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1. Introduction  

Non-fungible tokens (NFTs) are the latest in a series of novel, tradeable 

digital assets based on blockchain technology. NFTs, in simplified terms, 

are blockchain-enabled cryptographic tokens designed to represent 

ownership of objects digitised art and music. The music business as long 

been embroiled in controversies related to the compensation of music 

creators. With the  advent of Web 3.0,  blockchain technology and non-

fungible tokens (NFTs), advocates for the new technology see NFTs as 

the solution for artists to reassert value over their work. Some experts on 

the music industry consider NFTs as the vehicle for democratisation of 

the business creating both value creation and value capture 

opportunities. (Leal, 2022).  

 

This research is motivated by the considerable amount of attention given 

to cryptocurrencies, and more importantly for music, non-fungible tokens 

(NFTs) as a vehicle for transforming the music business. Given the 



| 2 

 

relative novelty of these of these aforementioned emergent enablers a 

predictive, meta-research question asks, "What is the likelihood that the 

music industry will act collectively to democratise the business?"  First, 

and more specifically, the paper asks whether NFTs qualify as 

technological disruption based on scholarly assessment of disruptive 

innovation and transformation. Second, the research provides some 

insight into the extent of music creator recognition of NFT-related 

opportunities and their participation in the forward integration of the 

industry? 

 

In addition to the primary research questions, working hypotheses based 

on expert interviews are evaluated (Leedy and Ormrod, 2001; 

Oppenheim and Putnam, 1958). Considerable effort has been made to 

identify opportunities and risks of employing the new technology from an 

economic and regulatory perspective. Emphasis is placed on the 

present-day current state with respect to both new technologies and the 

music industry.  

 

The research methodology is mixed methods. Qualitative research 

involved semi-structured interviews with three industry experts. The 

interviews focused on six research statements and are taken as 'null 

hypotheses' in the spirit of find the paper. These statement are: NFT 
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technology in art and music has a disruptive potential; NFTs are the 

enabling technology by supporting a new equity model of the creator 

economy; There are strong value drivers for investing in NFT tokens; 

The value of an NFT is defined by social recognition, owner and sales 

history; For emerging and independent artists there are stiff barriers 

against entry into the world of NFTs; There are still major legal and 

regulatory challenges threating the mass adoption of NFTs. 

 

Quantitative research is conducted as an online survey. The European 

Community market was selected for analysis. With the US and China 

taking the lead, the European Community is one of the biggest internal 

markets and is nevertheless at the forefront of technological innovation in 

Europe and one of the early adopters of NFTs and blockchain-based 

technologies. The research question to be answered by the survey is to 

what extent are the demographic segments of the population familiar 

with the topic of blockchain, NFTs and what potential do they have to 

respond the changing consumer behaviour in the music industry. 

Demographic segments have been divided according to gender, age, 

and socio-economic classification, so that the data could be analysed 

based on these variables. 

Following this Introduction, the next section sets forth a literature review 

including a brief overview of the music business based on current data, 
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and the context against which interest in NFTs has emerged. The NFT 

ecosystem, its stakeholders and interrelationships are reviewed and 

issues pertaining to innovation and disruption are considered. Section 3 

serves as a summary within the framework of a SWOT analysis. Section 

4 of the paper presents the methodology, data and analysis. Section 5 

concludes the paper with a summary of key results from the research 

and suggestions for future work. 
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2. Context and Literature Review 

 

Ecosystem 

Current revenue sharing models do not offer solutions to issues of 

inequitable income distribution between streaming services, labels, 

publishers, and music creators. The models were not designed to 

optimise over a consensus metric for "player" equity. It is no wonder, 

then, that the emergence of new technology purporting to open 

opportunities for artists to  participate in a digital ecosystem offering 

significant benefits is met with considerable exuberance.  

 

By way of background, the concept, Web 3.0 (Web3), was first 

introduced by Wood (2014), an English computer scientist. Wood is a 

"free-trust technologist and founder of Polkadot, Kusama, Parity, Web3 

Foundation and a founder of Ethereum" (Wood, 2022). Ethereum is the 

decentralised, open-source blockchain with smart contract functionality 

powering Ether (ETH). Ethereum received a considerable amount of 

attention due to the rise of interest in cryptocurrencies and non-fungible 

tokens (NFT). Web 3.0 is a model of decentralised collaboration, 

whereas Web 1.0 and Web 2.0 are models of centralised collaboration 

and are often characterised as a basic information portal and user-

generated web, respectively. Web 2.0 gave rise to centralised platforms 

https://en.wikipedia.org/wiki/Decentralization
https://en.wikipedia.org/wiki/Open-source_software
https://en.wikipedia.org/wiki/Blockchain
https://en.wikipedia.org/wiki/Smart_contract
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and social media. The model of centralised collaboration is a classic hub 

and spoke model where the IP owner is the hub and licensees are the 

spokes. IP owners benefit from having tight control over their IP through 

negotiated licenses (Lee, 2021).  

Contrasting Web 2.0 and Web 3.0, points toward issues of privacy. Web 

2.0 lends itself to control of personal data and user-generated content. 

Google, Apple, Meta (Facebook), Amazon, and Microsoft, for example, 

have used Web 2.0 to their advantage, but these companies also 

realised early on that consumers are the market disruptors. Consumer 

driven innovation has transformed entire business landscapes. Google 

Ads and Facebook Ads have revolutionised the digital advertising market 

and squeezed out traditional marketing agencies. With the rise of mobile 

technology, Google Maps has replaced traditional navigation tools and 

become market leader in the web mapping services. The application 

enjoys continuous technical innovation driven by improvement based on 

customer usage data.  

 

Arguably, the primary benefit of Web 3.0 is   decentralisation 

allowing end-users full ownership and control over value, i.e., wealth they 

create. The decentralised collaboration model, while not new, has gained 

impetus owing to its importance in the market for non-fungible tokens 

(NFTs). NFTs are short computer programs, i.e., encrypted units of data 
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on a digital ledger known as smart contracts, which identify as unique 

(non-fungible) on blockchain. NFTs are typically used to authenticate 

digital objects like art, collectibles, and music. An NFT allows to establish 

the “place of origin” of the assigned digital object, offering indisputable 

answers to such questions as who owns, previously owned, and created 

the NFT, as well as which of the many copies is the original. NFT 

technology is said to enhance the value and ownership of works on the 

art market (Saygin & Findikli, 2021). NFT advocates argue that the new 

technology is changing not only how music is bought and sold, but also 

what kind of music we value, and which artists (Tengblad, 2021). 

 

Different concept maps of the NFT ecosystem have been proposed in 

the literature (Wilson et al., 2021; Baytas et al., 2022). A concept map is 

useful for visualising key relationships in the NFT ecosystem. In the 

context of this paper, reference is to that of Baytas et al. as reproduced 

in Figure 2. The diagram shows content owners (IP holders) and 

individual creators as originators of NFT artifacts. The authors identified 

relations between artists and non-artist creators, developers, 

corporations, startups, and investors on the “supply side” of NFTs. A  

structure of intermediaries is captured  in the categories of developers, 

startups, creators and auction houses. The "demand side" of the 

framework is simply captured as "owners". 
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Figure 2. NFT Stakeholders and Ecosystem Relationships as Identified 

by Baytas et al. (2022)  

 

Source: Baytas et al. (2022). Stakeholders and Value in the NFT 

Ecosystem: Towards a Multi-disciplinary Understanding of the NFT 

Phenomenon.  

 

Artists and non-artist creators are two distinct groups in terms of their 

value propositions to NFT buyers. Artists create art and sell NFTs 

directly associated with their "product". Creators operate across a broad 

spectrum of domains and market NFTs for funding. Baytas et al. find 

evidence that artists and creators collaborate with each other as well as 

with entities such as corporations, developers, and start-ups. Eight sub-

categories of artists and creators are identified. Three of the sub-

categories of particular interest are 1) Digital artists who are native to the 

medium, and have pioneered NFTs; 2) Artists with roots in other media, 
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taking up NFT opportunities; and 3) Artists focused on physical media, 

augmenting their value proposition by using NFTs to record provenance. 

For a complete listing of sub-categories, examples and supporting 

publications, refer to Baytas et al., 2022, Section 4.1.  

 

Baytas et al. indicate that NFTs have been particularly lucrative for artists 

and investors owing to economics and a cultural trend favourably 

impacting the demand side, the perpetual tracking of ownership enabling 

royalty payments to the originator when transaction occur in the 

secondary market and a new channel facilitating the compensation of 

creative work by consumers. On the other hand, the authors recognise 

that much research remains to be done and despite exciting 

opportunities, there are legitimate concerns such as the high energy 

costs associated with blockchains and corruption of the ecosystem 

(Baytas et al., 2022, Section 5; Voss, 2022). 

 

Disruptive Innovation 

Thirty-five years have passed since 'disruptive innovation theory' as 

proposed by Clayton Christensen appeared in his seminal and path-

breaking work, The Innovator’s Dilemma (1997). Since then, the 

literature on the subject has become immense, and debate over what 

constitutes disruption as well the overall value of conceptual 
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understandings and idiosyncratic applications is ongoing (Markides, 

2006; King, A. A., & Baatartogtokh, B., 2015). How it happens is a topic 

widely discussed, yet only partially understood.  

 

This research considers disruptive innovation theory as a hybrid 

understanding found in earlier work (Besson and Cartwright, 2012). The 

point of view considers the works such as those of Christensen (1997), 

Chesbrough (2003), Hargadon (2003) and von Hippel (2005). 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. Inventors "borrow" existing ideas and then bring 

together the physical objects and the people necessary to apply those 

ideas elsewhere. This perspective involves taking account of both 

dynamic forces of techno-supply push and demand-pull. Thus, reference 

is to sequential events within the context of a dynamic process. In the 

process context, the dynamics involving the interplay between actions 

and re-actions of new entrants, incumbents and factors within the 

external environment are critical. The term, 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). Baiyere & 
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Hukal (2020, p. 5482), define digital disruptions "the alteration of a 

domain-specific paradigm due to the digital attributes of an innovation." 

Thus, disruptive innovation introduces a new product or service, the 

market for which is yet non-existent, representing a challenge for 

incumbents. 

 

Certainly, not all innovations are disruptive. The transformation or 

streamlining of industries owing to digitisation is well-known (Andal-

Ancion, Cartwright & Yip, 2003). Unlike transformation, which suggests 

incremental change, disruptive innovation is non-incremental or 

discontinuous. 

 

It appears that as Web 3.0 is realised along with blockchain and 

derivative blockchain technologies, there is reasonable cause to predict 

market disruption in the value exchange. The promise of the innovative 

technologies is that transactions will be more efficient, i.e., faster and at 

lower cost, intermediaries will be eliminated from the value chain and 

security will be enhanced. Further, there is an expectation of new 

collaborative business models.  
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3.  SWOT Analysis 

The full scope of strengths, weaknesses, opportunities, and threats has 

not been consolidated in the academic literature. The purpose of this 

section is to synthesise the largely fragmented facts pertaining to the 

benefits and drawbacks of the expansion of non-financial transactions in 

the music industry. 

 

Although NFTs are 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, the recent technology 

carries with it a number of problems that may outweigh the advantages. 

The consequent idea that the music business is at a crossroads in terms 

of digital transformation is bolstered by this optimism around the 

acceptance and rapid growth of NFT technology. Despite their influence 

on the art markets, NFTs continue to be contentious in several ways. In 

order to achieve universal acceptance of NFTs, there is a pressing need 

for marketers, issuers, and purchasers of digital assets to enhance their 

crypto literacy, and for more transparency to be offered on issues linked 

to ownership and intellectual property rights (Khawaja, 2021).  

 

 

 



| 13 

 

 3.1 Strengths 

  Royalties and artist resale rights 

Royalties have long been a critical source of income for music producers 

and the commercial exploitation of copyright ownership in the music 

business is well-known. The absence of validated, consolidated records 

of ownership and copyrights facilitates lack of transparency and dubious 

practices in the markets for music. There is considerable information 

asymmetry between labels, music publishers, artists, and other 

stakeholders benefiting major labels and precluding fair revenue sharing 

amongst right holders (Heap, 2017).  

The smart contract capabilities of blockchain technology and NFTs have 

the potential to radically alter how artists are compensated. As the 

blockchain is, in the strictest sense, a database that offers timestamped 

entries protected in a decentralised register (Whitaker, 2019). 

Cryptography is a useful tool for music composers wanting   

to protect evidence of originality and manage both license agreements 

and income distributions (Hemming, 2018). A 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 for the control of billing 

and settlement of royalty payments. 
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As an enabling technology, blockchain helps to reshape the notion of 

ownership by offering both fractional ownership to digital natives and 

digital immigrants and fractional equity ownership to music creators. In 

the case of the latter, many jurisdictions including the European Union 

and United Kingdom entitle artists to resale royalties establishing an 

indefinite claim of the creator to receive compensation for his creative 

work. Potentially, the new technology paves the way for a quiet 

revolution within the creative economy, particularly for independent 

artists who are not backed by major labels. This possibility provides a 

powerful incentive for musicians to embrace business and continue 

integrating with their fan base to extract further value. 

Fractional Ownership  

The technological infrastructure around the NFT ERC-721 token allows a 

fractionalization mechanism that divides the main non-fungible token into 

fractional NFTs or F-NFTs. Similar to shares of publicly traded firms, 

each F-NFT represents fractional ownership of the underlying digital 

asset embedded inside the original NFT. This technology opens a 

gateway to a new class of micro-investments in the realm of NFTs, 

greatly lowering the barriers to entry for high-value investments and 

providing the digital marketplaces with supplementary liquidity. 
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Scarcity and Authenticity 

According to the psychologist Robert Cialdini (Cialdini, 2009), in art 

markets, primary value drivers are authenticity and scarcity and one of 

the most effective strategies to influence consumers behaviour is 

creating the scarcity of a product, thereby defining the value of the same. 

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. Scarcity, real or perceived, can generate a high 

degree of prestige and awareness among the relevant target groups 

within the framework of a limited distribution of the products.  

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. This explicit traceability confers 

exclusivity and scarcity to the music, which in principle increases the 

value of the digital asset. The 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 while 

handling the transfer of ownership logistically. 

Fan Economy 

The cryptographic architecture 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 
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ticket subscriptions, and exclusive products. The ecosystem around 

NFTs is tokenising the entire fan economy allowing for a new standard of 

community engagement. The digital element of the fan integration media 

specifically targets tech-savvy members of the millennial and generation 

Z audience demographics. Thus, the business model offers music 

creators with a new method for monetising their works and serves as a 

catalyst for building and retaining fan groups. It has the ability to provide 

another facet to a proactive artist community. 

3.2 Weaknesses 

Interoperability of NFT platforms 

 The interoperability of blockchains is the key to success in the Web 3.0 

economy as it enables the movement of digital assets across apps such 

as gaming, sports, and music. The current lack of interoperability poses 

a significant obstacle to the establishment of several NFT markets. The 

absence of this function creates an information asymmetry between two 

or more platforms as regards records of digital ownership and related 

rights (Belchior et al., 2021). NFTs enable the creator economy to record 

crucial data on the blockchain, including resale rights. If the transfer 

occurred between two non-transmutable Ethereum-based platforms, this 

code would be lost when transferring the digital assets off-chain. 

The platform developers are tasked with forming collaborations to 

provide integrative cross-chain interoperability and communication 
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solutions. According to a recommendation from the International 

Association for Trusted Blockchain Platforms (NATBA) to the European 

Commission, there is widespread consensus that a joint initiative is 

necessary to harmonise the technological and regulatory environment 

across major blockchain platforms and ensure interoperability (NATBA, 

2022). Such a framework amongst all parties would offer the public with 

the intended advantages including safety, and stability. Similarly, other 

developers are constructing interfaces to enable inter-platform 

communication of coded contracts in order to ensure data integrity and 

standardization across blockchains. 

IP Rights: A Legal Imbroglio 

The NFT does not qualify for copyright protection since it is not an 

original concept and does not exist in physical form. The main idea is 

that 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 (European Commission, 2022). 

The NFT is often a publicly accessible token that refers to a digital or 

physical item without any copyright or intellectual property rights 

attached, unless otherwise specified (Trautman, 2021). 

In the absence of additional stated restrictions, the only authorised 

issuers of NFTs referencing copyright-protected works are the right 

holders and their licensees (Fuchs, 2022). When acquiring an NFT, it is 
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crucial to understand the distinction between ownership of the NFT and 

copyright of the underlying material. To this point, emphasis has been 

placed on copyright and associated rights. However, the multifaceted 

world of copyright and associated rights contains much more, including 

moral rights and equality rights for artificial intelligence-generated 

generative music. In the Web 3.0 economy, music created by AI will be 

of crucial relevance for the creative design of the Metaverse. Existing 

copyright protection systems and enforcement rely heavily on the 

platform, which also functions as a mediator in dispute settlements. 

Major markets are already equipped with filters whose purpose is to 

avoid infringements of intellectual property rights. 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). Courts and the underlying case law will give legal 

guidance. Alternately, as some proponents of the decentralised nature of 

Web 3.0 have suggested, copyright rules will be liberalised, opening the 

path for decentralised-IP (Lee, 2022). Until it becomes clear based on 

precedent (i.e., case law), creators are urged to create a clear IP 

strategy, explain 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.  
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3.3 Opportunities 

  Decentralisation 

As a result of the widespread adoption of Internet 2.0, the power 

dynamics between suppliers and consumers have evolved dramatically 

and the purchase decision process, the customer journey, has taken on 

new shapes (Tueanrat et al., 2021). NFTs, which are a Web 3.0 gateway 

to traditional business, have the ability to circumvent the platform-centric 

environment of Web 2.0 (Grider & Maximo, 2021) and a move to trans-

medial use across decentralised apps. 

 

Blockchain inspired innovations will disrupt the world of digital marketing 

and commercial tactics for corporations (Treiblmaier, 2021). Music NFTs 

are poised to revolutionise the creator-community connection, since they 

will play a crucial role in creating better relationships between artists and 

fans while enabling artists to successfully monetise their intellectual 

property.  

  Entrepreneurship, Community Building and Fairness 

Convergence is occurring at different levels between the music business 

and the metaverse as a result of the incorporation of Web 3.0 

technologies. This shift is simultaneously altering the tastes of audiences 

and the manner in which groups engage around common interests. 

Creators of music are enabled to become entrepreneurs and advance 
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their fan base. Simultaneously, fans are becoming entrepreneurs as they 

actively participate in the creation process, are involved in the artwork, 

and contribute to the innovation cycle. 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. 

3.4 Threats 

Speculative Bubble 

The 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). According to 

transaction data gathered by OpenSea, the trading platforms' 

exceptionally low entry barriers have attracted a large number of 

speculators and financial investors (Chainanalysis, 2019). The value 

generation process of non-fungible tokens is driven by perception and 

expectations, on the part of influencer or communities compiled from 

whitelisting. (Chainanalysis, 2021). Whitelisting is a form of application 

control in which a list of trusted organizations, such as apps and web 

sites, is collected and granted exclusive permissions for network access.  

 

However, there is a 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. Because it the market lacks 
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fundamentals and transparency, it is difficult to capture pricing 

mechanisms for valuation and price predictability using conventional 

frameworks. Arguably, making behavioral finance a more appropriate 

framework for describing the pricing mechanisms of digital assets. The 

jeopardy to the NFT-ecosystem is owing to the lack of a “true” market 

value based on conventional fundamentals. Thus, the possibility of a 

bubble is particularly strong. 

Counterfeiting and Fraud 

While NFT markets have aroused considerable interest among investors 

and art lovers, the new technology has become the target of fraudulent 

schemes and illegal operations. Technically, an NFT is a derivative of the 

artists' original work, with the creator being the only authorised right 

holder to make an NFT. However, the market has seen an influx of 

fraudulent operations involving counterfeiters and con artists "minting" 

and selling NFTs without the authorization of their rightful owners.  

The increasing sophistication of blockchain-commerce and the caveat 

emptor principle, in which the buyer assumes the risk of purchase, are 

adding to the burdens of buy-side market players. Since anybody can 

produce NFTs, it is difficult to counteract illegitimate NFT minting in the 

absence of effective curation and onboarding protocols for NFTs sold on 

multiple markets. The minting process includes anonymous 

cryptocurrency wallet addresses making final-owner attribution and 
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consequent benefits distributions difficult. The enforcement mechanism 

against fraudulent trades becomes a conundrum. 

Environmental, Social and Governance (ESG) Concerns  

The minting procedure for the generation of NFTs comprises a 

confirmation protocol, a form of "proof of work" consensus method. This 

mechanism protects the integrity of the transactions' time-ordered ledger. 

The process involves miners to solve a complicated cryptographic 

challenge in exchange for the privilege of minting the NFT. The entire 

process require specialised computational capacity and IT-architecture, 

which often use enormous quantities of electricity (Castor, 2022). 

 

Figure 2 - Ethereum Energy Consumption Index 

 

Source: Digiconomist (2022) – Ethereum Energy Consumption Index, 
https://digiconomist.net/ethereum-energy-consumption, 
 

In an effort to fulfill the industry's sustainability criteria and in response to 

community outcry, development has shifted toward a proof-of-stake 

method that uses a fraction of the energy that proof of work does.  

https://digiconomist.net/ethereum-energy-consumption
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To date, none of the platforms have fully transitioned to energy-efficient 

alternatives, exposing the blockchain technology to regulatory sanctions 

comparable to the harmful New York Senate Bill S6486D, which resulted 

in a moratorium on all cryptocurrency mining activities utilising the proof-

of-work algorithm (U.S. Senate, 2021). In order 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. This technical transition 

poses a test for the whole crypto economy, as well as a chance to serve 

as a model for other businesses threatened by the social stigma of ESG 

activism in connection to their carbon footprint (De Vries & Gallersdorfer, 

2022). 
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4. Methodology and Data Analysis 

 

The methodology for this research is mixed methods. The results are 

presented as descriptive and exploratory. Following Leedy and Ormrod 

(2001), the descriptive research approach is a basic research method 

that examines the situation in its current state and involves identification 

of attributes of a particular phenomenon based on an observation or 

correlation. For this research, the authors entertain working hypotheses. 

A working hypothesis is understood in the sense of Oppenheimer and 

Putnam's well-known publication, Unity of Science as a Working 

Hypothesis (1958). Paraphrasing Oppenheimer and Putnam, given the 

force of reason, a working hypothesis is that which can be accepted 

assuming that further work can be done without declaring its validity or 

denying that truth may be unattainable (Oppenheimer and Putnam, 

1958). The working hypotheses can subsequently be rigorously tested by 

confirmatory data analysis. Confirmatory data analysis is structured, and 

rigorous, exploratory data analysis can be open-minded and speculative 

(Tukey, 1980). 
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Two research questions are pursued based upon the 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? 
 

Considering Q1, the literature indicates divergent points of view on the 

issue of blockchain inspired technologies as disruptive-or-

transformational innovations. On balance, it is reasonable to categorise 

NFT technology in the Web 3.0 economy as a digital innovation with a 

transformative character. Patrickson (2021) suggests that early evidence 

suggests that emerging blockchain technologies are potential disruptors 

with respect to value exchange and intellectual property management. 

More specifically, for creative industries, the technologies considered are 

likely to have disruptive legal consequences as well as disruptions of 

sales and distribution processes. They are also likely to have second 

order effects in the realm of societal-political matters. However, 

blockchain and NFTs are already being used for transformational 

efficiency gains in existing systems.  

 

Q2 demands understanding the music market participants with respect to 

entrepreneurial acumen, their own or access to technology expertise as 

well as cultural factors, which can either accommodate technology 

enabled change or act as barriers to success. First, putting the 
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oligopolistic segment of the music business aside, it is well-known that a 

large percentage of independent participants in the music do not achieve 

profitability in strictly financial terms nor do they monetise their value 

defined in terms of gains from physical and digital products, skills, 

knowledge, and sharing creation with stakeholders that meet their needs 

and wants (Dutra et al. 2018; Osborne, 2017; Acquier et al. 2019). 

Second, blockchain technologies are complex and knowledge required 

for effective implementation is generally not a part of an artist's 

education, and third, individuals are likely to have varied degrees of 

resistance to change and trust (Abbate et al, 2022).  

 

Qualitative Research 

The objective of the qualitative research is to advance knowledge 

describing the phenomenon of NFTs in the music industry and provide 

comparability between sourced data and existing theoretical and 

operational knowledge. With the objective in mind, three semi-structured 

expert interviews were conducted (Bogner & Menz, 2009).  

 

Three semi-structured interviews were conducted with Mr. Vasja Veber, 

VIBERATE Analytics; Mr. Daniel Haudenschild, CEO of Orygin 

Foundation and President of the Crypto Valley Association; and Mr. 
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Georg Bak, Digital Art Advisor for Tokengate, Board Member 

Elementum.art. 

Research Question Q1 

In response to the question concerning whether NFTs are to be 

considered as a short-term "hype" or a longer-term trend, Georg Bak 

argues "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. The innovative technology equally offers a huge potential for 

many other industries. NFTs are not only employed in the art sector but 

equally for games, collectibles, real estate in the Metaverse or for 

domain names. We expect especially the gaming industry to be at the 

forefront of the rise of the NFTs. Recent analysis of the NFT trading 

volumes have displayed that the digital asset class has outperformed 

Bitcoin and Ethereum in the last six months with extraordinarily 

successful project like BAYC, Cryptopunks, Moonbirds, World of Women 

and others. This performance has attracted many investors and brought 

additional liquidity to the marketplace. 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" (Bak, 2022).  

Research Question Q2 

Vasja Veber from Viberate stresses that the biggest opportunity for NFTs 

selling royalties directly to fans, monetising their work entirely or partly in 
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an early stage. Fans can by tokens and generate revenue every time the 

track gets played on Spotify, Apple music or others. The fact that tokens 

are transferable creates a vibrant market environment where people will 

trade song royalties like commodities and stocks. By allowing fans to 

acquire royalties on new tracks will certainly shift powers withing the 

industry. So far song ownership was primarily reserved to large 

publishers and high net worth individuals from the music industry. The 

NFT royalty tokens will enable anyone to become rights owner to a song 

and generate revenue every time that song gets played. This will also 

create much more loyal fan bases because fans will become partners of 

artists (Veber, 2022).  

 

For Daniel Haudenschild from Orygin Foundation the most attractive 

feature of the token economy for the artists is the lifetime earning 

potential on resale royalties as any time art is resold money goes back to 

the original artist. The 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 (Haudenschild, 2022).  

 

NFTs as a social or community token has a strong potential which was 

already showcase in recent months. Snoop Dogg, for example, has 

released his first PFP NFT and grants exclusive access rights for some 
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events to his fan community owning one of these NFTs. All major brands 

have implemented token strategies to engage with their communities and 

the recommendation is for others to follow the pattern. Likewise, 

celebrities should use their fame and activate their fan base in the token 

economy as an enhanced branding strategy (Veber, 2022). 

 

Discussion  

The expert interviews confirm that NFTs rightly have a reputation for 

being a transformative tool that can and will change the art and music 

market. For artists and music creators, it is a powerful instrument 

because it regulates the resale of artwork in a sustainable way by 

guaranteeing lifelong royalty payments to the creator for each download 

or sale in secondary markets. Next to its functionality as a 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. Vasja Veber mentioned a pilot 

project where NFTs represent booking contracts that equip the fan 

community with the capability of acting as booking agents for their 

favourite live acts. Gregor Bak, as a prominent digital art expert, has 

stressed the importance of NFTs 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. The experts further 
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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.  

 

The qualitative research confirms concerns regarding ESG aspects, high 

transaction fees and low processing speed of platforms such as 

Ethereum. With regard to the mass adoption of the technology, research 

confirms that minting and trading with NFTs is still reserved for a select 

group of users who already have an established community. Complex 

whitelisting procedures for the listing of NFTs are an important success 

factor in NFT trading and tend to be high entry barriers for newcomers 

with underdeveloped communities. The weaknesses of the technology lie 

in concerns around investor and consumer protection, as current 

jurisprudence regarding property rights, copyright, and tax aspects have 

not yet reached the desired level of maturity to ensure comprehensive 

legal protection. 
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Quantitative Research 

  E.U. Survey 

The quantitative research is based upon a purpose-designed 

questionnaire in two parts. Part One provided demographic information 

and Part Two included 20 statements set against a five-point Likert 

scale; (1) strongly disagree to (5) strongly agree. The statements were 

grouped in 3 categories: NFTs, Music and Music Industry Business, and 

Investment, Arts and Music. Data for the first 25 respondents were used 

to establish an internal reliability of the instrument. A Cronbach's Alpha 

coefficient of .876 was achieved, which is statistically very good. 

 

Questionnaires were distributed to N respondents across 20 EU 

countries through the market research provider Pollfish. The total 

number of respondents was n=200. Randomised to consumers in 

targeted demographics. In order to avoid river sampling, respondents are 

invited to participate in the survey using the Pollfish double opt-in 

procedure. 

 

The survey sample includes respondents from 20 EU countries. 

However, the distribution is particularly dense for Spain (30), Poland 

(28), Italy (27), and France (21). The sample is relatively balanced for 

female (48 percent) and male (52 percent) respondents. The 18-24 and 
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25-34 age categories are the most heavily populated. Only 10 

respondents were aged 55 or older. Most of the participants had high 

school degrees (44) or college-university educations at the 

undergraduate (116) or graduate levels (33). For the most part, 

respondents reported being employed at the level of employee 

(salaried). The modal household income was reported as less the €20K, 

although the distribution is nearly equal across categories less than €20K 

(57), between €20K-€34K(52) and €35K-€49K(50).  

 

Results 

Table 1 indicates the categories of statements and number of statements 

per category. 

Table 1. Categories in questionnaire with numbers of statements. 

Category Number of Statements 

NFTs 6 

Music and the Music Industry 

Business 

8 

Investment, Arts and Music 6 

 

  Particularly interesting are the responses to statements 1 and 2, "I am 

familiar with the concept of NFTs" and "I am knowledgeable about NFTs 

both in theory and practice", respectively.  
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The results indicate that on average familiarity with NFTs and knowledge 

about NFTs in theory and practice of falls between "unsure" and "agree". 

However, the modal category for both statements is 4 indicating that 

based on the value that appears most often, respondents felt strongly 

about their familiarity and knowledge of NFTs. The results raise the 

possibility of some degree of upward inertia. 

 

Descriptive statistics for statements 1 to 20 yield a hyper-distribution of 

the responses to statements. The estimated grand mean is 3.30 and 

standard deviation .311. The average median is 3.50 with standard 

deviation .513. However, 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 the left tail is long 

relative to the right tail. Negative values of kurtosis indicate that a 

distribution has thin tails.  

 

A clustering exercise was undertaken. Application of K-means clustering 

resulted in two clusters, however, evolution of the inertia and silhouette 

score raised some ambiguity, so as an alternative, agglomerative 

hierarchical clustering (AHC) was applied. The results from the AHC 

algorithm are shown in Figure 2 as a dendrogram. The algorithm 
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confirmed the K-means application of two clusters, however, the 

dendrogram is more readily interpreted. 

 

The dendrogram for the data shows the 20 statement points are merged 

from two to a single cluster indicating homogeneity at the line shown at 

approximately 310. 

 

With the exception of statement 8 (I am not familiar with the revenue 

sharing mechanism for music creators and intermediaries), the 19 

remaining statements are found in the red groupings. 

Statement 19 (As an investor, I believe investments in digital art are 

attractive) and Statement 20 (As an investor, I believe that investments 

in music NFTs are attractive) are most similar. Statements 1 and 2 

referred to above, are the next two most similar statements. Table 4 

shows the clustering by level. Overall, the clusters are confirmatory with 

respect to the sections of the survey. The role that investor preferences 

take is ambiguous. 

Figure 2. Dendrogram, agglomerative hierarchical clustering (ACH) 
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Given that this is exploratory, it is necessary to clarify that the empirical 

work is presented as purposeful for generating working hypotheses in 

the sense cited above. While intuitive relationships between the 

statements have been considered, such a priori hypothesis must not be 

confused with the more rigorous standards associated with hypothesis 

testing in confirmatory quantitative research. As clarification of this 

purpose, examples of a priori hypotheses are presented in Table 2 with 

realised estimates of Spearman correlation coefficients. If statistically 

significant, the estimated relationships indicate associations and not 

causal relationships. 
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Table 2. 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  

*Default null hypothesis Ho: ρ = 0. Correlations significant at the .05 level 

or better shown in bold. 
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While the matrix of estimated correlation coefficients is not shown for 

length considerations, however, it is clear that there is a preponderance 

of significant correlation coefficients suggesting considerable collinearity 

between the responses to statements. In addition, it is clear that 

statements 8 (I am not familiar with the revenue sharing mechanism for 

music creators and intermediaries) and 10 (As a fan of music, I prefer to 

engage with my favorite artists by listening to their recording) show 

relatively few significant correlative relationships. 

 

Given the large number of statements, the correlation matrix is difficult to 

study properly. There are too many pairwise correlations between the 

variables to consider. The two most common variable reduction 

techniques are principal components analysis (PCA) and factor analysis 

(FA). PCA involves the eigenvalues and eigenvectors of the variance-

covariance matrix associated with the vector of variables. The estimated 

principal components are defined using the eigenvectors as the 

coefficients associated with the variables. The objectives are to 1) retain 

only the first k principal components explaining most of the overall 

variation, and 2) avoid loss of information, the proportion of variation 

explained by the first k principal components should be as close to 1.0 as 

possible.  
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PCA analysis indicates most of the variation is captured by the first two 

principal components. and 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 statements 1, 2, 5 and 20. The results 

of both the PCA and FA analyses suggest that for future research, an 

abbreviated survey can be entirely adequate in the context of this 

research.  

5. Summary and Concluding Remarks 

There is no doubt that NFT has triggered a landslide in the music 

industry, igniting a turnaround in long-established structural marketing 

and distribution concepts. The traditional music industry has always 

operated with the dimension of mass distribution in contrast to the visual 

arts, which mostly produces originals and connects to the concept of 

uniqueness. The new technology around NFTs has made the entire 

music industry turn around by offering music fans unique exclusive music 

events, as well as one-of-a-kind and personalised consumer products. 

By adopting the principle of scarcity, the industry is responding to 

changes in consumer preferences since it satisfies the growing demand 

for personalised fan experiences. NFTs are touted to enable the 

democratization of the music and art industry. The technological platform 

offers limitless marketing opportunities for music creations and related 
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products. With the expansion of the Metaverse, the music industry faces 

a unique opportunity to entirely reimagine channels of music 

consumption and community engagement, thus defining a new class of 

metapreneurship. The 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. Research findings confirm that the 

allegedly disruptive aura that is frequently attached to the technology do 

not, according to the recent developments in the NFT ecosystem, qualify 

to be categorised as disruptive innovation based on the widely accepted 

disruption theory (Christensen 2015). It can be demonstrably stated that 

the incumbents have reacted effectively and in a timely manner to the 

potential threat of disruption and are well positioned to benefit from novel 

economic models. Tech giants and music majors have already secured 

outlets for Web 3.0 marketing and have commenced reshaping the 

outreach to their communities. There is an evident threat of the rise of a 

digital oligopolistic economy, in which a few large players dominate and 

control the biggest share of the total market, making it increasingly 

difficult for newcomers to also gain a foothold and establish themselves. 

The conducted quantitative survey has confirmed that the level of crypto 

literacy amongst average consumer is still quite low. The observed 
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under-regulation of the crypto industry means that only a small elite can 

navigate safely in the environment while having full control of the 

technology, whereas the average consumers and neo-entrepreneurs in 

the digital worlds are exposed to ungoverned legal and financial risks. 

The recent collapse of the Ethereum blockchain caused by a large-scale 

transaction initiated by Yuga Labs "Otherside" mints (Nasdaq 2022) has 

caused many NFT minters to incur substantial losses due to the 

exorbitant gas fees. This and other incidents have unveiled the 

limitations and shortcomings of existing blockchain technology.  

 

It is hard to exaggerate that the time is ripe for a radical reshaping of 

value creation in the music industry. A new equity model for music 

creators should catalyse a forward integration with their fan base, thus 

transitioning into entrepreneurship. The world of NFTs to identify unique, 

virtual objects offers enormous potential for creative campaigns, and 

completely new business models in the fan economy. To reap the 

maximum potential of the crypto technology, and embark on mainstream 

exploitation of the new medium, national and international legislators and 

regulators are required to collaboratively engage to entirely demystify the 

underlying technology and create a higher degree of crypto literacy. The 

role of regulators and lawmakers is to enact protective technical, 

intellectual property and regulatory frameworks that will allow NFT 
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minting and subsequent trading activities to operate in a controlled 

environment. 

 

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 and the application of NFTs, the crypto literacy of the broader 

public is still in its formative days. The 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. The proposed 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. The outcome of such an initiative will define 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. 
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