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Organizational and Economic Consequences of the  
Music Streaming Economy 

 

This paper analyzes structural effects of the transition from sale of music in physical and digital 

form to the access-based business model of music streaming. The paper builds on existing research 

in cultural industries and ‘the industrial information economy’ (Benkler 2006), and seeks to 

provide knowledge on the economic consequences for musicians in the new music economy. 

Central to this topic are new consumption patterns, business models, and principles for royalty 

payments, which this project will explore through qualitative methods while also benefitting from 

the opportunities for quantitative methods offered by the large amounts of data that are collected 

at music streaming services. 

The project’s main research question is: 

• How does the transition to a streaming based economy of recorded music affect the business 

models of the Danish recording industry? 

The project combines qualitative and quantitative methods in order to develop knowledge of the 

changing structural conditions and assess the consequences of these changes for different strata of 

musicians.  

Brief Description of Disciplinary Context 
This paper relates to existing research on the organizational and economic structures in the music 

industries and related cultural industries (Hesmondhalgh 2013; O’Reilly et al 2013; Wikström 

2013; Frith 2001; Negus 1993). This research literature contributes with knowledge about the 

media economy of music, and its impact on the business models and organization of the music 

business. But the majority of this research has been developed in relation to older media 

technologies. This paper seeks to contribute specifically with knowledge about how the transition 

to on-demand streaming services changes the music business structures that have been identified 

by the established research in recent decades. 

The paper builds on media studies in understanding that the transition from sales of physical 

digital copies to streaming is not only a shift from one format to another, but that new 

technologies, user patterns, and associated principles of royalty calculation entails economic and 

cultural changes.  
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The cost of production and distribution has fallen, which has significantly lowered the barriers of 

entry into the market. As a consequence, digitalization has dramatically increased the availability 

of music. The expectation has been that this would lead to a differentiation of user behavior that 

would lead to an increased significance of niche music (Anderson 2006). It is however unclear 

whether this has actually been the case. On one hand streaming does lead to increased diversity in 

consumption, but on the other hand analyses have pointed to the digital music economy being a 

‘blockbuster’ or ‘superstar’ economy (Elberse 2013; Mulligan 2014). 

There are existing studies of the consequences of the shift from physical (CD) to digital (download) 

formats (Bødker 2004, Bhatteacharjee et al 2007; Elberse 2010). However, streaming represents a 

significantly different economic model from both physical and digital sales. With streaming, music 

is monetized as a service rather than as a product (Wikström 2013), and money are paid out to 

rights holders as a continuous stream of micro payments as the music is listened to, rather than as 

a lump sum when the music is acquired. Even though a few studies have examined streaming 

markets (e.g. the Norwegian research project Clouds and Concerts1), the consequences of this 

fundamental shift in monetization are largely unknown. 

Methodology 
The analysis is based on explorative qualitative interviews (Kvale 2002) with a broad selection of 

Danish music industry executives, music managers, representatives from musicians’ unions, and 

musicians. In the first part, these interviews are supplemented with data on industry revenue as 

well as data on user patterns supplied by one Danish major label, and analyzed in dialogue with 

existing theories of the organization and economy of the recording industry (Wikström 2013, Stahl 

2013, Elberse 2013, Frith 1998, Negus 2001, Negus 1993, Hesmondhalgh 2012, Sterne 2014) to develop 

an analysis of three main themes: First, the conception of a ‘Blockbuster’ (Elberse) or ‘Winner-

takes-all’ (Brynjolfsson & McAfee 2014) is developed to provide an understanding of the overall 

tendencies in music streaming consumption. In particular, the analysis will explore how the rapid 

growth in available music affects our understandings of market concentration. Second, the 

changing role of the ‘back catalogue’ is examined. In an economy that remunerates rights holders 

in micropayments each time their music is actually listened to, rather than in lump sum when the 

music is acquired, the economic importance of previous releases increases. Third, the legal 

framework and principles for royalty payments are examined, and the concept of ‘option value 

blurring’ (Wikström 2013) is developed to analyze the complex interests in play in the relationship 

between music industry actors and music streaming services in terms of business models.  

                                                        
1 http://www.hf.uio.no/imv/forskning/prosjekter/skyogscene/ 
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Expected Main Contributions 
The paper’s main contribution is the development of a framework for a nuanced understanding of 

the way the transition to music streaming as the dominant form of consumption of recorded music 

affects the business models of recorded music. This is used as a basis for an analysis of the ongoing 

organizational and economic changes in the Danish recording industry. The analysis will combine 

qualitative and quantitative approaches to provide a nuanced analysis of the issue. 

The paper contributes to the field of music business research with a fundamental exploration of 

evolving issues within the Danish market, which – along with Sweden and Norway – are among the 

early adopters of music streaming. The paper might additionally inform policymaking and business 

strategies in Denmark as well as other markets where streaming is less dominant. 
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