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Background
● The recorded music industry has reported significant growth since 

2015, streaming being the main source of growth. According to the 
latest report by Goldman Sachs, its growth will likely to nearly double 
by 2030 (Ingham, 2022). 

● Despite the bright outlook for industrial growth, controversies still burn 
over the fairness of the way music revenue is distributed in the 
market. 

● Why are music creators reportedly struggling when the record industry 
is growing so fast?  (Hesmondhalgh et al 2021). 

● Focus on a shift from music as a commodity to an asset through 
which value being is found in the future income from artists as assets 
to income from past investments in the form of back catalogues.  



Music As a Commodity I
● Taylor (2007) shows how music became commodified in the 

advancement of reproduction technologies and the elaboration of market 
practices. 

● Sterne (2012) shows how the end of music as a ‘thing’ challenged the artificial 
scarcity that music as commodity rests upon, ‘under the protection of 
intellectual property’, which “privileged a commodity form for music that 
resided in liberal notions of property, alienable labor, and ownership (p.224)”. 

● Music was reestablished within the material-commodity perspective. For 
example Morris, (2015) suggest the concept of ‘micromaterialised music’  - 
the artefacts may have disappeared from view, but recorded music still 
maintains material form, however ‘small’ in the economic circuits and 
infrastructures of digital music.



Music As a Commodity II
● Fleischer (2017), however, is critical of this approach and casts doubt on 

the widely perceived concept of music as a commodity. 
○ Streaming is clearly different because streaming services has no 

product to sell: the only thing up for sale on streaming is subscription. 
● deWaard (2017) hints in his research about the industrial shift in which 

the music industry geared up their risk-hedging practice, including 
financialisation processes in which music has become a means to ‘invest, 
hedge, exploit and extract (p.118),’ than to cultivate or nurture. 
○ Driven by private equity finance, he contends, this mode of music 

business prioritises ‘the highest possible return in a short period of 
time (p.119)’ at the expense of culture. 



Assetisation
● Veblen (1908) noted the capitalization process can be understood as 

a creation of an asset that enables the capitalist to turn the capital 
goods into an income stream. 

● Birch (2020) developed the perspective of the ‘technoscientific 
capitalism’ which treats a wide range of assets as now constituting the 
principal forms of contemporary capitalism. 

● Rather than just controlling of the means of production of 
commodities, “things”, data, infrastructure, ownership rights, 
knowledge etc are reconfigured as assets to generate revenue. (Birch 
2015).



Rentiership
● ‘Rentiership’ (Birch, 2020; Birch and Muniesa, 2020; Christophers, 

2020; Zeller, 2007) through which the valuation is driven by 
expectation of future revenue from an asset rather than immediate 
revenue from production for consumption. 

● Calculable returns enable financial capital to valorise the assets 
turning them into sources of revenue. 

● “Intangible assets like IPRs are both a resource in commodity 
production and an income stream (e.g., licensing), representing 
knowledge monopolies that accrue monopoly rent (Zeller 2008).” 



Intellectual Monopoly
● The concept of intellectual monopolies, characterised as a new species of 

capitalism (Pagano, 2014), does not stop at exploring how monopolistic 
and oligopolistic firms exploit their market positions as passive rentiers 
but goes one step further and emphasises their active behaviours to 
maintain their monopoly, subordinate others by aggressive strategies in 
R&D, mergers and acquisitions, but also act as ‘rule-setters’ that ‘govern 
the market and production’ with their advantageous position (Rikap, 
2021a: 30) 

● Drawing upon the concept of ‘predation’ (Veblen, 1992), this concept 
explains how intellectual monopoly is not used just for value creation but 
to augment the intellectual rents by generating surplus-value with the 
superior force at the expense of subordinate organisations and workers 
(Rikap, 2021b). 
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Conventional Music Economics
● The conventional economics of music business has been characterised with 

commodification of physical products through which “the central legal  raison d’
être” revolved around “the unit-based song”(Scherzinger, 2019: 635).

● This development of copyright has been understood in three main stages (Laing, 
2004): 
○ (1) music publishing in which sheet music was the driving force for the 

business and copyright protection mechanisms until the 18th century 
(Garofalo, 1999); 

○ (2) In the early 19th century, eventually it gave rise to the dominance of 
recorded music business from which mass production of sound recordings;

○ (3) In the late 1990s, the dominance of the Anglo-American entertainment 
market to achieve prominence through an oligopoly of five big multinational 
firms, known as the big five, who dominated 70-80% of the global music 
market.  



Changing Economics in Music Streaming
● Around 6 months of the cycle of production in the physical era vs. a song now 

has eternal life, in comparison to the previous short and finite cycle. 
○ Music, on streaming platforms, has also become turned into a means to 

generate ‘eternal return,’ potentially at the risk of undermining risky 
investment in future music.

● In contrast to the upfront payment generated in a shorter period of time after 
the release, streaming  revenue is generated over a long period time.
○ Whilst the scale of economy was always important for superstar driven 

economics in music (Rosen, 1981), the trickled-down pay-per-stream rate 
has made the scale even more important, as the revenue becomes 
meaningful either accumulated over a long period of time or generates 
high volumes in a short period of time. 
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Increased Private Equity
● M&A is not new in the music industry. What is new is the increased private 

equity in the major music corporations accelerated in the digital disruption. 
● It began with Warner Music Group (WMG)’s $2.6 private equity acquired by 

Bain Capital in 2004, who tripled their original investment within a year’s time, 
and sold their investment in WMG for $3.3 billion to Access Industries in 2011. 
In this process, around 20% of the WMG staffs, thousands of musicians, as 
well as the historic label management capacity have been cut (The Times, 
2005). 

● The next wave of financialisation took place with EMI in 2007 when it was 
purchased by private equity firm Terra Firma Capital Partners who then laid 
off 2000 employees, one third of EMI’s staffs and lost the some of the most 
successful artists roasters such as Radiohead (Billboard, 2010). 



Financialisation
● Finance capital is a strategy widely used in media corporations to maximise 

accumulated income, through private equity which is used to “mak(e) money from 
money than from direct investment in production (Crain, 2009: 209).” 

● Private equity typically involves structural reorganization, with the primary goal of 
maximizing the market value of a property so it can bolster the outlook of 
profitability and ultimately to be sold in the near future (Crain, 2009: 225). 

● In its “cost-cutting, quick-selling ethic of private equity ownership strategy”, the first 
priority is the “short-term windfalls for investors (Crain, 2009: 226),” and therefore 
seeks to “disempower the irresponsible ‘creatives’, and impose financial 
discipline (Leyshon, 2014: 148).”

● These so-called Big Three not only survived the challenges of digital disruption, but 
they also metamorphosed into a surplus-generating machine. 



Sony’s acquisition of Kobalt
● AWAL and Kobalt Neighbouring Rights (KNR) at US$ 430 million in 2021. 
● The main reason behind the acquisition is the new dynamic in the music business: 

whilst AWAL takes a staged approach to nurture new talents, by the time an artist 
is ready to go mainstream, and ready to bring back to revenue invested so far, 
artists are snatched by majors with their massive advances (Ingham 2022). 

● From the financial capital perspective, this signifies a shift in labels’ strategy in 
Artists and Repertoire (A&R). 

● It has already been noted that the A&R has become much more risk-averse in that 
labels tend to sign artists who has a clear indication through their data that they 
have sizeable audience (Arditi, 2020: 97–8). 

● The increased M&A demonstrates the labels’ emphasis in building a diverse 
roster for their profit maximization.
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Favourable Terms
● Favourable terms for the labels with their power stemming from the bulk of catalogues

○ Equity Stakes in Spotify/Most Favored Nation (MFN) clauses where Sony can 
amend the contract if a better deal is made by another music label/ Minima 
guarantees so they will have the minimum amount of sum, regardless of the 
streaming services’ profitability, 

● The ultimate gain of the negotiation, arguably, is the 52% of the revenue share 
allocated to the record labels.
○ By basing the share on their traditional business model in which record labels had 

to bear great amount of risk and investment involved in physical products from 
manufacturing, storing to distribution, the labels kept the same percentage share 
of the streaming revenue whilst their risk and investment is now borne by 
streaming services (labels argue this cost has been matched by their increased 
investment in A&R).



Legal Interpretation
● With the asymmetric power and information and lobbying resource, the 

Big Three also manoeuvred the legal interpretation of music streaming to 
their benefit. 
○ Streaming is defined under the ‘making available right’
○ Labels benefit from the 50% of the revenue, instead of 25% if defined 

as broadcasting, under this legal interpretation. 
○ Labels have enjoyed further advantage by creating a surplus when 

remunerating their artists: Whilst labels ‘licence’ their music to 
streaming services, they count streaming as a ‘sale’ hence recouping 
the excess.



Income from Back-Catalogues
● An additional benefit of the ensured exposure of their catalogues comes from 

the increased music consumption of the back catalogues on the streaming 
music platforms. 
○ According to BPI (2020)’s data, 65% of the streaming listening is from the 

legacy catalogue.
○ Most legacy contracts are signed under the life of copyright, with very low 

royalty rate and have no specific terms on streaming unless 
re-negotiated. 

○ For labels, this is another CD era windfall: The difference is that labels 
paid the due amount to their artists during the CD era, whilst in the 
streaming era, labels are compensating their artists much less.
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Capital Investment
● There has been a flurry of rights acquisition by a few investment firms 

leveraging capital from outside the music industry. 
● The Hipgnosis Songs Fund: as of September 2021, the company 

owned 146 catalogues, 65,413 songs, accounting for $2.55 billion 
aggregate fair value. It reported 31% of year-on-year net revenue 
growth, driven by an increase in the fair value of the catalogues 
(Ingham, 2021). 

● Shamrock Capital owns rights for Rihanna, Beyoncé, Katy Perry, 
Taylor Swift

● The Big Three have also joined the forces of acquiring rights. 



Securitisation
● Known as ‘securitisation,’ this practice of assetising IP was initially exploited in the late 

1990s by David Bowie, a British singer-songwriter (Chu, 1998; Kerr, 1999). He sold all 
the back catalogues to an SVP (Special Vehicle Provider), which earned him $55 
million, as well as receiving on-going 

● Payments from songs used to be paid up front and irregular, many songwriters saw this as 
their retirement plan that would not be affected by the precarious nature of the music 
business (Sisario, 2020). 

● The constant flow of income stream from streaming music meant that aggregated 
catalogues could generate a stable cash flow to investors. 

● In addition, investors believe the music catalogues are currently undervalued the lag time 
in payment for songs – which takes from 6 months to a year - means investors can benefit 
from a good sudden fortune as well as secure returns (Music Business Worldwide, 2022). 



Conclusion I
● Music is increasingly treated as an asset, rather than a commodity, as a tool to 

generate surplus rent for major music corporations and new finance-driven 
companies. 
○ The accumulated IP titles have become an asset to negotiate advantageous 

deals. 
○ The majors’ ownership of IPRs played a significant role in value judgement of 

streaming music allowing the majors to act as rule-setters: Equity stakes from 
the DSPs, setting the favourable licensing deals, legal interpretations as well 
as ensuring exposures on the playlists

● The growing financialisation driven by private equity in the music business not 
only solidified the concentrated market power the majors have enjoyed, but 
also turned music into a mere means of assetisation to generate continuous 
stream of income. 



Conclusion II
● Their primary purpose of profit maximisation comes at the expense of 

distorting the fundamental logic underpinning the music business through 
which artists of whatever level, who used to be at the centre of the business, 
are receding on a conveyor belt, most of whom generate meaningless 
pennies, and few become the next big sound.

● The new assetisation of music in streaming prioritises profit over creativity or 
innovation and in turn, places a greater emphasis on back catalogues over 
artists future development: back catalogues can ensure an immediate and 
constant stream of income without much promotion, whereas developing 
artists is painstaking, risky, unpredictable, and often less profitable. 



Conclusion III
● This profit-focused business ethos inevitably alienates the very essence of the 

business, artists, and further raises a question on the future supply of creative 
production of music. 
○ The business based on intellectual monopoly capitalism augments and 

intensifies income inequalities, enriching those who already have, whilst 
depriving opportunities for those who don’t. 

○ If remain unchecked, this increasing exploitation of back catalogues to 
enrich big players will come at the expense of jeopardising future cultural 
experience. 

○ Low-hanging fruit will eventually run out unless fertile ground is created 
for continued growth of fresh new products.


