what would be some of the key technological changes in the sale of recorded music that have resulted in changes in retail structure?  Identify these changes and the intermediaries that might be most affected.
Section 6:  Power, Conflict and Recorded Music (2 pages)

A.
Contrast the two statements on MAP (minimum advertised price) in the 5/11/2000 article: (1) “Introduced at a time when price wars between discount music retailers were hurting record companies’ profitability…” and  (2) “But the record labels also look the other way if retailers undercut the prices at times when albums aren’t being advertised, as long as the retailers don’t make a big deal of the low price.”  Which of these two statements is easier to believe?  What is the real benefit of MAP to the record industry?  

B.
Answer this in three paragraphs.  (1) Given your understanding of the recorded music industry, who appears to have the power to implement the changes necessary to “turn it around”?  (2) How could increased concentration in record stores be beneficial to all record retailers?  (3) Consumer’s may describe MusicNet as inferior to Napster, but do you think these companies accidentally created something so inadequate?  Why or why not?







