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Why is Spotify one of the most successful media companies, and how 
will it thrive in the future?

Wanqing Zhang

Abstract:
It is widely argued that Spotify is one of the most dominant media and enterprises as a world-class platform for music 
streaming. Spotify’s market dominance, user base, and influence in the music industry make it a significant player and a 
successful media company in the streaming space.
To find out the reason why Spotify can remain successful while there have been dramatic changes throughout the media 
and entertainment sectors over the past several years, This study is divided into four parts: Company Background, 
Current Strategy, Why you Feel it Will be Dominant in the Future and Your Recommendation to Assure success.
In the last but most important part, I advocate some suggestions to ensure Spotify’s future success in both the near and 
long term; they can be briefly summarized in the following keywords: Revenue Streams, User Experience, Podcasting, 
Global Presence, Artist Relationships, Technologies, Collaborations, Innovative.
Keywords:Spotify; Media company;Music industry

Company Background
1. Spotify is a Swedish audio streaming and media 
services provider founded in 2006 by Daniel Ek and 
Martin Lorentzon. It is one of the world's leading 
platforms for music streaming, podcasting, and other 
forms of audio content. Spotify's mission is to provide 
users with access to a vast library of music and podcasts 
from around the globe.
The company allows users to access its service for free 
with certain limitations, such as occasional advertisements 
and limited offline listening. Spotify offers a premium 
subscription plan that provides an ad-free experience, 
offline listening, higher audio quality, and other benefits.
2. Spotify's product is a user-friendly application on 
various platforms, including mobile devices, tablets, 
computers, and smart speakers. Users can search for 
specific songs, albums, or artists and create personalized 
playlists. The platform also offers curated playlists and 
music recommendations based on users' listening history 
and preferences. In recent years, Spotify has expanded its 
offerings to include podcasts, becoming a major player in 
the podcasting industry.
3. For competition, Spotify faces several significant 
competitors in the music streaming industry. One of its 
main rivals is Apple Music, which launched in 2015 and 
has gained a substantial user base due to its integration 
with Apple devices and services. Apple Music offers a 
similar music catalog and features, including personalized 
playlists and radio stations. Another major competitor 
is Amazon Music, a streaming service provided by 

Amazon. Amazon Music offers both a subscription-
based service and an ad-supported free tier, and it benefits 
from Amazon's extensive customer base and integration 
with its Echo speakers and other devices. Other notable 
competitors include Google Play Music (now transitioning 
to YouTube Music), which offers a combination of music 
streaming and user-uploaded music, and Tidal, a high-
fidelity streaming service focusing on exclusive content 
and artist ownership.
The competition in the music streaming industry is 
intense, with companies vying for market share through 
exclusive content deals, personalized recommendations, 
and unique features. Despite the competition, Spotify 
has maintained its position as one of the leading players 
in the industry, continually innovating and expanding its 
offerings to attract and retain users.

Current Strategy
According to Spotify’s official website and the interviews 
they attended, Spotify's current strategy revolves around 
four key areas:
1. Expanding User Base

Spotify aims to continue growing its user base by 
increasing its global reach and attracting new users 
through various means.  This  includes s trategic 
partnerships with telecommunications companies to 
bundle Spotify with mobile plans, offering student and 
family plans at discounted prices, and expanding into new 
markets worldwide.
2. Investing in Podcasting
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Spotify has been aggressively investing in the podcasting 
industry to diversify its content offerings and capture a 
larger audio market share. The company has acquired 
several podcast production companies, including Gimlet 
Media, Anchor, and Parcast. By securing exclusive 
podcast deals and producing original content, Spotify 
aims to become the go-to platform for podcast listeners.
3. Enhancing Personalization and Discovery

Spotify places a strong emphasis on personalized 
recommendations and discovery features. The company 
uses algorithms and machine learning to analyze user 
listening habits and preferences, providing tailored 
playlists, daily mixes, and recommendations.
The Spearman's Rank Correlation Coefficient was a 
moderate value of 0.43 (significant at the 0.01 level). 
This means that Spotify users place the recommended 
songs in their playlists almost half the time. Further, two 
conclusions were arrived at. Firstly, the recommender 
system plays a major part in how customers use Spotify. 
Secondly, we cannot see that age and gender would 
significantly affect the satisfaction of the recommended 
songs that Spotify suggests.
By improving the user experience and helping users 
discover new music and podcasts, Spotify aims to increase 
user engagement and retention.
4. Monetization and Revenue Streams

While most of Spotify's revenue comes from its premium 
subscription service and advertisements on the free tier, 
the company is exploring additional revenue streams. 
This includes expanding its advertising capabilities and 
targeting, exploring new formats like podcast advertising, 
and introducing features like paid podcast subscriptions 
and exclusive content for premium subscribers.
Spotify'sBased on the freemium model, the Spotify 
platform provides "free" service to millions of people 
and pays billions of dollars to music corporations for 
royalties. It would not survive without subscription fees 
and advertising revenues. Facebook and Google do not 
have to pay any royalty to content providers, and their 
relationship with licenses is limited, while Spotify plays 
in the copyright world. 

Why it Will be Dominant in the Future
1. Business Model

Spotify has established itself as one of the leading players 
in the music streaming industry, with a business model 
centered around providing on-demand access to a vast 
library of music, podcasts, and other audio content. 
However, as technology and consumer behavior evolve, 
Spotify faces opportunities and challenges to maintain its 

future success.
One of the key trends that may drive Spotify's future 
success is the growing adoption of streaming services 
globally. Streaming has become the dominant method of 
music consumption, surpassing physical sales and digital 
downloads. As more consumers embrace streaming and 
shift away from traditional formats, Spotify benefits from 
increased user adoption and engagement.
Another trend that could work in Spotify's favor is 
the continued rise of podcasting. Spotify has made 
significant investments in podcasting by acquiring podcast 
networks and exclusive content, aiming to become the 
leading platform for audio content beyond music. This 
diversification allows Spotify to attract and retain a 
broader user base and potentially increase revenue through 
advertising and exclusive content subscriptions.
Furthermore, Spotify has been expanding its presence in 
international markets, capitalizing on the global demand 
for streaming services. Spotify has gained a strong 
foothold in various countries by tailoring its offerings to 
local preferences and striking licensing deals with regional 
music labels. This expansion strategy positions Spotify 
to tap into the growing global music streaming market, 
which is expected to continue expanding in the coming 
years.
2. Competitors

When comparing Spotify to its main competitors, such 
as Apple Music and Amazon Music, Spotify has a few 
distinct advantages. Firstly, Spotify has a larger user 
base and a more established brand presence, giving 
it a competitive edge in market share and mindshare. 
Additionally, based on user data and machine learning, 
Spotify's personalized recommendation algorithms have 
been widely praised for their accuracy and ability to 
surface relevant content. This has contributed to Spotify's 
strong user retention and engagement rates.
However,  Spotify does face challenges from its 
competitors. Apple Music, for example, benefits from its 
integration with Apple devices and services, which gives it 
a built-in user base and a seamless user experience across 
Apple's ecosystem. Amazon Music leverages its position 
as part of the Amazon Prime bundle, offering additional 
benefits to Prime subscribers. These factors can pose 
challenges for Spotify in attracting and retaining users 
deeply embedded in Apple's or Amazon's ecosystems.
In terms of less direct or obvious competitors, Spotify 
faces competition from social media and user-generated 
content platforms. Social media platforms like TikTok 
and YouTube have become popular avenues for music 
discovery and consumption, especially among younger 
demographics. Additionally, user-generated content 
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platforms such as SoundCloud and Bandcamp offer 
independent artists a platform to share their music 
directly with fans. While these platforms may not offer 
the same extensive music catalog as Spotify, they provide 
alternative avenues for music discovery and artist 
promotion.
3. Appropriation and Flaw in Strategy

From a strategic standpoint, Spotify's focus on podcasting 
and expanding internationally appears appropriate. The 
podcasting market is growing rapidly, and Spotify's 
investments in this space position it well to capture a 
significant share of the podcast audience. Furthermore, 
expanding into international markets allows Spotify to tap 
into new user bases and revenue streams.
However, Spotify's reliance on licensing agreements with 
music labels presents a potential flaw in its strategy. These 
agreements require substantial royalty payments, which 
can impact Spotify's profitability. Additionally, if music 
labels increase licensing fees or become more restrictive 
in their agreements, it could pressure Spotify's financials. 
Therefore, Spotify must strike a delicate balance between 
maintaining good relationships with music labels and 
controlling costs.
4. Financial Analysis

Regarding financial analysis, it is important to note that 
Spotify has historically faced challenges in generating 
consistent profits. The company operates on thin profit 
margins due to high content acquisition costs and royalty 
payments. However, Spotify has been able to grow its 
revenue through an increase in premium subscriptions and 
advertising.
“Spotify offers unlimited subscription packages, close 
to the economic equilibrium of the recording industry 
estimated by the Open Music Model (OMM). However, 
the inclusion of digital rights management (DRM) 
restrictions is different from OMM and competitors, such 
as iTunes Store and Amazon Music, which are abandoning 
DRM” (“Spotify,” 2021).
Key metrics to assess Spotify's financial health include 
revenue growth, user growth, and average revenue 
per user (ARPU). It is also important to monitor the 
company's ability to control costs, particularly content 
acquisition costs, and improvements in operating 
efficiency. Additionally, tracking Spotify's progress 
in expanding its podcasting business and diversifying 
revenue streams beyond music can provide insights into 
its long-term financial prospects.
Spotify's business model has successfully captured a 
significant share of the music streaming market. By 
adapting to evolving technology and consumer behavior, 

diversifying into podcasting, expanding internationally, 
and focusing on personalized recommendations, Spotify 
has positioned itself well for future success. However, 
challenges such as increasing competition, licensing costs, 
and the need to consistently generate profits remain areas 
of concern that the company needs to address to sustain its 
growth and profitability.

Recommendation to Assure Success
To ensure Spotify's future success in the near and long 
term, it's important to consider various strategic aspects 
of its operations. Here are some recommendations I 
advocate:
1. Diversify Revenue Streams

While Spotify primarily relies on subscription-based 
revenue, it should explore additional revenue streams to 
reduce dependence on a single source. This could include 
targeted advertising, brand partnerships, and expanding 
into new markets or services such as podcasts or live 
events.
2. Enhance User Experience

Continuously improving the user experience is crucial for 
retaining and attracting more subscribers. Spotify should 
refine its recommendation algorithms, personalization 
features, and user interface to provide a seamless 
and engaging experience across different devices and 
platforms.
Here are some examples of how Spotify can enhance the 
user experience across different devices and platforms:
(1) Seamless Cross-Device Syncing. Spotify should 
ensure the user's listening experience remains consistent 
across various devices. For example, users should be 
able to start listening to a song on their smartphone and 
seamlessly continue playback on their computer or smart 
speaker without any disruptions.
(2) Improved Personalization. Spotify can further enhance 
its recommendation algorithms to provide more accurate 
and personalized suggestions. This can include analyzing 
listening habits, user-generated playlists, and social 
interactions to offer tailored recommendations based on 
individual preferences.
(3) Voice Control Integration. As voice assistants become 
increasingly popular, integrating Spotify with voice-
controlled devices such as smart speakers or virtual 
assistants (e.g., Amazon Alexa, Google Assistant, Apple 
Siri) can provide a hands-free and convenient listening 
experience. Users can simply voice their commands to 
play, pause, skip, or search for music.
(4) Offline Listening Improvements. Spotify should 
continue to enhance its offline listening feature, allowing 
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users to download songs, playlists, and podcasts for offline 
playback. This is particularly important for users in areas 
with limited internet connectivity or those who prefer to 
conserve data usage.
(5) Integration with Car Infotainment Systems. 
Collaborating with car manufacturers to integrate Spotify 
into car infotainment systems can provide a seamless 
and safer music streaming experience while driving. This 
integration can include voice control, steering wheel 
controls, and simplified interfaces optimized for in-car 
use.
(6) Smartwatch and Wearable Support. With the rise of 
smartwatches and wearables, Spotify should optimize 
its app for these devices. This can include standalone 
playback, offline syncing to smartwatches, and workout-
specific playlists or recommendations.
3. Invest in Podcasting

Podcasting has gained significant popularity recently, and 
Spotify has made substantial investments in this area. To 
capitalize on this trend, Spotify should continue to acquire 
exclusive podcast content, develop original podcasts, and 
invest in podcasting technology to enhance discoverability 
and monetization opportunities.
4. Expand Global Presence

While Spotify is available in many countries, there are 
still untapped markets with significant growth potential. 
Expanding into new regions, especially emerging markets, 
can help Spotify increase its user base and revenue. 
Additionally, adapting to local preferences and partnering 
with regional content creators can strengthen its position 
in these markets.
5. Strengthen Artist Relationships

Artists are the lifeblood of Spotify's platform. Building 
and maintaining strong relationships with artists, record 
labels, and content creators is crucial.
Spotify should continue to develop tools, analytics, and 
promotional features that empower artists and help them 
connect with their fans. This can include providing better 
insights, offering fair compensation, and facilitating direct 
engagement.
Apart from this, by implementing these measures, 
Spotify can strengthen its relationship with artists and 
record labels, advocate for their rights, and create a 
more equitable and supportive ecosystem for the music 
industry:
(1) Fair Compensation: Spotify should ensure fair 
compensation for artists and record labels. This includes 
transparent royalty structures and revenue-sharing models 
that provide equitable compensation based on the number 
of streams and the popularity of the content. Regular 

communication and collaboration with artists and record 
labels can help address their concerns and negotiate fair 
deals.
(2) Direct Artist Engagement: Spotify should provide 
channels for direct artist engagement. This can involve 
regular communication, feedback sessions, and artist 
support programs. By fostering direct relationships with 
artists, Spotify can better understand their needs and 
concerns and work collaboratively to address them.
(3) Content Protection: Spotify should continue to 
invest in robust content protection measures to prevent 
unauthorized distribution and piracy. This includes 
implementing technologies and partnerships to identify 
and remove unauthorized content promptly. By protecting 
artists' and record labels' intellectual property, Spotify 
can ensure they receive the appropriate recognition and 
compensation for their work.
(4) Support for Independent Artists: Spotify can provide 
additional support and resources for independent artists 
and labels. This includes dedicated promotion and 
discovery programs, playlist placements, and access to 
tools for self-promotion and monetization. By leveling 
the playing field, Spotify can empower independent artists 
and help them reach a wider audience.
(5) Collaboration on Content Creation: Spotify can 
collaborate with artists and record labels on content 
creation initiatives. This includes exclusive releases, 
original podcasts, live sessions, and behind-the-scenes 
content. By actively involving artists and record labels 
in the content creation, Spotify can foster a sense of 
partnership and shared success.
6. Embrace Emerging Technologies

Keeping up with technological advancements is essential 
for staying competitive. Spotify should explore emerging 
technologies like voice assistants, virtual, and augmented 
reality to enhance the music streaming experience. 
Investing in machine learning and data analytics 
capabilities can improve content curation and user 
engagement.
7. Foster Partnerships and Collaborations

Collaborating with other companies, such as device 
manufacturers, telecommunications providers, and social 
media platforms, can help expand Spotify's reach and 
user base. Partnerships can also provide opportunities 
for cross-promotion, exclusive content, and innovative 
marketing campaigns.
8. Stay Agile and Innovative

The music streaming industry is dynamic, and new 
competitors and market disruptions can emerge anytime. 
Spotify should foster a culture of innovation, encouraging 
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experimentation and rapid adaptation to changing 
consumer preferences. Staying agile will enable Spotify 
to proactively respond to industry trends and maintain a 
competitive edge.
By implementing these recommendations I have 
mentioned above, I believe Spotify can position itself for 
continued success in the near and long term, solidify its 
market leadership, and drive sustainable growth.
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