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How can Blockchain benefit the Music Industry?

Blockchain is a modern day developing technology that uses crypto-technologies to transfer, store and collect data digitally. The first regarded use of Blockchain technology was via a digital currency (crypto-currency) entitled ‘Bitcoin’. Bitcoin is a digitally created currency that allows secure and anonymous transactions between two computers (peer to peer technology). In 2008, an article by Satashi Nakamoto (presumed to be a pseudonym) called ‘Bitcoin: A Peer to Peer Electronic Cash System’ describes the creation of Bitcoin and how it’s technology makes use of ‘blocks of transactions linked in chains’ (Gates, 2017). In 2009, Nakamoto’s paper becomes a reality with the first implementation of the Bitcoin network and as a result the first Blockchain. 2015 saw the launch of a new Blockchain network ‘Ethereum’, this network allowed for the development of smart contracts and decentralized[footnoteRef:1] applications. A block is formed after a collection of transactions has been validated, where those transactions are then added to a block. That block is then ‘chained’ to a previous set of transactions and continuous in the same pattern, this routes all the way back to the original block in the chain known as the ‘genesis block’. The common estimation between networks around the security of the data in those blocks, are that for every six blocks chained together, the information within those blocks are then unchangeable, The computing power desired to be able to hack into those blocks is incomprehensible. A decentralized Blockchain gains validation from its users on the network; everybody on that network receives information when a transaction goes forward. There is no central body of power that dictates the transactions being put forward. This observational freedom, can solve the issue of double spending as a result of this, people will be able to see if someone is trying to steal (anything of value). Everybody has to agree on a transaction for that transaction to be valid. If somebody has attempted to purchase something, and the amount of currency they tried to pay was not enough to the desired cost, then that thing will not be accessible. A feature called Smart Contracts can also control the release of an item to somebody. A Smart Contract is a contract that is written digital code; any information written in that code (release date, cost of item, who can access that item) will be secured and verified. The contract can be self-enforcing so that an item (thing of value) will not be transferred to somebody without matching the desired code information (not paying the right amount for that item), and everyone on the network will be able to see when that item is then purchased and who then received that item. Companies are starting to grasp the potential power of Blockchain technology and are rapidly changing mindset to adapt towards a new technological future. [1:  A system without a single ‘central’ authority] 


One of the recent problems that has arisen for artists, songwriters, record labels (etc., etc.) in the music industry is that of royalties from streaming services such as Spotify. Album releases are now generating a lot less revenue due to the fact that the majority of music listeners make use of streaming services, where the customer pays a monthly fee to use the service which features a large selection of music. Customers can listen to a whole album without actually depositing money on that sole release. Streaming services have helped dramatically reduce the issue of piracy in musical downloads, a report from YouGov shows that ‘10% of Britons illegally download music, down from the 18% who said they pirated in 2013.’ (Shepherd, 2018). However, even with the reduction in illegal downloading, there’s still the lack of control over royalty rate in response to music content streamed. An online article from Digital Music News in 2018 shows the decline in Spotify’s royalty payout compared to their revenue being on the continuous increase. The article states that artists would earn £0.00011 in mechanical payouts per day, and 703,581 streams would equal to around £78 royalty rates received. This is the rate for a single track, and this is a decreased rate since 2016. Therefore, artists are earning less each year from streaming services yet companies such as Spotify are earning more. This is making it more and more challenging for artists to make a living without touring and performing all year long just to be able to ‘pay the bills’. Other difficulties artists face in the current world of the music industry, is that of Music Licensing and Rights. 2017 saw artist Drake get taken to court over a sample used in his song ‘Pound Cake / Paris Morton Music 2’. The sample is from Jazz artist Jimmy Smith’s ‘Jimmy Smith Rap’. Drake does not change much of the sample taken from Jimmy Smith’s song, making only a few minor edits. The confusion occurs over the licensing agreement for the use of the song sampled. Drake’s label licensed the song to be sampled from. However, the label did not obtain a license over the composition itself. Before the release of the Drake song, ‘Jimmy Smith Rap’ wasn’t registered and licensed as a composition, but upon the Jimmy Smith estate (family, friends, etc.) hearing Drake’s use of the sample. They decided to license the original song as a composition and then take Drake to court. Drake won the case on several different factors over ‘fair use’ of the sample, one of these factors touching on the market that the Drake song would be appealing to. Jimmy Smith’s song appeals to a Jazz audience, but as Drake edited out the word ‘Jazz’ from the original sample, this then lowers the chances of the Hip-Hop song appealing to a Jazz market. This begs the question over the fairness of the Jimmy Smith estates action to quickly acquire licensing over a song that wasn’t originally licensed as a composition. This also brings into conversation just how confusing it is to easily see just what licenses are assigned to a song. Streaming royalty revenue and licensing laws can be assisted with the use of Blockchain technology. 

The previously stated examples of difficulties that occur for artists in the music industry have potential for great resolution thanks to Blockchain technology.  With the creation of the Ethereum network, music businesses (record labels, publishers, etc.) have the opportunity to make use of the Blockchain and smart contracts so that there’s more of a solid access to music related database information, rights ownership and royalty distribution. In 2017, Spotify agreed to pay the NMPA (National Music Publishers Association) a fee of $30 million, over a case regarding Spotify having unpaid royalties. However, Spotify held onto the money, as they had no clear direction of whom they were supposed to pay. This case can be prevented from happening again with the right application of Blockchain. Right now, the current state of Spotify has millions of paying subscribers and millions of songs accessible with very little control over the outward direction of who has access to the music, statistical analysis over play count of songs is viewable, but the fairness over payment to play count ratio is causing a lot of difficulties in the industry. With the wormhole that has to be climbed through to find who owns the rights to which pieces of music, making it difficult to find the right licensing required for distribution. With Blockchain involved, a song could have all the required data assigned to it so that Spotify can see who owns that song, what percentage of rights are applied to that song, and what royalties need to be paid out accordingly. Regarding the payment to NMPA, if Blockchain was involved in that case in regards to Spotify trying to find who to pay, a simple verified chain of information (a Blockchain) could be directed to which party from the NMPA are needed to be paid. A decentralized network can allow everyone to have access to information, therefore having information openly stored and making it less likely that information can be misplaced. As a result of this $30 million fee that has been landed on the company, Spotify teamed up with Blockchain start up company Mediachain Labs to develop a way for fair royalty distribution and ease of access to information such as rights ownership entitled ‘Mediachain’. What Mediachain brings to Spotify is the access of fair royalty distribution to artists and rights holders, ensuring that the right stakeholders are paid properly. Providing that this technology is applied appropriately, Spotify can truly solve the issues that occur regarding the state of their business and fairness towards artists’ payments on possibly the biggest music platform in modern day. What Mediachain Labs are developing can benefit the music industry, taking away a centralized ledger and making information nearly impossible to lose and allowing a regain of trust towards musical content data storage.

The Drake case is also one that could have been resolved sooner or potentially not even happened at all with the right usage of Blockchain technology. If a Blockchain is applied to a song, that song can contain exactly who wrote it, which musicians were involved in the recording of the song, which studio the song was recorded in, the family members of the songwriter, etc. Every possible desired bit of information towards that creation can be stored on the Blockchain, therefore if Drake wanted to remix, sample, make an edit of a song, all he would need to do is to gain access to the songs chain of information regarding the licenses owned and apply for it accordingly. If the estate (relative to this particular case) then wanted to apply rights over access to that song (audio recording in this example), the Blockchain can say what the original intentions of the recording were, so for the Drake and Jimmy Smith estate case, the Smith estate would see that the ‘song’ wasn’t originally intended to be a composition or a ‘song’, therefore there’s nothing to be gaining rights to. A Blockchain could also provide the accurate and ease of information for who the original owners of rights and licenses are, making it less complicated to apply for usage of a sample. 

Mediachain Labs are no the only company trying to make life easier for artists and music industry professionals. Singer/Song-writer Imogen Heap is developing her own Blockchain fuelled start-up company entitled ‘Mycelia’. The aim of Mycelia is ‘to empower a fair, sustainable and vibrant music industry ecosystem involving all online music interaction services’ (Mycelia, 2016), simply put Mycelia is a platform of research and development towards creating new technologies in the music industry. LOAS (Life of a song), a project that’s intention is to show everything there is to know about a song, who wrote it, who’s remixed it, where has it been played out, what cities or countries play it the most. To really get to know the economics of a song, what it’s revenue streams are, the sync deals that song has been involved with, what are the copyrights assigned to the song, contracts, licenses and percentages of royalties and ownership. So far this project has only been used on the 2005 song ‘Hide and Seek’ (written and performed by Imogen Heap), the webpage of LOAS for ‘Hide and Seek’ contains an interactive interface that allows overviews of what global revenues were earned per year in the main sources of income (live, sync, digital, broadcast, etc.). This project has potential to really bring new life to what a song represents, people who desire to see the full history of a song with the entirety of information attached to that composition, will be able to do so. 

Another music focused Blockchain project entitled ‘Ujo Music’, soul purpose to essentially bring the power back to the artists and fans, with a decentralized system that allows artists to digitally have control over their music rights and metadata. All information of their music shared in an open and trusted space connecting musicians with fans, taking away the middleman (record labels). Payment from fans is made directly to the artists for their music via use of smart contracts and cryptocurrencies. ‘Ujo Music’ having the main drive for their company to bring control and freedom back to the hands of the artists.

Looking at a few examples of the issues in the current music industry, and how Blockchain can help change that is still purely hypothetical. A lot of these start-up companies are still not getting a lot of recognition or media coverage as of yet. Blockchain technology itself is still quite an unheard of technological movement at the moment, Bitcoin cryptocurrency itself is known worldwide, but the majority of people are not sure about the technology behind it. The argument against Blockchain potentially changing the music industry completely is that of the question of jobs. If companies such as Ujo Music started to succeed in their mission and gained a lot of new artists to their platform, artists with a lot higher popularity (chart topping) may divert significant traffic away from the major record labels, so much so that maybe there would be no need for record labels one day, taking away a lot of jobs. As it stands it seems artists are starting to care less about being on a major record label, and more about having the freedom to be the artists that they want to be, to engage with their fans, people that care about their content. The dream for a lot of artists is to be able to be financially solvent from creating the music they want to create. Blockchain technology will be able to help bring a new level of control over what information can be obtained about music, with all the supporting information alongside that (rights, stakeholders, licenses, etc.). The big question is regarding that of the major record labels and whether they are simply too powerful to even give artists a hint of control in the music industry. Contracts and data within those contracts will potentially more concrete than ever before, greater ease of access to that data, will ensure that artists will find it even more difficult to get out of working with a label if they wanted to become independent from label ownership. It’s without question that the music industry will feel an impact from Blockchain, what the established companies in the music industry need to be doing in regards to this, is not worrying about changing or losing jobs, but more of changing mindset to adapt to this advancement in technology. Spotify have demonstrated that change in mindset with Mediachain, moving along with the times and having a firm foot down in the future of the music industry as mankind moves into the digital age.
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