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The music industry has undergone numerous changes in the last twenty years. From compact discs 
to the advent of the MP3 file to streamable music, digitization and new media have certainly caused 
shifts in this very dynamic industry. Digitization of music has led to increased sharing of content 
across all different platforms. Recorded music is now being experienced across more devices in the 
world than ever before. In today's age of music consumption, streaming reigns supreme, and digital 
sales and stores, such as the Apple iTunes store, are on the decline. Streaming services, such as 
Spotify and Apple Music, are only facilitating this streaming renaissance. With the release of 
Spotify in 2006, the industry was shaken up due to the "freemium service" that the platform offered. 
People soon realized that they would much rather pay a monthly rate for unlimited music than pay 
for every song they wanted individually through a digital or physical retailer. Soon thereafter, 
streaming began its rise to prominence in the industry.

This project will take a deep dive into what makes streaming apps, such as Spotify, so powerful and 
why they are able to strong-arm the music industry to bend to its will. An analysis on the algorithms 
Spotify uses to position certain artists and songs are explored, along with some data on what genres 
are benefiting in this new age of music streaming, and which ones are losing. Questions of user 
privacy are also addressed, as well as an explanation as to what Spotify does with the user 
information it generates. A look into how radio has been affected by the advent of streaming is also 
presented. As it stands now, music streaming is rapidly changing the way the music industry 
operates and the effects it has on both the artists and their chart performances. There is no way to 
tell what the future holds, but it appears that the industry is certainly experiencing a monumental 
shift.

Abstract

1) What makes streaming services, such as Spotify, so 
powerful and why are they able to strong-arm the 

music industry to bend to its will?
2) To what extent do streaming services utilize user 

data to determine what content to present to 
consumers?

3) What has the increase in streaming meant for digital 
retailers and the endurance of radio? 

4) Is Spotify comparable to that of modern-day social 
networks?

Research Questions

Digitization and other Internet technologies have certainly revolutionized the entertainment 
industry. Once a file becomes digital, it can be copied and distributed at little to no costs, as 
opposed to a physical medium. This has led to increased piracy, which has made it difficult for 
some sellers to earn revenue in the traditional ways. Digitization has successfully increased the 
number of new products made readily available to consumers. A golden age, of sorts, has been 
established in the entertainment industry now – new products and high quality have become king. 
Outdated gatekeepers have been let go, new products have been established to the market, and 
consumers have been benefitting from the overall good quality (Waldfogel). 

Napster peer-to-peer file sharing was the first service in which consumers could access any period 
of recorded music without making payments to a rights-holder. This led to a decline in revenue for 
the traditional music industry. It was hard at first for scholars to nail down what specifically led to 
this rapid decline, since there was not a lot of data available on unpaid music consumption at the 
time. To reconcile this, Apple launched their iTunes music store in the early 2000s (Waldfogel). 

One of the positive aspects of digitization was cost reduction. The original process for bringing a 
musical artist to the spotlight used to include a number of costly steps. This would include signing 
them, paying large sums of money to produce their music and their music videos, their album 
covers, artwork, and other photo shoots. Nowadays, production is less expensive, and therefore they 
can push their product out quicker. In addition, artists can now utilize social media sites to promote 
themselves without having to go the traditional route of promotion and PR (Waldfogel). 

Contextualizing the Shift

Even though Apple’s iTunes Store proved effective for downloading music legally, digital downloads are on a steep decline 
(Kafka). As of 2018, at least 30 million people in the U.S. have started paying for subscription based services, mainly Spotify or 
Apple Music. People are starting to realize that paying per month for music is cheaper than it would to pay per song. This is where 
Spotify comes into play.

One theoretical approach to contextualize this shift is by looking at the long-tail theory. This theory states that our economy is 
beginning to shift away from the focus on a relatively small number of “hits” in mainstream media, and instead toward a huge 
number of niches in the tail. Since production and distribution costs are declining, there is less of a need to lump products together 
into a one-size-fits-all container. Narrowly targeted goods have become just as fruitful as mainstream products (Anderson). This
obviously means that gatekeepers are starting to become outdated because now the consumer can listen and consume anything they 
want, based on their own free agency. 

Author, Maria Eriksson, explored the different ways Spotify needed to compete with other music-streaming companies in her book, 
Spotify Teardown: Inside the Black Box of Streaming Music. One way it prioritized itself was by its recommendation algorithms. 
The company governs these algorithms to customize a unique listening experience for each person. 

Spotify

Spotify utilizes two main concepts when it comes to their algorithm: exploit and explore (Gergshorn). When Spotify wants to 
exploit, it can take user information, and when it wants to explore, it can use information about the rest of the world. When an
individual streams a song for at least 30 seconds, Spotify assumes that the algorithm got the recommendation right. The assumption 
here is that if the user chooses to listen to that song for 30 seconds, they must be enjoying it. 

While this may sound nice, it is no surprise that there have been many privacy concerns with the app, as well. Spotify studies data 
from over 16 million users, including how many times they stream a specific artist or song, along with their location. Spotify 
utilizes this information to determine which genres of music are popular and where. One of their key findings was that location 
does impact music taste in some way. By studying age, they have found that the music that is popular between 10-20 year olds is 
the music that will be listened to in the future, having shaped their “music identity” (Gergshorn). Some may say that this is a breach 
of privacy, but ultimately this is what Spotify needs to do in order to maintain its competitive edge. 

As far as streaming goes, the most popular genres in the streaming age are Latin, Hip Hop, R&B, Electronic, Dance, Pop, and then 
Country. 

User Privacy and other Concerns
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Spotify is able to stay at the top of the music industry because of its 
ability to customize a unique listening experience for each consumer 
and because its pricing and value is more optimal than other 
competing services. Spotify truly stays competitive with the role 
advertising plays in their revenue.

While Spotify does utilize user data to recommend playlists and other 
content to users, the platform ensures everyone that the information 
they gather is private and will not be compromised.

Due to the advent of streaming, digital retailers, like iTunes, have been 
on the decline. As far as radio is concerned, streaming has actually 
managed to help radio endure. Radio has managed to stay relevant, 
even in the age of streaming, due to the curation that most radio 
stations utilize. Most users still opt to listen to the radio because they 
want to be able to discover new songs, or hear songs they were 
previously unaware of (“How Music Streaming Helps Broadcast 
Radio).” 

As far as the future of the platform goes, it can be argued that Spotify 
will soon become comparable to that of other social platforms, due to 
the ability for users to connect with others. The platform is integrated 
with Facebook and Twitter, which allows listeners to share what 
they're listening to with others on their friends lists (Creators). 
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