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RE:  Record Prices
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You asked ne to- Iook.into hoh, the price of records haschanged over tirne. My-pricing rires def.air most p.i""-"iilio"=for most disrriburors-riorn tgio. . r 9"rfii"a-;-;"i;-;;;"1!Eti.,sforth changes by rnonth to each aistribuf,orrs rowest ;h;i;;i"card price, at the then-predoninant lrice p"i.nt i"r ;;;;;;i".pop product.

- fn the days of functional discounts, that nrir'latypically was a sub-distributoi 
";-;;;;i;-;ri;;; i;;;;hfrequentl-y it aLso was offered to deaters on a volumediscount or rneet cornpetition,r basis. I transitionedover to box-tot price! when they cane into ;*;;:"--

- For a tine, cassettes were charged at a higherprice than Lps, in which case l-;s;d ule Lp p.i".]"--
- I defined the predoninant manufacturerrssuggested retail list price. (',MSRLp"1 as tfre-piice foryli:l " najority of fr-ont-lirr" pop-,""ords were sold.i4.yt' was rne predomj.nant MSRLP in Winter 1970 hrhen Ibegan the analysis. While there rnay be sonedifferences of interpretation, ir".e' i.s 

-rir"n-f 
peggeasubsequent shifts in the predoninant IrIsRLp:

$s. se -- winter 1972
$6.98 -- Fa11 1974

$7.98 -- Winter 1.977
$8.98 -- Fa1l 1978

$9.99 -- sunner 1,989

A typical indicator.of a corning change in MsRLp is therelease of rnotion picture ,o,.rr6tr.ci=, Broadhray sfrows,
ll9. slpgr-:tar product at the next higher pri"l, p"intlWith this in rnind, r included $10.98 MsRLp as the lastentry for Septenber l-991.

. It is irnportant to note that the MsRLp is not theprice for which records actually are sold t" "o""rr.".a.For exanple, during the relativity torrg run of the98.98 MSRLP, custoiers .""or^"aiild thenselves to



shrinkinq variable margins by raising their actualselling price to $9.49: necoinizing-this effect,severaL cornpanies have abandoned the use of MSRLialtogether. Cm.{A does not establish a MSRLP forcompact discs.

- Distributors frequentty offer discount, dating,free goods, customer advertising, exernption fiornreturns charges, and other progiarns as a way tostinulate sales. Because oi ttieir transient niture, Idid not calculate their effect on erholes"fe pii""=,' -
even though econonically they function as an inplicitprice reduction.

- Distributors often extend de_facto price reliefto their custoners by inproving the rnix of'titlesavailable at lower piice-pointi. This an;Iy;i"-Jo".not account for that effect-

- Figure J, depicts changes in 1owest wholesale price at thepredominant MsRLp for each of the six rnajor disirii"i"ir-ir"*1970 through 1971. .The amounts are expr6ssed in norninif a"ff".=.T then took each price change for each distributoi ina-ial""t"ar:t-!or chanses in the cosr 5f livins, ""iil-6;-i.oiilii-iIi""defLators for gross narional produc€'pubri;hee d;;a;;rt [v'tir"Bureau of Econonic AnaLysis, u. s. oepartrnent of- connerie. - rneresults are depicted in Figure 2.

.- Cgrnp?ring Figure.l with Figure 2 dramatically illustratesthe relative decline in the reai cost of records 3ince 1920.This also is shown by Figure 3, which evaluates nominal MSRLPagainst its infration-adjusted' counterpart. signiii-intivl-tt.
MsRLP of a front-line pop record has diclinea rion i"-i"iilti""-adjusted high of S17.99 in the nid-1970s to S10.98 i"aiy.---

I have compact disc pricing infornation available frornJanuary 1985, which is when thet first were introduced. fiqr..""
1 ?ld 5 depict cornpact disc pri-e changes i" ;;i;;i-""a i"irdoLlars, respectively.. Aftei adjustrneit f;; i;;I;ii"",-"iip""tdisc.whol-esa1e prices have dropp6d by approx. 3Og over theprevj,ous six years.

. _ FinaIIy, Figure 6 depicts the ratio of cEMA's lowestwholesate price to the. pr-dorninant MsRLp "i""e lgiol-"i-iypicarstandard for retai-l pricing is to rnurtipry the actual c".i-pric"for which the merchandise is purchased Ly t.+2, and then roirnd upto the nearest 9.49 or $.gg. -Even withoirt taking i"i"-""""""tthe effect of discounts, CEMATS ratio never has 6xceeded .58.Thus, our customers have_ had ample variable nargin over tfre-previous two decades lrith lrhich to conduct their activities andoperations.



. I,vrelcome your conments or further questi.ons. My data baseis available for inspection, =ir""ia 
-V"" 

wish to exami.neparticular price changes.

CC:  B■ eimeister
McFadden
」acksOn
Reese ルゝ
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Analog Configurations
l,owest Wholesale Price @ Predominant price point
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Analog Configurations
l,owest Wholesale Price @ Predominant Price Point
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1'REAL:' RECORD PRICES ARE AT AN ALL― TIME LOW

by Russ Bach

Pres■dent, CEMA Distribution

Therers been a Lot of discussion lately about cassette and

CD prices being rrtoo higth'r and how this has resulted in a faII-
off of consumer demand, particuLarl-y in a tough econonic climate.

Much of this is part of the usual- give-and-take betneen custoners

and suppliers, with a healthy dose of encouragement from the

nedia. The true fact of the matter, however, is that record

prices nosr are a better vaLue than theytve ever been.

we discovered this after we looked into how the price of

records has changed over tine, both for customers and consumers.

We conpiled a data base setting forth changes by nonth to each

najor distributorrs lowest vrholesale card price, at the then-

predominant price point for front-line pop product. we then

exarnined the relationship between v/holesale prices to custoners

and retail prices to consurners.

A. Wholesale Prices

Figure 1 depicts changes in l-owest wholesaLe price at the

predominant manufacturer I s suggested retail list price (rrMSRLPr')

for each of the six najor distribution cornpanies from 1970

through 1991. The amounts are expressed in nominal dollars.



We then took each price change for each distributor and

adjusted it for changes in the cost of living, using the inplicit
price deflators for gross nati.onal product published quarterly by

the Bureau of Econonic Analysis, U. S. Department of Conmerce.

The results are depicted in nigure 2.

Cornparing Figure 1 with Figure 2 dramatically il-lustrates
the relative decline in the real cost of records since 1970. The

average inf tation-adjusted price to customers in nid-1973 was

approximately 99.00. By late 1991, it had declined to 96.40 -- a

drop of nearly 3o8.

FigTures 1 and 2 pertain onty to analog carriers -- Lps and

cassettes. compact disc pricing information is available only

since 1985, which is when they were introduced. Figures 3 and 4

depict compact disc price changes in norninal and real dollars,
respectively. After adjustment for inflation, cornpact disc

lrholesale prices have dropped by approxirnately 308 over the

previous six years.

B. Retail Prices

Figure 5 evaluates norninal I,ISRLP against its inflation-

adjusted counterpart. Significantly, the MSRLP of a front-Iine
pop record has decl.jned froro an inf lation-adjusted high of $17.98

in the rnid-1970s Xo $70.98 today -- a drop of nearly 408. Fehr

other consumer products can nake this clairn.

The ratio of Itholesale price to MSRLP over this same tine



period has fluctuated betvteen 438 to 58? (even $rithout taking

into account the effect of discounts). Thus, custoners also have

had anple variable nargin over the previous t!'to decades with

erhich to conduct their activities and operations.

Recorded music products today offer not only a greater

diversity of repertoire, but also qreatly inproved audio

fidelity. whatrs been overLooked in this analysis is that they

aLso now are better value than theyrve ever been.



NOTES TO FIGURES

1. In the days of functional discounts, the l-owest

rrrtrolesale card price typically was a sub-distributor or rrrackrl

price, though frequently it also Itas offered to dealers on a

volune discount or rrmeet cornpetitionrr basis. our analysis

transitions over to box-fot prices lthen they cane into effect'

2. For a time, cassettes Idere charged at a higher price

than Lps, in which case we used the LP price.

3. We def ined the predorninant I'ISRLP as the price for qthich

a rnajority of front-Iine pop records were sol-d. $4.98 was the

predorninant MSRLP in Winter 1970 lthen we began the analysis'

$lhile there nay be sorne differences of interpretation, here i-s

when we peqged subsequent shifts in the predominant MSRLP:

S5。 98 -― Winter ■972

S6.98 -―  Fa■ 1 ■974

57.98 -―  Winter ■977

S8.98 -―  Fa■■ ■978

,9。 98 -―  Summer ■989

A typical indicator of a corning change in I{SRLP is the release of

notion picture soundtracks, Broadway shows' and super-star

product at the next higher price point. with this in mind, we

incl-uded 910.98 MSRLP as the Iast entry for september 1991.

Itrs inportant to note that the USRLP is not the price for



which records actualJ-y are sold to consumers. For example '
during the ref ativel-y long run of the $8.98 l,tsRLP ' customers

accommodated themselves to shrinking variable margins by raising

their actual selling price to $9.49. Recognizing this effect,

several distribution conpanies have abandoned the use of MSRLP

altogether.

4. Distributors frequently offer discount, dating, free

goods, custoner advertising, exemption fron returns charges, and

other prograns as a way to stinulate sales. Because of their

transient nature, we did not calcuLate their effect on wholesale

prices, even though econonically they function as an implicit

price discount.

5. Distributors often extend de facto price relief to their

customers by inproving the rnix of titl-es availabte at lower price

points. This analysis does not account for that effect.
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Analog Configurations
Lnwest Wholesale Price @ Predominant price point
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