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Camila Sitonio and Alberto Nucciarelli

Department of Economics and Management, University of Trento, via Inama 5, 38122, Trento, Italy,
camila.sales@studenti.unitn.it, alberto.nuciarelli@unitn.it

Abstract. This paper explores the impact of blockchain on the music industry with a focus on the
implications technology can have for artists. By investigating the industry’s supply chain, we argue
that the on-demand streaming platforms (e.g. Spotify and Apple Music) have allowed consumers to
easily access music products but have introduced a level of intermediation between artists and
customers leading to inefficiency of the royalty payments systems. The goal of this research is to
identify blockchain applications that would enable the disintermediation of the industry, allowing
artists to create and capture more value from their own products. This paper discusses some
applications and concepts related to blockchain, including smart contracts, record keeping, revenue
management, and metadata analysis. By presenting some examples, we assess the current state of the
technology’s development in the music industry, how companies are introducing this new model into
the market, and some limitations these models may have.

1. Introduction

Blockchain technology is often seen as “the next thing” that can change the structure of different
industries. However, the impact of its adoption remains unclear (Yli-Huumo, et al. 2016). The music
industry is no exception in that respect as a lot has been already said regarding the implications of
blockchain for the industry as a whole, including an increase in the value captured by artists, a shift
of market power (from record labels to creators), disintermediation, more transparency and more
efficient systems (e.g. distribution and royalty payments) (O’Dair, et al. 2016).

The investigation of these implications are particularly relevant for artists, who envision the
possibility of finally being properly rewarded for their efforts and creative endowments (Rogers
2016). Blockchain promises to give power back to musicians by providing a fair distribution channel.
In this case, the idea is to provide an environment in which they will have the freedom to access
transactional information and be paid more effectively. This new channel also opens the possibility
and create the means for the introduction of innovative business models, by the artists themselves or
any other stakeholder in the market.

It is likely that any intermediaries that add value to the chain will remain, even with the value
created being redistributed and favouring artists and songwriters (O’Dair, et al. 2016). However, it is
also imaginable that the roles of those intermediators, such as record labels and publishers, will
change in order to accommodate the new requirements of the value chain’s power balance.

In this paper, we investigate the impact blockchain technology already had in the music
industry, as well as the potential impacts in the short future. We seek to understand fundamental
issues such as “How much has the technology already developed in the industry?”, “How the
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technology would fit into the industry’s supply chain?”, “What efforts have been made regarding the
usage of blockchain as a mainstream network?”, and “Can artists already start benefiting from the
technology?”.

The remainder of this paper is organized as follows. In Section 2, we provide a literature review
on business model, blockchain technology and its inner workings. Section 3 analyses the supply chain
of the music industry, discussing how the internet revolutionized it in the past and how blockchain
can do it once again. In Section 4, we discussed the methodology we followed in this research. Section
5 explains how blockchain could solve some of the issues found in the industry’s supply chain, and
how it can cause an increase of value captured by musicians. We also discuss the current state of
development of blockchain in the industry, some applications, and services that are already available.
We conclude the paper in Section 6 by arguing how well structured the models in placement are and
how future contributions should aim in exploring the performance of the blockchain services
available in the industry.

2. Literature review

2.1 An overview of relevant literature on business model

A business model defines the way in which the “business enterprise responds to and delivers value
to customers, entices customers to pay for value, and converts those payments to profits [...] ” (Teece
2010, 191). Teece’s (2010) definition allows us to employ the business model concept as a set of
interdependent activities that can enable researchers to elaborate on meaningful inferences in terms
of cause-effect relationships between its different components, especially in a phase of business
model design or innovation (Aversa, et al. 2015)

However, the sparkling debate among management scholars on business models has produced
different (and often competing) definitions (Wirtz, et al. 2016; Zott and Amit 2010; Zott, Amit and
Massa 2011). From a theoretical perspective, we can interpret business models as attributes of the
firm (H. Chesbrough 2010), cognitive schemas (Baden-Fuller and Morgan 2010; Martins, Rindova
and Greenbaum 2015) or formal conceptual representations of how business functions (Demil and
Lecocq 2010; Casadesus-Masanell and Ricart 2010). From a practitioner’s perspective, business
models can be distinguished between two-sided and multi-sided. The former (i.e. dyadic business
models) sees transactions taking place between two parties (i.e. a seller and a buyer); the latter (i.e.
multi-sided business models) enables transactions among multiple parties (Evans and Schmalensee
2016), where an intermediary creates the conditions for buyers and sellers to encounter and transact.
In this very case, the intermediary also acts as a guarantee for both parties. It doesn’t just facilitate
the transaction by reducing distances and transaction costs but it also validates their identities and
build mutual trust (see Roth (2015) for an interesting social and economic analysis on this).

Massa, Tucci and Afuah (2017, 74) affirm that business models “may represent a new
dimension of innovation that complements traditional ones such as product, process, and
organizational innovation, thus broadening the boundaries of innovation-related phenomena and,
accordingly, theories of innovation”. Value for customers - they argue - can in fact be created by
designing new governance mechanism for social and economic interactions, especially “in presence
of larger forces at the macro level, such as Internet technology and globalization, [that] are blurring
the distinction between industries, lowering barriers to entry, and potentially leading to more
intensive rivalry” (Massa, Tucci and Afuah 2017, 74). The relationship between technology and
business model choice can then lead scholars down different research avenues to investigate factors
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(e.g. demand, industry structure, technology characteristics) and stakeholders (e.g. user communities,
user-innovators, entrepreneurs) influencing the adoption of an innovative business models (see on
this Chesbrough and Rosenbloom 2002; Gambardella and McGahan 2010; Sosna, Trevinyo-
Rodriguez and Velamuri 2010). However, much still needs to be analysed as the role of customers in
the definition of value creation and value capture (Demil, et al. 2015; Nucciarelli, et al. 2017; Priem
2007) and the influence of technological innovation on the structure of the ecosystem including
demand- and supply-side actors. In that respect, Adner’s (2017, 42) definition of ecosystem as “an
alignment structure of the multilateral set of partners that need to interact for a focal value
proposition to materialize” poses the accent on the need to investigate not just the single business
models but to capture the interactions among them and the set of strategic, social and economic rules
governing the complexity.

2.2 What is Blockchain and how does it Work?

Maintaining records, elaborating contracts, and carrying out monetary transactions are some of the
basic and time consuming activities of any business. Introduced in October 2008 as the technology
behind Bitcoin, blockchain has continuously been appointed as the biggest foundational technology
since the internet, with the potential to transform our operational economic systems (lansiti and
Lakhani 2017). As a decentralized, peer-to-peer (P2P) network that acts as a distributive ledge
recording transactions among parties, blockchain technology guarantees transparency, high level of
security, efficiency and irreversibility to its users.

Blockchain networks can be either private (restricted to members) or public (accessed by any
interested party online). Each user, or “node”, has its own alphanumeric address, enabling user
anonymity while ensuring transparency of records (Iansiti and Lakhani 2017). All transactions carried
in the network are cryptographically protected in a block, broadcasted to the entire network, verified
(e.g. ownership of the seller, liquidity of the buyer), and validated by Miners. Miners will compete to
solve a complex mathematical puzzle, a process called “work-of-proof”, that not only rewards the
first miner to solve the problem, but also allows the blocks to be linear and chronologically added to
the chain without creating extra branches (e.g. blocks being verified at the same time) (Crosby, et al.
2016). Finally, with the block included and linked to older blocks, all records of the transaction
become available to the entire database - they no longer can be altered, deleted or hidden. The entire
chain is continually updated and synchronized, allowing members to prove ownership or analyse data
at any given time.

Since its conception, blockchain technology has been successfully introduced in both
financial and non-financial applications, especially for its unchangeable and transparent record
keeping feature. Concentrating on the non-financial applications, Crosby et al. (2016) believes that,
“We can envision putting proof of existence of all legal documents, health records, royalty payments
in the music industry, notary, private securities and marriage licenses in the blockchain. By storing
the fingerprint of the digital asset instead of storing the digital asset itself, the anonymity or privacy
objective can be achieved.”. An example of non-financial application is MedRec', a service that
applies blockchain technology to manage authentication, confidentiality, accountability and data
sharing of medical records, creating a unique registry of patients’ healthcare history (Azaria, et al.
2016). Another case is Storj, a P2P distributed cloud storage platform, that allows users to transfer,
share and storage data without any third party data provider (Crosby, et al. 2016).

" A decentralized record management system to handle electronic medical records, using blockchain
technology.



R&D Management Conference 2018 “R&Designing Innovation: Transformational Challenges for Organizations and Society”
June, 30™ -July, 4™, 2018, Milan, Italy

3. The Music Industry

According to Patrik Wikstrom (2014): "The overall music industry is based on the creation and
exploitation of music-based intellectual properties. Composers and songwriters create songs, lyrics,
and arrangements that are performed live on stage; recorded and distributed to consumers; or
licensed for some other kind of use, for instance sheet music or as background music for other media
(advertising, television, etc.)". Following this concept, it is possible to distinguish three main sub-
industries within the music industry: the live/performing industry, the recorded music industry, and
the music licensing industry. In this paper, we focus on the recorded music industry, therefore, any
mention henceforth to the music industry will be specific to this sub-industry.

3.1 The Music Industry turning points

During the pre-internet era, the music industry experienced a long stage of constant growth, with a
hand full of record labels, known as the Majors®, controlling a U$ 38.6 billion industry (IFPI 2001).
Music was physically distributed (e.g. CDs in a retail music shop), a constraint that gave the record
labels control over the entire supply chain. Due to this power, most of the value in the chain was
captured by record labels, along with all the data from the transactions. This suggests that any
possibility for data managing with innovation objectives would not be available for artists.

With the popularization of the internet, the physical distribution aspect became increasingly
irrelevant. The industry’s profits started to fall by 2000: 1.3% in value and 1.2% in units compared
to 1999 (IFPI 2001). New and disruptive business models were created, such as the controversial
NAPSTER, a P2P sharing music network that significantly increased music piracy. In the midst of
an exponential decreased in the industry’s sales, there was a clear demand for restructure regarding
the traditional model.

One of the main turning points for the industry was the launch of the iTunes Store, an online
platform created by Apple that would change how we, as a society, consume music. Songs were no
longer a physical good, consumers would be able to purchase digital media through all their Apple
devices, no extra restraints. Yet, record labels were unhappy with Apple's song pricing and musicians
lamented not getting enough royalties from it (Bockstedt, Kauffman and Riggins 2005). Nevertheless,
the industry, so threatened by online piracy, finally had a way to profit from digital media.

Another significant revolution in the music industry arose with the On-Demand Streaming
platforms. YouTube, Spotify, Deezer, Tidal, and Apple Music are among the most used tools to
access music nowadays. Interestingly enough, Apple, which was responsible for the iTunes Store
music disruption, was a follower to the streaming model. As evidence of the impact of these business
models for consumers, in 2016 the digital music format was responsible for 50% of the industry
revenues (IFPI 2017). The distribution stage, core to the Majors, lost its physical constraint, allowing
new players and new ways of distribution to emerge. Consumers started to have faster,
uncomplicated, unlimited access to media. In many ways, they were the most beneficiated by the
digital media revolution. Musicians, on the other hand, still had little power regarding their own
creations and were continuously capturing less value with sales in each of these turning points.

2 Sony BMG, Universal Music Group, Warner Music Group, and EMI
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3.2 The Music Industry value-chain

Even though, the way we consume music has changed, the work division within the industry remained
roughly the same: artists create music, fans consume it, and the intermediaries, such as the record
labels and distributors, act as the powerful middlemen (Graham, et al. 2004). Imogen Heap (2017), a
Grammy winning recorded artist and big blockchain supporter in this industry, points out that "4
major pain point for creatives in the music industry — such as songwriters, producers and musicians
— is that they are the first to put in any of the work, and the last to ever see any profit. They have
little to no information about how their royalty payments are calculated, and don’t get access to
valuable aggregate data about how and where people are listening to their music.".

Traditionally, the recorded music industry supply chain worked vertically integrated, with
interdependent activities, transforming the music created into a physical good (Graham, et al. 2004).
As shown in Figure 1, this chain starts with the Artists’, that use the support of producers and
engineers to create music. Following, the intermediaries, who retained control, add their value to the
chain. The final product would finally reach consumers either as a physical good or in a promotional
format such as films, commercials, live performances or radio.

In this pre-internet era, Record Labels added a great amount of value to the chain. They would
finance and supply the Artists access to equipment, operational support to produce, record, package
and promote their music, and provide access to distribution and sales channels. Because of that,
Record Labels retained about 30% of the value generated with the final sales in this supply chain, the
largest amount gained by any of the actors involved (Hosoi, et al. 2015). The Artist’s share it is
unclear even to them. Moreover, Record Labels were responsible for collecting and transmitting
royalty revenues, a nebulous and long process, as evinced by Imogen Heap’s statement above. This
configuration, as it was, allowed for extreme information asymmetry among artists, intermediates,
and final consumers.

Songwriter »| Publisher

'

Producer |—| Engineers |—»|Record Label

Physical | Physical
Manufacturers] 7| Retailers

A

Terrestrial

Artist/ Band » Radio
Performing
D = Create product Rights -]
Organization
I:] = Collect revenue - {REEPIE

performance)
D = Deliver to end consumer

) ! — Filme &TV
= Collect usage information

Figure 1. Recorded music supply chain before digital media — adapted from (Hosoi, et al. 2015).

With the introduction of the digital media market, the music industry supply chain changed, and
with it, the value generated by each actor. As depicted in the left side of Figure 2, a new actor was
introduced to the supply chain — the Aggregator. Selling music, no longer meant selling a physical

? Even though there is a distinction between performers (artist/band) and songwriters, for the objective of this paper,
they will both be referred to simply as Artists.
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good. Artists would be able to use both the traditional and the digital supply chain. Additionally, in
this new scenario, smaller artists (right side of Figure 2) would now be able to record their music in
independent facilities, or even at home, making it available online through the Aggregators directly.
These artists would no longer depend on being signed by a Record Label to get published.

CEDUILY Rz Songwriter Publisher
%, E— H Lae ’ ‘ { ‘
Artist/ Band Aggregator Artist/ Band Aggregator l:l

Live (public
l:‘: Create product performance) I:I: Create product
D = Collect revenue D = Collectrevenue
Digital Digital
Fime &TV | | pownloads Downloads
D = Deliver to end consumer D = Deliver to end consumer

l:‘: Collect usage information @] E‘: Collect usage information On-Demand
Streaming Streaming
L»| Digital Radio Digital Radio

Figure 2. Recorded music supply chain after digital media for major artists (on the left) and small
artists (on the right).

On the down side, the value captured with the introduction of this new actor was not evenly
redistributed among the stakeholders. Even with the Record Labels losing their monopolistic
distributional power and the transactional costs being reduced due to the shift from physical to digital
goods, the value captured by the Artists did not increased. As another intermediary, the Aggregators
only reinforced the existent information asymmetry in the industry (De Leon and Gupta 2017).
According to Hosoi et al. (2015): “Interestingly, record labels still claim the largest piece at over
50% of the share, despite their changing value to the supply chain. Some reasons for this phenomenon
could be the existing contracts with the artists and the licensing/royalty business model that involve
the record label as the performance rights holder for the recording.”.

For major artists, the revenue stream created by the Aggregators’ business models decreased the
total and flow of payment. For small and independent ones, even though created the possibility for
publishing music online, royalties are commonly unpaid (De Leon and Gupta 2017, Gartner Inc.
2017).

Blockchain technology comes as a potential solution to the generators of monopolistic power for
intermediators, namely distribution channels, information asymmetry and royalty payments. This P2P
network promise to give the power back to Artists and eliminate the need for intermediaries, creating
a direct bridge between the artists and consumers. As shown in Figure 3, the main expectation is that
music creators publish their songs directly in Blockchain Networks, without needing intermediaries.
After that, platforms powered by these networks would reach consumers, reducing transactional
costs, allowing artists to access data generated by the transactions, and creating a more efficient
system for royalty payments.
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Songwriter

»| Producer »| Engineers Record Label
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Blockchain

Platforms
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Figure 3. Recorded music supply chain with blockchain technology.

Even though this would be the ideal scenario, note that, nowadays, most mainstream artists are
under contract with one of the Majors, which prevents them to go straight from creation to the
blockchain networks. While legal contractual issues are not within the scope of this paper, it is safe
to say that this constraint would cause a blockage in this envisioned supply chain. One alternative
would be not to eliminate the intermediates, but to change their roles within the chain. Thus, instead
of acting as a revenue collector and representative of the musicians’ intellectual property (IP), Record
Labels would act as collectors of usage information, as well as continue to provide technical,
production and marketing assistance according to the scope of each individual agreement. The
responsibility regarding royalty payments, including the intermediates share, and the assurance of
information transparency, would still be granted by the Blockchain Networks.

4. Methodology

Our aim in conducting this research, was to explore the possible benefits blockchain technology can
bring to the music industry. A qualitative approach was chosen, since this type of approach is
indicated when using “how” questions such as how blockchain can impact the music industry and
how new business models can be introduced due to the technology.

Two sets of literature reviews have been necessary. First, to better the concept of business models,
an analysis of the research on this subject from different perspectives. Then, a comprehensive
research on blockchain technology in order to identify possible applications to this industry.

An exploratory analysis with secondary data was performed to provide a better view of the
traditional music industry supply chain model. The same principle was also applied to identify
platforms powered by blockchain networks, their current state of development, and possible gaps in
their models.

Finally, primary data is imperative if the current literature on blockchain and business models is to
be developed further towards providing a more in-depth understanding of how distributed ledger
technology (DLT) can impact on the process of value creation and value capture in business models.
We are now collecting primary and secondary data from new ventures employing blockchain
technology. These ventures represent different stages of technology development (i.e. early stage to
maturity).
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5. How can Blockchain Revolutionize the Music Industry

The 2017 Hype Cycle report (Gartner Inc. 2017) suggests that the technology is five to 10 years away
to mainstream adoption. The report expects that during these time, some focus will be given to create
convergence in architectural styles (private and public) resulting in all distributed ledgers having
similar functional characteristics. Moreover, it is also states that “concerns remain about the viability
of the technologies, security (software and hardware), scalability, legality and interoperability”,
especially given that public ledgers seem inappropriate for most enterprises internal information.
However, even with the technology in its initial stages of development, for the purposes of
disintermediation in the music industry, it shows great immediate potential. Two of the main issues
identified in our research are:

1. the lack of access to transactional information; and
2. the inefficiencies associated to royalty payments;

Blockchain technology can solve both of these issues, while maintaining transparency
throughout the entire chain. Not only that, as we will discuss in section 5, the possibilities for
applications go beyond the traditional business models in the industry, enabling a closer relationship
between Artists and Consumers.

5.1 Applications and improvements to the industry

Record Keeping

Where Digital Rights Management (DRM) systems" failed, blockchain may succeed. Behind every
song, there are songwriters, performers, producers, sound engineers, and other technical staff that
contributed to its creation. The process of identifying and correctly paying these stakeholders for their
IP usage, is currently out of date. According to Imogen Heap (2017), “One of the biggest problems
in the industry right now is that there’s no verified global registry of music creatives and their works.
Attempts to build one have failed to the tune of millions of dollars over the years [...]. This has become
a real issue, as evidenced by the 3150 million class action law suit that Spotify is currently wrestling
with”.

The .be (or dotblockchain) was introduced as a dynamic music file format, such as the MP3 and
WAV, designed to modernize rights management of media globally. The idea behind this new media
format, is to include within the file all data required to identify the owner, payment rights, and other
information attached to the media. Once the file is created, it is introduced to the blockchain network
and made available to users. According to its mission, the Dot Blockchain Media (2018), a Benefit
Corporation, aims to provide the format and architecture to all musicians, composers, and people in
the music industry and its related fields, initially though an open source protocol and licenses. In a
2016 article wrote by the company’s CEO Benji Rogers, he assured that not only there was evidence
that this is technically possible, but that they may be very close to a minimum valuable product (MVP)
(O’Dair, et al. 2016).

* Refers to a technology application connected to a server or a desktop computer that contains,
controls and manages contents (Kwok 2002).
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Smart Contracts

The term smart contract refers to blockchain-powered contracts with automatically executable
conditional terms, such as payments and asset transfers (Iansiti and Lakhani 2017). This application
can be particularly transformative to the music industry as it supports automatic royalty payments to
Artists and any other actor that retain its shares. With smart contracts, when a consumer downloads,
stream or use music available in the blockchain networks, the amount paid does not go through any
third parties. Instead, all the information needed to forward the payment to each shareholder will be
located within the chain and executed as specified on the agreement. Not only all the contributors of
the song will receive their part immediately after the song is licensed, but all the information
generated with the transaction will be also available for data visualization and analysis technics (e.g.
data mining).

Even though some believe that blockchain is not suited for high-frequency, low-value transactions
(Palfreyman 2017), which would be the case for the stream and download universe, some platforms
are already being used to this end, having cryptocurrency as the payment method. Tiny Human, an
Imogen Heap track, was the first song ever to automatically distribute payments via a smart contract
to all involved in the making and recording of the song (Heap 2017). The single was available in
Harper’s own space, Mycelia, powered by the Ethereum network, and sold through Ethereum’s
cryptocurrency Ether. According to her, the revenue generated with this approach was not significant
at the time, especially because many people are still unfamiliar with the use of cryptocurrencies.
However, the fact that fans were willing to experiment the format, and the benefits brought to the
creators of the music, confirmed the high potential the technology presents to the music industry.

Data Analysis and Business Model innovation

The information generated by the transactions, and made available through blockchain, can not
only increase the level of transparency of the process, but also allow artists, and other users, to create
new business models from it. For example, by using data mining techniques, artists may have access
to geographic, demographic and purchase preferences of the users. Netflix is a great example of this
application for the video streaming industry. The company is well recognized for the analyse of
millions of real-time data points generated by viewers, that after being mined, support the firm in
evaluating the likability of a pilot’s success (Xu, Frankwick and Ramirez 2016). This technique is
also known as big data analytics.

Inclusion on the blocks of information related to the artists, instruments used to make the song,
performance dates, details of the process of composition, and so on, can generate enough information
to make consumers partners and promoters. Fans could collaborate with artists suggesting new
additions (e.g. different instrument in a specific section), or simply promote them with referrals that,
in case of success, would generate monetary (through smart contracts) or other types of rewards to
the consumers.

Other applications could have some proximity to the model used by PleadgeMusic (PleadgeMusic
2018). This digital music market tries to include fans into the process of creating, recording and using
music. The company specializes in short-run exclusive products that can include guitars used in
concerts, backstage passes, autographed CDs or Vinyl’s, and so on. By including blockchain into this
model, companies could increase the value captured by the Artists and allow them to get more familiar
with their fan community, increasing also the value perceived by the consumers.

Revenue Management

Other industries are already well known for the use of flexible rates, especially those in which
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goods are of non-stockable nature, such as tourism. Plane tickets are changeable and usually cheaper
depending on the time, antecedence, and weekday of the flight. While music is a stockable good,
fluctuations on the prices are also possible and can result in increase of the value captured by the
Artists. A song can change its price depending on the time of the day, streams per person, total number
of streams/downloads, and even region of the consumer.

For instance, if by analysing the records, it is identified that a specific tune is more played in a
certain time frame of the day, it can cost a little more during that time and a little less in other periods.
This movement would allow price sensitive consumers to try the product in cheaper times and less
sensitive to continue streaming in a higher demanding period. Also, fans that stream the same song
for given number of times could have discounts. They could pay less than new users or even not pay
at all after these given times. This particular change can create the sense of fidelity and even a concept
of “super-fans”.

Some companies are already applying the automatic dynamic pricing concept in other industries.
Revenue Management Solutions (https://www.revenuemanage.com/) does that in the restaurant
business, Revenue Management Systems (http://ww1.revenuemanagement.com/) for aviation, rail,
and cargo, and IDeaS (https://ideas.com/) for hotels, events and other business types. The addition of
the blockchain technology to the concept, brings more liberty to artists and other stakeholders to
create innovative business models from it.

5.2 Current state of development

Investments in research, platforms, and open-source technologies that will allow blockchain
to properly function in the industry can already be found. The Open Music Initiative (OMI), for
example, is a non-profit organization, supported by a variety of stakeholders (e.g. artists, labels,
producers, organizations, publishers) on the music industry, that is creating an open-source protocol
for the uniform identification of music rights holders and creators. The idea is not to build a database
or a specific product, but to develop an application programming interface (API) with specifications
to support other stakeholders in the develop of their own systems. (Open Music Initiative 2018).

Bittunes (http://www.bittunes.org), Peertracks (https://peertracks.com), and Voise
(https://www.voise.com) are platforms building their own systems or being powered by existing ones
(e.g. Ethereum), that will allow consumers to stream or download music through blockchain. Other
companies such as Revelator (http:/revelator.com) and Blokur (https://www.blokur.com) are
focusing on the royalty holder end of the business, offering metadata services to increase productive
and revenues through data analysis. Following, we will introduce some examples of
streaming/download platforms already available online in their beta versions.

Musicoin

Musicoin (https://musicoin.org) is a blockchain platform that allows customers to stream music
from their catalogue of independent artists. It promises fair compensation, transparent contracts and
no intermediaries. Absolutely free, and with no adds, the platform uses a model called Universal
Basic Income (UBI) to ensure each contributor is fairly rewarded in proportion to their contribution
(Musicoin 2018). Payments are automatically directed through smart contracts using the Musicoin
cryptocurrency. Consumers are also encouraged to tip the musicians using the Musicoin. However,
in order to do that, they must first buy the Bitcoin and then convert into Musicoin at Bittrex or
Cryptopia cryptocurrency exchange.

For the future, the platform envisions to use Musicoin to sell fan merchandise, music magazines,
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subscriptions and other music related products. Their main goal is to increase the power of this
currency so that it becomes the base of all economic activity around musical goods and services.
Furthermore, the platform also tries to reinforce an open channel between artists and consumers by
creating a forum in which they can freely communicate, provide feedback, suggestions, share songs
and create playlists.

Resonate

Resonate (https://resonate.is) is a music streaming platform with a business model that is very
different from the subscription-based models adopted by Spotify and Apple Music. Resonate claims
to be more affordable for listeners and to pay artists over twice the rate of their competitors, creating
a democratic system of governance built on blockchain (Resonate 2018). Currently, the cooperative
has on its catalogue independent artists and labels, having as a goal to increase the performance of its
internal functions and include new ones in order to continue serving this market.

Musicians are paid directly through smart contracts and, when joining the cooperative, contribute
with 5 dollars each for the membership. Consumers, as new subscribers, are awarded 3 hours of free
streaming in Resonate’s #stream2own application. After that, they follow a “pay for what you listen”
model. The payment method works with a credit system in which the costumer pays in euros/dollars
and the artists get payed in cryptocurrency. For example, by adding 5 euros (6.15 after taxes) to your
account, the user will be granted 4.0880 credits (will depend on the exchange rate of the day).
According to Resonate, it costs less than 5 euros a month for 2 hours of music per day. Additionally,
after listening to the same track more than ten times, the fan will no longer pay to access it.

Ujo Music

The Ujo platform uses cryptocurrency and smart contracts to compensate their artists in a paid per
song model. In 2015, Imogen Heap collaborated with the company to demonstrate how Ethereum
could revolutionize the supply chain of music by cutting off the intermediators (Ujo Music 2018).
Since then, the platform offers free and paid streaming options, using Ethereum to build out their
licensing system.

6. Final Remarks

Blockchain has continuously been appointed as the biggest foundational technology since the
internet, creating great expectations regarding its applications on a variety of industries. Yet, the
technology is still in its initial stages and it may be years before it changes our society’s economic
systems. Some experimental models, in financial and non-financial industries, are already in place,
increasing even further the hype around the technology.

For the music industry specifically, the addition of blockchain powered models may result in a
complete change of the industry’s structure. Some of the main issues identified by the analysis of its
supply chain models were the lack of transparency through the chain, musician’s low bargaining
power, and inefficiency of the royalty payments systems. Through the use of applications such as
record keeping, smart contracts and metadata analysis, these issues may be eliminated and
intermediation turned obsolete.

It is important to note, however, that even with all the potential benefits to the music industry, the
new business models introduced with the technology are also in their initial stages. The mere fact that
they function through the use of cryptocurrencies, not money, may still be too controversial to some
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consumers. Due to the novelty of blockchain and the platforms powered by the network, the ability
to project the success of these models is quite limited.

Another point worth mention is the fact that without a revenue stream, it is unclear how these music
platforms will continue to develop and reach consumers with the same power as their competitors
Spotify and Apple Music. All three analysed platforms (Musicoin, Resonate and Ujo) have mainly
independent artists and labels in their catalogues, making it unlikely a scenario in which those artists
would have the means to finance the projects. At the same time, by charging for the use of the
platforms, there would be no disintermediation, only an exchange of it. With time, it is possible that
the value captured by the artists would go back to decrease and intermediation power to increase.

Nevertheless, it is undeniable that blockchain technology can bring innovative business models to
the music industry. The expectation is that new enterprises start to develop applications using the
technology and increasing the total amount of usage for corporations and consumers. Furthermore,
the involvement of mainstream and independent artists in this process may be of great contribution
for the dissemination of blockchain in the music industry.

Due to the initial stages of development, it was difficult to access enough data regarding the
performance of the platforms already in use. Ideally, comparing the results of those blockchain
powered platforms with the initial results of their competitors using the subscription model could
indicate how far they are from mainstream consumption. Similarly, not a lot of research was applied
to blockchain in the music industry. Not only literature is limited, but also the perception of the
effectiveness of the technology to this industry in particular.

From this research, we have the intention of further evaluate the phase of development of
blockchain in the music industry by analysing it from a performance and adoption, by artists and
consumers, perspective.
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