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Entertainment has always been one of the basic needs of humankind, and in today’s world, it has become even more relevant (Tayeb, 2018). The audio entertainment industry thrived on this fact as people like to listen to music and news on the way to their offices or homes, at the gym, in the restaurant, and pretty much everywhere else. But the mainstream audio entertainment industry was turned upside down in the wake of the COVID-19 pandemic. Despite the trying times, the industry now seems to be getting on its feet again, embracing the changes the pandemic has forced upon the world (Cole, 2020). One of these changes is relying on the digital version of entertainment as the mainstay of the industry. Sure, this trend was being set for a long time now, but it has gained enormous pace due to the pandemic and has as well brought along some opportunities and challenges for the industry. “Spotify” company has been selected to complete this report. This essay aims to analyze the changes that the company is going through due to the pandemic.  


[bookmark: _Toc59819634]A Critical Analysis of the Changes that “Spotify” has Made Due to COVID-19 
Companies like Spotify are at the forefront of the audio entertainment industry, and like everyone else, they had to adjust to the new normal to thrive in this catastrophic global economic downfall (Cole, 2020).
[bookmark: _Toc59819635]Brief Overview of “Spotify”
Spotify is a music and podcast streaming company based in Sweden. It was established in 2006, launched in 2008 in Sweden and now it provides audio streaming services worldwide. The audio streaming service boasts a monthly user base of over 320 million and around 150 million out of those 320 million subscribers are paid ones. In 2020, Spotify projected its revenue to be over 7 billion Euros (Spangler, 2020).
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Figure 1: Logo of "Spotify" (Wordsmith and Parker, 2020)
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The following is the PESTEL analysis of the company in the recent COVID-19 situation which will help to understand the environmental changes -
Political: Political environment of countries that Spotify has expanded its business into has a huge impact on the operations of the organization. The pressure to align with different policies from different governments in every country might be deemed tiresome (Surjan, 2020). Moreover, political pressure can also be created by competitors already operating in a local market. An example can be made out of the organization’s failed efforts to make its way into the Chinese market, as the political scenario in China was unfavorable for such penetration. Expanding business during COVID-19 has become more difficult. 
Economic: The economic factor that impacts the business of Spotify the most is the pricing strategy. Spotify adopted a very competitive pricing strategy which aided in its acquiring of a huge user base. The prices and offers from Spotify beat the same from other competitors like Amazon and iTunes very easily considering the good services that Spotify offers (Spangler, 2020). But there is a flip side to the coin also. The global recession caused by the pandemic is not at all encouraging people to continue spending money on items that may be deemed ‘not essential’, like streaming services.
Social: Spotify has been expanding into different countries with diverse cultures and choices. To have a successful penetration in a new market, they have to analyze and understand what the people of that specific culture would or would not appreciate. Wrong analysis of this factor may lead to disastrous decisions which may cause the collapse of the entire business in that country.
Technological: As a digital-technology based company, Spotify has always enjoyed the benefits of being technologically sound. Utilizing the data collected from users, Spotify was able to curate more specific playlists and advertisements for them, which made the experience better for the customers of the company. However, the recent COVID-19 situation is demanding to invest more in technology as the company needs to develop an updated version of its app (Hall, 2020). 
Environmental: Natural environment has little impact on a tech-based company like Spotify. Still, the company has teamed up with Google, managed to use Google’s server, and in turn help neutralizing its impact on the environment, as Google uses one hundred percent renewable energy. This step has put them in the good books of the environmentalists and helped a lot in creating an environment-friendly image of its business (Slattery, 2020). But despite all these, Spotify could not emerge unscathed from the global crisis of COVID-19. Every economy that Spotify is involved with got hit badly, and they had to adjust their strategy to keep the business afloat.
Legal: This factor has the greatest impact on the business of Spotify, as the laws regarding copyrights of intellectual properties are the ones upon which their business hinges. This dependence makes its business model vulnerable. As Spotify doesn’t own the copyright of the majority of contents it streams, any unfavorable changes in these laws may shrink their profit margin considerably. 
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A SWOT analysis for Spotify is laid out below.
Strengths
Freemium Model: Spotify’s business model was based on free users. This, combined with the premium quality of music that is available for free on Spotify ensured the explosion of subscribers for Spotify. Today, Spotify has the largest user base in the industry numbering more than 320 million worldwide (Spangler, 2020).
AI and Machine learning: Spotify’s cutting-edge algorithm automatically sifts through zettabytes of usage data to continuously update and curate music that is following users’ preferences.
Owning Rights: Spotify made deals with companies and individual artists to acquire podcasting rights for their works in exchange for royalties. This gave them an exclusive opportunity to present the listeners with music that is not available elsewhere, boosting their subscriber base.
Weaknesses
Poor Internet Connection: Using Spotify is dependent on having an internet connection, which rules out a few areas on the globe where the company would not be able to expand into yet due to no or poor connectivity.
Advertisement Based Profit: Spotify’s initial business model was based on zero profits from users, rather than on profit from advertisements (Surjan, 2020). This made them suffer when the pandemic hit.
Opportunities
Optimal Position to Dominate the Industry: Spotify currently has the biggest user base compared to its competitors. If it can maintain the edge onwards it is sure to dominate the online audio streaming industry indefinitely (Slattery, 2020).
Huge Potential in New Markets: There are still some countries where Spotify has not opened their services. Markets like Asian countries, apart from India, are still green regarding online music streaming service. 


Threats
Data security: More and more people are becoming concerned about data security (Morrison, 2017). Big names like Adobe and Apple have bitter histories with data security, so Spotify must keep its eyes open for this threat to keep up its reputation.
Competition: Some big names like Google and Apple are also in the same business as Spotify is. Google has its Google Play Music, as Apple its iTunes (Cole, 2020). Furthermore, products like Amazon’s Alexa can easily be adapted to get services similar to that of Spotify. All of these companies are giants which can prove to be a very tough competition for Spotify.
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Initially, Spotify was following a business model where it depended on free subscribers and revenues from advertisements. But this model started to show drawbacks once the economy was hit hard by the COVID-19 pandemic and lockdown started to come into effect worldwide (Hall, 2020). To cope with the situation, Spotify took steps towards some major changes in their business model and gained back the lost momentum.
Before the pandemic, Spotify had already begun the process of distributing their concentration evenly between their Freemium services and paid subscription. But they still were leveraging more on the revenue generated by commercials, rather than direct earnings from subscriptions. This costed them dearly when their revenue plummeted during the pandemic crisis, as the advertisers were pulling back because of the hit they took. It was then they started shifting their focus towards paid subscription solely and brought some major changes in their business model. They started signing up celebrity artists to produce podcasts exclusively for their platform, effectively becoming the producer of original contents (Slattery, 2020). These original contents were available only to the paid subscribers, which attracted more paid subscribers than ever. As a result, Spotify managed to sign up over 6 million subscribers in the first quarter of the pandemic year, exceeding the forecasts and expectations.
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The adjustment of strategy forced some other changes in their service model as well. Spotify used to acquire rights for already produced works, whereas now they are leaning more towards having exclusive contents that will be available only to the paid subscribers of Spotify, not even as records. This gave dedicated followers of celebrated artists no other choice but to subscribe as their works were exclusive to Spotify only. This model also gave more room to breathe for Spotify in terms of sharing revenue. As in the previous arrangement, Spotify had to give away up to 70% of the revenue to the company from which they had acquired rights, and a fraction of that used to reach the artist (Spangler, 2020). In the new setup, as there is no middleman, Spotify can easily send bigger cheques to the artist all the while keeping more for themselves than they ever could.
[bookmark: _Toc59819640]Product Portfolio Strategy of the Company
Spotify has taken the initiative of limiting the usage of Freemium users after a trial period to experiment the turnover rate from Freemium to paid subscribers. And the results have motivated them to remodel their strategy to maximize turnover. They have started the process of making contracts with relevant device manufacturers like smartphone and smart television companies to include Spotify in their product from right out of the box as a default (Cole, 2020). Like an iPhone has iTunes from the beginning for free, the same way some new generations of smartphones would have the Freemium version of Spotify in the device for no extra price. This strategy would surely boost the user base of this giant even more.
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Spotify has currently over five thousand full-time workers in different countries. Their projected hiring rate was revised due to the pandemic and the new projection was about 15% lower than that of earlier. But as their new business model saw success, they are looking forward to hiring more employees in the following year.
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CSR has always been an integral part of Spotify’s operational processes, and during the pandemic they increased their CSR activities keeping up with the tradition. They matched dollar for dollar with donations given by numerous charitable foundations for a staggering amount of 10 million USD, putting up a total of more than 20 million USD in donations for the frontline workers in the COVID-19 crisis (Perez, 2020). Their operational process included welfare funds for employees as well. All of these processes fed back to the acceptability and reputations of the company, which further increased their revenue.
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The changes made by Spotify was thought up with enough consideration to sustain them in the long run. Similar strategies were tested and successfully adopted by other tech giants like Netflix. The result of Netflix’s strategy is evidence of the soundness and sustainability of this business model. Having ownership of creative contents can give unparallel liberty and opens up financial potentials (Guy, 2016). The positive reflection of the new action plan is already visible in the revenues of Spotify. It is undoubtedly the path forward for this audio streaming giant, and it is safe to assume that the changes made will be sustainable in the upcoming future.
But a prudent recommendation can be made to keep the organization on the safe side and in the black, that is, it must keep innovating (Tayeb, 2018). It is the only way to always stay ahead of the competition. The volatility and dynamic nature of the tech-based industry offer everyone a chance to accept changes in technology. Those who move first to embrace the new techs and integrate into the operational matrix of the organization would be able to offer something new to the customers in every instance, and this fresh feel along with the excitement of finding what’s new will not only keep the customers onboard but also keep new customers streaming in (Guillen, 2020). This is positively the best way of sustaining the position of industry leader for Spotify.


[bookmark: _Toc59819644]Conclusion
To conclude the brief discussion, it can be said without doubt that the changes Spotify brought in their business model and operational strategy were necessary and appropriate in the changed condition of the post-pandemic world. As the reality of our life has changed for good, people’s choices about lifestyle have changed as well. In this new normal, the general people are leaning onto technology and the internet more than ever before, and hopefully, the newly adjusted business strategies will help Spotify thrive in this new reality indefinitely.
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