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1. Introduction 

Blockchain has been a very particular topic of conversation in these recent years. Described as a technology disruption as well as a digital revolution following Bitcoin, Blockchain is a powerful shared global infrastructure created in 2008 in response to the economic crisis. It’s a database where records of value and transactions are stored that removes the need of centralized institutions. Its core idea is to promote a system of trust and transparency between people with no intermediary in the middle. It’s slowly but surely becoming a threat towards institutions in the music industry, which include publishers and major record labels. 
10 years followed its inception; more people are starting to understand its concept and innovative solutions especially in the Music industry, specifically regarding the delicate topic on artists’ royalties and payouts. According to Engebretsen, Andreas (2018), revenue numbers of companies such as Spotify have reached a new record, but recording artists and musicians ‘are still facing issues in regards to rightful payment.’ If we look back to many years ago, artists had more insight into their earnings with physical sales such as cd’s or vinyl as they accounted for the majority of the industry’s revenue and today’s instant income source for artists on tour. As time went on, the industry started seeing a shift from sales into license-deal revenue, which involves a complicated royalty calculation and agreements (that most of the times are not accurate), and of course, the lack of consumers’ willingness to pay for music due to free streaming. Engebretsen, Andreas (2018) describes one of the problems being ‘the hierarchical structure and relationship between parties’ (i.e. the artist vs. the label). These agreements made by intermediaries (Spotify, Itunes, Applemusic etc.) make it more challenging for musicians to know the value of their work and how much it’s generating for them. 
Blockchain has the potential to slowly alternate the current position of musicians, by bringing more transparency towards intermediaries’’ database, though the industry hasn’t quite adopted this method as of yet. Not only it has the capability to change the music industry, but also disrupt a variety of other platforms. This database is still facing its challenges that are resulting in a slow transition, such as the skepticism of powerful labels and their fear of losing control.  This will be further discussed throughout this essay as well as other important factors, such as the valuable propositions and opportunities that Blockchain can bring to musicians.
It will also explore in more detail the most recent acquisitions of Blockchain firms by major intermediaries in the industry and analyze its advantages and disadvantages.


2. Opportunities- Who acquired Blockchain?

As mentioned, one of the strengths of Blockchain evolves around decentralization. While Bitcoin works around multiple ledgers, Blockchain is maintained on a single shared ledger, which means that people do not have to give up control and can collaborate with third parties at a faster pace. Singer- songwriter Imogen Heap’, a huge supporter of Blockchain herself, released her song ‘Tiny Human’, which was the first song to distribute automatic payments via a smart contract through Ujo Music; beginning at £120 worth in downloads, turning into £30,000. Heap, Imogen (2018) states that an agreement is automatically triggered, involving everyone in the creative process of a song, which will make payment to the artists more accessible, cleaning up the value chain with no intermediaries. Hu, Cherie (2018) commented on the legal advantages of smart contacts in the industry such as automating rights management, ending the need of courts to settle disputes as well as eliminating the need for litigation, and even perhaps the need for real lawyers. 

 Recent Blockchain based platforms for artists aim to sell their music directly to fans. Raine, Michael (2017) mentioned that Blockchain has already taken a step forward in regards to turning artists’ fans into active promoters, offering them access to their music as a reward for their predisposition. Fans are not just spectators; they become the artists’ investors. One main marketplace is mentioned, called Musiconomi. It’s a Blockchain based marketplace and already a major example of the process created by Brian Byrne, where fans take an active role in sharing and promoting music for indie artists.  Artists have control of the distribution of revenues and fans acquire tokens, which they spend when they share the artist’s music on social media. This is followed by a determined portion of the token going back to the user who originally shared the music. The whole process brings out an incentive to the artists’ fans as they become more involved with the artist’s’ experience as well as bringing a new level of importance to their role in Blockchain. 

Another initiative that looks at the value of crypto currency in Blockchain is Dot Blockchain Media (dotBC) founded by Benji Rodgers (Raine, Michael 2017). This one suggests that their focus is the development of a new Blockchain based format and turning it into the industry’s digital standard, thus replacing WAV files. This also includes the ‘format being uploaded on streaming devices and work as both audio files and smart contracts (which will have embedded information on rights holders)’.  This could potentially lead to more transparency in regards to royalty collection for artists and solve the issue of broken mega data, which currently fails to keep accurate records from creative work. For example, when it comes to streaming services like Spotify, the metadata from the closed digital files sent by labels could potentially be wrong hence leading to missing or create inaccurate payments.  The process to remove and correct the data of a track is long and time consuming and will actively affect the artist. DotBC method involves independence and digital control for right holders who would be able to view and amend the data themselves.

It’s been known in the recent years that Spotify isn’t giving artists their fair share for their work. In 2016, Spotify settled a licensing dispute with NMPA over unpaid royalties due to their failure to obtain mechanical licenses, which are a major liability to streaming services and lead to inaccurate payments to artists (Sisario, Ben 2016).  Seghal, Kabir (2018) states that Taylor Swift’s song ‘Shake it off’ earned between  $280.000 and $390.000 even with an outstanding 46.3 million streams. Aaron, Matt (2018) discussed how Spotify royalties worked on his Blockchain 2025 podcast and he mentioned that when an artist reaches 1 million streams, it’s important to note that each stream is equivalent to about 5 cents. Therefore the total revenue would be sole amount of something under $5000. For every dollar of that revenue, the artist takes 25 cents if signed to a major label, 40 cents on an indie label and 60 cents as a self published artist. Overall, Spotify still takes a huge cut out of artist’s work no matter the deal. In order to change that around, in 2017 Spotify acquired a firm specializing in Blockchain technology called Mediachain. According to Music Business Worldwide (2017), Mediachain launched a ‘world class Blockchain agenda for a better data management to improve the music industry’. This acquisition will lead to the improvement of technology for artists and right holders as well as enabling a more efficient and sustainable model. Similar to Musiconomi, Mediachain prototyped its own crypto currency to reward artists. Another opportunity that arises from this team up is the chance of a recently created community like Blockchain to create a bonding with mainstream platforms, artists and listeners, which will lead to more intermediaries to follow and share its vision. 

Spotify hasn’t been the only company adhering to the opportunity of Blockchain.  In 2017 it was announced that performance rights organizations ASCAP, SACEM and PRS For Music would be working together with the goal of jointly building a blockchain based system and improving the music copyright management (Music Business Worldwide 2017).  This system aims to link both ISRC (International Standard recording code) and ISWC (International Standard Work code), which will improve the process of royalty matching, reduce database errors and costs, and speeding up the licensing process.  









3. Disadvantages and implications

Although Blockchain exhibits opportunities towards the industry, there are still several issues and disadvantages which are yet unresolved and will make full acceptance of its technology more challenging and difficult. 
One of the main ones involves lack of privacy. As previously mentioned, Blockchain is decentralized and maintained on a single shared ledger, which means all information is accessible and visible by anyone who shares the system. Gates, Mark (2017) suggests that every transaction is published and an entity can be linked to a specific account and it raises concerns to members of the music industry such as cyber crime and theft. However, Zheng, Zibin (2018) provides a possible solution towards this issue, which is mixing. It’s a service that provides anonymity and uses a third party to break down the connection between two addresses during a transaction. But although theft and piracy can be detected, it cannot be prevented as of yet, as algorithms theoretically can be hacked. 

Security methods will also make it challenging for Blockchain to reach mainstream industries. Gates, Mark (2017) refers to Blockchain assets as being cash and once it’s lost, it’s definitely gone as passwords cannot be restored in comparison to using third party intermediaries like banks. These platforms aren’t particularly user friendly and payments that require crypto currency are making the adoption of Blockchain a lot more challenging. Most people nowadays aren’t familiar with the concept of this currency, which discourages them from actually engaging with the idea. Not to mention the fact that Blockchain technology hasn’t necessarily been applied to the real world as of yet despite the recent acquisitions from music companies. Blockchain’s potential is still theoretical and just because its technology is more advanced, doesn’t mean that artists will want to use it. 

O’Dair, Marcus (2016) comments how Blockchain technology is perceived as a threat by music labels so its introduction is likely to be resisted. It wouldn’t be easy for an artist who’s already part of a major label’s back catalogue to adhere to its technology as it would be for an independent artist, and in order to reach mainstream, Blockchain would need high profile artists to get involved. A single ledger provides a simple two-way scenario for Blockchain technology and is able to authenticate the author’s ownership but music rights often don’t work like that. Raine, Michael (2017) comments on how most licensed songs involve multiple writers and performers (i.e. bands and signed major artists), which would make transactions more complicated and much slower with Blockchain technology. In order to get songs legally processed into Blockchain systems, the approval of all rights holders would have to be required and according to De Leon, Ignacio et. al (2017), the creator of the register may not be the rightful owner, which means the creation in question could potentially be stolen. Thus it is unclear whether Blockchain could solve the issue of rightful ownership and intellectual property. As a potential solution, De Leon, Ignacio et. al (2017) further adds that digital signatures could be used as a form of proof of rightful ownership thus institutions would need to be reformed. But it is also likely that due to the increase of Blockchain registry for self authorship, it could potentially lead to a ‘first to file’, which means the artist who first creates a digital signature is the rightful owner. At first glance it may not seem like a major issue, but if we look at the big picture, it could lead to turmoil of lawsuits between rights holders and artists, or even between artists themselves. 
At this point in time it’s believed only independent artists would make best use of Blockchain technology, as there’s only one right holder with no intermediaries involved. But Raine, Michael (2017) also mentions that even though this would be an opportunity for independent artists to use the system, it would create a market place problem, as the system would become more valuable. A market place is challenging to create and requires a bigger scale which major labels and publishers could provide, but they’re the least likely to enter due to the fear of losing their importance in the industry. Also unfortunately there’s not enough demand of independent music nowadays to make Blockchain viable. 

Smart contacts are perhaps the subject where there’s more scepticism when it comes to Blockchain as it’s yet seen as a liability. One of the reasons being due to the fact that it’s an algorithm and lines of code that can automate transactions and split payments between artists and rights holders. Another reason of making the industry sceptical is the lack of human interaction that smart contracts have which contradicts with the values of the music industry, as it’s still a business of relationships, despite the digital era in which we all currently live in.  Hu, Cherie (2018) states that another part of the problem with smart contracts is their incompatibility with the industry’s complex processes, especially when it comes the digital area in music. Its intent of being a simple method becomes unrealistic to the eyes of many members of the music business. Hawn, Mathew (2016) stated that music remains as being one of the most complicated environments for copyright and the challenge with using Blockchain is not technological but it’s due to a set of business problems. Hu, Cherie (2018) further mentions how a simple act such as streaming a track on a platform such as Spotify takes place conjoined with a variety of agreements and these not only have a long negotiation period but also are costly. These include the familiar end-user agreement between the listener and the streaming platform, the agreements between the major labels/publishers and the platform in regards to the sound recording and musical composition, statutory licenses and so on…
















4. Conclusion- Do we need Blockchain?

Blockchain shows promising features that could change the way we look at royalty payments and where artists stand in the industry, as it is clear that several organizations have already adapted and slowly transitioning to its technology. Although it is yet unclear whether will get a permanent stamp on it. It’s easy to get caught in the hype of new technology, especially when it comes the artistic industry. The most powerful labels still play a major role in the business and in order for Blockchain to expand; it needs their support and collaboration.  But at this point in time, it’s still unlikely that they’d be interested in losing its role as an intermediary for the artist. While Blockchain plans to achieve an open database, record companies still hold interest in keeping deals secret. Thus the music industry won’t be 100% transparent and fair as long as major labels and publishers continue to control the industry.  
As much as Blockchain’s promising opportunities give back control to the artists, it’s important to still acknowledge the importance of the roles besides performance and songwriting. They’re still essential in terms of handling important business functions while artists focus on creating. Jacobson, Erin (2018) states that there needs to be a centralized body to oversee the database and discern correct data when there are inconsistencies. The music industry needs a database with correct and cohesive information in order for transparency to increase. Based on the knowledge that Blockchain is in fact a database for computer-based technology, it’s important to add that the human element still plays a crucial part in the business. The music industry is a business run by people and bonded by relationships, and Jacobson, Erin (2018) further adds that a winning proposition can only be achieved ‘if the technology of Blockchain supports the structure of the people within the music business’.  The potential of Blockchain has just recently started to be explored and the few organizations that have adhered to it are still on its beta form. Its adoption won’t happen overnight and most probably reach mainstream in the next 10 years.  But despite the barriers and although it faces a slow transition, Blockchain has the potential of not only solving the current issues in the music business, but also to open the door to an array of opportunities to anyone involved.
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