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Introduction

In the mid-2010s, I had been working as a freelance music journalist for about a decade, and like many other freelance music journalists, I of course had other jobs. One of them was at a DIY music venue in Brooklyn. If there was an indie rock or post-punk band playing in town at the time, I probably saw them, talked to them across the bar, or handed them an envelope of cash at the end of the night. As soon as I became interested in writing my first article about Spotify, the floodgates opened.

All I had to do was bring up the topic of music streaming, and everyone from entrepreneurial label owners to anti-industry punks had an opinion, some intel, or a story tip. In the summer of 2016, a friend who worked in the music industry suggested that I investigate how the major labels were influencing Spotify playlists. A musician I knew from the venue linked me with my first source. It was immediately clear that playlist politics only scratched the surface of streaming-related topics deserving investigation. What started as one blog post turned into almost a decade of researching, writing, and asking questions.

As it turned out, 2016 was a fascinating year to begin covering Spotify. It had been exactly ten years since the company was founded in Stockholm by two advertising industry men opportunistically capitalizing on the music industry’s weak status in their home country, thanks to the seemingly unstoppable force that was digital music piracy in Sweden. And it would only be two more years until Spotify went public on the New York Stock Exchange, which meant that in those days, the company was doing everything to make itself attractive to future shareholders. “Everything was about shifting to profitability,” a former employee told me. “Everything was about a good IPO, and good shareholder value.”

Like other technology companies in the twenty-first century, Spotify spent its first decade claiming to disrupt an archaic industry, scaling as quickly as possible, and attracting venture capitalists to an unproven business model. But the product itself—stream all the world’s music for $9.99 per month, or for free with ads—was not turning a profit, which investors would soon demand.

From the app’s European launch in 2008, to its U.S. arrival in 2011, to the stock market listing in 2018, Spotify reinvented itself repeatedly: as a social platform in 2010, an apps marketplace in 2011, a hub for what it called “music for every moment” by the end of 2012. The next year came its big move into curation, hiring a staff of full-time editors to compile playlists themed to moods and activities, followed by its 2014 investment in algorithmic personalization tech. All of this so-called innovation was going to “level the playing field” for artists, Spotify obsessively promised.

What we actually got, though, were playlists heavily dominated by major label acts, endless feeds of neo-Muzak loaded with ghost artists—anonymous, stock music commissioned at a discount—and a series of pay-to-play schemes. Those include the controversial Discovery Mode program, which sells (mostly independent) artists and labels algorithmic promotion in exchange for reduced royalty rates, and frames it as an “opportunity.” This cost-saving initiative is a move popularly regarded as a new type of payola, the term that emerged in the 1950s to describe the process of record labels making under-the-table cash payments to radio stations in exchange for airplay. For artists trying to figure out how to survive these shifts, there have for many years been more questions than answers.

I’ve long been confounded by the expectation that we simply accept the dealings of the powerful as unexplainable. It’s a perspective informed by my background in DIY music spaces, where we try to live the reality that there are other ways to think about collective culture. Grassroots music communities often work directly to demystify the process of making, distributing, and sharing art. If you show up to a gig an hour before doors, someone might ask if you can help set up chairs or run to the store for some ice. At the end of the show, it’s not uncommon to discuss what each band was paid and whether the splits were fair. When it comes to recordings and labels, transparency is held as a foundational ideal worth aspiring to. With music streaming, it was jarring watching independent artists become convinced to accept a new system that no one could understand.

In my writing and reporting, I’ve been driven by a deep impulse toward demystification—toward shedding light on the inner workings of streaming companies and debunking the myths they perpetuate. Sometimes it feels more complicated and convoluted than I could have ever imagined. Other times it all just feels like music industry business as usual. The truth is somewhere in the middle: the story of streaming is as much about what’s changed as it is about what’s stayed the same.

By the mid-2010s, digital media platforms more broadly had been conflating themselves with democracy and self-expression for years, disingenuous claims comprising a defining propaganda project of the Web 2.0 era. Spotify was part of this. The music streaming service had worked tirelessly to position itself as a neutral platform, a data-driven meritocracy that was rewriting the rules of the music business through the power of its playlists and algorithms.

The now-normalized model of an every-song-in-the-world subscription service is a functional impossibility without the participation of the major label oligopoly of Universal, Sony, and Warner, though, who together control 70 percent of the recorded music market. That put the majors in a position of power when they started negotiating their initial deals with Spotify—which was not the first streaming service they all licensed—and by that time, their standard streaming contracts had come to require the labels getting equity, advances, free advertising, and influence over how the platform evolved. At the time Spotify launched, the majors together owned a nearly 18 percent stake in the company.

This is all to say, the very concept of music streaming was designed for the benefit of extremely popular, major label music. But independent musicians have also been expected to conform to its one-size-fits-all model. This is strange and new: independent music has historically maintained its own economies, with its own retail outlets and promotional ecosystem, with dedicated fanbases particularly likely to pay for records and downloads. And while it has become common rhetoric to discuss the algorithm-driven platform era in terms of its flattening of aesthetics, this is also part of the flattening that has occurred: the flattening of the winner-take-all pop star world and the working artists of the independent world. Flattening might really just be another way of thinking about media consolidation.

In her 2014 book The People’s Platform, the writer and filmmaker Astra Taylor challenged the idea that the so-called digital revolution had democratized culture. In particular, she warned that the same problems of “consolidation, centralization, and commercialism” that defined our old media systems would continue to shape the digital world without a serious reckoning. “Networked technologies do not resolve the contradictions between art and commerce,” she wrote, “but rather make commercialism less visible and more pervasive.”1

There are evergreen lessons for the music world. Independent music—or underground, DIY, alternative, whatever imprecise word you prefer—is also the province of participation and experimentation. Many are drawn to these more subterranean musical worlds because they are places to get involved: start a band, create a radio show, book concerts. The platform era capitalized on people’s impulses to want to participate in their own lives, to share their writing and photos and favorite songs, in pursuit of the human need for connection. Being able to participate does not mean that what you’re participating in is fair, though. And platforms mostly only offered the illusion of togetherness. They are not public squares; they’re corporate digital enclosures where your every move is tracked. Streaming, and Spotify in particular, created a music-themed version, where participation was captured, reduced to data points, and used to strengthen a commercial machine, to achieve the financial goals of Spotify and the majors.

It was not Spotify, or streaming for that matter, that first created the conditions that listeners and artists find themselves existing within today, where art is conflated with content. The roots of commercialism inflecting creativity predate even the era of recorded music. Interrogating the streaming status quo is just one way into that bigger story, at one of its contemporary front lines. And while Spotify’s rise to power does not encompass the entire history of streaming, its scale and ubiquity make it a useful entry point to understanding the plights of listeners and musicians today.

In the story of Spotify is the story of a broken music industry desperate to keep existing after the era of digitally enabled file-sharing. Of ad-tech executives bringing the logic of their industry to music in new ways. Of an already highly consolidated industry growing ever more consolidated. It is the story of the twenty-first century’s overeager and opportunistic tech solutionists, of billionaires and their overhyped machines, looking around for problems to solve, arrogantly disregarding the social problems left in their wake. It’s a story of listeners being sold music more as a utility than an art form, and musicians starting to see themselves more as content creators than artists. It is a story of precarity, hyper-commercialization, individualism, and all of the above being obfuscated under the notion of “vibes.” And it’s the story of how those problems then played out over the span of many years, as music became personalized, playlisted, autoplayed, and algorithmic. It is the story of the social, cultural, and political issues that came with those changes.

As of this writing, streaming accounts for 84 percent of recorded music revenues, with Spotify, the largest of all services, capturing 30 percent of the market, with over 615 million users and 239 million paying subscribers. And as the public discourse on the relationship between AI and creative labor has taken hold, the whole streaming conversation now takes place under this looming cloud: how tracks created with generative AI software are flooding the streaming services and the effects this will have on working musicians and aspiring artists alike. And while the potential of generative AI feels urgent, it’s also important to remember the less flashy ways that artists and listeners have been impacted by different systems of automation and machine learning over the past decade-plus, as artists’ careers have become increasingly managed by algorithms, and listening has become more and more mechanized. At a moment when the very future of music can feel at stake, the time feels right to take a serious look both backward and forward.2

When I first started conceptualizing this book, I thought it had to be told in two parts. First, there would be unpacking how streaming has impacted listeners, watering down our musical relationships and discouraging adventurous listening via algorithmic homogenization. Second, there would be the story of streaming’s impact on artists, with its minuscule payments and new types of pay-to-play. What I learned myself through the process is that these are not separate stories, but entirely connected. Over its first two decades of existence, as Spotify moved from in-house playlisting into its next act as a personalization engine, it became increasingly concerned with shaping user behavior on the platform—which is to say, influencing listening habits, because Spotify benefits when we stream content that’s cheaper for them to provide. Internally, the company looks at a metric called “programmed streamshare”—the percentage of total listening influenced by its recommendations—and aims to make that metric increase. This should concern listeners for reasons that go beyond matters of personal taste and user experience, but also due to issues of power and labor. The goal is to hook us as users, of course, but also to divert overall streamshare toward discounted offerings—works that have been licensed to Spotify at a lower price point, both through its ghost artists program and its algorithmic payola-like practices. It might seem grim to realize that what makes culture less interesting for listeners is also what makes it less sustainable for artists. But knowing the opposite is also true—that working collectively to improve material conditions for musicians benefits all of us who love listening to music, too—is where there’s power and possibility.





1 The Bureau of Piracy

In June 2001, over fifteen thousand activists took to the streets of Gothenburg to protest that year’s European Union summit, where political leaders would be meeting with then U.S. President George W. Bush. This was the height of the anti-globalization movement, which saw mass mobilizations swarming the private meetings of the power brokers of global capitalism. In those years, protesters regularly showed up by the thousands to disrupt meetings of groups like the World Bank, the World Trade Organization, and the G8, and to loudly condemn what they represented: the corporate privatization of everything.

In Sweden, the police response was brutal. Three protesters were shot in the street; hundreds were injured. “It was a kind of traumatic experience for many people,” recalled Rasmus Fleischer, a Stockholm-based writer, academic researcher, and musician, who took part in the protests. “After 2001, for many of us, there was a search for how to find another kind of activism that was not so much about going with thousands of people to one city at a time, but building from everyday life.”

Some Swedish anti-globalization activists turned to local projects. In Stockholm, they took on public transportation during a time when significant fare hikes were leading many to fare dodge. To promote riding for free, which they saw as a form of strike, and to simultaneously wage a campaign for accessible public transport, they organized a fund akin to DIY insurance: pay 100 krona per month, or about $10, and if you’re caught fare dodging, we’ll cover your ticket.

“The Bureau of Piracy was another one,” Fleischer told me, referring to Piratbyrån, an activist group he co-created in 2003, promoting free music and information sharing. Piratbyrån would become best known for some of its members eventually creating the Pirate Bay, the world’s largest website for downloading music and movies using peer-to-peer file-sharing, meaning its users could obtain items from each other’s libraries without a central server.

Piratbyrån was a “hard to pin down group that tended to morph over time” with a membership of varying ideologies—there were left-wing political activists, but the loose collective also included hackers and musicians, punks and ravers. It was formed in response to Antipiratbyrån, or the Anti-Piracy Bureau, a local Hollywood-aligned, anti-piracy lobbying group. Piratbyrån’s goal was to provide a counterweight in the public arena. They were taking on the big questions, Fleischer explained: “What are the alternative ways to think about power over networks? What counts as art and what counts as legitimate ways of using it? Or distributing money? We involved ourselves in these discussions.”

The group was “trying to make something political from the already existing practice of file-sharing,” he continued. “I guess it blew up more than anyone expected, and continued to morph in different ways.”



When Spotify was born in 2006, the Swedish debates around piracy were reaching a fever pitch. By that year, the Swedish census had found that 1.2 million out of the country’s 9 million citizens took part in file-sharing. The practice wasn’t only incredibly popular in Sweden; it was also a regular topic of national media coverage. There was even an entire political party, called the Pirate Party, which was unaffiliated with Piratbyrån, but contributed to the urgency of the discourse.1

The Pirate Bay, which eventually split off from Piratbyrån, was the bane of the global entertainment industry’s existence. When the website went live in 2003, the major labels had just spent four years trying to stop the unrelenting wave of digital piracy unleashed by Napster in 1999. Napster arrived at the height of the CD boom, an era when unprecedented profits—and corporate greed—defined the music business. On Napster, users could search for and download any track within minutes. Piracy had existed in different forms for generations among music enthusiasts, from the bootlegging of the early recorded music era to the tape trading that came with the rise of the cassette. Musicians always had varied feelings about it. “Home taping is killing record industry profits!” wrote the left-wing punks Dead Kennedys on the packaging of a 1981 cassette. “We left this side blank so you can help.”2

But Napster took piracy mainstream. At its peak, in 2000, it had over 60 million users. Record execs were split on how to deal with Napster, and ultimately, the response from the music industry was incoherent. The major label lobbying group, the Recording Industry Association of America, began scheming ways that the labels and the pirates could strike a deal to legalize the app—and at the same time, they launched lawsuits to sue Napster out of existence. By late 2000, Thomas Middelhoff, the head of the German multimedia conglomerate Bertelsmann AG, had announced a $60 million deal with Napster, and plans to develop a paid platform—all while the major label that his company owned, BMG Records, was suing Napster for copyright violations. Months later, in the spring of 2001, Napster was shuttered in a $20 billion infringement lawsuit waged by another major label, A&M Records, Inc. v. Napster, Inc. The file-sharing company went bankrupt, and Middelhoff was fired.3

While some industry factions were spending money on TV commercials broadcasting the virtues of buying CDs to put money in artists’ pockets, others were trying to figure out how they could launch all-you-can-eat subscription services that certain artists and managers, from the start, vehemently opposed. Two of the first streaming platforms both launched in 2001: PressPlay, a joint venture between Universal and Sony, and MusicNet, a creation of BMG, EMI, AOL Time Warner, and Real Networks. Both were categorical disasters, not just because of the reportedly clunky interfaces and complicated user terms, but because of the crumbs they were set to pay musicians. Some artists could quickly see that these efforts might be more about the majors capitalizing on consumer trends to boost label profits, rather than trying to figure out fair licensing deals for those who created the music. As one pop music manager told the New York Times in 2002: “All of my clients had their attorneys advise the labels that if they did use my clients’ music on PressPlay or MusicNet, they would be in breach of contract. Some artists they took off, but some they didn’t. It’s becoming very obvious to me and my peers that we’re becoming victims of what is a huge conspiracy.” It should give readers pause that “a huge conspiracy” was one of the first phrases used to describe music streaming in the mainstream news media.4

The labels called musicians “ungrateful” for the work they were doing to launch “legitimate” responses to piracy, the article continued, while artist representatives presciently worried that a horrible precedent was being set for future subscription services drastically underpaying artists. The artist teams also accused the majors of breaking contracts, putting music on their new streaming services without permission, and then bullying artists into accepting the poor deal terms. Soon enough, the majors had added clauses to record contracts automatically allowing them to sell an artist’s music through subscription services; take it or leave it.

And the services would continue to appear. Rhapsody also arrived in 2001—shortly before PressPlay and MusicNet, in fact—as a streaming offering launched by Listen.com, a directory for legal mp3 downloads. Another early streamer was imeem, a VC-funded, ad-supported service founded in 2003, attempting to offer a social music platform at a time when Apple and Amazon were launching their mp3 stores. In 2007, the press around imeem emphasized the licensing deals it struck with the labels: the majors were reportedly paid multimillion-dollar advances, given equity stakes, and were making flat rates of up to a penny per stream. Similar terms would be reported for other streaming start-ups throughout the mid-2000s. “By the time Spotify came along, there was a quite well-established business model for how we would license subscription services,” one major label digital director, who was close to the first license negotiations, told me.5

But for all of the record industry’s anti-piracy PSAs and failed streaming start-ups, file-sharing seemingly could not be stopped. The RIAA made a big show of directly taking legal action against music fans throughout the decade: it sued upward of eighteen thousand individuals for downloading songs in the U.S., levying fines, and even taking some listeners to court in cases that played out for years. But just a few months before Napster closed, Kazaa had already launched. And soon after, there were Lime-Wire, Grokster, Morpheus, and the Pirate Bay. And while the U.S. music industry was heavily reliant on the Apple iTunes store during this period (which launched in 2003 and gave labels seventy percent of money from downloads), it was never really embraced by Swedish music fans. The life of piracy was different in Sweden, on a cultural and political level, and thought to have been more pervasive than anywhere else.6

“It was not a coincidence that [Spotify] started in Sweden,” said Fleischer, who in 2019 was also one of five coauthors of Spotify Teardown: Inside the Black Box of Streaming Music. “The big record companies were very reluctant to license something like Spotify at the time, except maybe in a place like Sweden. At the time, the record companies talked about Sweden as a lost market.”



If the activist scene’s first turn to local work was a fare strike, Piratbyrån seemed to position file-sharing like a strike against the corporate culture industry, an argument for culture as a public good. But what was the then-popular ideological argument for free music? To Peter Sunde, one of the three Piratbyrån members who went on to create the Pirate Bay, it lies in understanding the meaning of free. “I don’t mean gratis,” he clarified on our phone call. “I mean more like libre. Actual free culture that is not based on financial incentive, or someone making money somewhere along the line, but on actual love for culture itself.”

“We were people who were interested in culture and society, who found technology to be fascinating,” Sunde continued. “We had an ideological goal, which is the opposite approach of what tech people usually do. I’m from the tech community. It’s usually that someone accidentally bumps into some technology and then has this idea of okay, I know how to improve this, I can make this. But it’s rare that they do it for ideological reasons.”

Even some musicians supported Piratbyrån, for reasons that Fleischer put bluntly: “For them, it never really appeared that the official music economy was a working entity anyway.”

One of those musicians was Dennis Lyxzén, the singer of the long-running Swedish hardcore band Refused, who at the time was playing with International Noise Conspiracy. Today, he continues to be a full-time musician playing in a handful of groups, including fronting a post-hardcore supergroup Fake Names (which includes former members of the germinal Dischord Records bands Minor Threat and Embrace). In Stockholm, we met up as his post-punk band INVSN was about to play a packed Saturday night show. “There was an idea that here comes a new sort of way of viewing music, an economy that might change, or at least challenge the capitalist infrastructures,” he said, sitting outside the club between sound check and doors. “That we can share stuff with each other, help each other out, and sort of undermine the basis of capitalism. I thought that was super exciting.”

“In the early days, I was very excited about the idea that this could challenge the rigid structures of the record industry,” Lyxzén continued. “How wrong I turned out to be. I mean, 100 percent wrong. From this idea of ‘let’s challenge these power structures’ came a paradigm shift that just became a new power structure that did not benefit musicians at all. It did not challenge capitalism at all, but became an ultra-capitalist sort of thing.”

The messy reality was that multinational technology corporations and their extractive advertising models ultimately benefited greatly from the celebration of gratis music circulation online. Olaf Dreier of the Knife, who DJed at Piratbyrån’s first party, likened it to a process of co-optation. “All of this piracy, somehow, had done the groundwork for all of this,” he said. “It’s like a gentrification.” And while there’s much discussion about the impact of technology on music, there has been less about the impact of music on technology; many of the most invasive developments of the platform era—YouTube and Facebook, for example—were popularized in part thanks to the free circulation of music. For musicians, there could be especially dire outcomes, considering the lack of labor protections for artists.



During the post-piracy but pre-streaming years, musicians around the world were deeply engaged in debates over whether or not the corporate-controlled copyright regime was working in the interests of artists. In 2007, a U.S. indie rocker and activist named Jenny Toomey undertook a research project for which she spoke to musicians from all around the world about copyright, finding that perspectives varied dramatically depending on the broader cultural circumstances artists found themselves within. “There was an extreme diversity around copyright,” she said. “I have a very complex feeling about copyright because I do want artists to get paid. And I also don’t want information to be locked up.”

Toomey had been part of the Washington, DC, underground music scene in the nineties, fronting a popular band called Tsunami and running her own DIY label called Simple Machines. In addition to putting out records, Simple Machines also published an influential booklet called the Mechanic’s Guide, which instructed musicians on every aspect of recording, producing, and distributing their own records. As the very first digital services of the late nineties and early aughts emerged, Toomey started to wonder what a Mechanic’s Guide for the Web 2.0 era could look like, eventually leading her to cofound in 2000 an independent music advocacy group called Future of Music Coalition, which exists to this day.

The exploration of copyright felt endless to parse. “It was really scorched earth,” she recalled, reflecting on how things had changed between 2000 and 2007. “In the early days, there was this kind of openness where nobody knew where anything was going to go. And you could have these really interesting, complicated conversations about how you might design systems in ways that were more transparent and accountable to artists and would remunerate more royalties to them. It felt like that world was possible.”

“But by the end of it, the major labels tried their different platforms, and none of them competed with the tech company offerings,” Toomey continued. “The new boss partnered pretty well with the old boss. Instead of having the world that we all thought we would have, where you’d have thousands of artists getting a larger portion of the royalties that they deserved directly, we ended up in an environment where the very value of the artists’ work was greatly reduced. The power of gatekeeping got worse, the accountability got less transparent.”

In that environment, the industry largely split into two factions, Toomey explained: “The people who wanted everything to be open got supported by the tech companies, and the people who wanted everything to be closed got supported by the traditional major labels, and it became like a religious war.”



It can be a bit disorienting to remember just how complicated the pre-streaming discourses about file-sharing and copyright were, if only because so many of the questions that were being asked are ones that independent musicians and organizers are still asking today: questions of whether copyright—and an artist’s ability to monetize their copyrights by selling plastic discs and downloads, or renting them out to media conglomerates in exchange for penny fractions—is actually an effective way to support arts and culture.

In attempting to make sense of it all—wanting artists to get paid, and wanting art and culture to be accessible—it can seem that there are convincing arguments on all sides. In the early 2000s, big ideas were in the air. In 2003, the U.S. Center for Economic and Policy Research proposed something called the “Artistic Freedom Voucher,” which urged the federal government to dedicate $20 billion dollars to a fund that would give each taxpayer a $100 voucher in the form of a refundable tax credit, which they could voluntarily choose to allocate to a musician or group. “The copyright system is not working,” read a pamphlet the organization made to promote its idea, which claimed to “cut out the corporate music industry” and “increase access to music.”7

The debates about piracy were not just about whether artists should throw their hands up and let all of their music be gratis for all. They were also debates about whether it should be up to the corporate-controlled copyright system to adequately value music and culture. Spotify and streaming more broadly, in a sense, were like a Band-Aid over these debates for politicians and powerful labels. But for some, these debates have never really ended.

“For us, it never felt that there existed a working alternative, or that copyright was that alternative,” said Fleischer. “We never claimed to have the definite solution…. But we also tried to turn it around and say that strict enforcement of copyright law also does not solve the problem. We tried to not generalize too much between the very different kinds of music… for certain music scenes, public support is definitely already very central for how it works. For other parts, it’s more based on live music…. It has to do with what kind of music subcultures you’re involved in yourself. But no, we never had a perfect answer for this, and I still don’t have it.”



Some researchers have connected the mainstreaming of piracy in Sweden directly to how the country treated the internet as a public good: starting in the nineties, the government provided high-quality public broadband for much of its population, allowing file-sharing and peer-to-peer technology to quickly take hold. And while Sweden had passed legislation discouraging piracy in 2005, it also had privacy laws preventing companies from easily attaching an IP address to a name in order to enforce penalties. Labels had trouble identifying downloaders. Another factor was simply that copyright laws were less rigid in European countries than in the U.S., which was largely considered to be the force exporting aggressive copyright penalties across the world at the time.8

In the spring of 2006, the U.S. government threatened to impose trade sanctions on Sweden through the World Trade Organization if it did not “effectively combat crimes against copyright law,” a spokesperson for Sweden’s Justice Department said at the time. By the end of May, responding to pressure from the American entertainment industry, Swedish police raided the data center where the Pirate Bay was hosted.9

After the Pirate Bay police raid, file-sharing would be in the news every day. Music and media professionals were constantly looping on three words: new business models, new business models, we need new business models. “For people starting Spotify, it might have seemed obvious that there was some opportunity to hook into this discourse somehow,” Fleischer said. That summer, Spotify would hire its first engineers.

It took until 2008 for the Pirate Bay’s three cofounders to be charged with “promoting other people’s infringements of copyright laws,” and eventually sentenced to year-long prison terms. Infamously, the week after the police investigation concluded in 2008, the police officer leading the effort accepted a six-month job working for Warner Bros., a plaintiff in the case.10

When the Pirate Bay was on trial in 2009, it was sometimes happening at the exact same moment that Spotify was negotiating licenses for new markets and new product offerings. “The heated debates around file-sharing would be so high on the general agenda in Sweden in a way that might be hard to realize in retrospect,” Fleischer recalled. “Anything that could present itself as a solution to this would be very attractive for politicians…. This tech solutionist appeal.”

As recounted in Spotify Teardown, the book Fleischer coauthored, Spotify began as a “de facto pirate service”—because its beta product was made using pirated files—delegitimizing its stated mission of offering an alternative. But what’s possibly more telling is Spotify’s ambivalence about being grouped in with pirates. It simply aligned itself alternately with piracy or with industry interests when it was convenient to do so.11

According to Sunde, from the Pirate Bay, when the idea of Spotify first started spreading word of mouth through tech communities around Stockholm, those in the piracy scene initially thought it could be interesting. “They used torrents, like p2p file-sharing, and all of the music was downloaded from Pirate Bay,” he recalled. “People we know worked there. But then we realized it was just people who were interested in selling ads using music. So that was kind of a sad realization.”

“Daniel Ek and Martin Lorentzon were advertising dudes who wanted to sell more advertising and realized that music was cheap,” Sunde went on. (In fact, music would eventually prove to be quite expensive.) “That was the starting point for Spotify. It was not we want to save the music industry. It was more like here is a business opportunity. Every time I hear the story of Spotify, it’s this dressed up version. And the record labels want to have that dressed up version, too, because they are storytellers more than anything else. If you start looking at Spotify as an advertising company rather than a culture company, a lot of things make more sense.”





2 “Saving” the Music Industry

In the fall of 2005, while the major record labels were trying to figure out what to do about the Pirate Bay, Daniel Ek was on a considerably different journey: working as the twenty-two-year-old chief technical officer of a cartoon doll browser game for tween girls. Though young, Ek had been working in technology since high school. This was the season when Ek began pitching the thirty-six-year-old tech entrepreneur Martin Lorentzon—whose affiliate marketing company was soon to go public and make him a multimillionaire—on the idea that would become Spotify. The concept was not yet music-specific, but he wanted to build something that would combine advertising, streaming, and peer-to-peer technology (which also underpinned file-sharing).1

Ek and Lorentzon had some things in common: they both knew a lot about search engine optimization, metadata, and selling ads. But they were by no means music guys. The pair had met for the first time a few months earlier, when Ek unsuccessfully pitched Lorentzon’s company on a search product. Ek was starting to make an impression, and Lorentzon decided his next venture would be a partnership with him. Before the end of 2005, they both established holding companies in the small Mediterranean country of Cyprus, a tax haven. In early 2006, Lorentzon sent Ek 10 million crowns, or around $1 million, overnight, to confirm his commitment. That was just the beginning: Lorentzon would eventually fund the first two years of Spotify operations with his own fortunes earned through ad-tech.2

Born in 1983 and raised by a single mom, Ek grew up in Rågsved, a working-class suburb of Stockholm. He took an interest in technology as a kid and, by fourteen, was running a website-making business. According to Ek’s childhood neighbor, who I happened to meet while in Rågsved, by eighth or ninth grade, Ek was earning thousands of dollars per month this way: “He was making more money than his teachers,” the neighbor recalled, with a laugh. In some media appearances, Ek has characterized himself as a musical teenager who liked to play guitar. Sources from Rågsved, though, explained to me that robust local public music education programs meant this was typical—it is common for young people there to play music. At sixteen, Ek unsuccessfully applied to a job at Google, who told him to try again when he had a college degree. Instead, he made his own open-source search engine, and after graduating high school got a job at a local SEO firm, Jajja, before landing at Stardoll. He also founded an ad-targeting business, Advertigo.3

Lorentzon was on a different path. Born in 1969, he hailed from Borås, a town in the west of Sweden, and worked in Gothenburg’s early dot-com scene, before a stint at a Silicon Valley search engine, and eventually moving to Stockholm in the late nineties for an ad-tech job. In 1999, Lorentzon and a coworker launched Tradedoubler, which automated the sale of banner ads. It became one of Europe’s largest affiliate sales networks.

In March of 2006, after Tradedoubler went public, the company bought Ek’s Advertigo for $1.3 million. This reportedly added nothing much of value to Tradedoubler, but it allowed Ek to quit his cartoon doll job and focus on what would become Spotify. In his own mythmaking tours of the mainstream media, Ek shaped a grand tale of this brief period, explaining how he and Lorentzon would watch movies in Ek’s mom’s house and bond over shared feelings of emptiness, spurred on by wealth. Ek has often recounted the story of how after selling Advertigo, he retired at twenty-three, bought a Ferrari, and hit nightclubs, but was totally miserable and felt surrounded by fake people. In the New Yorker in 2014 he painted himself like a Swedish tech scene version of Bon Iver. The piece claimed that he’d “moved to a cabin near his parents’ place” and “meditated about what to do with his life”; that he and Lorentzon did “soul searching” and reconnected with their authentic selves. But as some Swedish newspaper journalists have chronicled, the beginnings of what would become Spotify had been put in motion for months already.4

By the end of 2006, Ek and Lorentzon registered a number of companies in various countries. There was a software company called “Spotify AB”; an advertising company called “Spotify Sweden AB.” A parent company, “Spotify Technology SA,” was registered to a post office box in Luxembourg, where they wouldn’t have to pay Swedish taxes. The purposes of these companies were not clear. Although Spotify has long claimed that Ek aimed to save the music business from the start, there is plenty of evidence against anything so specific. For example, its first U.S. patent application described a platform that would circulate “any kind of digital content, such as music, video, digital films or images.”5

Lorentzon himself has explained that the early days of the company were about advertising, not music. “The revenue source was ads,” he once said on stage at a conference. “Because I had knowledge [of] ads from Tradedoubler. But the traffic source we were debating. Should it be product search? Should it be movies, or audiobooks? And then we ended up with music. So we actually checked the biggest format and we went down to the smallest format. We had no clue about how hard it would be to get the record license agreements.”6

Ultimately, that’s what music was to Spotify in its early days: a traffic source for its advertising product.



Spotify’s founders pin the company’s official genesis to April 2006, at Lorentzon’s thirty-seventh birthday dinner. (If Spotify was, indeed, the result of an existential search for purpose spurred on by the meaninglessness of wealth, it all could have lasted only a few weeks.) By the end of the month, the domain name was registered. The name allegedly had no meaning—it was a word that Ek misheard Lorentzon yell from another room. The company started coming together in earnest that spring, when Spotify recruited its first-ever employee, CTO Andreas Ehn, one of Ek’s colleagues from Stardoll.7

“It wasn’t even clear back then that we were going to do music at all, or that music would be the focus,” Ehn once said at a conference appearance, further disproving Spotify’s founders’ longtime claims that they were driven by a mission to save music. “The initial conversations were around building a video streaming service. And even after the company had got started, we were still considering a video streaming service. It was only after we had recruited the team and started really building things, that we finally decided that we were going to do music.”8

Ehn started putting together the first team of engineers in the summer of 2006. By some accounts, the eventual decision to focus on music was practical: the files were smaller and would require fewer resources to host. But in retrospect, music may have simply seemed easier because of the industry’s then weak position in Sweden, as it struggled against piracy.

In August, the first office opened in Stockholm, and by the fall, Spotify had launched its first bare-bones website, which included a brief bio: “Spotify was founded in 2006 by serial entrepreneurs Daniel Ek and Martin Lorentzon. The company is privately held and has 15 employees. Spotify is based in Luxembourg.” (In fact, Spotify was based in Sweden. Only the bank account was in Luxembourg.) Having decided to become a music company, they settled on a slogan printed under a lime-green logo: “Everyone Loves Music.”9

“When we started, there were a few other commercial music services out there, but we didn’t really look to them for inspiration because none of them were particularly successful,” Ehn recalled, during the same conference talk. “At the time, a lot of people were already listening to music online, but 98 percent of that music was pirated…. The benchmark we set for ourselves wasn’t existing music services. It was the file-sharing networks. Two music start-ups came out of Stockholm, Sweden. Spotify and the Pirate Bay. That’s what we saw as our competition. And it wasn’t because we were out to kill piracy. We didn’t mind piracy particularly. But we did want to give users a better experience.”10

In Spotify’s quest to create a product that was “better than piracy,” as Ek would often say, it aimed to have files load and stream as quickly as possible when a user pressed “play.” The engineering team even gave themselves a specific metric: any song should begin within two hundred milliseconds of pressing the button. They wanted it to feel instant. In his own telling of Spotify’s origins, Ek has described a “maniacal focus” that drove Spotify’s early attention to “latency optimizations” and “speed of search.” The goal was to create the effect that every file was already on the user’s device, using learnings from BitTorrent, which would break files into small pieces before transferring and reassembling them on arrival. To achieve this, they hired a programmer named Ludvig Strigeus, who was known for creating uTorrent, a peer-to-peer software similar to Pirate Bay. As part of the hiring, Spotify also purchased uTorrent, and named Ek the CEO for a season, before selling it to BitTorrent.11

As the engineers built Spotify’s demo version, in lieu of licensed music, which would take over two years to secure, they instead filled the platform with tracks culled from their own personal music libraries, including many downloaded from the Pirate Bay.

Rasmus Fleischer, the writer and researcher who helped start Piratbyrån, noticed that music from one of his bands, which had only ever distributed music through Pirate Bay, appeared on the Spotify beta service. “I thought that was so funny,” he told the website TorrentFreak. “So I emailed Spotify and asked how they obtained it. They said, ‘Now, during the test period, we will use music that we find.’ ” (Some of the pirated files were reportedly still on the service until 2009, when the company completed something it called the “Big Clean,” wiping all unlicensed music.)12

The first Spotify accounts were created in the spring of 2007, and employees hyped it up as an invite-only service to friends. Beta users and industry executives reportedly loved the app’s instantaneous feel. What Spotify had really done was engineer a frictionless experience: the sense that the music just materialized from thin air. But similar to other app-enabled magic tricks of recent history, such as overnight packages and instant food delivery, frictionlessness is always an illusion.



Over the years, Daniel Ek has liked to suggest that getting the rights to the music was an afterthought. “When I started Spotify, I didn’t actually know that I needed licenses from record labels,” he once told a crowd at Stanford. “I was like, we’ll figure it out.”13

This nonchalance suggests an industry-averse position, a cool outsider shaking up the status quo; for one public appearance, around this time, he showed up wearing a T-shirt that said “SUITS SUCK.” It all seemed like part of an elaborate branding exercise, as the company sometimes aimed to align itself with piracy (when trying to attract Swedish music listeners and talented engineers), and sometimes stood in staunch opposition to it (when appealing to the labels). They simultaneously had hired giants of the piracy scene and high-powered entertainment industry consultants.14

One of those industry consultants was a man who happened to be on the board of Stardoll: Fred Davis, the son of music mogul Clive Davis, and a seasoned entertainment lawyer representing the likes of Britney Spears. The VC-backed website, formerly known as Paperdoll Heaven, included a Spears doll. The junior Davis agreed to take Spotify on as a client in its early years (Spotify was “literally a PowerPoint” when they met, he’d later say), advising the music biz newcomers on best approaches to navigating relationships with the major record labels.15

Having previously consulted on negotiations for licenses with YouTube, Myspace, and Last.fm, Davis likely knew how Spotify needed to best position itself in those initial meetings: what words to avoid, what perks to offer early on. As Billboard would eventually report, for those first European deals, Davis “took Ek around to the labels” to pitch his business model of a service that would be free with ads. “Davis’ credentials helped convince the biggest names in the business,” Billboard wrote, including Universal Music Group (UMG) CEO Lucian Grainge, who was then based in London heading up UMG International. Today, UMG is the biggest of the major labels, and Grainge is considered one of the most powerful executives—if not the single most powerful executive—in the record business.16

“They had very good counsel in the way that they approached the majors, good people to advise them on how to structure the deal,” Barney Wragg, the former head of digital at EMI, told me. Even just a few years earlier, labels hadn’t really established protocols for granting licenses to online services, and as a result, he explained, “people didn’t know how to talk to the labels to achieve a license.” Another powerful consultant, former EMI exec Ken Parks, joined Spotify in 2007, and would lead negotiations in the U.S.

By the time Ek arrived for these meetings with the digital departments at major label offices, a lot of recent realities were working to his benefit. Among them were the destruction that piracy had inflicted on these companies and their bottom lines, the way in which the majors had started to consider Sweden a “lost market,” and how desperate the private and public spheres alike were for something that would “solve” piracy. He had well-connected consultants, and a seemingly bottomless pit of Lorentzon’s Tradedoubler money to spend. On top of that, many other streaming start-ups had tried and failed, and the industry was getting eager for something that would work.

In some ways, the music industry had been preparing for that moment for years. Even in those pre-Spotify years, there was already a semi-universal acceptance among some major label executives that music was becoming a more ubiquitous commodity. Industry insiders had long been predicting the imminent arrival of what they then called “the celestial jukebox,” where all the songs in the world would be stored in the cloud somewhere. “At the time, as an industry, we knew subscription was going to be the savior,” said Wragg. “The problem was, when would the subscription technology be ready? There were a lot of subscription services that came through before Spotify. A lot of them were quite clunky to use. The user interfaces were not great. They often were not intuitive, slow, and there was a lot of buffering.” There were so many pre-Spotify music streaming options, that months before Spotify’s final deal negotiations were ironed out, Wired ran a news piece outlining the top 20 most-visited music streaming websites of 2008. Imeem topped the list, followed by AOL Music, Myspace Music, Hype Machine, Last.fm, and Pandora. The relative abundance of streaming sites did not mean it was easy to get a music start-up off the ground in those days, though. According to some sources, the major labels actually made it quite difficult. “We were in this weird time where people couldn’t really start digital music media products,” Anthony Volodkin, founder of Hype Machine, told me. “Because you would show up at the label offices and they were not happy to see you. They were still making a lot of cash from selling CDs and were not ready to admit that a big transition was coming.”17



Spotify was committed to its initial business model, which paired a free service with advertising, and paid rights-holders a percentage of ad revenue. But through 2007, as the negotiations carried on, a major sticking point arose between Spotify and the majors: Spotify wanted to pay them a percentage of advertising revenue, but the labels wanted to be paid per stream. Universal, for example, wanted 0.5−1.0 cents per stream, which had become standard for interactive streaming services (where a user could select and stream any song, as opposed to digital radio services like Pandora). As chronicled by Swedish journalists in the 2021 book The Spotify Play, Spotify’s lawyers had to convince Ek that a paid version of the service would be the only way to appease the majors. By the end of 2007, the freemium business model—which included ad-supported and subscription-based tiers, with the goal of funneling users from free to paid—was created as a deep collaboration between Spotify and the labels. Launching in the U.S., though, seemed further and further off, so the negotiations shifted to focus solely on Europe.18

Even then, one of the major disagreements was over the free tier. On one hand, some of those involved felt that an advertising-funded service would move users from illegal to legitimate products, and that they eventually could be converted to paid. On the other hand, there was a strong sense that if the free service was too high-quality, users would never pay. Spotify’s business model eventually became upselling; they had to position the free tier as a funnel to getting customers onto the service, at which point they would work aggressively to convert them to paid. It created a situation where, for users of the freemium tier, the product they were most often hearing advertised was a premium Spotify account.19

In the end, the major labels got their preferred business model, enormous advances, guaranteed minimum payments per stream, and shares in the company. The details of streaming contracts are notoriously highly secretive, but in 2015, Spotify’s initial U.S. contract with Sony was leaked to The Verge, revealing that the label had received a $25 million advance for its first two years, with no clarification of whether this had to be shared with artists; it received $9 million in free ad space, which it could either use or sell for cash, with no stipulations about whether that income had to be shared with artists. Sony had secured for itself a series of complicated negotiations regarding guaranteed per-stream minimums on the free tier and per-user minimums on the subscription tier. It is safe to assume that the other major label contracts were relatively similar in structure: each of the major label contracts reportedly included something known as a “most favored nation” clause, ensuring that they received terms at least as good as or more favorable than the other majors.20

Even before the label deals, Lorentzon had already been aggressively pursuing VC funding. By summer of 2008, a handshake deal between Spotify and the majors meant some were finally willing to invest. Though the deals wouldn’t be signed until the fall, by August 2008, Spotify was worth $86 million. On October 7, 2008, a press release went out—“Spotify Announces Licensing Deals and Upcoming Launch”—explaining that the service would launch that day in the UK, Germany, France, Italy, Spain, Finland, Norway, and Sweden.

The first of Spotify’s investors had included Lorentzon’s former boss, a man named Pär-Jörgen Pärson of the venture capital firm Northzone. When Spotify went public in 2018, Northzone owned 5 percent of the company. These were the people for whom streaming was made by and for: major label execs, consultants, ad men, and venture capitalists, all working to get their own share of the pie.21



The saga of how the major labels struck their first deals with Spotify has been widely recounted before, but the story of how the independent labels got involved is not as well known. In retrospect, it is a bit confounding, considering how poorly so many independent artists and small labels have fared with streaming. What convinced them to get on board at the very start?

While the major labels negotiated their licensing deals directly with Spotify, for independent labels, those conversations were largely happening through an organization called the Merlin Network. Back in 2008, Merlin was brand new, founded one year earlier to guide its members—independent labels and distributors—through the unfamiliar world of emerging commercial platforms online. As of this writing, Merlin represents tens of thousands of labels from sixty-eight countries and 15 percent of global recorded music market share, but in 2008, the organization was just finding its footing.22

The bigger independent labels prided themselves on being especially open to new technologies, which then were succeeding somewhat in branding themselves as rebellious disruptors to the archaic and out-of-touch old-school music business (despite the fact that it was often affiliates of the old-school music business consulting on and helping shape the so-called new models).

But in its early days, Merlin struggled to get digital services to take it as seriously as the majors. In some ways, Spotify benefited from this: around the same time it was seeking to license Merlin content, other services, like Myspace Music and Nokia Comes With Music (yes, the service’s real name), were in the process of disastrously fumbling their relationships with the indies. For example, when Myspace Music was rebranding as an ad-supported streaming site, despite the fact that Myspace had made its name on its association with independent and DIY artists, the new service did not seek to arrange licenses or equity with independents to the same extent they did with the majors. Right around the dawn of Spotify, another service that the independent sector had come to rely on, eMusic, had also similarly let some of the independent labels down when it signed special, privileged deals with major labels.23

Merlin’s very first commercial deal was the 2008 Spotify license, after eighteen months of negotiations. A press release at the time described the deal as a “vindication” of what Merlin had created. Perhaps this move doesn’t signal as much about Spotify’s friendliness to the independents as it tells us about how the very concept of independent music was changing during this time: Spotify refers to Merlin sincerely as “the fourth major.” Merlin got equity, which it eventually cashed out, passing the value earned along to its members.24

While Merlin celebrated the deal, some of its member labels struggled to muster the same excitement. “There was a lot of confusion about how the business model worked,” said one independent label manager. “And a lot of independent labels realistically should have done more to explain that to artists and ask what they thought. Looking back, that’s one of the bigger regrets of my career.” It was a complicated time to be an independent label or
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