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The music industry is a dynamic ecosystem that has evolved dramatically over the last 
few decades. From physical album sales to digital downloads, and now streaming, the 
way music is created, distributed, and consumed has been transformed. While 
technological advancements have made music more accessible than ever before, they 
have also introduced new challenges for artists, particularly concerning compensation. 
This research paper will explore the past, present, and future of artist compensation, 
focusing on how streaming services have reshaped the industry, leading to both 
opportunities and conflicts, and will explore potential solutions for ensuring fair 
compensation moving forward. 
 
Section 1: Historical Context: Pre-Streaming Compensation Models 
 
1.1 Introduction to the Pre-Streaming Era 

 
Before the rise of digital downloads and streaming, the music industry was dominated by 
physical formats such as vinyl records, cassettes, and CDs. For decades, artists and 
record labels relied heavily on album sales, supplemented by revenue from tours, 
merchandise, and licensing. The late 1990s and early 2000s marked the peak of the CD 
era, with global music revenues reaching unprecedented levels. However, this golden age 
was followed by a dramatic decline, brought about by the rise of digital music piracy and 
the shift to online consumption. 
 
1.2 Revenue Breakdown During the CD Era 
 
During the CD era, the financial model for artists was based on several key revenue 
streams. The primary source of income came from album sales, where artists earned 
royalties based on the number of units sold. 
 

• Album Sales and Royalties: In the 1990s and early 2000s, artists typically earned 
10-15% of the retail price of an album. For example, if a CD sold for $15, an artist 
would make around $1.50 to $2.25 per album. While this may seem low, artists 
often sold millions of copies, making album sales a lucrative revenue stream for 
top-tier musicians. 

o Example: In 1991, Nirvana’s album "Nevermind" sold over 30 million 
copies globally. With an estimated royalty of $2 per album, the band would 
have earned approximately $60 million from album sales alone. 

• Record Label Contracts: Most artists, particularly those signed to major labels, 
had to adhere to strict contract terms that significantly reduced their earnings. 
Labels provided upfront advances to artists, but these advances had to be repaid 
through album sales before artists could receive any additional income. In many 
cases, the majority of the revenue was retained by the record label, leaving artists 
with only a small fraction of the overall profits. 

o Example: Despite achieving massive commercial success, artists like TLC 
and Toni Braxton reported that they struggled financially due to unfavorable 
contracts with their record labels. Despite selling millions of albums, these 
artists saw little of the revenue due to high recoupment costs. 
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• Touring and Merchandising: In addition to album sales, artists earned substantial 
income from touring and selling merchandise. Tours often generated more 
revenue than album sales, particularly for global superstars. Merchandise sales, 
including t-shirts, posters, and exclusive memorabilia, provided an additional 
income stream, often managed directly by the artists themselves. 

o Example: The Rolling Stones made over $400 million from their 2005-2007 
"A Bigger Bang" world tour. Similarly, Britney Spears earned approximately 
$60 million from her 1999 worldwide tour, bolstered by sponsorship deals 
with companies like Pepsi. 

 
1.3 Decline of Physical Sales and the Rise of Digital Music 
 
In the early 2000s, the music industry faced a significant disruption with the advent of 
digital file-sharing platforms like Napster. These platforms allowed users to download 
music for free, bypassing traditional revenue models and causing a dramatic decline in 
physical album sales. 
 

 
Here is the graph of global music revenue from 1999 to 2019, showing the peak of CD sales in the late 1990s and the 
subsequent decline due to the rise of digital sales and streaming. CD sales saw a sharp drop as piracy and digital 
platforms emerged, while digital and streaming services gained dominance over time. (Graph was made with the help 
of AI) 
 

• Napster’s Impact on the Music Industry: Launched in 1999, Napster quickly 
became the most popular platform for sharing digital music files. By 2001, 
Napster had over 60 million users who were downloading and sharing music 
illegally. As a result, global music revenue, which had peaked at $22.3 billion in 
the late 1990s, began to decline rapidly. Between 1999 and 2004, the RIAA 
(Recording Industry Association of America) estimated that the industry lost over 
$4.5 billion due to piracy. 

o Example: The band Metallica famously sued Napster in 2000 after 
discovering that their entire catalog was being shared on the platform 
without permission. This lawsuit brought attention to the financial harm 
that digital piracy was causing to the music industry and led to Napster’s 
eventual shutdown in 2001. 
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Despite ehorts to combat piracy, the damage to the industry had already been done. The 
rise of file-sharing platforms and the decline in physical sales left record labels and 
artists struggling to adapt to the new digital landscape. 
 
1.4 Transition to Streaming Platforms 
 
As the music industry continued to grapple with the decline in physical sales, new 
models of digital distribution emerged. The launch of iTunes in 2001 allowed users to 
legally purchase and download individual songs, marking a shift away from album sales. 
However, it was the advent of streaming platforms like Spotify in 2008 that fundamentally 
changed the way music was consumed. 
 

• The Spotify Model: Spotify introduced a subscription-based model that provided 
users with access to millions of songs for a fixed monthly fee. Unlike physical 
sales, where artists earned royalties based on the number of albums sold, 
streaming services paid artists based on the number of times their songs were 
played. While this opened up new opportunities for music discovery, it also 
resulted in much lower per-unit earnings for artists. 

 
Comparison of Earnings: 

• During the CD era, an artist could earn approximately $150,000 to $225,000 by 
selling 100,000 copies of an album. 

• In contrast, to earn the same amount of money on Spotify, an artist would need 
between 40 and 60 million streams, given the platform's average payout of $4,000 
per million streams. 

 
This dramatic diherence in earnings has been a major source of contention for artists, 
many of whom argue that streaming platforms do not adequately compensate musicians 
for their work. 

  
 
Here is the pie chart representing the breakdown of artist revenue sources during the CD era. The majority of revenue 
came from album sales, followed by tours, licensing, merchandise, and other smaller streams. (Graph was made with 
the help of AI) 
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1.5 Challenges for Independent Artists in the Pre-Streaming Era 
 
Before the rise of streaming, independent artists faced significant challenges in gaining 
widespread recognition and financial success. Without the backing of a major label, 
these artists often relied on grassroots methods to build their fanbase. 
 

• Limited Access to Distribution: Independent artists had limited access to 
traditional distribution channels, such as radio play and physical retail. As a 
result, they often sold their music directly to fans at shows or through smaller, 
independent record stores. 

o Example: Ani DiFranco, an independent folk artist, built her career by 
touring extensively and selling her records at shows. Despite not having the 
backing of a major label, DiFranco cultivated a loyal fanbase through 
constant touring and direct fan engagement. 

• The Importance of Touring: For many independent musicians, touring was the 
primary way to make a living. With fewer opportunities to earn from album sales, 
independent artists relied on live performances and merchandise sales to sustain 
their careers. 

 
Revenue Source Revenue per unit Revenue for 1 million units 

Album Sale $10.00 $10,000,000 
Spotify Streaming $0.003 $3,000 

***This table highlights the significant difference between revenue generated from traditional album sales and streaming 
platforms like Spotify. An artist earns far more from album sales compared to streaming, where the per-stream revenue is 
minimal. 
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Section 2: Streaming Models and Their Impact.  
 
2.1 Introduction to Streaming Platforms 
 
The music industry underwent a massive transformation in the late 2000s and early 
2010s with the advent of streaming platforms. Unlike physical sales or digital downloads, 
streaming provided users with on-demand access to millions of songs for a subscription 
fee or through ad-supported models. The rise of platforms like Spotify, Apple Music, and 
YouTube marked a new era in music consumption, where ownership of music became 
less important than access to it. 
 
Streaming is now the dominant way that people consume music. According to the IFPI 
Global Music Report, streaming accounted for 67% of global music revenues in 2022, 
representing billions of dollars in revenue. However, despite the massive growth in 
streaming, many artists have voiced concerns about how little they earn from this model 
compared to the pre-streaming era. 
 
2.2 Business Models of Major Streaming Platforms 
 
Streaming platforms typically operate under two primary business models: subscription-
based and ad-supported. 
 
2.2.1 Subscription-Based Model 
 
In this model, users pay a monthly fee to access ad-free, high-quality streaming services. 
Platforms like Spotify Premium, Apple Music, and Tidal follow this model, ohering users 
unlimited access to millions of songs for a fixed monthly cost, usually around $10 USD 
per month. 
 

• Revenue Generation: Subscription fees are pooled together, and after the 
platform takes its share, the remaining revenue is distributed to rights holders 
based on the number of streams their music generates relative to the total number 
of streams on the platform. On platforms like Spotify, premium subscribers 
generate around 90% of the platform's total revenue, even though they represent 
only about 40% of its user base. 

 
2.2.2 Ad-Supported Model 
 
In contrast, the ad-supported model allows users to access music for free, but with ads 
played between songs. Platforms like Spotify Free, YouTube, and Pandora follow this 
model. Ad revenue from advertisers is then used to pay artists and rights holders. 
However, the ad-supported model generates significantly less revenue than subscription 
services. 
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• Revenue Generation: For platforms like Spotify, ad-supported users generate only 
about 10% of the platform’s revenue. This means that artists typically earn far less 
from streams generated by free-tier users compared to premium subscribers. 
 

2.2.3 Comparison of Payouts Across Platforms 
 
While subscription and ad-supported models have democratized access to music, they 
have also introduced a wide variation in artist payouts across platforms. The following 
figures provide a comparison of payouts per million streams on some of the leading 
platforms: 
 

• Spotify: $4,000 per million streams. 
• Apple Music: $7,000-$10,000 per million streams. 
• YouTube: $1,000 per million streams. 
• Tidal: $12,000 per million streams (known for ohering higher payouts due to its 

artist-first model). 
 
Despite these diherences, artists still earn significantly less from streaming than they did 
in the CD era, when album sales provided much higher per-unit earnings. 
 

Streaming 
Platform Revenue per Stream (USD) Revenue for 1 million Streams 

(USD) 
Spotify 0.003 3000.0 
Apple Music 0.006 6000.0 
YouTube 0.00067 670.0 
Tidal 0.012 12000.0 

 
 
2.3 The Pro-Rata Payment Model 
 
Most streaming platforms use the pro-rata model to distribute revenue. In this system, all 
the revenue generated from subscriptions and ads is pooled together and distributed to 
rights holders based on the total number of streams across the platform. Artists receive 
a percentage of this pool based on how many streams their music generates relative to 
the total number of streams. 
 

• Example of Pro-Rata Model: If a song accounts for 0.1% of the total streams on 
Spotify in a given month, the artist or rights holder will receive 0.1% of the total 
revenue pool for that month. 

 
Challenges with the Pro-Rata Model 
 
The pro-rata model heavily favors artists with large followings and millions of streams, 
while smaller, independent artists struggle to earn meaningful income. Since revenue is 
distributed based on the total number of streams across the entire platform, niche and 
independent musicians often see very small payouts, even if their fans are highly 
engaged. 
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• Example: An independent artist with 100,000 streams in a month may only receive 

around $400 from Spotify, while major artists with millions of streams capture a 
much larger share of the revenue pool. 

 
This system has been criticized for creating an uneven playing field, where only the most-
streamed artists benefit significantly, while the majority of musicians earn very little from 
streaming. 
 

 
Here is the graph showing the global streaming revenue growth and the number of paid subscribers from 2010 to 2030. 
The graph illustrates the steady rise in both revenue and subscribers, with projected growth continuing into the next 
decade. (Graph was made with the help of AI) 
 
Case Study: Spotify's Free vs. Premium Models 
 
Spotify, the largest streaming platform, provides a clear example of how the ad-
supported and premium subscription models work. As of 2023, Spotify has over 500 
million monthly active users, with about 40% of them paying for premium services 
https://www.weforum.org/agenda/2023/03/charted-the-impact-of-streaming-on-the-music-industry/. 
Premium subscribers generate significantly more revenue than free-tier users, who rely 
on advertisements. This disparity means that artists often earn more from streams by 
premium subscribers than from ad-supported streams. 
 

• Revenue from Premium Subscribers: Premium subscribers generate about 90% 
of Spotify’s total revenue. On average, these users pay around $10 per month, 
which is pooled together and distributed based on total streams. 

• Revenue from Free-Tier Users: In contrast, free-tier users generate only 10% of the 
platform's total revenue through advertisements. As a result, artists earn far less 
from streams generated by free-tier users than from premium subscribers. 

 
Spotify has come under fire for its low payouts, with many artists advocating for a per-
stream compensation model, which would ensure that each stream generates a fixed 
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amount of revenue for artists, regardless of whether the user is on the free or premium 
tier. 
Case Study: Taylor Swift’s Departure from Spotify (2014) 
 
Taylor Swift made headlines in 2014 when she pulled her entire catalog from Spotify, 
criticizing the platform's ad-supported model and its impact on artist compensation. 
Swift argued that music should not be free and that artists deserved to be paid fairly for 
their work. Her actions brought attention to the broader debate about how streaming 
services compensate artists, particularly under the pro-rata payment system. 
 

• Impact: Swift’s decision sparked discussions about the fairness of streaming 
models, with many artists supporting her stance. By 2017, Swift returned to 
Spotify after changes were made, but her departure highlighted the growing 
dissatisfaction with the pro-rata model. 

 
Case Study: Thom Yorke’s Criticism of Spotify 
 
In 2013, Radiohead’s Thom Yorke pulled his solo work from Spotify, calling the platform 
"the last desperate fart of a dying corpse." Yorke's criticism centered around the idea that 
Spotify and other streaming services devalued music by ohering low payouts to artists, 
particularly those who were not mainstream superstars. Yorke was particularly 
concerned about how smaller artists, like the ones signed to his independent label XL 
Recordings, would struggle under the pro-rata system. 
 

• Impact: Yorke's public criticism of Spotify drew attention to the disparities in 
earnings between major artists and independent musicians. His comments 
fueled a broader conversation about whether streaming platforms were beneficial 
or harmful to smaller, niche artists. 

 
2.4 Legal and Industry Challenges 
 
The rise of streaming has also led to significant legal challenges, particularly around 
issues of copyright, royalty payments, and artist compensation. In the early days of 
streaming, platforms like Napster faced numerous lawsuits from artists and record 
labels for allowing users to share music illegally. While services like Spotify and Apple 
Music have since legalized the streaming model, they still face criticism from artists and 
advocacy groups. 
 
Lawsuits and Legal Battles: Major artists like Taylor Swift and Radiohead’s Thom Yorke 
have publicly criticized streaming platforms for paying too little to musicians. In 2014, 
Taylor Swift famously pulled her entire catalog from Spotify, stating that music should not 
be available for free on ad-supported services. Swift’s decision brought attention to the 
issue of artist compensation, and she only returned to Spotify in 2017 after the platform 
adjusted its policies. 
 
Case Study: The Justice at Spotify Campaign 
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In 2020, the Union of Musicians and Allied Workers launched the Justice at Spotify 
campaign, demanding higher payouts for artists, increased transparency, and the 
abolition of payola practices. The campaign argued that Spotify’s current payment 
structure was unfair to smaller artists, who saw only a fraction of the revenue generated 
by their music. 
 

• Campaign Demands: 
 

o A per-stream payout of at least one cent per stream. 
o Increased transparency in how revenue is distributed between the 

platform, labels, and artists. 
o An end to pay-to-play practices, where major labels and artists pay for 

playlist placements, giving them an unfair advantage over smaller, 
independent musicians. 
 

• Impact: The campaign gathered widespread support from musicians globally and 
shined a spotlight on the systemic issues within the streaming industry. While 
Spotify has not made substantial changes, the campaign increased awareness of 
artist compensation and the need for reform in the streaming model. 

 
2.5 Emerging Alternatives: User-Centric Payment Models 
 
In response to the growing dissatisfaction with the pro-rata model, several platforms 
have begun experimenting with user-centric payment models. Under this system, each 
user’s subscription fee is distributed directly to the artists they listen to, rather than being 
pooled with revenue from other users. 
 
Deezer’s User-Centric Experiment: Deezer has been one of the leading platforms to 
explore the user-centric model. Under this system, if a listener spends 100% of their 
listening time on a single artist, that artist would receive 100% of the listener’s 
subscription fee (minus the platform’s share), rather than receiving a small percentage 
from the total revenue pool. 
 
Potential Benefits of the User-Centric Model 
 
The user-centric model could provide a more equitable distribution of revenue, 
particularly for smaller, independent artists with dedicated fanbases. By linking 
payments directly to user behavior, the model ensures that artists are paid based on the 
actual engagement they generate, rather than being overshadowed by top-tier artists with 
millions of streams. 
 
Case Study: Deezer’s User-Centric Payment Model Experiment 
 
In 2019, Deezer announced that it would experiment with a user-centric payment model 
to address concerns over the pro-rata system. The pilot program tested how artists would 
be compensated if revenue were based directly on individual listener behavior. Under this 
system, an artist would receive all of the subscription fee from a user who exclusively 
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listened to their music, as opposed to the fractional payout they would receive under the 
pro-rata model. 
 

• Results: While the experiment showed promising results for independent and 
niche artists, it also revealed that implementing this model on a large scale would 
require significant changes to existing industry contracts and agreements. 
 

• Impact: Deezer’s experiment sparked discussions within the industry about 
whether the user-centric model could replace the pro-rata model and provide a 
more equitable distribution of revenue for smaller artists. 

 
 

 
Here is the infographic comparing the Pro-Rata and User-Centric revenue distribution models for artists. It visually 
explains how each model distributes revenue diOerently, making it easy to understand the key distinctions. (Graph was 
made with the help of AI) 
 
2.6 Future Projections for Streaming 
 
The future of streaming looks promising in terms of continued growth. According to 
industry reports, global music streaming revenue is projected to reach $75 billion by 
2030, driven by increased user adoption and the rise of streaming in emerging markets 
like Africa and Asia. 
 

• Global User Growth: By 2024, the number of paid streaming subscribers is 
expected to surpass 1 billion globally, with platforms like Spotify, Apple Music, and 
YouTube leading the charge. This growth will provide even more opportunities for 
artists to reach new audiences, but challenges related to artist compensation are 
expected to remain unless reforms are implemented. 
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Section 3: Artist Criticism and Conflict in the Streaming Era 
 
3.1 Introduction 
The rise of streaming platforms has not only transformed how music is consumed but 
also how artists are compensated for their work. While streaming ohers unprecedented 
access to global audiences, many artists have expressed dissatisfaction with the 
financial rewards they receive, especially compared to the pre-streaming era. This has 
led to public conflicts between major artists and streaming platforms, as well as growing 
advocacy for reform within the music industry. 
 
3.2 Key Artist Criticisms of Streaming 
 
3.2.1 Low Payouts per Stream 
 
One of the most common criticisms from artists is the low payouts per stream, 
particularly on platforms like Spotify and YouTube. As discussed in previous sections, 
Spotify pays around $4,000 per million streams, while YouTube pays as little as $1,000 
per million streams. For many independent artists, achieving millions of streams is 
unrealistic, meaning their payouts often amount to only a few hundred dollars per month. 
 

• Artist Quote: Snoop Dogg famously criticized the payout system, saying, “How the 
f*** do you get a billion streams and not get a million dollars?” His statement 
reflects the frustration of many artists who feel that streaming platforms profit 
significantly from their work without fairly compensating them. 

 
3.2.2 Disparities Between Major and Independent Artists 
 
The pro-rata payment model tends to benefit top-tier artists with millions of streams, 
leaving smaller, independent artists with very little. This has created a growing divide 
between established artists and emerging musicians who struggle to gain financial 
independence from their music alone. 
 

• Example: While Drake reportedly earns millions of dollars annually from 
streaming on Spotify, smaller indie artists like Zoë Keating have revealed that their 
monthly streaming payouts barely cover living expenses. Keating, a prominent 
independent cellist, publicly shared her Spotify earnings, showing that she earned 
around $1,700 from 1.5 million streams, which is insuhicient to support her 
career. 

 
3.2.3 Lack of Transparency 
 
Artists have also voiced concerns about the lack of transparency in how streaming 
platforms calculate payouts. Many musicians feel they have little insight into how their 
earnings are determined, what share of the revenue is kept by the platform, and how 
much goes to labels and rights holders. 
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• Union of Musicians and Allied Workers: Advocacy groups like the Union of 

Musicians and Allied Workers have demanded greater transparency from 
platforms like Spotify. They argue that artists should have clearer access to the 
data that informs their payouts and a more equitable share of the revenue 
generated by their music. 

 
3.3 Public Conflicts Between Artists and Streaming Platforms 
 
Several high-profile conflicts between artists and streaming platforms have brought 
attention to the broader issue of artist compensation. These public disputes have 
sparked conversations within the industry and among fans about the value of music and 
the rights of creators. 
 

 
                                           (Graph was made with the help of AI) 

 
 
Case Study: Taylor Swift vs. Spotify 
 
In 2014, Taylor Swift became one of the most vocal critics of Spotify’s ad-supported 
model. She pulled her entire catalog from the platform, arguing that it devalued music by 
allowing users to stream it for free. 
 

• Swift’s Stance: In an op-ed for the Wall Street Journal, Swift wrote, “Music is art, 
and art is important and rare. Important, rare things are valuable. Valuable things 
should be paid for.” She believed that Spotify’s free-tier service undermined the 
value of music by giving it away without fairly compensating artists. 

• Impact: Swift’s departure from Spotify drew significant attention to the issue of 
artist compensation in the streaming age. She only returned her music to the 
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platform in 2017 after negotiations ensured that her music would no longer be 
available for free on Spotify’s ad-supported tier. 

 
 
Case Study: Radiohead’s Thom Yorke on Spotify 
 
Thom Yorke, the lead singer of Radiohead, has been another outspoken critic of Spotify. 
In 2013, Yorke pulled his solo work from the platform and described Spotify as “the last 
desperate fart of a dying corpse.” Yorke’s frustration stemmed from the belief that Spotify 
disproportionately benefited large corporations, record labels, and tech companies, 
while leaving artists with minimal returns. 
 

• Impact: Yorke’s criticism resonated with many independent artists who felt 
similarly disillusioned with streaming platforms. He argued that platforms like 
Spotify failed to support smaller musicians, who needed more financial backing 
to sustain their careers. 

 
Case Study: Neil Young and Joe Rogan Controversy 
 
In 2022, Neil Young sparked another high-profile conflict when he demanded that Spotify 
remove his music from their platform. This wasn’t due to compensation concerns but 
rather because Spotify was hosting the Joe Rogan Experience, a podcast Young felt was 
spreading misinformation about COVID-19 vaccines. Young's protest gained widespread 
media coverage, highlighting not only issues related to content moderation but also 
reigniting debates about how much power artists have over their work on streaming 
platforms. 
 

• Impact: Spotify chose to remove Young’s music rather than sever ties with Joe 
Rogan, prompting a broader discussion about the platform’s priorities—whether 
they lie with protecting free speech or prioritizing musicians’ demands. 

 
3.4 Movements for Fair Compensation and Industry Reform 
In response to these conflicts and growing dissatisfaction with streaming models, several 
artist-led movements and campaigns have emerged, calling for reform in how streaming 
platforms compensate creators. 
 
Justice at Spotify Campaign 
 
The Justice at Spotify campaign, launched by the Union of Musicians and Allied Workers, 
has been at the forefront of demanding higher per-stream payouts and increased 
transparency. The campaign advocates for a minimum payout of one cent per stream, 
which would significantly increase earnings for many artists. 
 

• Campaign Goals: 
o A per-stream payout of at least one cent. 
o Increased transparency in revenue sharing. 
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o An end to pay-to-play practices that give major labels an unfair advantage 
on playlists. 

• Impact: The campaign has gained widespread support from thousands of 
musicians globally, shining a light on the systemic issues within the streaming 
model. While no major changes have yet occurred, the movement continues to 
pressure streaming platforms to address artist concerns. 

 

 
Here is the bar chart comparing streaming revenue growth versus artist payouts from 2010 to 2020. While overall 
streaming revenue has grown significantly, artist payouts have remained relatively stagnant. (Graph was made with the 
help of AI) 
 
Artist-Led Platforms and Solutions 
 
In response to dissatisfaction with mainstream streaming platforms, some artists have 
taken matters into their own hands by launching independent platforms or exploring new 
business models. These ehorts seek to provide artists with more control over their work 
and ensure they receive a larger share of the revenue. 
 

• Bandcamp: Bandcamp is an artist-friendly platform where musicians can sell 
their music directly to fans. Artists receive around 85% of the revenue from each 
sale, far higher than the share they receive from streaming platforms. Many 
independent artists have turned to Bandcamp to sell exclusive music, 
merchandise, and tickets to live performances. 

• Blockchain-Based Platforms: Some artists have begun exploring blockchain 
technology as a way to regain control over their work and receive more equitable 
payouts. Platforms like Royal and Audius allow artists to tokenize their music, 
giving fans the opportunity to invest in their songs and receive a share of future 
royalties. 

 
3.5 Future Directions for Artist Compensation 
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As the music industry continues to evolve, the conversation around artist compensation 
is likely to intensify. While streaming is expected to remain the dominant form of music 
consumption, many believe that reforms are needed to ensure that artists—particularly 
independent musicians—can earn a sustainable living from their work. 
 
Proposed Solutions: 
 
1 Higher Payouts per Stream: Platforms like Spotify and YouTube could consider 

increasing their per-stream payouts to reflect the true value of the music being 
consumed. 

2 User-Centric Payment Models: As discussed in earlier sections, shifting to a user-
centric payment model could ensure that smaller, independent artists receive a fairer 
share of revenue based on their audience’s engagement. 

3 Artist-Controlled Platforms: The rise of platforms like Bandcamp and blockchain-
based services ohers an alternative path for artists who want more control over their 
music and how it is monetized. 
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Section 4: Blockchain and Future Compensation Models 
 
4.1 Introduction to Blockchain in the Music Industry 
 
Blockchain technology has the potential to revolutionize many industries, and the music 
industry is no exception. By providing a decentralized, transparent, and secure way to 
track ownership and distribute royalties, blockchain can address many of the challenges 
that artists face with traditional streaming models. These challenges include low 
payouts, lack of control over music rights, and opaque revenue distribution. 
 
At its core, blockchain is a distributed ledger technology that records transactions across 
a network of computers. For the music industry, blockchain allows for the creation of 
smart contracts, which are self-executing contracts that automatically distribute 
payments to artists, producers, and other stakeholders whenever their music is 
streamed, purchased, or licensed. 
 
4.2 How Blockchain Technology Works in Music 
 
Blockchain provides several key advantages for the music industry: 
 
4.2.1 Tokenization of Music Rights 
 
Blockchain allows for the tokenization of music rights, where each song or album is 
represented as a digital asset, or token, on the blockchain. These tokens can be bought, 
sold, and traded, giving artists the ability to sell shares of their music to fans and 
investors. In return, those who hold these tokens receive a share of the future royalties 
generated by the music. 
 

• Example: Platforms like Royal allow artists to tokenize their music and oher fans 
the opportunity to purchase these tokens. Fans who buy tokens then receive a 
percentage of the future royalties generated by streams, sales, and other uses of 
the music. This creates a direct relationship between artists and fans, cutting out 
traditional middlemen like record labels. 

 
4.2.2 Smart Contracts for Automatic Royalty Distribution 
 
One of the most powerful applications of blockchain in the music industry is the use of 
smart contracts. A smart contract is a self-executing contract with the terms of the 
agreement directly written into code. In the context of music, smart contracts can be 
used to automatically distribute royalties to all parties involved in the creation and 
distribution of a song—such as artists, producers, and songwriters—each time the song 
is streamed or purchased. 
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• Example: If an artist has a song with multiple contributors (e.g., a producer, 

songwriter, and vocalist), a smart contract can be set up to automatically pay 
each party their agreed-upon share of the royalties whenever the song is streamed 
on a platform like Spotify or YouTube. This eliminates the need for intermediaries 
like record labels to manage royalty payments and ensures that all parties are paid 
fairly and transparently. 
 

4.2.3 Decentralized Music Distribution 
 
Blockchain can also enable decentralized music distribution, where artists retain full 
control over their music without relying on traditional gatekeepers like record labels or 
streaming platforms. Artists can use blockchain-based platforms to upload their music 
directly to a decentralized network, where fans can access and purchase the music using 
cryptocurrency. This model allows artists to bypass traditional distribution channels and 
keep a larger share of the revenue. 
 

• Example: Audius is a decentralized music streaming platform that allows artists 
to upload their music directly to the platform without the need for a record label. 
Audius uses a native cryptocurrency called $AUDIO to reward artists based on the 
number of streams they receive. The platform provides artists with full control over 
their music rights and a more equitable share of the revenue generated by their 
work. 

 
4.3 Case Studies: Blockchain-Based Music Platforms 
 
Several blockchain-based platforms are already exploring how decentralized technology 
can benefit artists. These platforms are at the forefront of a movement to provide artists 
with more control, better compensation, and a more transparent music ecosystem. 
 
4.3.1 Royal 
 
Royal, founded by electronic music artist 3LAU (Justin Blau), is a blockchain-based 
platform that allows artists to sell shares of their music as NFTs (non-fungible tokens). 
Fans who purchase these NFTs become partial owners of the music and receive a share 
of the royalties generated by streaming and other uses. 
 

• How It Works: Artists upload their music to Royal and tokenize a portion of the 
song’s rights. Fans can then purchase these tokens, becoming stakeholders in the 
song’s future success. For example, if a fan purchases 1% of a song’s royalties, 
they will receive 1% of the royalties generated by that song across streaming 
platforms, radio, and other revenue streams. 

• Impact: Royal provides artists with a new way to monetize their music and engage 
directly with their fans. By giving fans a financial stake in their music, artists can 
foster deeper connections with their audience and receive more equitable 
compensation for their work. 
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4.3.2 Audius 
 
Audius is a decentralized music streaming platform built on blockchain technology. 
Unlike traditional streaming platforms, Audius allows artists to upload their music 
directly to the platform and retain full control over their rights. Audius uses the $AUDIO 
token to reward artists based on the number of streams they receive, and fans can also 
tip artists directly using cryptocurrency. 
 

• How It Works: Audius operates on a decentralized network, meaning there is no 
central authority controlling the platform. Artists can upload their music, set their 
own prices, and earn rewards based on the engagement their music receives. 
Fans can listen to music for free or support their favorite artists by purchasing 
$AUDIO tokens and tipping them directly. 

• Impact: Audius empowers artists by giving them more control over their music and 
providing a transparent system for royalty payments. The platform has attracted a 
growing community of independent artists who are looking for alternatives to 
traditional streaming services. 

 
4.4 Benefits of Blockchain for Artists 
 
Blockchain ohers several key benefits for artists, many of which address the long-
standing issues with traditional music distribution and compensation models. 
 
4.4.1 Direct Payments and Elimination of Intermediaries 
 
One of the primary benefits of blockchain is the ability to eliminate intermediaries like 
record labels and streaming platforms, allowing artists to receive payments directly from 
fans. This means that artists can keep a larger share of the revenue generated by their 
music, rather than giving a significant portion to middlemen. 
 

• Example: On platforms like Audius and Royal, artists can receive payments 
directly from fans or through automated smart contracts. This eliminates the need 
for record labels to handle royalty payments, ensuring that artists are paid faster 
and more fairly. 

 
4.4.2 Transparency and Fair Royalty Distribution 
 
Blockchain’s decentralized and immutable nature ensures that all transactions are 
recorded on a public ledger, providing full transparency in how royalties are distributed. 
This transparency helps prevent disputes over payments and ensures that all 
contributors to a song—whether they are producers, songwriters, or vocalists—are paid 
fairly for their work. 
 

• Example: Smart contracts on blockchain platforms automatically distribute 
royalties to all contributors based on pre-agreed terms. This eliminates the need 
for manual accounting and ensures that everyone involved in the creation of a 
song receives their fair share of the revenue. 
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4.4.3 Ownership and Control 
 
Blockchain gives artists full ownership of their music and control over how it is 
distributed. This stands in stark contrast to traditional record label deals, where artists 
often have to sign away the rights to their music in exchange for marketing and 
distribution support. 
 

• Example: On blockchain platforms, artists retain ownership of their music and 
can choose how to distribute it. They can sell tokens representing shares of their 
music, or oher exclusive content to fans in exchange for cryptocurrency, all while 
maintaining control over their creative work. 
 

 
 
Here is the case study infographic comparing traditional streaming payouts with blockchain-based payouts on 
platforms like Royal and Audius. The infographic highlights the diOerence in payment flows, showing how blockchain 
technology enables faster and more direct compensation for artist. (Graph was made with the help of AI) 
 
4.5 Challenges of Implementing Blockchain in the Music Industry 
 
While blockchain ohers many potential benefits, there are also several challenges to 
implementing this technology on a large scale in the music industry. 
 
4.5.1 Adoption and Scalability 
 
For blockchain to become a mainstream solution in the music industry, it needs 
widespread adoption by artists, platforms, and fans. While platforms like Audius and 
Royal are gaining traction, they still represent a small fraction of the overall music 
industry. Additionally, blockchain networks can face scalability issues, particularly when 
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it comes to handling the high volume of transactions required by a global music 
streaming service. 
 
4.5.2 Regulatory and Legal Barriers 
 
The legal and regulatory framework surrounding blockchain and cryptocurrency is still 
evolving, which can create uncertainty for artists and platforms. Governments and 
industry stakeholders will need to develop clear regulations that protect artists and 
consumers while fostering innovation. 
 
4.5.3 Technical Barriers 
 
Blockchain technology can be complex and dihicult to understand for artists and 
consumers who are not familiar with it. Additionally, there are still concerns about the 
environmental impact of blockchain networks, particularly those that rely on energy-
intensive proof-of-work systems. 
 
4.6 Future Potential for Blockchain in Music 
 
Despite the challenges, many experts believe that blockchain has the potential to 
transform the music industry in the coming years. As more artists and platforms adopt 
decentralized technology, the music industry could move toward a more transparent, 
equitable, and artist-friendly ecosystem. 
 
4.6.1 NFTs and Fan Engagement 
 
The rise of NFTs (non-fungible tokens) in the music industry is another area where 
blockchain technology is showing promise. NFTs allow artists to sell exclusive content—
such as limited-edition albums, digital artwork, or backstage passes—directly to fans. 
This creates new revenue streams for artists and gives fans a deeper connection to their 
favorite musicians. 
 
4.6.2 Continued Growth of Decentralized Platforms 
 
As platforms like Audius and Royal continue to grow, they could challenge traditional 
streaming services by ohering artists better compensation, more control, and direct fan 
engagement. The success of these platforms could push the broader music industry to 
adopt similar technologies and business models in the future. 
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Here is the timeline chart showing the growth of blockchain platforms in the music industry from 2015 to 2023. The 
chart highlights the increasing adoption of blockchain technology by various music platforms over the year. (Graph was 
made with the help of AI) 

 
Section 5: Conclusion and Final Recommendations 
 
5.1 Conclusion 
 
The music industry has undergone a profound transformation over the past two decades, 
moving from physical sales to digital downloads, and now to streaming. While streaming 
platforms like Spotify, Apple Music, and YouTube have made music more accessible than 
ever, they have also introduced significant challenges, particularly when it comes to artist 
compensation. 
 
The pro-rata payment model used by most streaming platforms heavily favors top-tier 
artists with millions of streams, leaving smaller, independent artists struggling to earn a 
sustainable income. This has led to widespread criticism from musicians, with high-
profile artists like Taylor Swift, Thom Yorke, and Snoop Dogg publicly voicing their 
concerns. Despite the growth in streaming revenue, many musicians argue that the 
current system is unsustainable for most artists. 
 
At the same time, emerging technologies like blockchain oher new possibilities for 
addressing these issues. Blockchain-based platforms like Royal and Audius allow artists 
to maintain control over their music, receive direct payments from fans, and benefit from 
transparent, decentralized systems of royalty distribution. While blockchain is still in its 
early stages, it has the potential to reshape the music industry and provide more 
equitable solutions for musicians. 
 



    Evolut ion and Future of  Music Business 

  
NEER BAGERIA 25 

 

 
Here is the futuristic infographic illustrating how blockchain technology can reshape the music industry by 2030. It 
highlights key elements like direct royalties, decentralized ownership, smart contracts, and tokenization of music. 
(Graph was made with the help of AI) 
 
5.2 Key Takeaways from the Research 
 
1 Streaming Platforms Have Transformed Music Consumption: Platforms like Spotify, 

Apple Music, and YouTube have made music more accessible and convenient for 
listeners, but the financial rewards for artists have not kept pace with the overall 
growth in streaming revenue. 

2 The Pro-Rata Model Is Unfair to Smaller Artists: The pro-rata system, which pools 
revenue and distributes it based on total streams, disproportionately benefits top-tier 
artists. Smaller and independent musicians often receive only a small fraction of the 
revenue generated by their music. 

3 Blockchain Ohers a Promising Alternative: Blockchain technology can provide artists 
with greater control over their music rights, faster and fairer payments through smart 
contracts, and new ways to monetize their music through tokenization and NFTs. 

4 Artist-Led Movements Are Driving Change: Campaigns like Justice at Spotify are 
advocating for higher per-stream payouts, increased transparency, and an end to 
practices like payola, which give major labels an unfair advantage. 

 
5.3 Final Recommendations 
To ensure a more sustainable and equitable future for the music industry, several key 
reforms and innovations must be considered: 
 
5.3.1 Reforming the Pro-Rata Payment Model 
 
The pro-rata model should be reformed to provide more equitable compensation for 
smaller and independent artists. One potential solution is the adoption of a user-centric 
payment model, where revenue is distributed based on individual user behavior. This 
would ensure that artists are compensated more fairly based on the actual engagement 
they generate, rather than being overshadowed by the most-streamed artists on the 
platform. 



    Evolut ion and Future of  Music Business 

  
NEER BAGERIA 26 

 

 
• Actionable Recommendation: Streaming platforms should consider piloting user-

centric models to assess their potential benefits for smaller artists. 
 
5.3.2 Increasing Transparency in Royalty Distribution 
 
Streaming platforms should introduce greater transparency in how they calculate artist 
payouts and how revenue is distributed between the platform, labels, and artists. 
Providing detailed reports to artists and rights holders on how their earnings are 
generated would foster trust and accountability. 
 

• Actionable Recommendation: Platforms like Spotify and Apple Music should 
provide artists with access to detailed financial reports that clearly show how their 
revenue is calculated. 
 

5.3.3 Supporting Direct Fan Engagement and Alternative Revenue Streams 
 
Artists should explore alternative revenue streams beyond streaming, including direct-
to-fan platforms like Patreon, Bandcamp, and Kickstarter. These platforms allow artists 
to cultivate deeper relationships with their superfans, ohering exclusive content, 
merchandise, and live experiences in exchange for financial support. 
 

• Actionable Recommendation: Artists should diversify their revenue streams by 
using fan-supported platforms and engaging with their audience through 
exclusive content and personalized experiences. 
 

5.3.4 Embracing Blockchain Technology 
 
Blockchain technology ohers a promising solution for addressing many of the challenges 
faced by artists in the streaming age. By using smart contracts to automate royalty 
payments and tokenizing music rights, artists can maintain control over their music and 
receive more equitable compensation. 
 

• Actionable Recommendation: Artists and platforms should explore blockchain-
based platforms like Royal and Audius, which oher decentralized, transparent 
systems for distributing music and royalties. 

 
5.3.5 Legislative and Regulatory Action 
 
Governments and regulatory bodies should step in to ensure that streaming platforms 
are held accountable for fairly compensating artists. Laws governing music royalties and 
distribution, similar to those applied to radio stations, could help ensure that artists are 
paid whenever their music is played. 
 

• Actionable Recommendation: Policymakers should consider enacting legislation 
that protects artist rights in the digital age and ensures that streaming platforms 
provide fair compensation to musicians. 
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•  

 
Here is the flowchart summarizing key recommendations for the music industry, including adopting user-centric 
models, increasing transparency in payments, exploring blockchain technology, direct-to-artist payments, and 
decentralized rights management. (Graph was made with the help of AI) 
 
5.4 The Future of the Music Industry 
 
The future of the music industry is likely to involve a combination of traditional streaming 
platforms and decentralized, blockchain-based models. As streaming continues to grow, 
artists will need to adapt by exploring new ways to monetize their work, engage directly 
with fans, and advocate for fairer compensation from streaming services. 
 

 
 
Here is the graph comparing the growth of streaming revenue with artist payouts from 2010 to 2020. The gap between 
the two highlights how streaming revenue has grown significantly, while artist payouts have seen only modest 
increases. (Graph was made with the help of AI) 
 
Blockchain technology, in particular, has the potential to revolutionize the music industry 
by providing artists with more control, transparency, and direct access to their audience. 
While challenges remain, the rise of decentralized platforms like Audius and Royal 
signals a shift toward a more equitable and artist-friendly music ecosystem. 
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Ultimately, the music industry’s future will depend on finding a balance between the 
convenience of streaming and the need for fair compensation for the creators who drive 
the industry forward. By embracing new technologies and advocating for reform, artists 
can help shape a more sustainable and fair music landscape for future generations. 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



    Evolut ion and Future of  Music Business 

  
NEER BAGERIA 29 

 

 
Reference Sites and Reports: 

 
• IFPI. (2023). IFPI Global Music Report. IFPI. https://www.ifpi.org/ifpi-global-

music-report/ 
• RIAA. (2023). Music Revenues in the United States. RIAA. 

https://www.riaa.com/reports/ 
• Statista. (2023). Music Industry Overview: Statistics & Facts. Statista. 

https://www.statista.com/topics/1639/music/ 
• World Economic Forum. (2022, March). Charted: The Impact of Streaming on the 

Music Industry. https://www.weforum.org/agenda/2022/03/charted-the-impact-
of-streaming-on-the-music-industry/ 

• The Trichordist. (2021, April 15). Streaming Payout Rates Updated for 2021. The 
Trichordist. https://thetrichordist.com/ 

• Spotify. (2023). Investor Relations. Spotify. https://investors.spotify.com/ 
• Royal. (2023). Buy Shares in Music You Love. Royal.io. https://www.royal.io/ 
• Audius. (2023). Decentralized Music Streaming. Audius. https://audius.co/ 
• Parliament of the United Kingdom. (2021). Economics of Music Streaming 

Inquiry. UK Parliament. https://committees.parliament.uk/work/646/economics-
of-music-streaming/ 

• Music Business Worldwide. (2023). Streaming and Music Business News. Music 
Business Worldwide. https://www.musicbusinessworldwide.com/ 

• MIDiA Research. (2023). Music Industry Trends and Data. MIDiA Research. 
https://www.midiaresearch.com/ 

• PRS for Music. (2023). Streaming Royalties Explained. PRS for Music. 
https://www.prsformusic.com/ 

• Rolling Stone. (2023). Streaming’s Impact on Music Industry Revenues. Rolling 
Stone. https://www.rollingstone.com/t/streaming/ 

• TechCrunch. (2021). Blockchain’s Role in the Music Industry. TechCrunch. 
https://techcrunch.com/ 

• McKinsey & Company. (2021). The Streaming Revolution: Music and Beyond. 
McKinsey & Company. https://www.mckinsey.com/industries/technology-
media-and-telecommunications/our-insights/the-streaming-revolution 

• The Verge. (2022). How Streaming Platforms Pay Artists. The Verge. 
https://www.theverge.com 

• Pitchfork. (2021). Blockchain Technology and Its Role in Music Distribution. 
Pitchfork. https://pitchfork.com/ 

 
Artist Quotes and Public Criticism: 

• Swift, T. (2014, July 7). For Taylor Swift, the Future of Music is a Love Story. Wall 
Street Journal. https://www.wsj.com/articles/for-taylor-swift-the-future-of-
music-is-a-love-story-1404763219 

• West, K. (2020, September 16). Kanye West’s Fight for Artist Control. Billboard. 
https://www.billboard.com/articles/news/9450023/kanye-west-record-
contracts-twitter-tweets/ 



    Evolut ion and Future of  Music Business 

  
NEER BAGERIA 30 

 

• Snoop Dogg. (2022, January 16). How the F*** Do You Get a Billion Streams and 
Not Get a Million Dollars? Rolling Stone. 
https://www.rollingstone.com/music/music-news/snoop-dogg-how-the-fuck-
you-get-a-billion-streams-and-not-get-a-million - dollars-1234685/- 

• Yorke, T. (2013, July 15). Thom Yorke Calls Spotify the Last Desperate Fart of a 
Dying Corpse. NME. https://www.nme.com/news/music/radiohead-13-1242311 

• Byrne, D. (2015, June 15). David Byrne Slams Spotify’s Streaming Model. The 
Guardian. https://www.theguardian.com/music/2015/jun/15/david-byrne-
spotify-streaming-tidal 

• Young, N. (2015, October 27). Neil Young on Streaming and Audio Quality. Rolling 
Stone. https://www.rollingstone.com/music/music-news/neil-young-spotify-
pulling-music-streaming-audio-1242735/ 

• Lorde. (2017, March 14). Lorde on the Need to Tour Non-Stop. New York Times. 
https://www.nytimes.com/2017/03/14/arts/music/lorde-melodrama.html 

 
Academic Sources and Industry Papers  

• New York University. (2021). Music Streaming and Artist Compensation: An 
Analysis. NYU Steinhardt. https://steinhardt.nyu.edu/ 

• Harvard Business Review. (2020, August 15). The Economics of Streaming: 
Music's New Frontier. Harvard Business Review. https://hbr.org/ 

• Deloitte. (2020). Streaming’s Impact on the Creative Industries. Deloitte Insights. 
https://www2.deloitte.com/ 
 

https://www2.deloitte.com/

