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Artificial sweetener
AI-composed music is here,  

so what does it mean for you?



MACHINE LOGIC
WHY AI COMPOSITION IS NOTHING TO BE SCARED OF

Artificial intelligence is one of the most 
exciting areas in the technology industry 
right now, but it’s also one of the most 
controversial. The debates around AI are 
often framed as an existential battle in store 
between humans and machines. Just ask Elon 
Musk, who thinks it’s “a fundamental risk to 
the existence of human civilisation” and has 
been saying so to anyone who’ll listen.

It’s not quite as dramatic as that in the 

music world, but the emergence of AIs that 
can compose music has been poking a stick 
in a hornet’s nest with some musicians and 
producers. On two almost-contradictory 
fronts, too: one defensive response pours 
scorn on the idea of any AI creating music 
like a human can; while another rages 
about the livelihood-destroying potential if, 
actually, it can.

A recent panel event at Abbey Road 
Studios in London, where the Abbey Road 
Red incubator is currently hosting a pair 

of AI-related startups, was a stormy affair, 
as AI evangelists’ enthusiasm provoked an 
angry response from some of the studio’s 
own creatives.

Meanwhile, a feature on AI composition 
in the Observer newspaper, when published 
online, generated plenty of comparative 
criticism about this kind of technology.

“It will never play bass like Lemmy, sing 
like Aretha or blow our minds like Hendrix,” 
wrote one commenter. “No machine will ever 
recreate the best work of Bob Dylan, Mahler 

or Joanna Newsom,” wrote another. “Whilst I 
have Bach, Beethoven and Patti Smith, life is 
good,” wrote a third. And so on.
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It was a debate with 
more straw men than a 
village scarecrow contest. 
If artificial intelligence has 
to be ‘better’ than the best 
human musicians in history 
at composing music, this 
technology is being set up for 
a fall.

The truth about how AI 
composition could be used as 
it develops is far more interesting and is the 
reason why music companies of all kinds – 
labels and publishers through to collecting 
societies and streaming services – should be 
keeping a keen eye on the growing crop of AI 
music startups and academic research teams.

One thing to understand about this 
area is that it’s not a new discipline. In fact, 
researchers have been exploring the notion 
of “algorithmic composition” since the early 
1980s, notably through the pioneering work 
of Professor David Cope (above) at the 
University of California Santa Cruz.

What’s been new in the last two or three 
years is the emergence of commercial 
technology startups trying to hone this 
technology into something both creative 
and reliable enough to form the basis of 
businesses.

In 2017, AI music’s main point of entry into 
our industry is the production music space, 
and particularly the cheaper end: soundtracks 
for YouTube videos, corporate presentations 
and other high-volume low-budget uses.

Jukedeck in the UK and Amper Music 
in the US are two of the startups crafting 
algorithms capable of popping out a  
tune according to the mood, genre and 
length needs of customers using their self-
service portals.

These services show why the “It’ll never 
blow our minds like Hendrix” argument is 
off-target: AI music created for background 
use in a vlog or corporate video doesn’t need 
to blow minds – in fact, it’s better if it doesn’t 
– as it’s music created for a specific purpose, 
often for an extremely budget-conscious 
customer with minimal time to spend 
choosing music.

The business models here remain 
as experimental as the technology, as 
companies like Jukedeck and Amper test 
the market to see what it will pay for their 
services. They’re not putting production 
libraries out of business just yet.

In 2017, AI is also showing early potential 
at playing a role around derivative works: 
remixing and DJing. British startup AI Music 
(one of the Abbey Road pair) is working on 
a system that will remix tracks on the fly, 
according to the profile and context of their 
listener.

US-based RaveDJ is using AI to create 
mashups on demand for people, based 
on being given a pair of YouTube videos. 
Swedish firm Pacemaker, meanwhile, has 
long offered users of its DJ app access to an 
AI DJ called Mållgan.

These kinds of uses for AI creativity are 
even more nascent in their commercial 
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of DJs and remixers morosely queuing 
outside job centres yet. In AI Music’s case, 
the technology has yet to be publicly 
demonstrated, let alone launched.

The third area of AI music-making to have 
made an impact in 2017 is the role of musical 
foil and/or teacher for humans. Australian 
startup Popgun emerged from stealth mode 
recently with its Alice AI that listens to a 
human playing piano, then responds with 
the melody it thinks they might play next, 
working as a back-and-forth duet.

Google’s AI Duet research project does 
the same thing, as does a recently launched 
piece of software called Raspberry Pi Piano 
Player. Meanwhile, British startup Vochlea 
uses AI to turn musicians’ vocalisations into 
music (below) – for example, transforming 
beatboxing into drum patterns.

Business models here are nascent, but 
these kinds of startups show the desire to use 
AI not as a replacement for human musicians, 
but instead as a tool to help them express 
their own creativity, to work more efficiently 

or simply to learn music in the first place.
In 2017, then, AI creating (or remixing) 

music is almost entirely about potential, 
which is one of the reasons why it sparks 
such heated debates. The technology is 
developing fast and the business models 
around it remain unclear, leaving people 
free to insert their own excitement or fears 
into the gaps in our knowledge of how far 
this technology can go.

Plugging those knowledge gaps is the aim 
of this issue of the music:)ally report. Read on 
for profiles of some of the key startups and 
projects around AI music; for an assessment 
of some of the music coming out of these 
teams; and for our pragmatic opinions on 
how the music industry could and should be 
interacting with this new world.

Note, we’re only focusing on AI 
composition and creativity in this issue. AI 
has a number of other potential uses for 
the music industry, from recommendation 
technologies and A&R filters to business 
processes, but this report is concentrating on 
the music-making side of things.



WHO’S WHO IN AI
THE STARTUPS AND RESEARCH TEAMS BREAKING 

NEW GROUND

JUKEDECK
www.jukedeck.com

Jukedeck was one of the first AI-composition 
startups to come out of stealth mode, winning 
a startup prize at the Le Web conference in 
December 2014, before launching its service a 
year later, backed by a £2.5m funding round.

Jukedeck has been targeting YouTubers 
and other online video creators with its 
tool, which takes in their choices of genre, 
mood, tempo, instruments and track length, 
then spits out tracks for the customer. If 
acceptable, they can pay $0.99 for a royalty-
free licence or $199 to buy the copyright.

The key thing to understand about a 
startup like Jukedeck is that this service is just 
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initial focus as a business, though: aiming 
squarely at filmmakers, games developers 
and online video creators, making music on 
demand based on their inputs for genre, 
mood, length and instrumentation among 
other attributes.

When music:)ally interviewed CEO Drew 
Silverstein, he was one of the most bullish of 
the AI-composition startups on the long-term 
potential of this technology – not to mention 
its ability to compete with human composers.

“If we look 100 years in the future, when 
we’re in the year 2117, AI-generated music will 
be old hat! AI creativity will be as normal a 
thing as the combustion engine,” he said.

“It’s not about whether this can or cannot 
happen, but when it will happen. Are we going 
to wait 100 years or are we going to see it 
in six months? I firmly believe that at some 
point, sooner rather than later, Amper’s music 
will be indistinguishable from human-created 
music.”

Amper’s recent work with Taryn Southern 
(see earlier page in this report) built on that 
bold statement of intent, and that desire to 
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the proving ground for its technology, rather 
than being the endgame for its business. CEO 
Ed Newton-Rex recently talked to music:)ally 
about its grander ambitions.

“You can democratise music. As soon as 
AI understands a bit more about how to write 
music, you can put that power into a lot more 
people’s hands. People who aren’t classically-
educated can play and tinker with music, 
which is really exciting,” he said.

“The other side is the personalisation 
aspect, in terms of consuming music […] You 
can give every person in the world their own 
personal composer and music can respond 

to anything from their environment to their 
mood or their calendar.”

Some other startups – AI Music, for 
example – are already investigating that level 
of personalisation, while Spotify’s hire of AI-
composition guru François Pachet sparked 
discussion about whether this kind of tech 
might have a future role to play in its mood-
based playlists.

“To the question ‘One day will a piece 
of software be able to compose music that 
knows you, and can put you to sleep?’ the 
answer is absolutely,” Newton-Rex told us. 
“That’s exactly the kind of field in which AI 
can really help and be useful.”

AMPER MUSIC
www.ampermusic.com
If only to make grumpy newspaper website 
commenters fall off their chairs, let’s describe 
Amper Music and Jukedeck as the closest 
thing AI music composition has to a Beatles 
and Rolling Stones rivalry, although we’ll avoid 
suggesting which is which.

US startup Amper Music has a similar 



have passing for human music as a Turing 
Test-style bar set high for this technology.

Like Jukedeck, Amper Music doesn’t give 
the impression of planning to rely solely on 
tight-budgeted production music clients for 
its income in the future.

“For a musician, we want Amper to be your 
most-trusted creative collaborator: something 
that helps you get better at what you do and 
further your goals,” said Silverstein.

POPGUN
www.popgun.ai

Otherwise known as ‘what Stephen Phillips 
did next’, with its Australian founder well 
known in music:)ally circles for his work at 
music-discovery startup We Are Hunted 
and, after it was acquired by Twitter, his 
role in trying to make Twitter Music a 
success.

Popgun started life as his attempt to 
build an AI capable of writing a hit single, 
based on sucking in “success indicators” 
from streaming services. The idea was 
quickly abandoned once Popgun was on 
the Techstars Music accelerator earlier 
this year, in favour of a more interesting 
challenge.

Cue ‘Alice’ which is Popgun’s piano-playing 
AI, initially responding to humans’ melodies 
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of coding a system that could write pop 
hits, AI Music’s original aim was to develop a 
technology for people to “press a button and 
then write a symphony”, according to CEO 
Siavash Mahdavi.

That was quickly junked in favour of 
a technology that Mahdavi described as 
“shape-changing the music”, from tweaking 
its tempo or key to shifting its genre entirely – 
all to suit whoever’s listening at the time.

“It’s that idea of contextual AI. Maybe you 
listen to a song and in the morning it might 
be a little bit more of an acoustic version,” 
Mahdavi told us.

“Maybe that same song when you play it 
as you’re about to go to the gym, it’s a deep-
house or drum & bass version. And in the 
evening it’s a bit jazzier.”

AI Music is one of the startups posing 
extremely thorny – if not quite existential – 
challenges for the music industry. How does 
a technology that shape-changes songs fit 
in to current notions (not to mention actual 
legislation) of copyright? And how much 
ability will artists have – if any – to dictate 

how much shape-changing their songs 
will tolerate?

At the same time, with context 
already an important signal for 
the recommendations systems 
of streaming service, AI Music’s 
technology could be a good fit for 
them. For example, could it shape-
change an entire playlist like, say, New 
Music Friday into mood-music for 
getting to sleep?

AI Music has yet to demonstrate 
its technology publicly, though: when 
that happens this autumn, expect 
plenty of interested (and in some cases, 
sceptical) observers.

GROOV.AI
www.groov.ai

Still in beta for now, Groov.ai says that it’s 
“building an AI that learns and composes 
music across a variety of genres”, armed with 
a team that has worked on the AI for self-
driving cars within Google and Uber.

Details on the specifics of its technology 
and its planned business model aren’t yet 
public, but Groov.ai has followed other teams 
in its field by releasing some of the music 
created by its system on SoundCloud.

They take the form of three sub-25-second 
piano melodies which sound tuneful enough, 
and the additional information that Groov.
ai’s software will “create music based on what 
you feed me”.

COVER FEATURE with the intention of ultimately 
playing alongside them.

“The way to true novelty in music 
is going to first start with an AI you 
can play with. Then we can clone that 
and see what happens,” Phillips told 
music:)ally when we interviewed him 
earlier this year.

“What does that sound like? 
What stuff will it play? And when we 
talked to artists, that’s what turned 
this from something they feared 
to something they were deeply 
intrigued by.”

Alice’s real potential may be in 
education: a software companion 
that’s always available to play with 
humans who are learning their piano 
or keyboard chops and a foil for 
their earliest steps into composing their own 
music.

There is also potential for this kind of 
technology to be built into instruments: 
future keyboards could ship with their 
own Alice equivalents, capable of evolving 
according to the skills and melodic 
sensibilities of their owners.

“I don’t buy this: that music is somehow 
only a human thing,” said Phillips. “I can buy 
that it’s an ‘intelligent’ thing, but I’m not sure 
we’ve got the lock on that. We might be the 
smartest things we’ve ever seen, but that’s 
not to say we won’t come across something 
smarter that can also make music.”

AI MUSIC
www.aimusic.co.uk
AI Music may have the most straightforward 
name of all the startups covered in this issue, 
but it’s also taking a different approach to 
many of them. Rather than create music from 
scratch, it’s more about using AI to customise 
existing songs.

While Popgun started with the intention 



AIVA
www.aiva.ai

Luxembourg-based startup AIVA has been 
going since 2016, founded originally with 
the aim “to finish the most iconic unfinished 
pieces of classical music […] while staying 
true to the composer’s style and genius”.

That has evolved into a service that’s more 
in Jukedeck and Amper Music’s ballpark, 
with a system to create “memorable and 
emotional soundtracks” for videos of all kinds, 
with quick licensing and a flat-fee pricing 
model.

One advantage AIVA has over rivals – 
for now, at least – is that its AI is already 
registered with a collecting society as an 
author, having joined up to SACEM.

“This achievement does not mean that 
Aiva will replace musicians; we will continue to 
encourage collaborations between man and 
machine,” claims the company.

RAVEDJ
www.rave.dj
Rave’s website offers one big button titled 
‘Create Mashup’ which, when clicked, expands 
to a pair of bubbles with YouTube logos inside. 
Click on those and search for videos, and in a 
couple of minutes you’ve got the ‘Galway Girl’ 
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and hardware. The latter is a 
microphone called the VM Apollo, 
into which a musician can make 
a variety of vocal sounds, from 
beatboxing to humming a guitar riff 
or impersonating a trumpet.

Vochlea’s AI then turns those 
human sounds into music: adept 
for either creating a backing track 
on the fly or producing frontline 
melodies for use in a session.

Here, more than with any other 
AI startup, the potential for this 

technology as a creativity unlocking 
collaborator for humans is clear.

GOOGLE MAGENTA
magenta.tensorflow.org
Magenta is a project born in the Google 
Brain research department within Google 
to answer this question: “Can we use 
machine learning to create compelling art 
and music? If so, how? If not, why not?”

It’s partly a showcase for Google’s 
TensorFlow open source machine-
intelligence library. Magenta’s work has 
already been used as the basis for Google’s 
AI Duet experiment, as well as a tool called 
NSynth, which uses neural-networks 
technology to generate sounds like a 
traditional synthesizer.

Google’s team has regularly published 
details of its research with the goal of 
stimulating the wider AI music community, 
so its work may well underpin more 
commercial startups in the future.

FLOW MACHINES
www.flow-machines.com

Sony’s Computer Science Laboratories 
(CSL) complex in Paris has been at  
the forefront of AI-composition  
research thanks to its Flow Machines 
project, headed until recently by  
François Pachet, one of the field’s most 
respected figures.

Part-funded by the European Research 
Council, the Flow Machines 
team created software capable 
of composing music that – with 
a significant human intervention 
– could be fashioned into 
full-length songs. It can also 
knock out chorales in the style 
of Bach.

The future for Flow Machines 
is less clear, with Pachet having 
been hired by Spotify to head 
up its Creator Technology 
Research Lab earlier this year. 
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meets ‘Despacito’ mashup that 2017 has been 
(possibly) clamouring for.

The technology is already available in 
parent company Rave Media’s mobile app, as 
well as its RaveVR apps for Google Daydream 
and Samsung Gear VR.

For now, it’s a clever gimmick to add fun 
to a service that’s about social video viewing 
rather than putting human DJs out of work. 
Still, the fact that it works pretty well at this 
stage is a sign of its potential for other uses 
in the future – even if ‘Galwacito’ isn’t getting 
many repeat plays at Music Ally HQ.

VOCHLEA
www.vochlea.co.uk

“Your voice/any instrument,” promises 
British startup Vochlea’s website, which 
is an admirably-concise description of its 
technology, which includes both software 



AI TUNES, HUMAN EARS
REVIEWING THE MUSIC COMING OUT  

OF AI PROJECTS

It’s the faintest of faint praise to describe 
a song as not particularly standing out 
from the crowd, but in the case of Taryn 
Southern’s recent single ‘Break Free’, it’s 
almost a compliment.

It’s the lead track from her upcoming 
album, I Am AI, which is being billed as 
“the first album entirely composed and 
produced with artificial intelligence”. 
Although as has often been the case with 
“AI music”, humans have played a key role 
in the process too.

Southern (right, top) worked with startup 
Amper Music on ‘Break Free’, telling its 
system what BPM, rhythm, instrumentation 
and genre to create music based on. She 
then wrote lyrics and vocal melodies for the 
track, before recording them and arranging 
all the stems generated by Amper into a 
cogent song.

The result is a ballad that, while slickly 
produced with plenty of emoting from 
Southern, lacks the earworm factor 
of a proper pop hit. But, as we said, 
not standing out from the (entirely 
human) crowd is arguably an impressive 
achievement.

Southern’s assessment of Amper Music’s 
capabilities has been even-handed. “What 
Amper’s really good at is composing and 
producing instrumentation, but it doesn’t 
yet understand song structure,” she told 
The Verge.

“It might give you a verse or the chorus 
and it’s up to me to stitch these pieces 
together so that it sounds like something 
familiar you would hear on the radio. Once 
I’m happy with the song, then I write the 
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Free’ has been closely tied to Southern’s 
popularity: its official video has been 
watched 1.4m times on her YouTube 
channel, but on Spotify the track has 
fewer than 50k streams so far, while on 
SoundCloud it has under 600 plays.

Southern and Amper were beaten to the 
punch of releasing an AI song by Sony’s 

CSL Research Laboratory, 
which in September 
2016 put out two songs 
composed by its Flow 
Machines software.

Both were almost 
what you’d call pastiches: 
‘Daddy’s Car’ was in the 
style of The Beatles, while 
‘The Ballad of Mr Shadow’ 
(below left) followed the 
templates laid down by 
American songwriters 
like Irving Berlin, Duke 
Ellington, George Gershwin 
and Cole Porter.

In the former case, the 
achievement was mostly 

in the lack of a standout factor: a pale 
imitation of The Beatles, but no paler than 
many of the human bands too in thrall to 
that band. ‘The Ballad of Mr Shadow’ is 
(presumably deliberately) more jarring with 
its cut-up-sounding vocals and queasy 
melodies.

As with Taryn Southern’s single, a 
human musician – French composer, 
Benoît Carré – played a significant role in 
organising and producing the output of 
Flow Machines, not to mention writing the 
lyrics. The two tracks notched up more 
than 2.2m YouTube streams between them, 
plus nearly 100k SoundCloud streams.

If anything, ‘The Ballad of Mr Shadow’ 
hints at the most interesting future for AIs 
composing full-length songs. It’s less a 
soundalike and more something strange 
and… new.

Rather than smoothing off the corners 
of algorithmically composed music to 
closely resemble human work, we’re 
intrigued by the potential for these 
systems to create new, sharp corners of 
their own.
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vocal melody and lyrics.”
She added, “For me, the process is 

actually really similar to how I would work 
with a human collaborator […] I have to 
always work with a music producer who 
can take my vision and make something 
out of it that I really like.”

Thus far, the audience for ‘Break 



THE FUTURE FOR AI
HOW MIGHT ALGORITHMIC MUSIC MAKING EVOLVE 

AND WHAT DOES THAT MEAN FOR OUR INDUSTRY?

As we’ve explained, many of the startups 
in the AI music-making field are still in their 
early stages, both in terms of the musical 
quality of their systems’ output and also the 
development of business models around it.

It can thus seem tempting to write this 
technology off – particularly if feeling derisive 
of its potential (the “It’ll never be Hendrix!” 
camp) or defensive about its impact (the “It’ll 
put musicians out of work!” camp).

Actually, we’ve seen another attitude 
become more common: a wait-and-see policy 
based on the premise that it’s so early in this 
field’s commercial development that it’s not 
worth expending energy on the sector until 
it starts making a bigger splash – and more 
impressive revenues.

Although that sounds like an even-
handed approach, music:)ally would argue 
that opportunities may be lost here. In fact, 
the more that labels, publishers, artists and 
collecting societies can engage with the 
creators of this technology at this early stage, 
the better.

For some startups, that’s about the 
creative collaboration between humans and 
AI: the more Popgun’s Alice gets to play 
with professional musicians, for example, the 
faster she’ll learn.

In other cases, it’s as much about music 
rightsholders being involved with this 
technology at a stage when it is very much 
still being shaped, particularly at a business 
and legal level.

The latter shouldn’t be underestimated: AI 
music does pose some fascinating headaches 
to our current frameworks around copyright 
and creativity.
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going to like that, although the young artists 
will probably do it.”

For AI Music, the legal questions 
come around the extent to which human 
songwriters and performers can approve (or 
block) their songs being shape-changed by 
an AI.

“If an app allows you to shape-change a 
song to the extent that you can’t even hear 
the original, does it break away and become 
its own instance? If you stretch something to 
a point where you can’t recognise it, does that 
become yours, because you’ve added enough 
original content to it?” asked Siavash Mahdavi.

“And how do you then measure the point 
at which it no longer belongs to the original? 

What we’re learning is a lot of this is really 
quite grey.”

He adds, “Clearly, we both understand 
and respect copyright and authors and will 
obtain permissions where we need to, but we 
want to reinvent the idea of a new type of 
personalisation beyond mere adaptation to 
creating new sounds.”

These startups could create legal 
headaches, but that could spark the debates 
that help keep copyright legislation and 
business processes fit-for-purpose in a world 
that – across many industries – is going to be 
ever-more infused with artificial intelligence.

The more the industry works with – and 
even invests in – these AI startups, the 
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This came across strongly when 
Music Ally interviewed Popgun and AI 
Music. Popgun’s founder Stephen Phillips 
mused about some of the “surreal” legal 
conversations he’d found himself in.

“When labels are going to sign new 
artists, there might be clauses over who 
owns their ‘intelligence’. Imagine if an AI 
hangs out with you for a year and another 
AI hangs out with Pharrell Williams (above) 
for a year. The one that hangs out with 
Pharrell is going to be a shed-ton better 
than yours,” he told us.

“So who owns that AI: the label? Once 
Pharrell’s trained it, maybe they don’t need 
Pharrell anymore! I don’t think artists are 



more it will see the commercial uses for this 
technology beyond the current (and still 
niche) competition for production music 
libraries. That includes getting out of the 
mindset that humans will always prefer 
human-created music over AI-created music.

It is not a big leap to see a path from the 
current production-music uses of the latter 
– music created for a specific context and 
purpose – to the mood-music playlists on the 
biggest music-streaming services, where the 
context or purpose may be getting to sleep; 
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20-song sleep or focus playlist of original 
tracks, algorithmically tuned to the musical 
preferences of each individual listener.

Bad news for artists, labels and publishers? 
Alternatively, Spotify could invest more in the 
kind of AI technology that builds and mixes 
playlists for specific moods and contexts, 
or which (think of AI Music) remixes existing 
songs to fit those purposes.

music:)ally also believes that the young AI 
music startups whose technology delivers on 
its promise will quickly become acquisition 
targets for bigger companies – and that 
doesn’t just mean the Spotifys of the world.

Why shouldn’t a label buy a Jukedeck or 
Amper Music, for example, to sit within a 
revamped sync/production-music division 
capable of generating income from the 
longest-tail video creatives? They may 
however face competition from the deeper-
pocketed production-music libraries.

Why shouldn’t a publisher be eyeing 
up a startup like Popgun or Vochlea as an 
in-house tool to deploy for its emerging 
songwriters, helping them out of melodic 
ruts and/or smoothing the process of getting 
their ideas from brain to page? Although here 
too, competition may come from elsewhere: 

music-hardware companies, for example.
At the very least, music companies can be 

proactive in taking meetings with the earliest-
stage AI music startups, to understand what 
their tech is capable of now and how it might 
develop in the future. With industry revenues 
on the up again, there should also be the 
appetite to dive into seed and Series A rounds 
for these startups.

Most importantly, don’t write AI music off 
as a gimmick. “I imagine AI will just fold in to 
our daily lives in the same way the internet 
did, or synthesizers did, or drum machines did, 
and it will just become part of the landscape,” 
Abbey Road’s Jon Eades (above) told us 
recently, while recounting the tale of that 
stormy panel debate at the studio.

“We’re talking about a suite of technologies 
that stand, potentially, to have as much 
impact on this industry as the digitisation 
and mass online distribution of music did,” 
continued Eades.

“That created a lot of turmoil and a lot of 
change, but a lot of opportunity, too […] It 
challenges the ownership of creative works, 
of derivation, of provenance, of fashion. All of 
these things. And these are fundamentally 
intriguing and important topics.” :)
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focusing on work; running 5km; or getting into 
the right frame of mind for yoga.

The recent furore around ‘fake artists’ with 
tracks on some of Spotify’s popular mood 
playlists (above) – they turned out to be real 
musicians working under pseudonyms, often 
to a commission from the streaming service 
– happened at the same time music:)ally was 
interviewing the AI music startups.

It seems uncontroversial to suggest 
that an AI will, in the not-too-distant 
future, be capable of whipping up a 10- or 
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Facebook has, by stealth, been moving 
not just into video (with its promise 
of pushing native uploads higher up 
its algorithms) but also music video, 

making a series of appointments this year for 
music licensing specialists. The surprise is not 
that it is doing it but rather that it has taken 
this long.

There is a narrative that has become fixed 
around this that Sean Parker, having been 
badly burned in his dealings with the music 
industry with Napster and then working as an 
early advisor to the social network, warned 
founder Mark Zuckerberg away from doing 
anything that would involve the licensing of 
any content or untangling rights clearances. 
Parker, however, went on to invest in and 
advise Spotify, so his opposition to the record 
business was not cast in iron. Times change 
and so must services. With digital being a 
moving target, you cannot afford to be a 
fundamentalist. 

Thus far, there has been a stasis of sorts 
between Facebook and the music business. 
Artists need it to reach fans and Facebook is 
charging them to boost posts to reach those 
same fans. But while Facebook is hungry 
for native content, labels are not willing to 
upload more than 30 seconds of audio as 
they are not (as yet) going to be paid for any 
music. So instead they upload interviews, set 
restrictions on Facebook Live streams of gigs 
(limiting the on-demand side of things) and 
seek out other ways to skin the content cat 
without giving way their core copyrights. 

That could all change, however, according 
to a recent Bloomberg piece. “Facebook Inc. 
is offering major record labels and music 
publishers hundreds of millions of dollars so 
the users of its social network can legally 
include songs in videos they upload,” it 
claimed. To appease rightsowners across the 
board, Facebook is working on its own version 
of YouTube’s Content ID (although, that said, 
labels and publishers still claim YouTube’s 
identification and takedown process is 
seriously flawed). 

It is not quite panic stations yet as 
the system could take two years to get 
up and running properly, but it at least 
implies Facebook wants to do it properly. 
As a stopgap, it is suggested that Facebook 
will pay advances to erase the problem of 
takedowns around UGC videos using music.

“Getting into business with Facebook 
presents something of a Faustian bargain,” 
warned Bloomberg. “Rights holders need a 
deal. Given the current legal framework for 
copyright online, users are going to upload 
video with infringing material no matter what. 
The onus is on rights holders to police those 
videos. A deal ensures they get something 
rather than waste resources tracking down all 
the illegal videos.”

Being one of the biggest digital companies 
in the world, Facebook has plenty of spare 
cash to throw around here if it wants to turn 
this into a financial arms race. 

The Wall Street Journal recently suggested 
that Facebook was planning on spending 

Facebook’s video vision of the future
It’s taken the social-network giant a while to get round to it, but Facebook is now offering major record labels and publishers enticing licensing deals 
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$1bn on original video shows in the next year 
via the Watch section on its platform. That 
might sound like a lot, but is actually just 
3.7% of its revenues for 2016 and is somewhat 
behind the $6bn Netflix is spending this year 
and then $2.5bn Hulu says it will invest next 
year. (That said, Netflix and Hulu have both 
been in the market for years and so, as a first-
year investment by a new entrant into original 
content, this is a not-insignificant figure.)

Even so, if true, it’s still a significant dipping 
of Facebook’s toe into the native content 
waters. There are caveats – of course there 
are caveats – with the WSJ saying the budget 
“could fluctuate based on the success” of the 
first shows (so sort of like Uber’s surge pricing 
applied to content investment). 

The thinking is that Facebook is not going 
to go for long-form like Netflix or Amazon 
Prime Video and will rather focus more on 
short-form clips in keeping with its push 
to keep its users constantly grazing on the 

platform through the day – which 
would place it more as a competitor 
with YouTube (them again). 

As part of a wider charm offensive, 
Facebook’s VP of EMEA, Nicola 
Mendelsohn, gave a keynote at 
the BPI’s AGM earlier this month in 
London. She did not give anything 
away about her company’s plans 
for music and music licensing, 
but pushed her own music fan 
credentials and talked about the acts 
– such as Gorillaz and Ariana Grande 
(for her tribute show after the terrorist attack 
at her Manchester show) – already using 
the platform for their videos. The subtext 
being that they love music and they want to 
encourage more acts to get on board. 

Facebook would clearly like more music 
on there as it’s a powerful hook for the 
younger consumers it needs to attract 
and retain. So it is looking to what makes 

YouTube so appealing to them and then 
trying to offer something similar. This, on 
paper, looks like all the stars aligning for 
music and Facebook. But the concern is 
that music is only a tiny part of Facebook’s 
broader video ambitions.

What that means, as with YouTube, is that 
music will have to fight for attention alongside 
unboxing videos, computer game demos, 

make up tutorials, pranks and all the 
other short-form content that makes 
up the social media diet of many 
online-video viewers. 

Sorting out take downs, having 
robust content ID, stemming 
stream ripping and stopping 
freebooting are all things that 
Facebook can do in theory – plus 
there is the added bonus of a new 
revenue stream opening up on 
the biggest social platform in the 
world. But – and there is always a 

but – music is going to have to fight even 
harder than it does on YouTube to stand 
out here. Search on Facebook is almost 
prehistoric compared to YouTube and 
something will have to give here. 

Facebook can assure – and deliver – on 
payment and copyright protections, but if 
no one can actually find music on there, its 
promises could prove frustratingly hollow.  :)
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01 Major labels  
made $1.3bn in 

streaming in Q2
With all the major labels issuing 
their company numbers for Q2 2017, 
we dissected the digital figures 
to see what the boom format of 
the moment – streaming – was 
delivering to their collective bottom 
line. Together they made $1.3bn: 
UMG led the pack with $588m; but 
WMG – the third largest major – 
was second in streaming income 
of $360m; and Sony was third with 
$346m. The success of Ed Sheeran 
will have helped WMG’s position 
here, but not exclusively, suggesting 
that streaming could soon cause a 
recalibration of market size for the 
biggest players.  

02 Managers missing 
out on millions in 

affiliate deals
That’s the claim of Stephen 
O’Reilly, head of marketing at 
ie:music (inset). “We are starting 
to see returns on people 
purchasing from Amazon or 
John Lewis, for example,” 
he says. “There is also an 
incentive that Apple has 
to get people to sign up 
to Apple Music where 
you get a referral fee. 
That is not insignificant. 
I think it is our 
responsibility as managers 
to proactively seek out those 
other revenue opportunities.” 

03 BPI calls for 
“different kinds of 

streaming services” 
Of course stream ripping and the 
value gap were hot topics at the 
BPI’s AGM earlier this month, but 
the organisation’s chief executive 
Geoff Taylor was also keen to push 
streaming to its next evolutionary 
state. “The existing generation of 
streaming services cannot be the 
final frontier,” he cautioned. “We 
need different kinds of services 
offering different experiences.” 
Video, improved audio and AR/VR 
were cited as the building blocks 
of the next-generation of services. 

04   
BASCA attacks YouTube’s 
45% cut of ad income
File under: unsurprising. BASCA – 
the body representing songwriters, 
composers and lyricists – piled 
into YouTube head of music Lyor 
Cohen’s now-infamous blog that 
said the industry’s criticisms of it 
were unfounded. BASCA attacked 
what it saw as serious problems 
with YouTube’s Content ID and 
monetisation claims but reserved its 
greatest ire for the 45% cut YouTube 
takes of ad income around videos. 
“It is outrageous they are taking 
that much,” it said. “Plus they take 
all of the rest of the advertising 
income that is not officially 
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‘monetised’ by rights holders too. 
Then it is too easy for users to 
opt out of adverts. So what is the 
incentive to subscribe?” 

05 Loudr attacks 
Spotify’s  

songwriter settlement  
is a “speeding ticket”
Rights platform Loudr was set up 
to make the use and clearance 
of music online easier and more 
transparent. It feels Spotify 
agreeing a $43.4m deal in May this 
year to settle a class-action suit 
brought against it over mechanical 
royalty payments sets things here 
back rather than futureproofing 
them. Chris Crawford, CEO of 
Loudr, says, “I don’t think it has 
been addressed properly! I think 
there is a huge opportunity to fix 
this problem. The settlement is 
terrible because it’s basically a 
speeding ticket for not doing 
things correctly.”  

06 Mind 
Music 

Labs talks 
making every 
investment 
“smart”
Bob Dylan was called 
“Judas!” for going electric 
in 1966, but smart instruments 
could soon be the norm if Mind 
Music Labs has anything to do 
with it. CEO Michele Benincaso 
told us, “The smart guitar is the 

first instrument 
that is using our 
technology. 
But what we 
have actually 
developed is 
a system that 

can make every 
music instrument 

smart.” This will see 
the company tap into 

the music education business 
– estimated to be worth $9bn a 
year in the US alone. 

07Fender: we want 
to build a “lifetime 

relationship with  
the customer”
More music education as the 
instrument hardware mega-brand 
explains the missed opportunities 
here and why its $19.99-a-month 
video tutorials service Fender Play 
can help change things. Its digital 
head Ethan Kaplan said, “Most 
people who pick up a guitar will 
quit within six months. That’s 90% 
of our first-time buyers, and the 
first-time community accounts 
for almost half of what we sell. 

We have a 
massive problem in our industry of 
just basic attrition. But if we can 
address that, we can start building 
a lifetime relationship with the 
customer.”  

08 Jellynote: 
publishers often 

lack an “innovative 
mindset”
Proving the rule that things happen 
in threes, Jellynote has been talking 
to us about the role  

artificial intelligence will play in 
instrument tutorials. Martijn Tjho 
(who previously set up distribution 
company FUGA), however, felt that 
publishers were dragging their heels 
here in regards to what he sees as 
huge opportunities. “The mindset of 
music publishers is not always a very 
innovative mindset,” he argued. “At 
the end of the day, they have to look 
after their bottom line. I understand 
that. But the way things have 
evolved, it can sometimes make it 
challenging.”
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$34bn
Value of streaming music 
by 2030. 
Source: Goldman Sachs

Value of subscription streaming 
by 2030. 
Source: Goldman Sachs

$6bn
Value of ad-funded 
streaming by 2030. 
Source: Goldman Sachs

£3.2bn
What the UK music market 
will be worth by 2021.
Source: PwC

£185m
Value of the UK 
music download 
market this year. 
Source: PwC

£66m
Value of the UK 
music download 
market by 2021. 
Source: PwC

£440m

$41bn
Value of the global recorded music market by 2030. Within that, $4bn will 
come from performance rights, $700m from physical and download sales, 
$500m from sync and $1.2bn from other sources. Source: Goldman Sachs

Value of the UK 
physical music 
download market 
this year. Source: PwC

$28bn

£2.9bn
What the UK music market 
will be worth this year.
Source: PwC

£310m
Value of the UK 
physical music 
market this by 2021.
Source: PwC
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You stand around for ages waiting for one digital music market forecast and then two come along at once…
Both PricewaterhouseCoopers (on the UK market) and Goldman Sachs (on the global market) are predicting boom 

times ahead for the record business and, inevitably, streaming is hailed as the jet-powered engine here. 
We look at the numbers and where they say the market will be in the coming years. MARKET FORECASTS
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the global industry in the 
eyes of the investment 
community.

We all knock Guy Hands’ 
ownership of EMI, but he 
was very prescient. He was 
ahead of the curve by a 
few years. He had the right 
idea about institutional 
investors coming into the 
music industry. He just 
got the execution and the 
timing wrong.

What happened at EMI 
was one reason why, until 

recently, there was very little institutional 
appetite for investing in the music industry. 
Bowie Bonds was another: a PR coup 
at the time, but later seen as a bit of a 
novelty. People got scared off.

But about two years ago I bumped 
into an investment banker who had that 
appetite to get into the music industry.

After 20 years managing music acts 
and building entertainment brands – from 
travelling the world with the Smashing 
Pumpkins and helping Elton John with his 
own management company, to meeting 
a bunch of kids climbing walls in the Paris 
banlieues, and going on to market that 
concept worldwide as parkour via a chance 
meeting with the producer of Bond film 
Casino Royale.

As I started working with this 
investment fund two years ago, we started 

by lending to individual artists who wanted 
loans, and over time the scale of the deals 
has gone up significantly. Publishing is 
the most visible area at the moment, and 
the multiples are going through the roof, 
especially for A-list catalogues. However, 
the live side is catching up – and masters 
will shoot up in time.

Forward-income streams have become 
the holy grail, and publishing – and, of 
course, masters – offers you that. We can 
broker those deals in the hundreds of 
millions of pounds, structured as a mix of 
debt and equity, and will source both.

We’ve also arranged debt financing for 
rights owners. If someone owns masters, 
we can arrange a balloon payment 
securitised against the future income 
stream of those masters. We can also 
arrange personal loans.

If you look at the recent Paul McCartney 
case, that’s a reminder that more 
songwriters and artists (or their estates) are 
going to be looking for rights to revert to 
them in the next 12 to 18 months. We can 
offer solutions directly to those people, too.

The industry has finally turned a corner 
with streaming revenues now growing the 
overall pie; but artists, labels and publishers 
need to ensure they’re looking after the 
online presence of their artists and writers, 
which is one of the reasons we have 
teamed up with music:)ally.

Together, I think we can really help the 
industry benefit from this new golden age.  :)

FINANCE

Let it shine
Access to new sources of finance could fuel a new golden age for music says L25 Entertainment’s Darren Michaelson

Music:)ally has teamed up with 
L25 Entertainment to provide 
our readers with a new service 
to offer access to finance in 

addition to our existing marketing and 
consultancy services. The company acts 
as a finance broker for artists, labels, 
publishers and other companies seeking 
to raise finance – whether that be to 
buy catalogues of rights, debt financing 
or to securitise against forward royalty 
income streams. The company has direct 
relationships with leading private equity 
companies and family offices around the 
world. L25’s preferred model is to charge 
only after successfully raising funds, with 
no set-up fees. If you’re interested in 
finding out how this could work for you, 
contact paul.brindley@musically.com. But 
below, L25 co-founder Darren Michaelson 
explains why he got into the financing 
business and the renewed optimism from 
the investment community around music 
and music rights.

The international music industry is entering 
a new golden age. A kind of second gold 
rush. We’re right at the start – and it’s 
streaming that’s largely responsible.

This business has suffered a long period 
of decline in terms of sales, but I’m hugely 
optimistic about where we are headed right 
now. You have the biggest technology 
companies in the world involved in music. 
Apple, Amazon, Google – yes, there’s the 
whole safe harbour issue, but that will get 

resolved in time – and now Facebook is 
coming in.

That’s four of the biggest companies in 
the world, all with serious investments into 
music – and legitimately reporting income 
from hundreds of territories.

It’s a big change from the days when 
I worked with the Smashing Pumpkins. 
Every six months we’d pore over the royalty 
statements, which would show us selling 
albums in a maximum of 35-40 territories 
around the world.

We ‘sold’ 25m Mellon Collie & The 
Infinite Sadness albums. The truth was 
we probably sold double that; but in India, 
China and other countries, the sales were 
through pirated versions being sold on 
thousands of market stalls.

That’s why I talk about a golden age 
now: streaming has effectively legitimised 
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local brands are unwilling to commit to 
digital advertising campaigns. Germany’s 
recorded music industry, for example, 
brought in $21.8m from video streams last 
year, all from a YouTube userbase that is 
only slightly larger than Turkey’s.

The good news for the Turkish recorded 
music industry is that overall streaming 
income increased sharply in 2016, rising 
from $14.09m in 2015 to $28.08 last 
year, with the majority of this ($17.49m) 
coming from subscription audio streams. 
This result was more than enough to 
compensate for falling income from 

downloads and physical music, with overall 
recorded music income in Turkey up 24.8% 
in 2016 to $60.7m (source: IFPI). This 
followed a 33.6% increase in 2015 and a 
3.7% rise in 2014.

The majority of the music streaming in 
Turkey takes place on free, ad-supported 
services, with YouTube, netd müzik (which 
also has its own mobile/web platform) and 
Spotify the most popular services, while 
fizy (run by Turkcell), Turk Telekom Muzik 
and Spotify offer subscriptions. There 
are an estimated 1m music streaming 
subscribers in Turkey, with fizy said to have 
the highest number.

MARKET PROFILE Turkey

Overall recorded music income in Turkey is up but the challenge  
is to convert the many millions of users of free, ad-supported  
platforms to subscription services

STATS 
f 
Population   80.3m
d 
GDP per capita (US$)  $21,100 
Total music revenue 
per capita (US$)  $0.76
h 
Internet users  42.7m
c 
Broadband connections  10m
i 
Active smartphones 45.8m 
Active tablets 11.5m 
Sources: IFPI

TURKEY

In a hugely uncertain world, at least one 
thing can be relied upon – come hell 
or high water, Turkish music YouTube 
site netd müzik will be in or around the 

platform’s top 10 channels globally. Indeed, 
at the time of writing, the site (owned by 
media group Do�an TV Holding) sits at 
#10 in Tubefilter’s YouTube rankings, with 
116.6m weekly views and a total of 6.8m 
subscribers.

YouTube, as this statistic suggests, is 
hugely popular in Turkey. In Statista’s 2016 
figures for the leading countries based 
on monthly active YouTube users, Turkey 
was ranked 10th with 28.8m. Turkey, of 
course, is a big country, with a population 
of 80.3m; but only 42.7m Turks are internet 
users, with 10m broadband connections 

nationwide, which makes these YouTube 
stats even more impressive.

“YouTube is a very popular source for 
music in Turkey,” says Ahmet Asena, 
general secretary of Turkish recorded 
music association Mü-Yap. “As we have 
mentioned several times [in the past], 
the Turkish market is a local repertoire-
dominant one. Starting from the Mü-Yap 
channel, almost all the repertoire has been 
on YouTube.”

This, of course, is not necessarily a 
cause for general celebration. Video 
streaming may have brought in $8.81m for 
the Turkish recorded music industry last 
year, according to the IFPI, but CPMs on 
YouTube are significantly lower in Turkey 
than elsewhere in Europe. As a result, many 

Following social media shows 
that young people are talking 
about paying, which is a very 

positive thing, but [also] 
discussing the quality of the 

service they get. New marketing 
strategies and service models 

might boost the figures...” 
– Ahmet Asena, Mü-Yap

ø
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RECORDED MUSIC SALES
(Volume, million units)
(Source: IFPI)

DIGITAL MUSIC REVENUE BY FORMAT,
IFPI FIGURES
(In US$ millions / Source: IFPI)
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Content strategist Ozge 
Ergen explains that telco 
deals have been important in 
Turkey. “Vodafone bundled 
Spotify into one of its tariffs 
[designed for those under 25] 
in 2015 and offered an option 
to add a Spotify subscription 
for 4.99 TRY [$1.46] to your 
own tariff if you are under 
25,” she says. “This deal 
is no longer available, but 
Vodafone introduced a new 
tariff [Vodafone Pass] which 
eliminates data charges for 

popular music, video streaming 
and chat apps such as YouTube, 
Spotify and WhatsApp.”

Asena says that these is an 
increasing willingness among 
younger consumers in Turkey 
to pay for music. As such, he 
believes that subscription services 
still have room to grow. “Following 
social media shows that young 
people are talking about paying, 
which is a very positive thing, but 
[also] discussing the quality of 
the service they get,” Asena says. 
“New marketing strategies and 

service models might boost the figures.”
Metin Uzelli, a veteran of the Turkish 

music industry, predicts that Turkey’s 
recorded music market will continue to 
grow at its current pace, thanks largely to a 
young population that “can reach hardware, 
that can reach connection and adapts to 
technology”. “Penetration can be increased 
via offering different services and products 
to the market appropriate to different 
segments of consumers,” Uzelli adds.

Allied to this positive digital outlook is the 
fact that physical music sales appear to be 
bottoming out in Turkey, with revenue down 
just $1.1m in 2016 to $14.1m, while film music 
has helped to drive growth in the Turkish 
music industry over the last few years. 

“The film industry has definitely been 
the champion for growth within the Turkish 
entertainment industry for the last three 
years,” Ergen says. “Due to the high 
demand for Turkish TV shows and movies 
in Turkey, South America, Middle East and 
Asia, we have seen a rise in the number of 
productions. Therefore, a lot of musicians 
turned to write music for those productions 
and almost all publishing/licensing 
agencies started to work solely with the 
production studios.”

None of this changes the fact that per-
capita music spend in Turkey remains a 
pitiful $0.76 – higher only that Russia and 
Bulgaria in the IFPI’s European rankings. 
But with the Turkish economy performing 
well – it grew 5% in the first three months of 
2017, the best performance since the third 
quarter of 2015 – a strong line up of digital 
music services and a willingness among 
younger consumers to pay for music, 
Turkey has considerable potential. :)
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Music Ally is a music business information and strategy company. We focus on the change taking place in the 
industry and provide information and insight into every aspect of the business, consumer research analysing 
the changing behaviour and trends in the industry, consultancy services to companies ranging from blue 
chip retailers and telecoms companies to start-ups; and training around methods to digitally market your 
artists and maximise the effectiveness of digital campaigns. We also work with a number of high profile music 
events around the world, from Bogota to Berlin and Brighton, bringing the industry together to have a good 
commonsense debate and get some consensus on how to move forward.

Music Ally is an 
example of perceptive 
journalism at its 
best, with unrivalled 
coverage of the 
digital music sector”

Andrew Fisher, 

CEO, Shazam 
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