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is private equity 

pushing guitar center 

in the wrong direction?



Guitar Center is a nationwide retail chain that has long 
been a resource for bands and artists who need to buy 
musical equipment. The company has undergone a few 
different management changes over the last decade. It 
was purchased in 2007 by Bain Capital, a private equity 
firm. In 2014, majority control of Guitar Center was 
sold in a debt-for-equity deal to Ares Management, an-
other private equity firm. 

Financial analysts and store employees have raised con-
cerns in recent years about the direction in which the 
company is headed. These include pessimistic finan-
cial outlooks, frustration by employees about a revised 
employee compensation system that emphasizes a ques-
tionable extended warranty product, and other ongoing 
labor issues. 

Private equity firms purchase large corporations to 
make them more attractive so that, in a short time 
frame, they can be sold for a profit. In this report 
we will examine how private equity firms have been 
mismanaging Guitar Center. We will look at how 
they have handled the unique nature of the musi-
cal instrument retailing industry, which is unlike the 
typical retail corporate store front. Unless the pri-
vate equity firms that currently control Guitar Cen-
ter drastically change their way of approaching the 
consumers, employees, and music community, the 
company will continue to have a questionable future.

Executive Sum
mary
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employee and

laboR concerns

SQUEEZING THE 
WORKFORCE
Employees at Guitar Center tend to be long-term, 
professional salespeople who are very knowledge-
able about the instruments they sell. Because of their 
experience playing instruments and using musical 
equipment, they often bring specialized knowledge 
and specific skill sets to the job. 

Over time, workers have increasingly become frus-
trated with Guitar Center’s complicated and unfair 
commission structure. Some workers feel that the 
commission structure is so broken that it has led to 
a less-qualified staff. In response to the worsening 
working conditions, workers began to organize with 
the Retail, Wholesale and Department Store Union 
(RWDSU) to begin to address their concerns.

GUITAR CENTER WORKERS 
FIGHT BACK

In spring 2013, employ-
ees at three New York 
City Guitar Center stores 
went public with a union 
drive.  The drive came 
under the banner of 
“Reclaim Commission.” 

Guitar Center workers at contract negotiations
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Workers demanded a sensible commission structure, and an end to 
the Pro Coverage Attachment penalty, in which workers would be pe-
nalized for not selling Guitar Center’s Pro Coverage warranty on a 
minimum number of sales.41 The unionizing effort kicked off with an 
aggressive media campaign aimed at exposing Guitar Center’s poor 
treatment of their workforce. The campaign was covered in national 
media outlets such as Rolling Stone42 and The Huffington Post,43 along 
with local newspapers44  and other publications.45  

In the past two and a half years, there have been six union elections at 
Guitar Center locations across the country. Workers were successful 
in unionizing locations in Union Square46 in New York City, Central 
Chicago,47 and Las Vegas,48 with organizing activity continuing in oth-
er cities throughout the United States.49 

UNION BUSTING AND 
UNFAIR LABOR PRACTICES
Workers in New York, Chicago and Las Vegas were able to succeed in 
their organizing efforts, despite the company hiring outside “union 
avoidance”50 advisers to prevent unionization, including the law firm 
Jackson Lewis.  Even with this 
slew of consultants and legal 
counsel, Guitar Center is still 
coming under fire for its labor 
practices.51 The National La-
bor Relations Board is pursu-
ing an ongoing investigation 
of numerous Unfair Labor 
Practice charges filed by the 
Union throughout the past nine months. The Unfair Labor Practices 
charges include allegations of a “Refusal to Bargain” in good faith in 
Chicago,52 Las Vegas,53 and New York City;54 coercive statements in 
Chicago;55 and an illegal withdrawal of recognition of the union in Las 
Vegas56 and New York City.57  

The National Labor Relations 
Board is pursuing an ongoing 
investigation of numerous Unfair 
Labor Practice charges filed by 
the Union throughout the past 
nine months.
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MUSICIANS’ ALLIANCE
Many Guitar Center customers are ama-
teur or professional musicians. They identi-
fy with the store’s workers, who are usually 
musicians themselves.  To date, more than 
150 professional bands and musicians have 
officially signed onto a pe-
tition pledging their sup-
port for the workers and 
their campaign.58  This list 
includes well known art-
ists such as Roger Waters, 
Billy Bragg, Rise Against, 
Aloe Blacc, Tom Morello, 
Kathleen Hanna, Against 
Me! and many others.59 
Tens of thousands of in-
dividuals, many of them self-identified cus-
tomers or former and current Guitar Center 
workers, have signed various online peti-
tions60 in support of the workers’ campaign. 

To date, more than 
150 professional 
bands and musicians 
have officially signed 
onto a petition pledg-
ing their support for 
the workers and their 
campaign.

 Anti-Flag

 Last Internationale

 Propagandhi 
 and War on Women

 Rise Against

 Fscked Up



12

Guitar Center
’s

GUITAR CENTER’S EXTENDED 
WARRANTY: PRO COVERAGE
In addition to employee dissatisfaction with work-
ing conditions and pay structure at Guitar Center, 
another source of frustration is the pressure to sell 
the company’s extended warranty plan,  Pro Cover-
age. In this section we will detail employee and cus-
tomer complaints regarding Pro Coverage and why 
it may be a questionable product for some musical 
instruments.

WHY PRO COVERAGE?
Pro Coverage is an extended warranty offered by 
Guitar Center that can be purchased for two, three, 
or five years and varies in price based on the instru-
ment or type of gear. Items under $200 can be cov-
ered by the replacement plan (where the item can be 
replaced directly by Guitar Center if they malfunc-
tion) and items over $200 are eligible for the “repair 
plan.”61 Guitar Center is currently working with Asu-
rion Service Plans, Inc.62 which also insures mobile 
phones, computers, televisions, and other electron-
ics.63 

Consumer Reports has made its own assessment of 
extended warranties (though it should be noted that 
they have not reviewed Pro Coverage in particular).64 

Pro Coverage Warranty
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Figure 1:   Email from a Guitar Center General Manager com-
plaining that his employees’ Pro Coverage sales are one percent 

below the quota for the month. The abbreviations “PC” and 
“PCA” refer to Pro Coverage.


