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Music Industry: State of Play

• The music business has long been embroiled in controversies related to the compensation 
of music creators.

• Current revenue sharing models do not offer solutions to issues of inequitable income 
distribution between streaming services, labels, publishers, and music creators

• New technology around Web 3.0, blockchain technology and nonfungible tokens (NFTs), 
hailed as the realisation of "the" digital universe, offering exclusivity and substantial 
earnings to the creator economy and the opportunity to rectify devalued creative work

• NFTs deemed as the vehicle for democratisation of the business creating both value 
creation and value capture opportunities (Leal, 2022).
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• Artists & non-artist creators: two distinct groups 
with value propositions to NFT 

• evidence that artists and creators collaborate with 
each other as well as with entities such as 
corporations, developers, and start-ups

• Eight subcategories of artists and creators 
identified, 

Digital artists 
native to the 

medium, 
and have 

pioneered 
NFTs

Artists with 
roots in other 

media, 
taking up NFT 
opportunities

Artists focused 
on physical 

media, 
augmenting 
their value 

proposition by 
using NFTs to 

record 
provenance

three subcategories of interest



Disruptive Innovative Process

• Clayton Christensen’s path-breaking work “The Innovator’s Dilemma” followed by 
immense literature and vigorous debates what constitutes disruption

• Innovation is a consequence of exchange over a networked landscape across which of 
ideas, information and knowledge of people, and artifacts travel and recombine in new 
ways

• “Disruptive Innovation”, is associated with the idea of a paradigm shift resulting in 
momentous change in market conditions usually caused by a new technology

• This change redefines existing industries’ structures, product concepts and overall 
knowledge in a field (Besson & Cartwright, 2012)



Disruptive Innovative Process – cont’d

• digital disruptions are "the alteration of a domain-specific paradigm due to the digital 
attributes of an innovation.“ (Hukal, 2020)

• disruptive innovation introduces a new product or service, the market for which is yet 
non-existent, representing a challenge for incumbents

• Not all innovations are disruptive, suggesting transformations with incremental change. 
Disruptive innovation is non-incremental and discontinuous



SWOT Analysis - Strengths

INFORMATION ASYMMETRY

• Considerable information asymmetry between 
labels, music publishers, artists, and other 
stakeholders benefiting major labels and 
precluding fair revenue sharing (Heap 2017)

•

ROYALTIES AND RESALE RIGHTS

FOCUS ON COPYRIGHT

• focus on copyright and associated rights, 
mainly disregarding moral rights and 
equality rights for artificial intelligence-
generated generative music

PUBLIC DOMAIN REGISTERS

• unique feature of blockchain is that they 
constitute public domain registers listing 
the entire history of initial ownership and 
subsequent transfers of title allowing for 
disintermediation of labels and music 
publishers

QUIET REVOLUTION

• pave the way for a quiet revolution 
within the creative economy, particularly 
for independent artists not backed by 
major labels

POWER OF SMART CONTRACTS

• smart contract capabilities of blockchain 
technology and NFTs have the potential to 
radically alter how artists are compensated



SWOT Analysis - Strengths

FRACTIONALISATION MECHANISM

• technological infrastructure around the NFT 
ERC-721 token allows a fractionalisation
mechanism that divides the main non-fungible 
token into fractional NFTs or F-NFTs

FRACTIONAL OWNERSHIP

FOCUS ON COPYRIGHT
• focus on copyright and associated rights, 

mainly disregarding moral rights and 
equality rights for artificial intelligence-
generated generative music

BOOSTING LIQUIDITY

• providing the digital marketplaces with 
supplementary liquidity

GATEWAY TO MICRO-INVESTMENTS

• gateway to a new class of micro-
investments, greatly lowering the barriers to 
entry for high-value investments



SWOT Analysis - Strengths

ART MARKET VALUE DRIVER

• According to the psychologist Robert Cialdini 
(Cialdini, 2009), in art markets, primary value 
drivers are authenticity and scarcity

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

SCARCITY AND AUTHENTICITY

FOCUS ON COPYRIGHT

• focus on copyright and associated rights, 
mainly disregarding moral rights and 
equality rights for artificial intelligence-
generated generative music

TRACEABILITY OF OWNERSHIP

• When a musician releases a song with an 
NFT, the evidence of ownership is 
digitally preserved so that it is traceable 
back to the originator for copyright 
protection

AUTHENTICITY CERTIFICATE

• authenticity certificate accompanying 
NFTs offers a novel solution within the 
field of crypto marketing for preventing 
the dissemination of counterfeits, illegal 
copies, and stolen artwork

PRESTIGE AND AWARENESS

• Within the context of a limited distribution 
of items, both authenticity and scarcity 
contribute to elevated levels of prestige and 
awareness within the target groups



SWOT Analysis - Strengths

NEW CLASS OF MEDIA ASSETS

• enables the production of a new class of media 
assets, including music artifacts, collectibles, 
VIP backstage passes for events, membership 
cards, special video content, reduced ticket 
subscriptions, and exclusive products

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

FAN ECONOMY

FOCUS ON COPYRIGHT

• focus on copyright and associated rights, 
mainly disregarding moral rights and 
equality rights for artificial intelligence-
generated generative music

MILLENIALS AND GENERATION Z

• digital element of the fan integration 
media specifically targets tech-savvy 
members of the millennial and 
generation Z audience demographics

NEW MODE OF MONETISING 

• business model offers music creators 
with a new method for monetising their 
works and serves as a catalyst for 
building and retaining fan groups

TOKENISATION OF FAN ECONOMY

• ecosystem around NFTs is tokenising the 
entire fan economy allowing for a new 
standard of community engagement



SWOT Analysis - Weaknesses

NON-ELIGIBLE FOR PROTECTION

• NFT does not qualify for copyright 
protection since it is not an original 
concept and does not exist in physical 
form (European Commission, 2022)

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

IP RIGHTS: A LEGAL IMBROGLIO

FOCUS ON COPYRIGHT

• focus on copyright and associated rights, 
mainly disregarding moral rights and 
equality rights for artificial intelligence-
generated generative music

JUDICIAL ISSUES

the inadequate evaluation of rights and 
associated rights in connection with the 
minting and acquisition of NFTs will be the 
topic of several future judicial issues 
(Guadamuz, 2021)

NEED FOR CLEAR IP STRATEGY

• requirement for a clear IP strategy, 
defining precisely what is being sold, 
which rights are transferred to holders of 
the NFT, and which rights the artist, 
issuer, and secondary market platform 
are permitted

RIGHTS TO NFT BUT NOT COPYRIGHT

• when an investor purchases an NFT, he 
or she receives rights to the NFT itself, 
but not necessarily the copyrights 
associated with the underlying asset



SWOT Analysis - Weaknesses

INTEROPERABILITY IS INSTRUMENTAL

• interoperability of blockchains is the key 
to success in the Web 3.0 economy as it 
enables the movement of digital assets 
across apps

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

INTEROPERABILITY OF PLATFORMS

LOSS OF CODE BY TRANSFER

• if the transfer occurred between two 
non-transmutable Ethereum-based 
platforms, this code would be lost when 
transferring the digital assets off-chain

HARMONISATION

• widespread consensus that a joint 
initiative is necessary to harmonise the 
technological and regulatory 
environment across major blockchain 
platforms and ensure interoperability 
(NATBA, 2022)

INTERFACING OF PLATFORMS

• developers are constructing interfaces to 
enable inter-platform communication of 
coded contracts in order to ensure data 
integrity and standardisation across 
blockchains

INFORMATION ASSYMETRY

• absence of this function creates an 
information asymmetry between two or 
more platforms as regards records of 
digital ownership and related rights



SWOT Analysis - Opportunities

MOVE TO TRANSMEDIAL USE

• NFTs have the ability to circumvent the 
platform-centric environment of Web 2.0 
(Grider & Maximo, 2021) and a move to 
transmedial use across decentralised
apps

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

DECENTRALISATION

BLOCKCHAIN INNOVATIONS

• Blockchain inspired innovations will 
disrupt the world of digital marketing 
and commercial tactics for corporations 
(Treiblmaier, 2021)

CREATOR ECONOMY

• Music NFTs are poised to revolutionise
the creator-community connection and 
engagement

ENHANCING RELATIONSHIPS

• NFTs have the potential to play a crucial 
role in creating better relationships 
between artists and fans while enabling 
artists to successfully monetise their 
intellectual property



SWOT Analysis - Opportunities

CONVERGENCE OF BUSINESS

• convergence is occurring at different 
levels between the music business and 
the metaverse as a result of the 
incorporation of Web 3.0 technologies

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

ENTREPRENEURSHIP,  COMMUNITY BUILDING AND FAIRNESS

FORWARD INTEGRATION

• creating an opportunity for forward 
integration in the industry. Creators of 
music are enabled to become 
entrepreneurs and advance their fan 
base

FAN ECONOMY

• fans are becoming entrepreneurs as they 
actively participate in the creation 
process, are involved in the artwork, and 
contribute to the innovation cycle

CATALYSING FAIRNESS

• NFTs have the potential to become an 
effective tool for combating monopolies, 
power imbalances, and injustice and 
unfairness in the next generation of 
music commerce



SWOT Analysis - Threats

SHORT-TERM PROFITS

• primary motive for trading art and 
collectibles NFTs is the short-term 
expectation of high profits owing to easy 
entry and surging prices, particularly on 
secondary markets (McAndrew, 2022)

WHITELISTING

LACK OF PRICING MECHANISMS

BEHAVIORAL FINANCE

• value generation process of non-
fungible tokens is driven by perception 
and expectations, on the part of 
influencer or communities compiled 
from whitelisting 

FINANCIAL RISKS

• market lacks fundamentals and 
transparency; difficult to capture pricing 
mechanisms for valuation and price 
predictability using conventional 
frameworks

• substantial financial risk associated with 
the trading of NFTs; only 28.5 percent 
of those bought during the minting 
phase have produced a profit when 
resold

• behavioral finance a more appropriate 
framework for describing the pricing 
mechanisms of digital assets;  the 
possibility of a bubble is particularly 
strong

SPECULATIVE BUBBLE



SWOT Analysis - Threats

FRAUDULENT SCHEMES

• new technology has become the target 
of fraudulent schemes and illegal 
operations

COUNTERFEITING

ANONYMOUS WALLETS

ENFORCEMENT CONUNDRUM

• market has seen an influx of fraudulent 
operations involving counterfeiters and 
con artists "minting" and selling NFTs 
without the authorisation of their 
rightful owners

CURATION PROTOCOLS

• minting process includes anonymous 
cryptocurrency wallet addresses 
making final-owner attribution and 
consequent benefits distributions 
difficult

• difficult to counteract illegitimate NFT 
minting in the absence of effective 
curation and onboarding protocols for 
NFTs sold on multiple markets

• The enforcement mechanism against 
fraudulent trades becomes a 
conundrum

CONTERFEITING AND FRAUD



SWOT Analysis - Threats

CONSENSUS MECHANISM

• minting procedure for the generation of 
NFTs comprises a confirmation protocol, 
a form of "proof of work" consensus 
method 

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) CONCERNS

ENERGY CONSUMPTION

RENEWABLE ENERGY

ESG ACTIVISM

• process requires specialised
computational capacity and IT-
architecture, which often use 
enormous quantities of electricity 
(Castor, 2022). 

ENERGY EFFICIENCY

• for blockchain architecture to achieve 
widespread adoption across all 
economic sectors, a fundamental shift 
in the current paradigm with a 
significant emphasis on renewable 
energy is needed

• none of the platforms have fully 
transitioned to energy-efficient 
alternatives, exposing the blockchain 
technology to regulatory sanctions in 
the given context of global energy 
crunch

• threatened by the social stigma of ESG 
activism in connection to their carbon 
footprint (De Vries & Gallersdorfer, 
2022)



Methodology and Data Analysis

The methodology for the 
research is mixed methods 

results are presented as 

descriptive and exploratory 

following Leedy and Ormrod 

(2001) 

working hypotheses in the 

sense of Oppenheimer and 

Putnam's Unity of Science as 

a Working Hypothesis (1958). 

working hypotheses 

rigorously tested by 

structured confirmatory data 

analysis, while remaining 

open-minded and 

speculative (Tukey, 1980) 



Research Questions Upon Literature Review

Q1 What are indicators of NFTs disruptive, or 
transformational impacts based on applications in the 
music industry? 

Q2 What will be the extent of music creator recognition of 
NFT-related opportunities and participation in the 
forward integration of the industry? 



Analysis Upon Literature Review – Question 1

reasonable to categorise NFT 

technology in the Web 3.0 

economy as a digital innovation 
with a transformative character 

Patrickson (2021) suggests that 

emerging blockchain technologies 

are potential disruptors with 

respect to value exchange and 

intellectual property management 

for creative industries technologies 

likely to have disruptive legal 

consequences as well as 

disruptions of sales and distribution 

processes 

second order effects in the realm 

of societal-political matters 

blockchain and NFTs already being 

used for transformational efficiency 

gains in existing systems 



Analysis Upon Literature Review – Question 2

demands participants with respect 

to entrepreneurial acumen, their 

own or access to technology 

expertise as well as cultural 

factors, which can  accommodate 

technology enabled change or act 

as barriers to success 

large percentage of independent 

participants do not achieve 

profitability in financial terms, nor 

do they monetise their value

blockchain technologies are 

complex and knowledge required 

for effective implementation is 

generally not a part of an artist's 

education 

individuals are likely to have varied 

degrees of resistance to change and 

trust (Abbate et al, 2022). 



Qualitative Research – Semi-structured Interview

Mr. Vasja Veber, 

Business Development 

Director and Co-Founder 

VIBERATE Analytics

Mr. Daniel Haudenschild, 

CEO Orygin Foundation  

& President Crypto 

Valley Association

Mr. Georg Bak, 

Digital Art Advisor for 

Tokengate, Board 

Member Elementum.art

o advance knowledge describing the phenomenon of NFTs in the music 

industry and provide comparability between sourced data and existing 

theoretical and operational knowledge

o three semi-structured expert interviews were conducted 

(Bogner & Menz, 2009)



Semi – Structured Interview – Q1

Are NFTs to be 
considered as a 

short term “hype” or 
to stay for longer?

"that we are just at the 

beginning of a 

development and what we 

are currently witnessing is 

one of the most significant 
revolutions in art history” 

“NFT trading volumes have 

outperformed Bitcoin and 

Ethereum in the last six 

months with extraordinarily 

successful project like 

BAYC, Cryptopunks, 

Moonbirds, World of Women 

and others”

“NFTs are considered to be 

the ideal storage for digital 

assets in the Web 3.0 

economy as they are 

perceived as the 

equivalent to digital 

currencies”

Gregor Bak, 2022

Gregor Bak, 2022

Gregor Bak, 2022



Semi – Structured Interview – Q2

“biggest opportunity for 

NFTs is selling royalties 

directly to fans, monetising

their work entirely or partly 

in an early stage 

allowing fans to acquire 

royalties on new tracks will 

certainly shift powers 

withing the industry 

NFT royalty tokens will 

enable anyone to become 

rights owner to a song and 

generate revenue every time 

that song gets played” 

“most attractive feature of 

the token economy for the 

artists is the lifetime 

earning potential on resale 

royalties 

information on resale rights 

is packed into the smart 

contracts as it enables the 

creator to generate revenue 

from every future resale of 

his artwork”

“All major brands have 

implemented token 

strategies to engage with 

their communities and the 

recommendation is for 

others to follow the pattern

Celebrities should use their 

fame and activate their fan 

base in the token economy 

as an enhanced branding 

strategy”  

Vasja Veber, 2022 Daniel Haudenschild, 2022

Vasja Veber, 2022



Discussion – Research Questions Q1 & Q2

expert interviews 

confirm that NFTs 

rightly have a 

reputation for 

being a 

transformative 

tool that can and 

will change the art 

and music market 

NFTs have 

significant role in 

the creation of a 

completely new 

line of digital 

assets, such as 

PFP, land 

certificates in the 

Metaverse, and 

collectibles 

ranging from 

gaming, art, and 

music

Next to its feature 

as certificate of 

authenticity for 

digital twins of 

physical art 

objects, the NFT 

universe offers 

vast opportunities 

for novel product 

solutions and 

Web 3.0 

marketing 

communication 

strategies 

Experts further 

confirm the 

hypothesis that 

there is still no 

consensus as to 

which of the 

blockchain 

technologies will 

win the race for 

dominance in the 

Web 3.0 universe

research confirms 

concerns 

regarding ESG 

aspects, high 

transaction fees 

and low 

processing speed 

of platforms such 

as Ethereum

minting and 

trading still 

reserved for 

selected users 

since complex 

whitelisting 

procedures for the 

listing of NFTs are 

an important 

success factor in 

NFT trading with 

high entry barriers 

for newcomers

weaknesses of 

the technology 

around investor 

and consumer 

protection, as 

current 

jurisprudence 

regarding property 

rights, copyright, 

and tax aspects 

have not yet 

reached the 

desired level of 

maturity



Quantitative Research – European Survey
The survey sample includes respondents from 20 EU countries.

o Spain (30), Poland (28), Italy (27), and France (21)
o Female (48 percent) and Male (52 percent) respondents
o 18-24 and 25-34 age categories most heavily populated
o Most participants had high school degrees (44) or college-university educations at the 

undergraduate (116) or graduate levels (33)
o For the most part, respondents reported being employed at the level of employee (salaried) 

Question Mean Standard 

Deviation

Median Mode Modal 

Frequency

Skewness

(Pearson)

Kurtosis

(Pearson)

1 3.565 0.998 4 4 90 -0.527 -0.329

2 3.295 1.038 3 4 81 -0.531 -0.284

Statements 1 and 2, "I am familiar with the concept of NFTs" and "I am 
knowledgeable about NFTs both in theory and practice"



Quantitative Research – European Survey
Distributions are negatively skewed for 18 of the 20 statements and kurtosis is negative for 16 of the statements. Recall

that negative values for the skewness indicate data that are skewed left, i.e., the left tail is long relative to the right tail.

Negative values of kurtosis indicate that a distribution has thin tails. Platykurtic distributions have negative kurtosis

values.
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Quantitative Research – European Survey
Examples of a priori hypotheses for assessing cross-statement relationships

Survey Statement 2 Knowledgeable about 

NFTs

6 Familiar with the 

platform

Sandbox

7 Existing revenue sharing 

mechanism for music 

creators

and intermediaries is 

providing a fair revenue 

split

20 I believe that 

investments in music NFTs 

are attractive

Correlations a b c d

2

6 Ha ρ > 0 .451

7 Ha IND .183 Ha IND .241

20 Ha ρ > 0 .361 Ha ρ > 0 .420 Ha ρ > 0 .268

A priori hypotheses for assessing cross-statement relationships*



Quantitative Research – European Survey
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A clustering exercise was undertaken, aggregating similar data points together in order to reveal underlying

groups or clusters of statements. Agglomerative hierarchical clustering (AHC) was applied.



Quantitative Research – European Survey

o PCA analysis indicates most of the variation is captured by the first two principal

components.

o The results from FA indicate that on the basis of having chosen a final communality score

greater than or equal to .7 as the selection criterion, the FA model with two factors has

significant explanatory power with respect to statement 1, 2, 5 and 20.

o The results of both the PCA and FA analyses suggest that for future research a survey of

fewer than the 20 statements can be entirely adequate in the context of this research.



Summary and Concluding Remarks

NFT has 

triggered a 

landslide in 

the music 

industry

industry is responding to 

changes in consumer 

preferences since it 

satisfies the growing 

demand for 

personalised fan 

experiences 

touted to 

enable the 

democratisatio

n of the music 

and art industry

With the expansion of 

Metaverse, the music 

industry faces a unique 

opportunity to entirely 

reimagine channels of music 

consumption and community 

engagement 

literature review and empirical research through expert interviews and surveys in this dissertation have 

clearly confirmed the hypothesis that Web 3.0 and NFT technology offers music creators not only an 

excellent new tool, but also an entirely novel and fair economic model for fans and artists 



Summary and Concluding Remarks

o the allegedly disruptive aura, does not qualify to be categorised as disruptive 

innovation based on the widely accepted disruption theory (Christensen 

2015). 

o It can be demonstrably stated that the incumbents have reacted effectively 

and in a timely manner to the potential threat of disruption 

o threat of the rise of a digital oligopolistic economy, making it increasingly 

difficult for newcomers to also gain a foothold

o The triangulation of the available primary and secondary literature and 

qualitative research conducted via interviews and surveys have disclosed that 

irrespective of the strong media coverage of blockchain technology the crypto 

literacy of the broader public is still in its formative days



Summary and Concluding Remarks

o asymmetry of information about the functioning of the technical solutions as 

well as widespread security concerns, reinforced by negative headlines, are a 

clear obstacle to the mass dissemination of crypto technology

o solution moving ahead is the formation of national and international task 

forces with experts across the technology, economy, legal and regulation 

value chain with the mission to create a level playing field for all crypto market 

participants 

o A big question is which jurisdiction and legal system will create regulatory 

arbitrage possibilities for the crypto economy and gain global supremacy in 

the adoption and promotion of blockchain-empowered ecosystems 


