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usic has captured the 
human imagination for cen-
turies. Like a tuning fork, 
music can create a reso-

nance within the listener if the conditions 
are right. It possesses the timeless ability 
to capture the truth of our existence, even 
in cases when language fails at the same 
endeavor. The way in which we seek out 
and discover music, however, whether 
socially or in solitude, is in the midst of a 
ZPNUPÄJHU[�ZOPM[��

Pandora, a streaming music service that 
allows listeners to create their own radio 
stations based on an artist or a song they 
like, pioneered a major innovation in how 
THU`� WLVWSL� ÄUK� HUK� HWWYLJPH[L� T\ZPJ��
Musicians themselves played a central 
role in the inception of Pandora, partnering 
with what the company calls “music-loving 
[LJOUVSVNPZ[Z¹�VU�HU�PUP[PH[P]L�[V�KLÄUL�HUK�
catalog each and every attribute found in 
music. Conceptualizing this work as being 
akin to sequencing DNA, they named it the 
Human Genome Project. This approach 

is at the core of how Pandora provides 
tailored recommendations on new artists 
when listeners create a personalized radio 
station.

(TLYPJHU� T\ZPJ� HÄJPVUHKVZ� OH]L�
ÅVJRLK�[V�7HUKVYH�PU�SHYNL�U\TILYZ��KPZ-
covering artists they never otherwise would 
have known about as a result (Pandora is 
only available in the United States). The 
music service reported having 125 million 
registered users at the start of 2012, quite 
a jump from the 40 million it accounted 
for in 2009. Co-founder Tim Westergren, 
himself a composer and former musician, 
explained in a 2010 interview with Stephen 
Colbert that Pandora cares primarily about 
opening the door for new listening experi-
ences to its users based on their personal 
tastes. As he put it, Pandora believes 
“what you like is cool”.

When you start up Pandora, the service 
begins playing your most recently created 
radio station. Pandora’s main goal is to get 
you on your way to discovering more of 

the kind of music you want to listen to as 
soon as possible. Should you look under 
the hood and poke around a little, however, 
`V\�^PSS�ÄUK�H�ML^�ZVJPHS�MLH[\YLZ�[OH[�^LYL�
rolled out in July of 2011. The timing was 
likely not an accident: European music 
streaming giant Spotify entered the U.S. 
market that very month. Since that time, 
7HUKVYH� OHZ� VɈLYLK� P[Z� \ZLYZ� [OL� VW[PVU�
to complete streamlined Facebook-style 
WYVÄSLZ� HUK� HKK� VUL� HUV[OLY� HZ� MYPLUKZ��
keeping up to date on what their music 
community is listening to in a stream. 

However, at the end of the day, 
Pandora’s chief interest is in keeping the 
J\Z[VT�YLJVTTLUKH[PVUZ�ÅV^PUN��*VSSLNL�
student Julian Conroy has been using the 
service since he was in middle school. Says 
Conroy, “It’s perfect for people who want 
[V�ÄUK�TVYL�T\ZPJ��0»SS�\Z\HSS`�\ZL�7HUKVYH�
on my own if it’s a situation where I’ve got 
a group I like, but I’ve overplayed them and 
^HU[�[V�ÄUK�TVYL�T\ZPJ�SPRL�[OLT��0[Z�ILZ[�
feature is that it’s very accurate. You can 
put some of the most eclectic music genres 
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PU�[OLYL�HUK�ZVTLOV^�P[»SS�ÄUK�ZVTL[OPUN�
that matches up with all of them”.

Spotify, by contrast, is explicitly and 
overtly social in nature. As of September 
2011, the service requires you to provide 
`V\Y� -HJLIVVR� SVNPU� JYLKLU[PHSZ� ^OLU�
JYLH[PUN� H� UL^� HJJV\U[�� >OLU� [OL� HW-
WSPJH[PVU� VWLUZ�� :WV[PM`� ILNPUZ� WVW\SH[-
PUN�H� YPNO[�OHUK�ZPKLIHY�^P[O�JVU[PU\V\Z�
updates on what your Facebook friends 
HYL� SPZ[LUPUN� [V�� 0[� HSZV� ZOHYLZ� ^OH[� `V\�
HYL� SPZ[LUPUN� [V�� PUJS\KPUN� WSH`SPZ[Z�� ^P[O�
those friends by default unless you opt 
V\[�� 0M� `V\� KVU»[� ^HU[� `V\Y� MYPLUKZ� [V�
RUV^�̀ V\»YL�SPZ[LUPUN�[V�3HK`�.HNH»Z�̧ )HK�
Romance” on repeat, for example, you’re 
NVPUN�[V�^HU[�[V�JOVVZL�[OL�TLU\�VW[PVU�
to enter a Private Session. The session 
will only last for six hours or until the next 
[PTL�`V\�SVN�PU�[V�:WV[PM �̀�;OPZ�PZ�X\P[L�[OL�
opposite from Pandora’s opt in approach, 
^OPJO�NP]LZ�`V\�[OL�JOVPJL�[V�ZOHYL�^OH[�
`V\�HYL� SPZ[LUPUN� [V�I\[�KVLZ�UV[�ULJLZ-
sarily steer you in that direction. 

0U� YL[\YU� MVY� ZOHYPUN�
`V\Y�ZVJPHS�NYHWO�HUK�SPZ-
[LUPUN�OHIP[Z�^P[O�:WV[PM`�
and Facebook, you can 
[HRL� HK]HU[HNL� VM� ZVTL�
impressive features. 
>OLYLHZ� 7HUKVYH� PZ�
focused on discovery, 
Spotify is more oriented 
towards search and allows 
you to quickly locate 
whatever music happens 
[V�IL�JH[JOPUN�`V\Y�MHUJ`�
at that moment. Spotify 
does have a Radio feature 

that behaves a bit like Pandora in that it 
WSH`Z� H� ZLSLJ[PVU� VM� ZVUNZ� IHZLK� VU� HU�
artist or a track. You also have access to 
H�]HZ[�SPIYHY �̀�YV\NOS`����TPSSPVU�ZVUNZ�HZ�
VM� 1\S`� ������>P[O� H� 7YLTP\T� Z\IZJYPW-
tion, you can take this library with you 
VU� `V\Y� ZTHY[WOVUL�� LP[OLY� Z[YLHTPUN�
[\ULZ�^PYLSLZZS`�VY�Z`UJPUN�`V\Y�MH]VYP[LZ�
MVY�VɊPUL�\ZL��;OLYL�PZ�HSZV�UV^�HU�(WW�
-PUKLY� ^P[OPU� :WV[PM �̀� THRPUN� P[� WVZZPISL�
[V� [YHUZMLY� SPZ[LUPUN� JOVPJLZ� KPYLJ[S`� [V�
3HZ[�MT�VY�JYLH[L�H�OPW�OVW�SPZ[LUPUN�YVVT�
within Soundrop, for example.

Spotify has become very popular 
HTVUN� (TLYPJHU� T\ZPJ� SPZ[LULYZ� ZPUJL�
it debuted stateside last summer. At the 
same time, the company has encountered 
complaints about its business practices 
in two key areas: privacy of users’ data 
and compensation for artists. Spotify has 
been criticized for a lack of transparency 
HIV\[�OV^�P[�HUK�-HJLIVVR�HYL�\ZPUN�[OL�
KH[H� [OL`� LUJV\YHNL� SPZ[LULYZ� [V� ZOHYL��
Some users of Spotify’s own community 
site express deep mistrust about the soft-
^HYL»Z�ZOHYPUN�JLU[YPJ�VYPLU[H[PVU��6[OLYZ�
ZOY\N�� ZH`PUN� [OH[� [OL`� HYL� JVTWSL[L-
ly comfortable with such openness and 
OH]L�UV[OPUN�[V�OPKL��

(Y[PZ[Z�HYL�Z[PSS�UH]PNH[PUN�[OL�SHUKZJHWL�
VM� VUSPUL�T\ZPJ� ZLY]PJLZ�� [Y`PUN� [V�THRL�
sure the economics make it worth their 
^OPSL�[V�ZOHYL�[OLPY�JYLH[P]L�LɈVY[Z��(KLSL�
and Coldplay, for example, recently made 
OLHKSPULZ�MVY�^P[OOVSKPUN�VY�KLSH`PUN�[OLPY�
latest releases from Spotify out of concern 
[OH[�HSSV^PUN�\ZLYZ�[V�Z[YLHT�[OLPY�T\ZPJ�

would cannibalize their iTunes sales. 
:WV[PM`� *,6� +HUPLS� ,R�� HJRUV^SLKN-
PUN�[OPZ�PZZ\L��^HZ�YLJLU[S`�X\V[LK�PU�[OL�
3�(��;PTLZ�HZ�ZH`PUN�[OH[�^P[OPU�[^V�`LHYZ�
Z[YLHTPUN� ZLY]PJLZ�^PSS� WYV]PKL� HZ�T\JO�
revenue to the music industry as iTunes. 

Revenue for the music industry, 
however, doesn’t necessarily translate 
into revenue for the artists themselves. 
0UKLWLUKLU[� T\ZPJPHUZ� HUK� [OLPY� SHILSZ�
OH]L� LZWLJPHSS`� Z[Y\NNSLK� ^P[O� ^OL[OLY�
or not to make their music available on 
[OL� ZLY]PJL�� ,SPQHO� 6ILYTHU�� ]PVSPUPZ[�
MVY� )YVVRS`U�IHZLK� IHUK� ;OL� :OVUKLZ��
L_WSHPUZ�OPZ�TPZNP]PUNZ!� ¸>L� [HSRLK�H� SV[�
about whether to be on Spotify, and it was 
H�[V\NO�KLJPZPVU��0�[OPUR�P[»Z�YLWYLOLUZPISL�
to compensate musicians so little for their 
HY[��(KKP[PVUHSS �̀�THQVY�SHILSZ�V^U�H�SHYNL�
HTV\U[�VM�:WV[PM`�ZV�[OL`�NL[�JVTWLUZH[-
ed very well, while small labels, like artists, 
NL[�]PY[\HSS`�UV[OPUN��;OH[�THRLZ�:WV[PM`�
feel like the perfect storm of awfulness - 
the worst of how the ‘old’ music industry 
\ZLK�[V�^VYR��THQVY� SHILSZ�OH]PUN�HSS� [OL�
JVU[YVS�HUK�THRPUN�HSS�[OL�TVUL`��HUK�[OL�
worst of the ‘new’ music industry (people 
JHU�NL[�HU`�T\ZPJ�MVY�MYLL�VUSPUL�ZV�HY[PZ[Z�
KVU»[�NL[�WHPK�¹�

0[�PZ�KPɉJ\S[�[V�JH[LNVYPJHSS`�Z[H[L�OV^�
artists are compensated in all cases 
K\L�[V�[OL�]HY`PUN�HNYLLTLU[Z�IL[^LLU�

“Within two years 
streaming services 
will provide as 
much revenue to 
the music industry 
as iTunes.”
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artists and their labels. One infographic 
at Information is Beautiful1 depicts a stark 
contrast in revenue received between CD 
sales, iTunes downloads and stream-
ing sites. An album sold via CD Baby for 
$9.99 returns $7.50 to the artist. That 
same album sold for $9.99 on iTunes 
compensates its creator to the tune of 
��� ���;OL�WYVJLLKZ�KYVW�VɈ�H�JSPɈ�VUJL�
you get to streaming services like Spotify 
and Pandora, however: just an estimated 
$0.00029 makes its way back to the artist 
in the case of Spotify.  

Exotic Fever Records, the label for The 
Shondes, is participating in a boycott of 
Spotify. Owner Katy Otto says one of the 
reasons for her decision is the rumored 
disparity in royalties between major labels 
and independent labels -- reportedly three 
times greater for majors than for indepen-
dents. Spotify’s business model, when ex-
plained to her, didn’t sit well with her either. 
“The label relations head himself told me 
that the idea was to make it free for a while, 
get people to depend on it, and then have 
H�MLL����SPRL�5L[ÅP_��I\[�MVY�T\ZPJ¹�

Spotify responded to criticism from in-
dependent labels in September in a pair of 
statements posted on Hypebot2, arguing 
that it is providing value to the music 
industry by getting Internet users to pay 
for access to music rather than illegally 
downloading it for free. CEO Daniel Ek 
arguably knows well the impact of illegal 
downloads since he was previously CEO 

of µTorrent, a BitTorrent client, before 
co-founding Spotify with Martin 
Lorentzon. Spotify also said in a state-
ment, “Artists can – and do – receive very 
substantial revenues from Spotify, and 
as Spotify grows, these revenue streams 
^PSS�UH[\YHSS`�JVU[PU\L�[V�NYV^¹��7HUKVYH��
for its part, doesn’t appear to be as much 
of a lightning rod for concerns about 
compensation as Spotify. When asked 
why that might be, Otto says, “Pandora 
is at least an exploration. The aggregat-
ing factor is interesting to me and to my 
knowledge, it doesn’t prioritize majors 
the same way. It is more of a radio than a 
Q\RLIV_¹�

What the future holds for music distri-
bution is not yet clear. Will Spotify become 
the go-to source for music lovers online? 
Will Pandora’s unique discovery model still 
keep its user base captivated in the face  
of new competition? It’s too early to tell. 
Listeners have more innovative software 
H[�[OLPY�ÄUNLY[PWZ�[OHU�L]LY�ILMVYL��I\[�[OL�
debates surrounding privacy and artists’ 
compensation likely won’t be settled for 
some time. It will be worth paying close at-
tention to the developments as they play 
out.

5RVH�GH�)UHPHU\�LV�YHQWXULQJ�EH\RQG�VRFLDO�PHGLD�DQG�VSRUWV��

<RX�FDQ�ILQG�KHU�RQ�7ZLWWHU�#5RVHGH)UHPHU\�

 1 http://bob.vg/defremery0412a

 2 http://bob.vg/defremery0412b

“An album sold via CD Baby 
for $9.99 returns $7.50 to 
the artist. That same album 
sold for $9.99 on iTunes 
compensates its creator to the 
tune of $0.94.”


