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ABSTRACT 

Spotify is a digital music streaming platform that 

provides access to millions of songs and podcasts 

from around the world. It was launched in 2008 

and has since become one of the most popular 

music streaming services globally, with over 365 

million monthly active users in 2021. Spotify 

allows users to create their own playlists, follow 

other users and artists, and discover new music 

through personalized recommendations based on 

their listening history. The platform is available on 

desktop, mobile, and tablet devices, as well as in-

car and on various smart speakers and home 

entertainment systems. Additionally, Spotify offers 

a range of subscription options, including a free ad-

supported version and premium subscriptions that 

provide access to additional features, such as ad-

free listening, higher-quality audio, and the ability 

to download music for offline listening. 

Keywords: Spotify, financial management, PEST 

analysis, SWOT analysis, development trend 

 

I. INTRODUCTION 
Spotify is a digital music streaming 

platform that has revolutionized the way people 

consume and discover music. It was founded in 

2006 in Sweden by Daniel Ek and Martin 

Lorentzon, and launched in 2008. Since then, it has 

become one of the most popular music streaming 

services in the world, with millions of users in over 

90 countries. 

 

Spotify offers access to millions of songs 

and podcasts from a variety of genres, including 

pop, rock, hip hop, classical, jazz, and more. Users 

can create their own playlists, follow other users 

and artists, and discover new music through 

personalized recommendations based on their 

listening history. The platform is available on 

various devices, including desktop computers, 

mobile phones, tablets, smart speakers, and home 

entertainment systems. 

 

In addition to its free ad-supported 

version, Spotify offers premium subscriptions that 

provide access to additional features, such as ad-

free listening, higher-quality audio, and the ability 

to download music for offline listening. The 

platform has also become a significant player in the 

music industry, with its own record label, artist 

tools, and data analytics services. 

 

Overall, Spotify has changed the way 

people listen to and interact with music, providing 

a seamless and convenient way to access and 

discover new music. 

 

Company Description 

Spotify is a digital music streaming 

platform that offers access to millions of songs and 

podcasts from around the world. The company was 

founded in 2006 in Stockholm, Sweden by Daniel 

Ek and Martin Lorentzon, and launched in 2008. It 

has since become one of the most popular music 

streaming services globally, with over 365 million 

monthly active users in 2021. 

Spotify's mission is to provide a platform 

that connects people with the music and audio 

content they love. The platform offers a 

personalized experience, with customized playlists 

and recommendations based on each user's 

listening history and preferences. Users can search 

for specific songs or artists, create their own 

playlists, and follow other users and artists to 

discover new music. 

In addition to its streaming services, 

Spotify also offers various tools and services for 

artists, including the ability to upload and distribute 

music, track data analytics, and connect with fans. 

The company has also launched its own record 

label, and has become a significant player in the 

music industry. 

Spotify is available on a variety of 

devices, including desktop computers, mobile 

phones, tablets, smart speakers, and home 
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entertainment systems. The platform offers a range 

of subscription options, including a free ad-

supported version and premium subscriptions that 

provide access to additional features such as ad-

free listening, higher-quality audio, and the ability 

to download music for offline listening. 

Overall, Spotify is a leader in the music 

streaming industry, offering a convenient and 

seamless way for users to access and discover new 

music and audio content. 
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Theoretical framework 

The theoretical framework of Spotify can 

be analyzed from different perspectives, including 

music streaming, user behavior, and business 

models. Here are some key theories and concepts 

that are relevant to understanding the operation of 

Spotify: 

 

1. Digital Music Streaming: Spotify operates within 

the context of digital music streaming, which is the 

distribution of music over the internet. The rise of 

digital music streaming has been fueled by 

advancements in technology, changes in consumer 

behavior, and the need for new revenue models in 

the music industry. 

 

2. User Behavior: Spotify's recommendation 

algorithm is based on user behavior, which is 

influenced by factors such as personal preferences, 

social influence, and context. This is consistent 

with the concept of user-centric design, which 

emphasizes the importance of designing products 

and services around the needs and preferences of 

users. 

 

3. Freemium Business Model: Spotify's freemium 

business model allows users to access a limited 

version of the platform for free, while providing 

premium features for a fee. This is consistent with 

the concept of price discrimination, which involves 

charging different prices for the same product or 

service based on the willingness and ability of 

customers to pay. 

 

4. Network Effects: Spotify's success is also driven 

by network effects, which occur when the value of 

a product or service increases as more people use it. 

This is particularly relevant for social features such 

as playlist sharing and collaborative playlists, 

which encourage users to invite friends and engage 

with the platform. 

Overall, the theoretical framework of 

Spotify reflects the intersection of technology, user 

behavior, and business models, and the platform's 

success is driven by its ability to leverage these 

factors effectively. 

 

Streaming platforms and Spotify 

Streaming platforms have revolutionized 

the way people consume music and other forms of 

entertainment, providing users with instant access 

to vast libraries of content. Spotify is one of the 

leading streaming platforms, with millions of users 

and a comprehensive music library that spans 

multiple genres and languages. 

 Compared to traditional methods of music 

consumption, such as buying CDs or downloading 

MP3s, streaming platforms like Spotify offer 

several advantages, including: 

 

1. Access to a vast library of music: Spotify allows 

users to access millions of songs from various 

artists and genres, without the need to purchase 

individual albums or tracks. 

2. Personalized recommendations: Spotify's 

recommendation algorithm analyzes user listening 

behavior to suggest new music that they may enjoy, 

making it easier for users to discover new artists 

and genres. 

3. Convenience and flexibility: Spotify allows users 

to listen to music on demand, with the ability to 

create custom playlists and listen to music offline. 

4. Social features: Spotify's social features allow 

users to share playlists and music with friends, 

collaborate on playlists, and follow other users with 

similar music tastes. 

 

However, streaming platforms like Spotify also 

face several challenges, including: 

1. Revenue sharing: Streaming platforms typically 

pay artists and record labels a fraction of a cent per 

stream, which has led to debates about fair 

compensation for musicians. 
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2. Competition: Spotify faces intense competition 

from other streaming platforms, including Apple 

Music, Amazon Music, and YouTube Music. 

3. Discovery and curation: Despite Spotify's 

personalized recommendations, some users may 

still struggle to discover new music that aligns with 

their preferences. 

Overall, streaming platforms like Spotify 

have had a significant impact on the music industry 

and continue to shape the way people consume and 

discover music. 

 

Network effects  

It  refer to the phenomenon where the 

value of a products & services increases as more 

peoples use it . In other words, the value of the 

product or service is dependent on the size of the 

network or user base. 

This effect is often observed in 

technology-based industries, such as social media, 

messaging apps, and online marketplaces. As more 

users join the platform, the value of the network 

increases for existing users, leading to a positive 

feedback loop where more users attract even more 

users. 

There are two types of network effects: 

direct and indirect. Direct network effects occur 

when the value of a product or service increases as 

the number of users increases. For example, a 

digital media platform becomes more valuable to 

users as more of their friends and family join the 

platform. 

Indirect network effects occur when the 

value of a product or service increases as the 

number of complementary products or services 

increase. For example, the value of a gaming 

console increases as more game developers create 

games for the console, making it more attractive to 

consumers. 

Network effects can create significant 

barriers to entry for new competitors, as the 

dominant player has already captured a large 

portion of the market share and has a significant 

advantage in terms of network effects. This is why 

many tech companies strive to achieve "first-mover 

advantage" and rapidly build a large user base to 

capitalize on the network effect. 

 

 Music discovery  

Music discovery is the process of finding and 

exploring new music. There are many ways to 

discover new music, including: 

1. Streaming services: Streaming services like 

Spotify, Apple Music, and Pandora offer 

personalized recommendations based on your 

listening habits and music preferences. 

 

2. Social media: Following your favorite musicians 

on social media can lead you to new music they 

share, as well as recommendations from other 

music lovers in your social network. 

3. Online radio stations: Online radio stations like 

Radio Garden, AccuRadio, and iHeartRadio allow 

you to explore different genres and discover new 

artists. 

4. Music blogs and websites: Music blogs and 

websites like Pitchfork, Stereogum, and 

Consequence of Sound feature new and emerging 

artists, as well as reviews of new albums and songs. 

5. Music festivals and concerts: Attending music 

festivals and concerts is a great way to discover 

new artists and genres, as well as connect with 

other music lovers. 

6. Recommendations from friends: Friends can be a 

great source of music recommendations, and 

sharing playlists with each other can lead to new 

discoveries. 

 

Overall, music discovery is a fun and rewarding 

process that can help you expand your musical 

horizons and find new artists and genres to love. 

 

Research question  

1. What factors contribute to the success of a song 

on Spotify?  

2. How has the rise of Spotify impacted the music 

industry, particularly in terms of revenue and artist 

compensation?  

3. What role do playlists play in the music 

discovery process on Spotify, and how do they 

influence user behavior and preferences?  

4. How do Spotify's recommendation algorithms 

work, and what impact do they have on user 

engagement and satisfaction?  

5. How do different demographic groups use 

Spotify, and are there notable differences in their 

listening habits and preferences?  

 

Research method  

1. Survey research: Conducting surveys to gather 

data on user behavior and preferences on Spotify, 

such as which features they use the most, how they 

discover new music, or their opinions on the 

platform's algorithms and recommendations. 

2. Content analysis: Analyzing the lyrics, musical 

characteristics, and other factors of popular songs 

on Spotify to identify patterns in successful songs 

or changes in music trends over time. 

3. Case study: Conducting a detailed examination 

of a particular artist's or genre's success on Spotify, 

or analyzing Spotify's impact on the music industry 
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through case studies of specific artists or record 

labels. 

4. Experimental research: Conducting experiments 

to test the impact of different variables on user 

behavior on Spotify, such as the impact of different 

types of recommendations on user engagement or 

satisfaction. 

5. Data mining and analysis: Analyzing large sets 

of data on user behavior and listening patterns on 

Spotify to identify trends or patterns, or to validate 

or refine existing hypotheses about the platform's 

impact or user behavior. 

 

These are just a few potential research 

methods that could be used to investigate different 

aspects of Spotify. The appropriate method(s) will 

depend on the specific research question and the 

available data and resources. 

 

Sampling 

As an AI language model, I don't have the 

capability to sample or scrape data from Spotify or 

any other website. However, I can provide some 

general information on how music streaming 

services like Spotify work. 

Spotify is a digital music streaming 

service that allows users to access millions of songs 

from various artists around the world. The service 

offers a freemium model, where users can listen to 

music for free with ads or pay a monthly 

subscription fee to remove ads and access 

additional features. 

Spotify uses a recommendation engine 

that suggests music to users based on their listening 

history, search history, and other factors such as 

time of day and location. The recommendation 

engine uses machine learning algorithms to analyze 

user behavior and preferences, and then 

recommends songs or playlists that are likely to be 

of interest to the user. 

Spotify also provides a feature called 

Discover Weekly, which is a personalized playlist 

that is updated every Monday with new songs that 

are tailored to the user's tastes. This playlist is 

generated using a combination of user data and 

machine learning algorithms. 

Overall, Spotify's recommendation engine 

and personalized playlists are powered by a 

combination of data analysis, machine learning, 

and user feedback, which helps the service to 

provide a more personalized and engaging music 

listening experience. 

 

Data collection  

Spotify collects a variety of data from its 

users in order to improve its services and provide 

personalized recommendations. Here are some of 

the ways that Spotify collects data: 

1. Listening history: Spotify tracks what songs and 

playlists you listen to, how often you listen to them, 

and how long you listen to them. 

2. Search history: Spotify tracks what artists, 

albums, and songs you search for within the app. 

3. User preferences: Spotify tracks the songs and 

playlists that you save, like, and dislike, as well as 

your preferences for specific genres or moods. 

4. Device information: Spotify collects information 

about the devices you use to access the app, such as 

the type of device, the operating system, and the 

screen resolution. 

5. Location data: If you give permission, Spotify 

can collect your location data to provide location-

based recommendations and to track which regions 

are most interested in certain artists or genres. 

6. Social media integration: If you connect your 

Spotify account to your social media accounts, 

Spotify may collect information from those 

platforms, such as your friends and the artists you 

follow. 

 

All of this data is used to improve 

Spotify's recommendation engine and to provide 

more personalized recommendations to users. 

Spotify takes user privacy very seriously and only 

collects data that is necessary for providing its 

services. Users can control what data is collected 

and how it is used through the app's privacy 

settings. 

 

Strengths 

Spotify has several strengths that have 

contributed to its success as a music streaming 

platform. Here are some of the key strengths of 

Spotify: 

1. Large music library: Spotify offers access to a 

vast library of music, with millions of songs and 

podcasts from around the world. This extensive 

collection of music provides users with a wide 

variety of options and ensures that they can find the 

music they want to listen to. 

2. Personalization: Spotify uses algorithms to 

analyze users' listening history and preferences, 

which allows it to provide personalized 

recommendations and playlists for each user. This 

feature makes the platform more engaging and 

helps users discover new music that they are likely 

to enjoy. 

3. User-friendly interface: Spotify has a user-

friendly interface that is easy to navigate, making it 

accessible for users of all ages and technical 

abilities. This feature has contributed to the 
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platform's popularity and has helped it attract and 

retain users. 

4. Multi-device availability: Spotify is available on 

a wide range of devices, including desktop 

computers, mobile phones, tablets, smart speakers, 

and home entertainment systems. This multi-device 

availability allows users to access their music 

library from wherever they are and on whatever 

device they prefer. 

5. Partnerships with record labels and artists: 

Spotify has formed partnerships with record labels 

and artists, which has helped it secure exclusive 

content and create unique offerings for its users. 

These partnerships have also contributed to the 

company's brand recognition and reputation in the 

music industry. 

 

Overall, Spotify's large music library, 

personalized recommendations, user-friendly 

interface, multi-device availability, and 

partnerships with record labels and artists are key 

strengths that have contributed to its success as a 

music streaming platform. 

 

Weakness 

While Spotify has many strengths, there are also 

some weaknesses that the company faces. Here are 

some of the key weaknesses of Spotify: 

1. Limited revenue streams: Spotify's primary 

source of revenue comes from its premium 

subscriptions and advertising. The company does 

not have diversified revenue streams, which makes 

it vulnerable to changes in user behavior and 

market conditions. 

2. Royalty payments to artists: Spotify has been 

criticized for its low royalty payments to artists, 

which has led to some musicians withholding their 

music from the platform. This could negatively 

impact the company's ability to attract and retain 

users who are fans of these artists. 

3. High content acquisition costs: Spotify has to 

pay significant costs to acquire content from record 

labels and artists, which can impact the company's 

profitability. As the competition in the music 

streaming industry intensifies, these costs could 

increase even further. 

4. Dependence on label partnerships: Spotify's 

success is heavily reliant on its partnerships with 

record labels, as they provide the company with 

access to exclusive content and licensing rights. If 

these partnerships are not maintained or if the 

labels decide to work with competing platforms, it 

could negatively impact Spotify's content offerings. 

5. Limited global reach: While Spotify is available 

in over 90 countries, it still faces competition from 

local players in some markets, which limits its 

global reach. Additionally, there are still some 

regions where the platform is not available, which 

prevents it from fully tapping into the global music 

streaming market. 

 

Overall, Spotify's limited revenue streams, 

low royalty payments, high content acquisition 

costs, dependence on label partnerships, and 

limited global reach are key weaknesses that the 

company needs to address to maintain its position 

as a leader in the music streaming industry. 

                                                 

Threat 

First, as Spotify increasingly competes 

with Apple Music and Amazon Music, and as 

Spotify enters more countries, it has to compete 

with local music streaming services in other 

countries. Getting users to ditch their familiar 

music streaming services and subscribe to Spotify 

will also be a big test. Second, Spotify needs artists 

to join. The more artists join Spotify, the more 

music rights will be acquired and the more users 

will be attracted. However, the application process 

is difficult and faces certain risks.  

 

II. CONCLUSION 
Streaming music has completely changed 

the original consumption model of the music 

market, and Spotify, as one of the largest streaming 

media companies in the world, continues to attract 

public attention with its development. Since 2018, 

its financial growth has slowed down sharply, only 

subscription fees and advertising based on the 

existing financial growth model is too single plus 

other media streaming music products constantly 

fierce competition, how to make a faster price more 

suitable for more music artists copyright has 

become This article analyzes the issues facing 

Spotify through a combination of quantitative and 

qualitative research and summarizes Spotify's 

future direction. Through research, it has been 

found that Spotify's development speed is an 

inevitable trend after rapid development in a short 

period of time. The main problems it faces in its 

development are that its profit model is too simple 

and it cannot produce content by itself. It spends a 

lot of money to provide more diverse music options 

to its subscribers by constantly buying the 

copyrights of record companies. Spotify is also 

vulnerable to competition from other music 

streaming companies, giving labels the right to 

choose who they deal with. Spotify will therefore 

focus on three parts in the future. The first is to 

upgrade their algorithms to better understand user 

needs. The second is that Spotify can start its own 

record label, so it can reduce the cost of buying 
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rights and also create content like Netflix. Third, it 

can sell its own hardware products, which can 

diversify its profit model more. This study analyzes 

Spotify's current state of development to provide 

suggestions for its future development model, but 

there are still limitations. First of all, there is a lack 

of data. It focuses on the financial situation over 

the past year and does not analyze broader data. 

Second, this study analyzes the background of the 

macro environment facing Spotify and its own 

advantages and disadvantages through PEST and 

SWOT analysis modes. For a more detailed study 

of the company's situation, other analytical 

methods can be added, such as 4P analysis. In the 

future, he will mainly focus on the direction of the 

development of media companies for music 

streaming. And whether Spotify's direct listing 

model could be a model for other music streaming 

companies. 


