Name: John Uwejeyah
Student Number: 1808801
Module Title: Legal and Business Affairs
Module code: BMTY 7002

The implication of Blockchain on the music and entertainment industry




[bookmark: _gjdgxs]
Overview 
In this essay, I will be writing about how blockchain technology maybe affects the music business landscape. I will be looking into the definition of what Blockchain is and what three parts it is broken down into. I will also be taking an in-depth look into history of Blockchain, where it came from, how it was created and who created it, up until what version we have of it now. After writing about the history I will be looking at the commercial uses of Blockchain, example being how Blockchain was instrumental in the creation of cryptocurrency  and how it works with in the realm of Blockchain. I will also be looking at the  legal implications of Blockchain on the music and entertainment industries. I will be taking an in-depth look into smart contracts, intellectual property, copyright and Jurisdictions. Finally I will give my summary on blockchain, the pro’s and con’s and potential pitfalls 

The legal implications of Blockchain on the music and entertainment industries question will look into how it may affect the intellectual properties of producers of music, publishers and the music industry as a whole.
Definition of Blockchain
Although the name Blockchain may sound like a foreign language to most, it can simply be explained by calling it a digital record of transactions. The name Blockchain explains itself, it comes from “its structure, in which individual records called blocks are linked together in a single list called a chain”. (TechTerms, 2018)
The Block part of Blockchain can be broken down into three parts,
1. The first part is to help store information about a transaction. Some examples of this would be the time and the amount that was purchased let's say from eBay. (Fortney, 2018)
2. The next part is the storing of information of the participating parties involved. With Blockchain instead of using your real name to purchase items, your items will be recorded without any identifying information. A digital signature of sorts will be used instead an example could be a username. (Fortney, 2018)
3. The code that is used to store the unique data in blocks is called “hash” this basically helps us tell it apart from other blocks. A single block on a Blockchain can store thousands of transactions. It can actually store up to 1 MB of data.   (Fortney, 2018)
History of blockchain 
A “chain of blocks” was first mentioned in 1991 in journal name “How to time stamp a digital document”. The journal discussed implementing a system that documents could be timestamped so they could not be tampered with. (Haber and Stornetta, 1991) in under a year Haber, Bayer and Stornetta had made major improvements to their system by allowing several documents certificates to be collected into on block (Bayer, Haber, Stornetta, 1992)  
The next and most important phase of Blockchain was in 2008 when it was first conceptualised. In 2008 a person or a group called Satoshi Nakamoto released which can only be described as the game-changing white paper called "Bitcoin: A Peer to Peer electronic cash system". (Nakamotoinstitute.org, 2018) Blockchain helped the creation of a new digital currency. The first of its kind was called bitcoin which brought Blockchain technology to the public for the first time. in Satoshi Nakamoto´s original paper the word blockchain did not exist, it was only referred to as block and chain, it was only in 2014 where we first start to see the word Blockchain start to be used. In 2018 we now have Blockchain 2.0, which allows users to write more sophisticated smart contracts. (Economist, 2018)



Below diagram shows a simplistic way of showing how Blockchain works
[image: Image result for does blockchain work]
Figure 1 how BlockChain works (Shankland, 2018)

Commercial uses and legal implications of the blockchain
The major commercial uses of blockchain are the creation of cryptocurrency. Cryptocurrency is a type of what you might call ‘digital money' and is an extremely secure way of transferring money from one place to another. (Telegraph, 2018)  The technology behind the cryptocurrency is the uses of cryptography, which can be described as "converting legible information into near enough uncrackable code, to track purchases and transfers”. (Telegraph, 2018) There are over 1500 cryptocurrency to date but the first and most famous digital currency is Bitcoin.  
We are now starting to see well-established companies such as Microsoft, IBM, Goldman Sachs and Walmart to name a few are “offering Blockchain as just another software tool to get business done”. (Shankland, 2018)
Due to the fact that Blockchain works as a secure digital ledger, the scope for what Blockchain can be used for is vast on a commercial level. There are companies trying to introduce the technology to identity verification and ID cards, welfare payments, insurance payments, voting and the lottery to name a few. (Shankland, 2018)
Like many other industries, the music industry is far from perfect, with the major stakeholders within the marketplace such as UMG, Sony, WMG, Apple Music and Spotify to name a few having a large amount of control over how music business operates. (Rodgers, 2015) Due to control they have, there is a lack of transparency and ownership of metadata. “Metadata, in this case, is the basic info that is needed to identify who wrote, performed, and owns the music that you listen to every day. This data and its accuracy are a vital means to ensure that creators and owners get paid for their work when their music is used“. (Rodgers, 2015)


Publishing, monetisation and the relationship of musicians with their fans could all be transformed with the introduction of blockchain in the music industry.
For some time now the music industry has had a huge problem with digital content being downloaded, copied and modified at the leisure of users. (Dickson, 2017)   With Blockchain technology, we can now publish music on a ledger with a unique ID and timestamp which cannot be altered. (Dickson, 2017) With Blockchain technology because every record can store metadata of rights information and ownership this allows the data to be transparent for everyone to see and verify. Which is good news for the artist because it makes sure that the right people will get paid for the uses of the content, which we find in many cases that the artist is not. (Dickson, 2017)  
Blockchain could help the music industry change the way in which it monetises music. Take Ethereum for example, it is a type of cryptocurrency that allows the uses of micropayments which is basically impossible with the payment mediums we have in places at the moment due to transfer cost. "This can support a new way of offering on-demand music services. Users can select the record of their choice and immediately reward the stakeholders with cryptocurrency upon playing it".(Dickson, 2017)  
looking at the relationship between an artist and their fans Blockchain could help create a more direct route between the too. Blockchain would help cut out the middle man like financial brokers and purchasing platforms. The implications for the artist is that they get to keep a greater proportion of money made everytime a song is played. (Dickson, 2017)  
What is Intellectual property/Copyright
According to UK music, Intellectual property is, “the economic framework which underpins the music industry and other British creative industries. Copyright is the currency of that framework. ... The internet makes it easier to create, market and sell music, as well as providing innovative services and platforms to enjoy such creative content”. (UKmusic, 2018) 
The World Intellectual Property Organization define Intellectual property as “creations of the mind: inventions, literary and artistic works, and symbols, names and images used in commerce”.(Rossow, 2018) Intellectual property can be broken down into three sections: copyright, trademarks and patents. 
The entertainment industry as a whole has been patiently waiting to see the uses of Blockchain as a tool for recording the chain of title of intellectual property interests, protecting, tracking and administering IP and royalty accounting. (Rossow, 2018)
Copyright
Blockchain can play an important role in helping some of the problems face by creators of content in relation to copyright issues. (Neuburger, 2018) Blockchain can also help to limit infringement as well as provide an electronic chain of custody for each and every piece of intellectual property. (Neuburger, 2018)


Smart contracts 
Smart contracts in relation to the music business allow payments for the use of a song, using the mediums of streaming, licensing and downloading, can be quickly distributed to the appropriate rights holders per the proper ownership percentages of those rights. (Fordham Intellectual Property, Media & Entertainment Law Journal, 2018) 
An example of the benefits of using smart contracts could look like this, as a music consumer, I am a fan of a rock band that hasn't released any music for a while. I contact the band and asks them when are they going to put out new music.
They responded by telling me they don't have enough money to complete the album. I then agree to donate to help them release their album. 
With a smart contract, I am able to break the payments down into three phases. Firstly a minimum payment to the band members crypto accounts, this will enable me to perform a live test of the signing process and the band member’s crypto wallets before the bulk of the funds have been committed to the contract. (Barski, 2018) 
Secondly when the album is mixed and thirdly when the album is released the rest of the fund will be transferred. (Barski, 2018)
Within the process, I set up all the members as signatories on the contract and have the detail of all members so I can give them each their fair share of the royalty split. By everyone having to sign the smart contract before the funds can be released, this helps bring greater transparency to this process, unlike traditional routes. (Barski, 2018) With this process the consumer is happy because they get to hear new music from a band they like and they get to know where the money is being spent and on what it is being spent on. (Barski, 2018)
Although smart contracts may prove to be beneficial to the music industry there are some potential legal implications that may arise. Due to the nature of how smart contracts work, with no need of intermediary parties to confirm transaction which leads to self-executing contractual provisions, this raises important legal issues in relations to applicable regulation, which would put in doubt how legally enforceable smart contracts really are. (Barski, 2018)
The selling point of Blockchain and smart contracts is that they are decentralised so there is no legal body governing the process and interfering, but if something was to go wrong who do you too. 
Jurisdiction
Due to the fact that Blockchain technology nodes can be located anywhere around the world, this can create a number of difficult jurisdictional issues. (DLA Piper, 2018) The laws in one country can be vastly different from one in another, so it is important to find which is the appropriate governing law. Let’s look at a conventional banking transaction “if the bank is at fault then irrespective of the transacting mechanism or location, the bank can be sued and the applicable jurisdiction will most likely be contractually governed. However, in a decentralised environment, it may be difficult to identify the appropriate set of rules to apply”. (DLA Piper, 2018)
So if there was an issue of fraudulent activity on the blockchain and the nodes were located around the world the Blockchain would need to be compliant with a number of legal and regulatory institutions, this would be extremely time consuming and be potentially very costly. (DLA Piper, 2018)

Conclusion  
Blockchain potential effect on the music industry as mention throughout the essay could be huge. This is because it could affect multiple areas of the music business. Blockchain could be the driving force of how the business operates in the future.  
The music industry for far too long has had issues relating to transparency, identification of artists works and payments to relevant parties. The hope is that blockchain can solve all of these issues.
One of the questions I found asking myself while writing this essay is who will benefit from the introduction of Blockchain. There is already a divided between the artist and the business. Record labels and publishing companies are notorious for their lack of transparency when dealing with an artist signed to them. If an artist does not have a good entertainment lawyer they may find themselves losing out on a lot of important information and not being credited for works done, which could lead to a loss in revenue for the artist.
We also have to look at the effect Blockchain will have on collection societies. If the job of a blockchain is to sort the data and the chain of ownership the question can be asked what is the relevance of collection societies. Others may argue that it can only help collection societies because it could speed up the data collecting process which will lead to faster pay-outs for the artist.  
Blockchain for me is a great idea for me but only in theory. Although there are benefits of Blockchain being decentralised it does bring about the issue of who is responsible if laws are broken and what are the remedies. There has to be some sort of legal institution that is in charge of the blockchain process, I mentioned in the essay the blocks on the chain come from all over the world so this would prove to be a legal nightmare to resolve any potential issues.  If we look at other decentralised platforms such as bit torrent, it is a great place for the consumers of music, films, TV Shows and sports because you can watch content that may not be available in your region of the world due to broadcast issue for example. On site like bit torrent a lot of the material is in violation of copyright laws. It is very hard pursue legal action on a website like this because it is bases worldwide. And if you are lucky enough to get one of these time of sites shutdown, they will just open up under a slightly different domain name bases from and country. An example of this is priatebay.co.uk changing to priatebay.it 
We need to remember in all of this is that Blockchain is just a tool, although it could help in the process of making the industry faster and more transparent it is still only a tool, therefore it can be misused. There needs to be a change in how the people operate within the music business in order for blockchain to stand a fair chance . 
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