
Andre Wallace


1. Critically analyse and review business strategies, challenges and revenue mechanisms for a streaming platform of your choice?

Spotify Technology S.A, founded in April 2006 is recognised as a staple in the global music streaming industry. With over 433 million monthly users, it has become the largest streaming platform to date with over 188 million users signed up to their unlimited subscription. Spotify offers their users access to a library of over 70 million tracks & over 2 million podcasts. Before streaming grew into the mainstream preference for audio listening, the music business model had been based on ownership, meaning consumers had to physically purchase the songs of their choice from stores on CD’s, Records (Vinyl) & Cassettes. This Analysis will evaluate the strengths and weaknesses of Spotify’s business strategy, the challenges they may face as the global music streaming sector expands and their revenue mechanisms.

Through Spotify’s algorithm, user base and powerful brand name it has been able to position itself as one of the leading competitors in the global music streaming industry. In this comprehensive analysis Sletten (2021) explains that Spotify has shown its ability to innovate and has the finances available to act on strategic initiatives. It has the opportunity to lower its cost structure and increase differentiation by capturing users in emerging and existing markets and providing them with exclusive content. The weaknesses in this theory include licencing deals with music rights holders which could dramatically increase the cost structure. Another weakness to this is that Spotify relies heavily on a hoard of user data to provide a personalised experience with its users and any change to data collection policies could pose a serious threat to the company, even with its strong brand name and market position. 

By comparing Spotify’s user figures against its other competitors, it’s evident that Spotify is the number 1 choice for consumers. The biggest challenge for Spotify is that it they are not differentiated from the alternative market options, so users on streaming platforms such as Apple Music, YouTube, Amazon etc. have access to the same product. In his impressive investigation Garcia (2019) explains that another challenged faced by the streaming powerhouse is its dependence on internet connectivity. He explains that the value and benefit of the music streaming service heavily depends on the speed of the user’s internet. For example, in less economically developed countries, slow internet connectivity and relatively high costs could reduce the attractiveness of its service. A serious weakness in this argument is that this problem could apply to all multinational or global streaming services. The clue is in the name, ‘Streaming’ – which is a method of transmitting or deceiving data most commonly in the form of audio and video files from a server to a client (computer device). 

Spotify offers its audio streaming services to both non-paying and paying users. Premium users have unlimited online and offline access to over 70 million tracks, 2 million podcasts and ad-free listening. Premium account holders are Spotify’s main source of income bringing in over £8.5 billion revenue in 2021 (Spotify Technology S.A., 2021) totalling to 88% of their annual take in. Users who do not pay for Spotify’s premium subscription access Spotify through their ad-supported services segment. Users are able to stream music however their have less control with manoeuvring between tracks and their experience may be interrupted by advertisements. The Ad-Supported segment of Spotify reported revenue of £1.2 billion in 2021 (Spotify Technology S.A., 2021) which amounted to 12% of their annual take in.

Spotify has reached the pinnacle of the global music streaming market and solidified its place with its valuable and rare resources, which have allowed them to sustain competitive advantage for the company. However, the content available on Spotify is readily available on any other music streaming service. If Spotify can start to diversify its content to allow differentiation in the current market, the exclusive content they provide can open a new source of competitive advantage.
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