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Abstract

Why do creators sometimes act as firms, integrating multiple stages of production,
while in other settings they rely on markets or hierarchical employment? We develop
an analytical framework in which creators choose how to organize the realization of
their work, balancing coordination costs against the ability to appropriate returns when
contracts are incomplete. We apply the framework to Western classical music, where
some composers worked under patrons, others contracted with publishers and perform-
ers, and still others organized and financed the realization of their works themselves.
Because composition and realization are technologically distinct yet jointly necessary
for value creation, composers faced a transparent version of the make-or-buy problem
central to theories of the firm. The framework explains the evolution of musical organi-
zation from Bach and Haydn, whose salaried posts under patronage made integration
unnecessary, to Mozart and Beethoven, who organized performances and dissemina-
tion when copyright was weak, to Brahms and Tchaikovsky, who relied on specialized
publishers and orchestras once professional intermediation matured. Similar trade-offs
continue to shape how creators interact with intermediaries in contemporary music
markets.
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1 Introduction

When Ludwig van Beethoven organized his monumental “Akademie” concert in Vienna in

1808—renting the Theater an der Wien, hiring musicians, and premiering his Fifth and Sixth

Symphonies—he acted as his own impresario, producer, and performer, internalizing the

creative and commercial stages of musical realization.1 Nearly seventy years later, Johannes

Brahms’s First Symphony was introduced to the public through an established orchestra and

distributed by a professional publisher.2 Both men were leading symphonists of their eras, yet

the way their music reached audiences reflected fundamentally different ways of organizing

creative production. Beethoven vertically integrated performance and dissemination while

Brahms relied on a mature ecosystem of cultural intermediaries to distribute and perform his

music. What accounts for this transformation in how composers organized the realization of

their music?

This puzzle extends well beyond music. Across the arts and creative industries, we ob-

serve striking variation in how creators organize the realization and dissemination of their

work. Authors such as Samuel Richardson and Mark Twain internalized publishing and

distribution through their own firms, whereas contemporaries like Henry Fielding, Henry

James, and William Dean Howells relied on established publishing houses. Early filmmakers

including Charlie Chaplin founded their own studios to control production and distribu-

tion, while figures such as Harold Lloyd and Ernst Lubitsch relied on specialized studios

to coordinate those activities. In the digital era, visual artists and musicians may internal-

ize production and distribution through direct-to-consumer platforms, or instead delegate

these functions to intermediaries who manage promotion, dissemination, and commercial-
1The program also included Beethoven’s performance of the Piano Concerto No. 4 in G major, excerpts

from the Mass in C major, the concert aria “Ah! perfido”, an improvisation, and the premiere of the Choral
Fantasy. The four-hour event, held in an unheated hall with little rehearsal, stands as the most ambitious
concert of Beethoven’s career and illustrates his determination to control every stage of production and
presentation (Cooper, 2008, p. 194).

2Brahms’ Symphony No. 1 in C minor, Op. 68 was premiered on November 4, 1876 in Karlsruhe by the
Grossherzogliche Hofkapapelle Karlsruhe (Grand Ducal Court Orchestra of Karlsruhe) under the direction
of Felix Otto Dessoff (Avins and Eisinger, 1997, p. 498). The work was published in 1877 by Fritz Simrock,
Brahms’s longtime publisher.
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ization. These contrasts raise a general economic question: when do creators operate as

firms—internalizing complementary stages of realization—and when do they instead rely on

markets or intermediaries to perform them?3

We develop an analytical framework in which creators choose among alternative gover-

nance modes for realizing their work, balancing the benefits of value appropriation against

the costs of coordination. Self-integration permits creators to retain a greater share of the

value they generate but requires bearing higher organizational costs, whereas reliance on

market contracting or hierarchical employment lowers those costs at the expense of residual

control. The optimal arrangement depends on the strength of property rights, the costs of

internal organization, and the returns available under hierarchical employment relationships.

Conceptually, our approach builds on transaction-cost and incomplete-contract theories of

the firm (Coase, 1937; Klein et al., 1978; Williamson, 1985; Grossman and Hart, 1986; Hart

and Moore, 1990), adapting their core insights to settings in which production is organized

around individual creators rather than corporate firms. In doing so, the paper contributes

to the theory of cultural economics by formalizing how creators organize the production and

realization of cultural goods when creation and realization are technologically distinct but

contractually incomplete. Our contribution is not to document new historical facts, but to

provide a unified framework for organizational choice that explains why different governance

modes coexist and change over time in response to shifts in property rights, technology,

and coordination costs. Although developed in a historical context, the framework therefore

applies equally to contemporary creative industries, where creators face analogous choices

over integration and intermediation. Following the transaction-cost literature, we use the

term governance modes to refer to alternative organizational arrangements—market con-

tracting, hierarchical employment, and internalization—through which creative production

and realization are organized.

We apply this model to Western classical music, examining how the organization of musi-
3In this paper, the term firm refers to an organizational form that internalizes transactions and allocates

control, rather than a legal entity.
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cal production responded as the legal and technological environment evolved.4 Under court

and church patronage, composers operated within hierarchical employment relationships:

property rights in their works were weak, and the fixed costs of independent realization

made self-integration largely infeasible. As patronage waned and concert markets expanded,

composers such as Mozart and Beethoven increasingly internalized performance, organizing

and financing concerts themselves to capture returns that expanding markets offered but

weak copyright failed to secure. With the spread of enforceable copyright in the nineteenth

century and the rise of professional publishers and orchestras, composers such as Brahms

and Tchaikovsky increasingly delegated realization to intermediaries, relying on market con-

tracting to manage distribution and performance. Subsequent technological change altered

these trade-offs in different directions. Mechanical reproduction increased scale economies

and capital requirements, reinforcing intermediation through publishers, recording compa-

nies, and broadcasters, whereas recent digital technologies have sharply reduced the costs

of recording, distribution, and promotion, enabling some creators to re-internalize functions

previously performed by intermediaries.

Classical music offers a uniquely transparent setting for studying how creative work is

organized and governed. In most industries, the boundary between creation and realization is

embedded within large organizations and obscured by capital intensity, labor specialization,

and scale economies that jointly influence governance, making it difficult to isolate the margin

between internal organization and market coordination. By contrast, in classical music the

distinction between creation and realization is inherent in the production process and plainly

observable. Writing a score and performing or publishing it are technologically separable but

economically interdependent: a composition has no economic value unless it is realized, and
4In this study, the expression classical music is used to describe the long-standing Western art-music

tradition, which spans from the Middle Ages to the present. A defining structural feature of this tradition is
the division of creative labor: composers set down musical ideas in written form, and performers interpret and
realize those ideas in sound, even though individual composers sometimes assumed multiple roles. The term
covers a wide spectrum of instrumental, vocal, and stage works intended to be performed and reinterpreted
over time. It is important not to equate this broad usage with the Classical period (ca. 1750–1820), a
narrower stylistic era noted for its emphasis on balance and clarity and associated with Haydn, Mozart, and
early Beethoven.
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realization in turn requires the prior act of creation.5 Each composer therefore confronted a

“make-or-buy” decision directly: whether to internalize the realization of a work or to rely

on external agents. Because this choice was recurrent and individually observable, music

provides an unusually clear view of how coordination costs and contractual incompleteness

jointly determine the organization of creative production.6

A second advantage of this setting is its extraordinary temporal scope. Over several

centuries, the same creative act—composing music—was embedded in markedly different or-

ganizational arrangements, from hierarchical employment under court and church patronage,

to entrepreneurial self-organization in early concert and performance markets, to delegated

realization under mature copyright. This long-run variation allows us to observe how or-

ganizational choices responded to changes in property rights and coordination technologies

while holding the underlying creative task (i.e., musical composition) constant. Advances in

music printing, mechanical recording, and digital reproduction further altered the costs and

feasibility of integration at different stages, reshaping the boundary between creators and

intermediaries over time. Together, these institutional and technological shifts provide a rich

setting for analyzing how changes in the economic environment reconfigured the organization

of creative production.

An additional strength of this setting is that composers were identifiable decision-makers

whose careers and working arrangements are unusually well documented. Biographical

sources detail how they adapted to changing property rights regimes, market opportunities,

and technologies for realizing and disseminating their work. This level of documentation

allows us to trace how creators adjusted the boundaries of their activities over time, rather

than inferring organizational form solely from observed ownership or contracting structures.

Classical music thus provides a rare opportunity to study organizational choice at the level
5Improvisation—historically significant but not the main vehicle for circulating classical works—is an

exception in which creation and realization coincide.
6Under patronage, this organizational choice was typically instantiated at the level of accepting, holding,

or leaving salaried employment rather than on a project-by-project basis. In market and freelance settings,
by contrast, composers confronted the make-or-buy decision repeatedly across individual works.
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of individuals, where integration and delegation decisions are both recurrent and historically

observable.

Our analysis connects most directly to the make-or-buy literature on firm boundaries and

organizational choice. This research examines how economic actors choose between internal

organization and market contracting when coordination, measurement, or enforcement is

imperfect (e.g., Coase, 1937; Klein et al., 1978; Williamson, 1985; Grossman and Hart, 1986;

Hart and Moore, 1990). Empirical studies show that governance structures depend on the

relative costs of internal coordination versus external transactions, with integration favored

when contracting is difficult or asset specificity is high (e.g., Monteverde and Teece, 1982;

Masten, 1984; Joskow, 1985; Klein, 1998; Baker and Hubbard, 2003; Acemoglu et al., 2004;

Lafontaine and Slade, 2007). While much of this work focuses on modern industrial settings

in which scale, capital intensity, and many-stage production chains embedded within large

organizations complicate identification, classical music isolates the make-or-buy margin in a

particularly transparent way. Composers faced a recurring decision over whether to inter-

nalize downstream activities such as performance and publication or to rely on specialized

intermediaries to perform them. By studying these choices in a setting where organizational

boundaries are observable at the level of individual decision-makers, the paper brings the

logic of the make-or-buy framework directly to bear on the organization of creative produc-

tion.

This study also relates to work in economic history that uses a transaction-cost per-

spective to explain how institutions evolve to manage coordination, enforcement, and mea-

surement problems. Greif (1989, 1993) shows how informal coalitions and reputation-based

norms facilitated trade in the absence of formal legal enforcement, while Allen’s analyses of

the British military, aristocracy, dueling, and policing (Allen, 1998, 2002, 2009; Allen and

Barzel, 2011; Allen, 2012; Allen and Reed, 2006) demonstrate how hierarchical rules and

collateral mechanisms aligned incentives and economized on monitoring costs. These studies

emphasize how institutional arrangements adapt efficiently to transaction-cost constraints.
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Our approach differs in scale but shares the same logic: rather than tracing the evolution of

institutions themselves, we examine how individual decision-makers optimized their organi-

zational choices within changing institutional and technological environments. By focusing

on micro-level organizational decisions in a historically rich setting, the paper complements

this literature and links transaction-cost reasoning to the organization of creative production.

The analysis also speaks to the literature in cultural economics that examines how eco-

nomic and institutional environments shape artistic production. Prior work has studied the

effects of copyright protection (Giorcelli and Moser, 2020), political competition (Vaubel,

2005), and financial incentives (Borowiecki et al., 2024; Borowiecki and Law, 2026) on cre-

ative activity. Earlier contributions by Scherer (2001a,b) document the historical transition

from patronage to freelance arrangements, highlighting how changes in market institutions

reshaped the organization of composers’ creative labor and working arrangements. A comple-

mentary strand applies transaction-cost and incomplete-contract theory to modern cultural

industries. Caves (2000, 2003) analyzes how creative production is governed in film and pub-

lishing; Chisholm (1993, 1997) shows how asset specificity and monitoring frictions influence

contract choice in Hollywood; and Ceulemans et al. (2011) examine incomplete contracting

within creative teams such as rock bands. Relatedly, Etro (2025) develops a theoretical model

of art history emphasizing workshop organization, apprenticeship, and incomplete contract-

ing between patrons and artists. We extend this organizational perspective historically by

focusing on the boundary between creators and intermediaries, modeling how composers

chose whether to internalize realization or delegate it as property rights, technology, and

intermediation evolved.

Our analysis also relates to work that emphasizes entrepreneurial aspects of artistic activ-

ity. Existing studies examine how artists commercialize their work and adapt organizational

strategies to evolving institutional environments (Hoffmann et al., 2021; Srakar and Vecco,

2018), as well as how creative entrepreneurs cluster geographically or pursue cross-border

opportunities (Noonan et al., 2021; Klingner et al., 2021). These contributions highlight
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important behavioral, spatial, and institutional dimensions of creative enterprise. Our focus

differs in scope and emphasis. Rather than examining who becomes an entrepreneur or how

creative enterprises operate, we analyze when creative production itself takes entrepreneurial

form—when creators internalize coordination and assume residual control over realization

that would otherwise be delegated to markets or hierarchical organizations. In this sense,

entrepreneurship is treated not as an occupational identity but as an organizational response

to transaction costs and incomplete contracting (Knight, 1921; Coase, 1937).

The remainder of the paper proceeds as follows. Section 2 develops an analytical frame-

work in which a composer chooses among alternative governance modes—internalizing real-

ization, relying on market intermediaries, or operating within hierarchical employment—to

maximize expected returns, and derives comparative-static implications linking these choices

to the strength of property rights, the technological and organizational costs of coordination,

and the returns available under patronage. Section 3 maps the framework’s parameters to

historically relevant variables and outlines the corresponding testable implications. Section

4 applies these mappings to the evolution of musical organization from the seventeenth to

the twenty-first centuries, showing how changes in legal regimes, technology, and interme-

diation reshaped the boundary between composers and downstream activities. Section 5

examines exceptional composers within their respective regimes to illustrate how the same

organizational logic explains deviations from the modal pattern. Section 6 connects the

framework to contemporary creative industries, highlighting how similar trade-offs govern

relationships between creators and intermediaries in settings shaped by digital platforms and

new technologies. Section 7 concludes.

2 Analytical framework

A composer produces creative value V > 0 that requires a downstream realization stage—

performance, copying, publication, or recording—for its value to be captured. The parameter
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V represents the gross potential value generated by the work under efficient realization,

determined by demand and audience size. Capturing this value may require organizing

downstream activities directly, which entails a fixed cost k ≥ 0. The parameter k reflects the

fixed financial, managerial, and logistical costs borne by the composer when she chooses to

organize the downstream stage herself. These costs capture the effort required to coordinate

realization under self-organization and are incurred only when the composer internalizes

realization.

For clarity, we treat V as exogenous, focusing on how value is organized and appropriated

once created. In Appendix A we show that the model’s predictions remain robust when V

is endogenized.

A composer can realize a work’s value through one of three governance modes: employ-

ment under patronage, market contracting, or self-organization.

(i) Employment under patronage (E). Under court or church patronage, the employer

internalizes all production stages and pays the composer a salary s. The payoff is

ΠE = s.

In this governance mode, the employer bears all coordination costs and retains resid-

ual control over value, providing the composer income security but little control over

realization or claim to residual returns.

(ii) Market contracting (M). Operating independently, the composer licenses or sells

works to others who perform or publish them, capturing only a fraction ϕM(θ, γ) ∈ [0, 1]

of the total value V because contracts are incomplete. The appropriation share ϕM rises

with the strength of property rights (θ) and falls with the degree of complementarity

between creation and realization (γ).

When γ is high, effective realization requires close oversight—accurate interpretation,

editing, or supervision of dissemination—making delegation costly and difficult to spec-
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ify contractually; when low, realization can be more easily delegated. Improvements in

the availability or capability of specialized intermediaries, such as skilled performers or

publishers, effectively lower γ, reducing the relative advantage of direct involvement.

The payoff under market contracting is

ΠM = ϕM(θ, γ)V.

(iii) Self-organization (I). Under self-organization, the composer internalizes downstream

realization, capturing full value V while incurring coordination costs k. The payoff is

ΠI = V − k.

The parameter k reflects the costs of organizing and managing the downstream stage,

including expenditures on coordination, supervision, and necessary inputs. Its magni-

tude depends on the scale of the project, the available technology for coordination and

dissemination, and access to complementary resources such as capital or labor. Improve-

ments along these dimensions effectively reduce k, making integration more attractive.

The composer chooses the governance mode j ∈ {E, M, I} that maximizes expected

payoff:

Πj = max{s, ϕM(θ, γ)V, V − k}. (1)

2.1 Comparative statics

Within the independent sector (outside patronage), self-organization is preferred to contract-

ing when

(1 − ϕM(θ, γ))V ≥ k. (2)

Integration is therefore more likely when property rights are weak (θ low), task complemen-

tarity is high (γ high), potential value is large (V ↑), or coordination costs are low (k ↓).
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Patronage dominates when

s ≥ max{ϕM(θ, γ)V, V − k}. (3)

When salaries are sufficiently high, realization is internalized by the employer and the com-

poser does not face a private organizational choice.

Each parameter has a historical analogue: stronger copyright or enforcement raises θ;

technological improvements that reduce the fixed cost of self-realization lower k; expanding

audiences raise V ; declining court or church employment lowers s; and the rise of specialized

intermediaries lowers γ.

Figure 1 provides a graphical illustration of the governance regions implied by the model,

assuming V = 1 and s = 0.4.7 The diagram plots the preferred organizational mode as a

function of two key parameters: the appropriation share under market contracting, ϕ ∈ [0, 1],

and the fixed cost of self-integration, k ∈ [0, 1]. Under these assumptions, employment dom-

inates when s ≥ max{ϕ, 1−k}, yielding the horizontal cutoff k = 0.6. Market contracting is

preferred to integration when ϕ ≥ 1−k, producing the downward sloping line k = 1−ϕ. Since

s = 0.4, employment is also preferred whenever ϕ < 0.4, generating the vertical boundary

at ϕ = 0.4.

These thresholds partition the (ϕ, k)-space into three regions—employment, market con-

tracting, and self-integration—each corresponding to the governance mode that maximizes

the composer’s payoff.

2.2 Predictions

The model delivers a set of predictions that follow directly from the comparative statics.

When s exceeds both the market and self-organization payoffs, composers choose employ-

ment under patronage. When property rights are weak and (1 − ϕM)V ≥ k, they instead
7The parameterization is purely illustrative. The values have no empirical meaning and are chosen only

to display the governance regions clearly. Alternative parameter values yield the same qualitative patterns.
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Figure 1: Governance Regions in (ϕ, k) Space
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internalize downstream stages and self-organize. Stronger property rights or a lower degree

of complementarity make delegation to the market more efficient and increase the likelihood

of contracting. Falling fixed costs k raise incentives for self-organization even when prop-

erty rights are only moderate. Finally, as the potential value V rises, the scope for leakage

increases, expanding the region in which self-organization is profitable.

These predictions can be interpreted with reference to the baseline governance regions in

Figure 1, which offer a convenient framework for thinking about how changes in the model’s

parameters affect organizational choice. Holding the integration-market boundary fixed, a

decline in coordination costs k makes self-organization more likely by moving composers into

the integration region. An increase in the strength of property rights θ raises the appropri-

ation share under market contracting, ϕM(θ, γ), thereby reducing the range of parameter

values for which self-integration is optimal. In the (ϕ, k) representation of Figure 1, the

market-integration boundary k = 1 − ϕ is fixed. Stronger property rights therefore do not

shift this boundary directly; instead, they move a composer’s position rightward along the

horizontal axis as ϕM(θ, γ) increases. As a result, for a given level of coordination costs

k, market contracting becomes preferred to integration. Equivalently, in the underlying

(θ, k) space, stronger property rights lower the integration threshold by increasing ϕM(θ, γ),

shrinking the region in which integration is chosen.

The framework is deliberately stylized and abstracts from personal and artistic factors

to isolate the economic forces—property rights, technology, and coordination costs—that

shaped composers’ organizational choices. Although developed for a historical setting, the

same logic applies to contemporary creative production, where changes in technology and in-

termediation continue to influence whether creators internalize realization or rely on markets

and hierarchical organizations
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3 Testable implications

The comparative statics yield testable implications linking observable features of composers’

careers to the underlying economic parameters of the model. Each parameter corresponds to

a historically salient aspect of the musical economy: s reflects remuneration under patronage;

θ captures the strength of copyright and contract enforcement; k represents the fixed costs of

coordinating performances, copying, or publication; V denotes the potential scale of returns

as markets expanded; and γ captures the degree of complementarity between composition

and realization. Variation in these parameters across time and across composers determines

which governance mode—hierarchical employment, market contracting, or self-integration—

organizes creative production.

H1 Patronage era. When salaries are high and property rights are weak (s ↑, θ ↓),

composers are predicted to operate within hierarchical patronage arrangements, with

limited scope for integrating performance or publication.

H2 Early markets. As patronage declines while property rights remain weak (s ↓, θ ↓),

composers are expected to internalize downstream activities such as publications and

performances in order to appropriate returns that would otherwise be lost to piracy or

imperfect contracting.

H3 Mature copyright. When property rights strengthen (θ ↑), the share of value at-

tainable through market contracting rises, reducing the incentive for integration and

increasing reliance on specialized publishers and performers.

H4 Recording era. Early recording and broadcast technologies raise the fixed costs of

organizing realization (k ↑), strengthening the role of intermediaries and reducing in-

centives for integration.

H5 Digital era. When digital technologies sharply reduce the fixed costs of coordination

and dissemination (k ↓), self-organization is predicted to reemerge selectively among
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high-value creators.

H6 Quality complementarity. When the realized value of a work depends heavily on the

composer’s own performance or supervision (high γ), integration is expected to persist

across institutional regimes; virtuoso-composers, for example, continue to perform their

own works even when markets are well developed.

These hypotheses link observable historical variation in composers’ organizational ar-

rangements to changes in remuneration, property rights, technology, and market size. Ta-

ble 1 summarizes how these factors combine to predict governance modes across historical

regimes.

Table 1: Historical Regimes and Predicted Governance Mode

Period / Regime Economic and technological
context

Model parame-
ters

Predicted governance
mode

Early modern patron-
age (17th–18th c.)

Courts, churches, and civic
employers dominate; property
rights weak; private organization
costly

s high, θ low, k high Employment E: salaried
employment; minimal self-
organization

Emerging markets,
weak rights (late 18th–
early 19th c.)

Patronage wanes; public con-
certs and publishing expand;
piracy common; markets imper-
fect

s low, θ low, k mod-
erate, V rising

Self-organization I:
composer-managed per-
formances and publica-
tions

Mature copyright and
professionalization
(mid–late 19th c.)

Copyright strengthens; publish-
ers, orchestras, and concert or-
ganizations specialize in dissemi-
nation

θ ↑, k moderate,
s ≈ 0

Market contracting M :
delegation to professional
intermediaries

Recording and broad-
cast era (20th c.)

New reproduction rights (me-
chanical, performance); large-
scale coordination; rising global
audiences

θ ↑, k ↑, V ↑ Predominantly M ; selec-
tive I through artist-led
touring or production con-
trol

Digital era (21st c.) Platforms and digital tools dras-
tically lower coordination costs;
global distribution; variable
rights enforcement

k ↓, θ mixed, V
highly unequal

Resurgence of I among
top creators; coexistence
of E, M , and I modes
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4 The historical evolution of musical organization

The comparative statics of the model highlight how variation in property rights, coordination

costs, and potential returns shape the organization of musical production. Each regime in

Table 1 corresponds to a distinct configuration of these parameters—salaries (s), property

rights protection (θ), coordination costs (k), and market potential (V )—while the degree

of complementarity (γ) influences whether delegation or direct control was desirable. In

the terminology of Williamson (1985), these institutional and technological conditions oper-

ate as shift parameters that alter the relative efficiency of alternative organizational forms.

Although stylized, the framework provides a way to interpret how these economic forces

operated historically. The subsections that follow interpret these configurations in historical

context, showing how changes in legal, technological, and market conditions redefined the re-

lationships between composers, performers, and intermediaries from the seventeenth century

onward. Appendix B provides illustrative evidence, drawn from biographical sources, show-

ing long-run trends in composers’ governance modes that are consistent with the historical

narrative developed in this section.

4.1 Early modern patronage

In the Baroque and Classical eras, the production and dissemination of music was domi-

nated by courts, churches, and civic institutions (Spitzer and Zaslaw, 2004; Weber, 2004).

Composers worked as salaried employees in these hierarchical organizations, supplying music

for liturgy, ceremony, and entertainment. Markets for music intended for public sale or per-

formance outside patronage were limited: travel was costly, public concerts were rare, and

music printing remained technically demanding and financially risky. Although commercial

publishing houses began to appear in the early eighteenth century—Estienne Roger in Ams-

terdam (active from the 1690s), John Walsh in London (active 1700–1736), and Breitkopf in

Leipzig (founded 1719, later Breitkopf & Härtel)—their reach remained narrow.8 Unautho-
8See Rasch (2005) for details on the early music publishing industry.
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rized reprints were common, and composers seldom received substantial royalties. For most

composers, patronage thus provided the only reliable means of securing both remuneration

and realization.

Composers like Johann Sebastian Bach (1685–1750) spent nearly his entire career in

salaried posts that defined both his creative output and the resources available for its realiza-

tion. He served as court organist and concertmaster in Weimar (1708–1717), as Kapellmeis-

ter in Köthen (1717–1723), and later as Cantor of the Thomasschule in Leipzig (1723–1750),

where he supplied music for the city’s principal churches and civic ceremonies (Wolff, 2000).

In each case, his employers owned or managed the ensembles that performed his works,

provided funds for copying, and determined the occasions for composition. Antonio Vivaldi

(1678–1741), attached to the Ospedale della Pietà in Venice, likewise composed for a resident

ensemble of trained musicians supported by charitable endowments and public benefactors

(Talbot, 1978). Joseph Haydn (1732–1809), who spent much of his career in the service of

the Esterházy court, worked under a similar arrangement in which his employer financed

copying, rehearsals, and performances, and exercised control over when and where his works

were presented.9

In terms of the framework, high and secure salaries (s ↑), weak or non-existent property

rights (θ ↓), and high fixed costs of independent production (k ↑) made salaried employment

the dominant organizational mode. Courts and churches absorbed the costs and risks of

coordination, while composers exchanged autonomy for a stable income. The system per-

sisted well into the late eighteenth century, gradually eroding only as new urban audiences,

expanding markets, and declining patronage altered these parameters. Patronage thus rep-

resents the hierarchical pole of creative organization, in which realization was internalized

by employers and compositional autonomy was exercised within organizational constraints.
9Later in his career, however, Haydn secured unusual contractual privileges. By the 1770s, Prince Nikolaus

Esterházy permitted him to publish works independently and retain the proceeds, reflecting his international
reputation and the court’s recognition of his artistic stature. See Landon (1978).
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4.2 Emerging markets under weak property rights

By the late eighteenth century, the organization of creative labor was being transformed.

Urbanization, rising middle class wealth, and the growth of public concert life created new

audiences beyond the court and church. Cities such as Vienna, London, Paris, and Leipzig

supported concert societies, subscription series, and opera houses that demanded a steady

supply of new music (Weber, 2008). With the waning of aristocratic and ecclesiastical pa-

tronage, the availability and value of salaried posts fell (s ↓) and composers increasingly

earned their living directly from the public through ticket sales, teaching, publication, and

private commissions. The potential value of musical output (V ↑) rose sharply as markets

expanded, but property rights institutions remained weak, with early copyright laws such as

the English Statute of Anne (1710) offering only partial protection. The Bach v. Longman

decision of 1777, in which Johann Christian Bach (1735–1782)—youngest son of Johann

Sebastian Bach—successfully claimed that musical compositions fell under the statute’s def-

inition of “writings,” established copyright in printed music but left performance rights and

international enforcement largely unprotected. Piracy remained pervasive across borders,

limiting composers’ ability to capture the returns to their work.10

Technological and organizational advances modestly reduced the cost of self-organization

and independent coordination (k). Improved transportation and postal services allowed com-

posers to coordinate performances and disseminate scores more widely; professional copyists

and engravers could be hired for specific projects; and a growing network of commercial

publishers and impresarios offered partial intermediation. However, the transaction costs

of market delegation remained substantial. Although the fixed costs of self-organization

declined modestly, composers who wanted to control dissemination or secure higher rev-

enues often had to internalize key stages of production themselves, effectively assuming the

responsibility for coordination and dissemination.

Wolfgang Amadeus Mozart (1756–1791) was among the first to exploit these emerging
10See Scherer (2004) and Seville (2006) for more details on early copyright.
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opportunities. After leaving the employment of the Archbishop of Salzburg in 1781, he

organized subscription concerts in Vienna, hiring musicians to perform his works, and pro-

moting the events directly to paying audiences (Solomon, 1995; Scherer, 2004). Ludwig van

Beethoven (1770–1827) expanded this model two decades later, negotiating publication fees

across multiple jurisdictions, supervising premieres of his works, and carefully managing

manuscript circulation to control the timing of performances and publications (Lockwood,

2003). Both illustrate how weak property rights and growing market potential encouraged

self-integration despite relatively high coordination costs (k).

By the 1820s and 1830s, a younger generation of composers including Felix Mendelssohn

(1809–1847), Frédéric Chopin (1810–1849), and Robert Schumann (1810–1856), operated

in a more structured but still imperfect market system. Professional publishers such as

Breitkopf & Härtel, Peters, and Schlesinger offered predictable but modest lump-sum pay-

ments for publication, providing stable though limited remuneration. Mendelssohn’s close

relationship with publishers, combined with his position as conductor of the Gewandhaus

Orchestra in Leipzig, allowed him to secure reliable dissemination and performance oppor-

tunities without full integration (Todd, 2003). Chopin, meanwhile, negotiated simultaneous

publication contracts in Paris, London, and Leipzig to reduce leakage Samson (1996); and

Schumann, who also edited the Neue Zeitschrift für Musik (“New Journal for Music”), com-

bined composition with critical and editorial work that expanded his artistic influence and

helped cultivate demand for his own and his contemporaries’ music (Daverio, 1997). Their

strategies emerged in response to incremental improvements in copyright protection and to

reductions in the coordination frictions associated with delegation, brought about by the rise

of specialized intermediaries such as professional publishers and orchestras (Scherer, 2004;

Seville, 2006).

These arrangements correspond to the second regime of the model. As patronage de-

clined, composers faced stronger incentives to appropriate returns directly. Strategies of

self-integration emerged as mechanisms to capture rents that imperfect copyright protec-
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tions and incomplete contractual arrangements failed to secure. While these strategies en-

tailed financial risk, they offered greater autonomy and creative independence. This tran-

sitional period represents an intermediate organizational arrangement—neither hierarchical

employment nor fully arm’s length market contracting—but one characterized by selective

integration in response to weak rights, expanding markets, and declining coordination costs.

4.3 Mature copyright and professional dissemination

By the middle of the nineteenth century, the organization of creative labor had reached

a new equilibrium. Hierarchical employment under patronage had largely vanished, but

composers no longer needed to internalize downstream activities as Mozart or Beethoven once

had. Instead, they operated within a mature market supported by enforceable copyright,

a sophisticated publishing industry, and professionalized performing organizations. These

institutional and technological advances redefined how musical production was organized and

compensated: composers wrote music, publishers printed and distributed it, and professional

performers brought it to audiences.

Two developments underpinned this shift. The first was the consolidation and interna-

tional extension of copyright protection. National statutes such as Prussia’s Copyright Act

of 1837 and Austria’s of 1846 were gradually supplemented by international agreements, cul-

minating in the Berne Convention of 1886, which established reciprocal reproduction rights

that endured into the twentieth century (Laing, 2004; Seville, 2006). These legal frameworks

raised the effective value of θ and, with it, the share of returns composers could capture

through contracts rather than direct control. The second was the professionalization of cre-

ative intermediaries—publishers, orchestras, and concert organizations—that reduced the

complementarity between creation and realization (γ), making delegation through market

contracting increasingly feasible. Firms such as Breitkopf & Härtel, Peters, Schott, Sim-

rock, achieved scale economies in engraving, printing, and international distribution, while

later entrants such as Bote & Bock and Universal Edition (founded in 1901) extended this
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organizational model into the early twentieth century. (Rasch, 2005). Meanwhile, newly pro-

fessionalized performing organizations—including the Paris Conservatoire Orchestra (1828),

the Vienna Philharmonic (1842), the London Philharmonic Society (1813), the New York

Philharmonic (1842), and, later, the Berlin Philharmonic (1882)—provided reliable platforms

for the presentation of new works (Weber, 2008). Together, these developments reduced the

need for composers to manage production themselves and made market contracting the

dominant governance mode.

In terms of the model, higher θ and falling quality complementarity γ favored delega-

tion. As publishers and performers became more specialized, the realized quality of music

depended less on the composer’s personal involvement. For most composers in this new

environment, the high fixed costs k of running publishing or performance ventures far ex-

ceeded the benefits of control. The combination of strong property rights and professional

intermediaries thus produced an equilibrium in which composers contracted with others to

realize and distribute their work.

The careers of Johannes Brahms (1833–1891) and Pyotr Ilyich Tchaikovsky (1840–1893)

exemplify this pattern. Brahms contracted almost exclusively with Fritz Simrock, who man-

aged engraving, printing, and distribution across Europe (Schmitz, 2019). His symphonies

were premiered by established orchestras under professional conductors such as Hans von

Bülow, reflecting a world in which publishers and performing organizations efficiently han-

dled dissemination. Tchaikovsky likewise relied on his publisher Pyotr Jurgenson for both

publication and promotion and benefited from the expanding network of theaters, conserva-

tories, and state-subsidized orchestras in imperial Russia, which provided reliable venues for

performance and access to cultivated audiences (Brown, 2006). In France, Charles Gounod

(1810–1893) and Camille Saint-Saëns (1835–1921) operated under a similar regime: strong

legal protection, centralized state support for opera, and powerful publishing houses such as

Choudens and Durand made market contracting more profitable than self-organization.11

11See Albinsson (2021) on the Paris Opéra’s position as a publicly financed and regulated institution.
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Similar relationships characterized the next generation of composers, who established

long term contracts with established publishing houses that managed engraving, printing,

and international distribution. For example, Claude Debussy (1862–1918) and Maurice Ravel

(1875–1937) were represented by Durand, Edward Elgar (1857–1934) by Novello and later

Boosey & Hawkes, Jean Sibelius (1865–1957) by Breitkopf & Härtel, and Richard Strauss

(1864–1949) by Adolph Fürstner.12 These arrangements standardized royalty payments and

ensured wide dissemination without requiring the composer’s direct involvement. Each of

these composers operated in a high θ, low γ, and moderate k environment, where professional

publishers, concert organizations, performing ensembles, and legal enforcement enabled effi-

cient delegation. Royalties and other contractual payments, rather than personal control over

production, became the principal channel through which composers appropriated returns.

By the early twentieth century, this professionalized system had become deeply en-

trenched. Composers retained intellectual property but depended on publishers, orchestras,

and conductors to realize and disseminate their works. Creative production was now orga-

nized through a network of specialized intermediaries—publishers, performing organizations,

and impresarios—linked by contracts that coordinated creative, technical, and managerial

labor.

4.4 Recording, broadcasting, and the digital era

The early twentieth century brought a new technological and legal regime in the orga-

nization of musical production. Advances in recording and radio broadcasting, together

with the emergence of synchronized film music, expanded audiences far beyond the con-

cert hall, sharply increasing the potential value of musical output (V ↑). In response to

these innovations, new formal property rights frameworks—mechanical rights (governing

the reproduction of recordings) and neighboring rights (protecting performers, producers,

and broadcasters)—emerged to govern the reproduction and performance of recorded works
12For details on composer-publisher relationships during this period, see Strykowski (2018), Moore (1984),

Goss (2009), Nichols (2001) and Simeone (2001).
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(θ ↑). At the same time, the rise of professional studios and international recording firms

such as Deutsche Grammophon (founded in 1898), the Gramophone Company (1898, parent

of HMV), and the Victor Talking Machine Company (1901, later RCA Victor), followed

later by EMI (1931) and Philips Records (1950, later part of PolyGram) raised the fixed

costs of independent organization (k ↑) (Gronow and Saunio, 1999; Schmidt-Horning, 2013).

These forces favored large firms capable of coordinating the complex processes of record-

ing and dissemination, leading most composers and performers to contract with specialized

intermediaries such as record labels, broadcasting companies, and film studios.

For most classical composers, the dominant mode of creative organization remained mar-

ket contracting. They continued to write scores for publishers and to license their works

to recording and broadcasting firms that controlled the technical and commercial stages of

realization. However, a few internalized elements of performance and dissemination when

artistic quality or interpretive control were at stake—that is, when the complementarity

between composition and realization (γ) remained high. Igor Stravinsky (1882–1971) con-

ducted and recorded many of his own works, while Benjamin Britten (1913–1976) established

the English Opera Group and the Aldeburgh Festival to oversee performances of his com-

positions (Carpenter, 1992; Walsh, 1999, 2006). Both illustrate selective reintegration in

creative production: the high cost of full self-integration discouraged independent produc-

tion, but the desire to safeguard interpretive integrity supported limited integration within

a predominantly market-based system.

A distinct evolution occurred in film composition, where the same technological and

legal forces produced a different organizational equilibrium. Erich Wolfgang Korngold (1897–

1957), trained in Vienna’s late Romantic tradition and already an acclaimed opera composer,

moved to Hollywood in the mid-1930s to work under long-term studio contracts with Warner

Bros (Carroll, 1997). These arrangements provided high salaries but transferred copyright

to the studio, which internalized all stages of production, recording, and distribution. The

studio system combined high coordination costs (k) with strong system-level enforcement of
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rights, yet low effective θ for the composer because ownership and residual control rested with

the firm. Korngold’s career illustrates how film studios reconstituted the employment model

of earlier eras, absorbing creative production into a corporate hierarchy and positioning the

composer as a salaried employee rather than an independent producer.

New genres such as jazz, popular song, and later rock music developed within the same

environment of mass reproduction and broadcast that now encompassed classical composi-

tion. In these newer forms, however, performance and composition were no longer distinct

tasks: creation and realization coincided, and value depended directly on the artist’s in-

terpretive presence, implying a very high degree of complementarity (γ).13 In principle,

such high complementarity reduces the attractiveness of arm’s-length market contracting.

In practice, however, the fixed costs of recording, pressing, and distribution were extremely

high during much of the twentieth century, raising the organizational cost of self-integration

(k) and leading most artists to delegate these stages to record labels and producers with the

capital and networks required to reach national and global audiences.

Within this environment, artists occupied different positions in the underlying parameter

space. Louis Armstrong (1901–1971) and Duke Ellington (1899–1974) both built enterprises

centered on performance and touring but exercised different degrees of organizational con-

trol. Ellington owned and managed his orchestra, selected personnel, and retained rights to

many of his works, reducing his effective coordination costs and increasing his residual con-

trol. Armstrong’s control, by contrast, was primarily artistic: his ensembles and recordings

were managed by his agent and by record labels that controlled production and distribu-

tion.14 Meanwhile, Elvis Presley (1935–1977) operated under long-term contracts with RCA

that prioritized scale and promotion over autonomy, securing mass distribution at the cost
13In classical music, creative value is encoded in the written score, which functions as the principal medium

through which musical ideas are transmitted. Realization through performance remains essential, but the
score allows the work to circulate and be reproduced independently of the composer’s own participation. In
popular and jazz traditions, on the other hand, the live or recorded performance constitutes the work’s pri-
mary realization. While printed scores or transcriptions exist, they serve mainly as derivative representations
rather than as the main vehicle of creative or economic value.

14On Ellington’s organizational control, see Cohen (2010); on Armstrong’s contractual and managerial
constraints, see Teachout (2009).
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of creative control (Guralnick, 1994). Taken together, these cases illustrate how identical

technological conditions can sustain different governance structures because artists differ in

bargaining power, access to capital, and the effective values of θ and k, rather than because

the underlying organizational logic changes.

As recording technology improved and equipment costs fell, the boundaries between in-

dependent and contracted production began to shift once more. Magnetic tape, multitrack

recording, and eventually digital workstations lowered the fixed costs of self-production, al-

lowing smaller ensembles and individual artists to internalize the recording process. The Bea-

tles’ creation of Apple Records in 1968 epitomized this broader transformation: as technology

reduced coordination and capital requirements, a growing number of musicians established

their own labels or managed recording directly (Spizer, 2018). This reintegration echoed ear-

lier episodes of selective self-organization—such as those of Mozart and Beethoven—when

declining coordination costs made direct control over realization economically viable.

In the twenty-first century, digital technologies brought the long transformation of musical

production to a new stage. Streaming platforms, social media, and inexpensive home studio

software drastically reduced coordination and distribution costs (k), while legal protections

for intellectual property (θ) strengthened in statute but became increasingly uneven in prac-

tice, as enforcement, bargaining power, and platform control varied widely across creators.

The potential value of output (V ) expanded with global online audiences yet became highly

unequal across creators. High-earning artists such as Taylor Swift (1989–) have reintegrated

recording and rights management to reclaim residual control (Neeranjan, 2023); independent

musicians on platforms like Bandcamp and YouTube self-produce and distribute at low cost;

and work-for-hire composers in film, television, and gaming operate under arrangements

functionally equivalent to hierarchical employment, where firms internalize production and

retain residual rights.15 The result is a contemporary system of creative production in which
15While most film composers work under work-for-hire contracts equivalent to hierarchical employment,

a few—such as John Williams—retain partial rights or revenue shares from soundtrack sales and concert
performances, corresponding more closely to market contracting.
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hierarchical employment, market contracting, and self-integration coexist, shaped by the

same comparative statics that governed organizational choice in earlier periods.

5 Exceptional composers within historical regimes

While the preceding discussion outlines the dominant organizational forms in each era, some

composers occupied atypical positions within those environments that effectively shifted the

parameters they faced—raising or lowering the costs of integration (k), altering the scale

of potential returns (V ), or changing the degree of complementarity between creation and

realization (γ). In the framework developed by Williamson (1985), such variation arises from

transaction-level attributes—such as personal circumstances, reputational capital, or access

to resources—rather than from differences in the institutional or technological environment

itself. These cases illustrate that the same comparative statics governing historical change

in creative organization also explain cross-sectional variation in how individual composers

structured the realization of their work.

The career of George Frideric Handel (1685–1759) illustrates how exceptionally high

potential returns and elevated quality complementarity could induce early integration even

within a patronage-dominated era. Operating in eighteenth-century London—a large and

commercially vibrant market—Handel founded and managed his own opera company, hiring

singers, renting theaters, and bearing entrepreneurial risk (Burrows, 1996). His specialized

knowledge of Italian opera, gained during earlier years in Italy, made delegation costly, as

few in London could stage such works at comparable artistic quality without his direct

oversight. At the time, opera was produced in an institutional environment without effective

copyright protection, leaving little legal barrier to imitation. Effective imitation, however,

was constrained by capability-based barriers rooted in Handel’s human capital, reputation,

and organizational expertise. In this setting, self-integration served as a mechanism for

coordinating production and capturing returns that could not be secured through market
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contracting alone.

Franz Liszt (1811–1886) stands out as an exception to the mid-nineteenth-century trend

toward specialization and delegation. While most composers increasingly relied on publishers

and performers to realize their works, Liszt’s career vividly illustrates high complementar-

ity between creation and realization (Walker, 1983; Gooley, 2004). As a virtuoso pianist,

his compositions were inseparable from his own performance, which transformed written

scores into electrifying public spectacles. The wave of Lisztomania that swept Europe in

the 1840s—a term coined by Heinrich Heine to describe the near-hysterical devotion of his

audiences—epitomized how interpretive charisma could amplify the market potential from

live performance. Improvements in transportation and concert infrastructure reduced the

fixed costs of touring, allowing Liszt to organize extensive European tours and retain control

over their revenues. Integration persisted because the realized value of his music depended

directly on his presence at the keyboard. When it came to publication, Liszt delegated

production to established firms but retained close editorial oversight, ensuring that printed

editions reflected his artistic intentions and preserved the value of his reputation, a hybrid

organizational form combining market contracting with selective integration.

Richard Wagner (1813–1883) combined artistic ambition with organizational innovation.

Although he benefited from royal patronage—most notably from Ludwig II of Bavaria—

he sought complete control over the performance of his music dramas by establishing the

Bayreuth Festival (Spotts, 1994). Wagner’s conception of the Gesamtkunstwerk (“total art-

work”) demanded unified control over music, libretto, staging, and visual design, creating

an unusually high degree of complementarity between these elements. Delegation risked

compromising the integrity of the whole, making external coordination both costly and ar-

tistically unacceptable. The Bayreuth enterprise entailed substantial fixed costs, but Wagner

mitigated them through royal and public financing while retaining centralized artistic and

managerial control. Bayreuth thus represents a distinctive experiment in self-integration,

where artistic vision and centralized control over realization were unified within a single
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creative enterprise.

Louise Farrenc (1804–1874) provides a striking nineteenth century example of selective

integration under asymmetric constraints. As a woman composer in Paris, she operated in a

setting where gender norms and publisher discrimination limited access to formal contracts

and reduced the effective strength of her property rights. However, her husband’s ownership

of Éditions Farrenc likely lowered her personal cost of internal coordination, allowing her

to publish and disseminate her music directly despite prevailing barriers (Friedland, 1974).

Family ownership of complementary assets thus offset structural disadvantages, enabling

selective integration under conditions of unequal access, an early example of how social

constraints shaped organizational choice.

Philip Glass (1937–) furnishes a late twentieth century example of self-integration within

classical composition. Operating in a mature copyright environment but one increasingly

dominated by large intermediaries, he founded Dunvagen Music Publishers and later Orange

Mountain Music to retain ownership and control of his works (Potter, 2000). Through the

Philip Glass Ensemble, he internalized the realization of his compositions, coordinating di-

rectly with a small group of musicians whose performance practice was integral to his musical

language. High complementarity between composition and realization, together with lim-

ited intermediation options for his work, made self-integration attractive even before major

reductions in coordination costs. Over time, falling technological and distribution barriers—

portable recording equipment, independent labels, and eventually digital licensing—reduced

the fixed costs of coordination sufficiently to make such vertical integration viable. With a

stable international audience and multiple income streams from concert, opera, and film, the

potential scale of returns was high enough to justify self-integration. For Glass, high com-

plementarity between composition and realization, combined with falling coordination costs

and large potential returns, made direct control both artistically necessary and economically

viable.

Beyond classical music, Zappa (1940–1993) faced a different problem: although formal
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copyright protection for musical works existed, his conflicts centered on ownership and con-

trol of recorded material. His compositions, which combined rock idioms, orchestral writing,

and satirical commentary on politics and culture, frequently defied commercial norms, lead-

ing major labels to block or delay releases. Disputes with MGM and later Warner Bros. over

the delivery and release of albums such as Läther left him unable to issue new recordings,

illustrating how contractual power over masters could undermine artistic control and weaken

the composer’s effective property rights. Confronting these constraints, Zappa internalized

production and distribution by establishing his own recording and publishing companies—

Bizarre, Straight, and later Barking Pumpkin Records—thereby combining artistic auton-

omy and residual appropriation within a single enterprise (Miles, 2004). His experience

underscores how, even within mature copyright systems, unequal bargaining power and cor-

porate control could weaken a creator’s effective property rights, compelling reintegration of

production and distribution and restoring the economic logic of self-integration under new

technological and institutional conditions.

6 Contemporary Extensions

Although the analysis has focused on historical settings, the framework developed above

extends naturally to contemporary systems of creative production. The underlying trade-

offs—between integration and delegation, control and coordination, and appropriation under

incomplete contracts—are not specific to patronage, publishing, or early concert markets.

Rather, they reflect general organizational problems that reappear whenever creators op-

erate in environments characterized by uncertainty, task complementarity, and imperfect

enforcement (Caves, 2000). This section briefly illustrates how the same logic helps interpret

organizational choices in modern creative industries.

Digital technologies have substantially reduced the fixed costs of coordination and dis-

semination (k), lowering the threshold at which creators can internalize production activ-
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ities. Low-cost recording equipment, direct-to-consumer distribution, and platform-based

promotion enable some creators to retain control over realization that would previously

have required reliance on specialized intermediaries. At the same time, digital platforms

introduce new forms of contractual incompleteness. Algorithmic intermediation, opaque

revenue-sharing rules, and unilateral changes to platform policies can reduce creators’ ef-

fective appropriation share (θ), even when production is formally self-organized (Gillespie,

2018; Hesmondhalgh, 2019). As a result, observed organizational forms may overstate the

degree of control creators actually exercise, echoing historical situations in which publishers

or recording companies dominated key stages of realization despite nominally independent

status.

Contemporary creative production also continues to exhibit coexistence between gover-

nance modes. High-value creators with strong reputations or access to capital may reinte-

grate recording, publishing, or rights management in order to retain residual control, while

others rely on intermediaries to manage scale, finance, and distribution. In settings such

as film, television, and gaming, work-for-hire arrangements remain prevalent, reproducing

hierarchical structures in which firms internalize coordination and retain ownership of out-

put. These patterns mirror earlier equilibria analyzed in the historical sections, differing

primarily in the technologies and institutions through which coordination and enforcement

are achieved.

Recent advances in generative artificial intelligence further illustrate the portability of the

framework. By altering which tasks can be delegated and how they must be coordinated, AI

changes the effective complementarity between creative inputs (γ) and the costs of internal

organization. Some components of production become easier to automate, lowering the fixed

costs of internal organization, while others become easier to specify contractually, improving

delegation; core creative judgments, however, remain difficult to contract upon. As in earlier

technological transitions, these changes shift, but do not eliminate, the organizational trade-

offs associated with incomplete contracts (Grossman and Hart, 1986; Hart and Moore, 1990).
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Taken together, these observations suggest that contemporary creative production is best

understood not as a departure from historical patterns, but as another configuration of the

same organizational forces. Differences across eras reflect changes in technology, market

scale, and enforcement rather than a transformation in the underlying logic of governance.

The historical analysis therefore provides more than contextual background: it clarifies why

integration, market contracting, and hierarchical organization continue to coexist in modern

creative industries, and why creators’ organizational choices remain sensitive to control,

coordination costs, and the allocation of residual rights.

7 Conclusion: the boundaries of the creative firm

Music history offers a transparent window into how creative production is organized. Across

centuries, composers confronted the same fundamental question that animates the theory

of the firm: whether to operate within hierarchical employment, rely on market relation-

ships, or internalize key stages of realization themselves. This paper formalizes that logic

in a framework where creators balance the ability to appropriate returns against the costs

of coordination, showing how changes in property rights, technology, and market conditions

governed the evolution of musical organization. Under patronage, stable salaries sustained

hierarchical employment within courts and churches. As patronage waned and copyright

protection remained weak, some composers integrated into performance and publication to

secure value otherwise lost through imperfect contracting. With the strengthening of copy-

right and the rise of professional intermediaries, market contracting became the dominant

mode of organization. Subsequent technological revolutions in recording and broadcasting

again altered coordination costs, enabling selective reintegration among high-value creators.

The framework yields empirically testable implications: historical variation in copyright

laws, technologies of dissemination, and forms of employment provides a basis for examining

how changes in property rights and coordination costs shaped the organization of creative
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work. Biographical sources often document composers’ professional arrangements—such

as appointments, commissions, or publishing contracts—allowing these to be linked to the

model’s underlying parameters. More broadly, the analysis suggests a systematic connection

between institutional and technological change and the organization of artistic production.

Although the analysis focuses on music, the underlying logic extends well beyond it.

Comparable trade-offs structure creative industries ranging from visual art and film to design

and digital content creation. By situating creative production within the theory of the

firm, the framework highlights how evolving property rights and coordination technologies

continue to shape the boundary between creators and intermediaries. The economic logic

that guided composers from Buxtehude to Bruckner thus remains central to understanding

how creative production is organized today.
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A Endogenizing V through effort
In the main analysis, the potential value of a composition, V , is treated as exogenous. Here
we endogenize V by allowing it to depend on the composer’s chosen effort e ≥ 0, where
V (e) = αeβ with α > 0 and β ∈ (0, 1]. Effort incurs a private cost c(e) that is increasing
and convex. Anticipating how returns vary across governance modes, the composer solves

max
e≥0

mj αeβ − c(e), j ∈ {E, M, I}, (4)

where each governance mode yields a different effective appropriation share:

mE = 0 (no residual claim under employment), mM = ϕM(θ, γ) ∈ [0, 1], mI = 1.
(5)

Employment under patronage (E). Under patronage, the composer is a salaried em-
ployee of a court, church, or municipality and receives a fixed income s independent of
creative output. Because additional effort does not affect personal income, the relevant ap-
propriation multiplier is mE = 0. Formally, effort choice under employment is governed by
institutional or contractual requirements rather than by individual optimization; we denote
this exogenously required level by e∗

E. The employer captures the residual value of the work.

Market contracting (M). Under market contracting, the composer operates indepen-
dently but relies on publishers, performers, or impresarios to realize value. Incomplete
property rights imply that the composer appropriates only a fraction ϕM(θ, γ) ∈ [0, 1] of the
total value. The interior optimum under M satisfies the first-order condition

mM α β eβ−1 = c′(e), (6)

implying that e∗
M is increasing in ϕM(θ, γ). Stronger property rights (θ ↑) raise mM =

ϕM(θ, γ), increasing both optimal effort and realized value under market contracting.

Self-integration (I). Under self-integration, the composer internalizes downstream activ-
ities, fully appropriates returns (mI = 1), and incurs a fixed organizational cost k. Effort
solves the same first-order condition as above (with mI = 1) and therefore attains its highest
level. The ordering of equilibrium effort levels is

e∗
I > e∗

M > e∗
E. (7)

Governance choice with endogenous effort. Let Πj denote the composer’s payoff net
of effort costs under governance mode j. Under market contracting and self-integration,
effort is chosen optimally; under employment, effort is contractually required.

ΠE = s − c(e∗
E), ΠM = ϕM(θ, γ) V (e∗

M) − c(e∗
M), ΠI = V (e∗

I) − c(e∗
I) − k. (8)
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Integration is chosen whenever

ΠI ≥ ΠM ⇐⇒ V (e∗
I) − c(e∗

I) − k ≥ ϕM(θ, γ) V (e∗
M) − c(e∗

M)
⇐⇒ k ≤

[
V (e∗

I) − c(e∗
I)

]
− ϕM(θ, γ) V (e∗

M) + c(e∗
M). (9)

Equation (9) defines the integration threshold as a comparison of net surplus across gover-
nance modes: creators integrate when the additional surplus generated by higher effort and
full appropriation outweighs the fixed organizational cost.

Endogenizing V through effort tends to expand the range of parameters for which in-
tegration is optimal within the independent sector, since self-integration strengthens both
appropriation and effort incentives. Strengthening property rights has two reinforcing effects
under market contracting: it increases ϕM(θ, γ), directly raising appropriable returns, and
it raises e∗

M , thereby increasing realized value V (e∗
M). Both effects make market contracting

more attractive relative to integration. Overall, stronger property rights shift creators away
from integration and toward reliance on specialized intermediaries.

This extension preserves the historical implications of the baseline model while clarifying
two reinforcing mechanisms: (i) under weak property rights, integration supports both higher
effort and fuller appropriation; and (ii) as property rights strengthen, market contracting be-
comes increasingly efficient because it improves both appropriation and effort incentives. For
expositional clarity, the main analysis treats V as exogenous, but the qualitative predictions
remain unchanged once effort is endogenized.
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B Illustrative evidence on composer’s governance modes
Figure B.1 shows long-run trends in composers’ governance modes, drawing on biographical
information from Grove Music Online, a leading encyclopedia of music and musicians. The
figure is intended to provide illustrative support for the historical narrative developed in the
main text, rather than to offer precise measurement or formal empirical validation.

Figure B.1: Long-run trends in composers’ employment modes.
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Notes: Series are constructed from biographical information in Grove Music Online using
composers’ geographic relocations. Measures are averaged by quarter-century and smoothed to
highlight long-run patterns. The series do not sum to one because some observations involve
overlapping classifications, while others reflect organizational arrangements that fall outside the
categories considered or are unobserved.

The series are constructed using information on composers’ geographic relocations, where
biographical entries most often document changes in employment arrangements. Relocation
episodes are therefore used as observational windows in which organizational choices are most
clearly revealed, as shifts in location typically coincide with changes in institutional affiliation
or contractual relationships. Each episode is coded into broad categories corresponding to the
governance modes considered in the model. Patronage captures hierarchical employment and
is coded using evidence of court, royal, or church appointments. Integration reflects freelance
organization and is coded when biographies indicate that composers combined composition
with direct involvement in performance, conducting, or concert organization. Market-based
organization captures reliance on specialized intermediaries and is coded using evidence of
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engagement with publishers, orchestras, opera houses, or related establishments operating
through market contracts.

Because relocation motives are neither exhaustive nor mutually exclusive, the resulting
series should be interpreted as indicators of relative prevalence rather than as mutually exclu-
sive shares; accordingly, the series do not sum to one. To emphasize long-run patterns rather
than short-term variation, the measures are averaged by quarter-century and smoothed using
local polynomial regression.

The figure shows a long-run decline in patronage-based employment over time, alongside
an overall rise in market-based organization and episodic increases in more integrated forms
of creative organization. These patterns are broadly consistent with the historical discussion
in the main text and with the model’s emphasis on changing property rights, coordination
costs, and organizational possibilities. The figure is included solely for illustrative purposes
and should be interpreted cautiously.
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