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ABSTRACT,  

 

Artificial intelligence is quickly coming to revolutionize how people receive entertainment, and 

moreover how they work. Understanding how this will influence market dynamics and the future 

of innovation processes is important to both regulators and workers alike. This paper dives into 

the legal efforts which the European Union has implemented to combat misuse of both AI and 

data, such as the AI Act as well as the General Data Protection Regulation. Then the paper takes a 

closer look into how this will affect the current structure of the music sector, utilizing theoretical 

frameworks such as Schumpeter’s Mark I and II. This study takes a quantitative approach, 

utilizing both a thematic content analysis for the legal documentation and an empirical case study 

which includes a discussion of a future scenario as a forecast method. Together, this study 

investigates how the policy discourse on Artificial Intelligence provides benefits and risks to the 

structural ecosystem of the music sector. 
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1. INTRODUCTION 

1.1 Context 
Artificial Intelligence, also known as AI, is the future of 

technological innovation in both productivity and creativity 

development. As of now, language learning models, LLMs, are 

becoming increasingly common with widely accessible 

versions such as Open AI’s ‘ChatGPT’. The models take input 

from the user, such as for example a data set, who then asks 

prompts to guide the AI into providing meaningful output 

according to the user’s explicit constraints. Due to the versatile 

applicability of AI and other models, it can come to play a vital 

role in the digitization of processes. To analyze the kinds of 

impacts which AI can yield on distinct aspects of the world and 

society, this study adopts a perspective which examines the 

pillars of the Triple Bottom Line: the impact had on people, the 

effects on the planet and environment, as well as the shifts in 

profit and monetary distribution. In this paper, the topic is 

narrowed down to the profit dimension, which will be used to 

investigate the primary focus of this study which is how 

artificial intelligence generates both economic risks and 

opportunities. AI’s risks and opportunities in the 

macroeconomic sector have not been fully understood as of yet, 

but the market predicts soon these effects will take place and 

reshape the industry as we know it; This research will be 

conducted to explore this exact topic, and view how the 

integration of AI systems, in accordance to the development of 

related regulatory efforts, will look like and how they will come 

to promote economic change. 

1.2 Literature Review 
Currently the European Union sits at the industry 4.0, which 

refers to the digitalization of economic processes with more 

“efficient production technologies”, which already aims to 

reduce the concentration of processes which require humans to 

fulfill certain tasks. The European Commission has already 

designed an industrial design concept which mitigates the 

economic effects on the value of human contribution to include 

more human-centric, ecological, and resilient aspects. 

However, with the development of AI, then economic concerns 

related to job availability and technological trust arise as 

Europe shifts into industry 5.0; further developments and 

integration of human-machine systems to better efficiency and 

productivity (Saniuk et al., 2024). 

To mitigate the risks and impacts affiliated with the 

development of the technology, the European Union has 

created the EU AI act to quantify tech risk and provide guidance 

(Union, E, 2024). In addition to what the governments have 

been trying to accomplish, there are currently some discussions 

on the rise within the music industry surrounding the 

capabilities that AI could bring to the arts, and whether it will 

be working alongside the artists or against them. The topic is 

becoming more mainstream, and well-known, being talked 

about in places such as Forbes and Time Magazines; certain 

aspects of the music industry such as live performances are not 

necessarily under threat yet, but the issue arises that “AI-

generated music can be indistinguishable from human-created 

music” (Henkin, 2024). Over 200 artists have already began a 

discussion surrounding AI’s capabilities alongside the lack of 

copyright protection related to the possibility of using current 

music as training data for future musician replacement (DeVon, 

2024). Moreover, how AI gets integrated into society, and more 

specifically the music sector of the EU, can have a significant 

impact on the existing regime of industrial dynamics such as 

how value is generated and where the primary processes of 

change are being led from. 

While this does indicate that the European Union is investing 

significantly into the web and AI, it is the case that the United 

States happens to hold all of the most powerful AI models in 

the world; Germany’s Siemens ranked 16th in the world in 

regard to the amount of AI patents granted. As there is a need 

for training data to develop the model, the value that is 

attainable from the language learning model is strongly 

correlated with both data collection and centralization (Franco 

et al., 2022); this indicates that companies such as Google, 

Amazon, and Microsoft currently have the upper hand when it 

comes to getting the most out of the tech. Europe still relies 

heavily on outsourced cloud services as it has not developed its 

own infrastructure sufficiently and those also happen to be 

primarily American, so there is a high dependency on external 

sources. 

1.3 Research Goal: 
The goal of this research is to explore and analyze the European 

Union’s policies regarding the use of AI and gather an 

understanding of both the risks and opportunities that it can 

bring to the music industry. The primary aim of the study is to 

analyze the economic impacts that policies and regulations 

have on the development of AI.  It seems to be the consensus 

that “AI excels at handling large amounts of data”, which can 

be beneficial due to the increasing complexity of the incumbent 

systems; however, it is not so good when it comes to “Jazz and 

similarly complex genres” (IFIP Advances in Information and 

Communication Technology, 2021). This is then brings into 

question how much any kind of machine learning could 

compete and synergize with humanity in production, and 

ultimately the extent to which the artistic world and 

surrounding sectors would be molded by the integration of AI 

technology into existing processes. Furthermore, the policies 

that are currently in use heavily regulate what can be done with 

AI and even more so where and how, alongside consequences 

and punishments for misuse, which generates a significant 

impact in what the maximum potential for its use is. 

1.4 Research Questions: 
1) What are the economic risks and opportunities associated 

with applied AI, and how are they addressed in the 

European Union’s policy and regulation discourse? 

2) To what extent do these regulations enable or restrict AI’s 

effects on economic growth and reshape the industrial 

concentration and structural ecosystem of the music 

sector?  

1.5 Relevance: 
Delving into the AI Act, it is the first attempt at trying to 

regulate the use of the technology. This has created a guideline 

for the risks and opportunities affiliated with integrating AI into 

different aspects of life and quantified so; with the risk level, 

then there are restrictions imposed on certain uses that can 

range from being fully acceptable, limited, or prohibited. An 

example of a high-risk development is utilizing it to further the 

possibilities associated with biometrics as it is considered 

sensitive data. Even then the ability to do so is possible, but a 

governing body will have to firstly allow its use, and then 

heavily monitor its creation and hence the agency producing it. 

Furthermore, there is an extensive list of requirements for the 

development and end-product such as on the transparency 

related to use, which can look like a disclaimer telling a client 

that they are using a chat service with an AI assistant. Lastly, 

and considerably one of the more impressive aspects of this act, 

the EU designed the regulations in such as way that it adapts to 

the future developments through adaptable rules and placing an 



emphasis on developers’ quality and risk management 

capabilities (AI Act, 2024).  

The research question looks to answer what kinds of economic 

changes the music industry will experience due to the 

progression of AI development and how policy creation and 

discussion leads to further changes in the regime. The music 

industry is full of both individual musicians and sound 

engineering companies that try to maximize the monetary value 

of each composition while having to adhere to legal and 

regulatory constrains such as Intellectual Property Rights and 

Copyright. Because of the effect that AI can have on both the 

creative development of compositions and the industrial 

concentration of musicians, the future economic performance 

of the music industry greatly depends on the restrictions and 

guidelines provided by government agencies regarding the use 

and application of AI technologies.  

This is a subscription-based service, founded and 

headquartered in Stockholm, that currently provides this 

service to over 602 million users while having 236 million that 

are currently subscribed (Spotify, 2024). Better yet, this 

company uses AI technology already in their service which is 

present in their ‘DJ’ innovation; Spotify uses an AI DJ which 

analyzes people’s listening trends and creates personalized 

playlists for every user (Spotify, 2023). The software is capable 

of personalizing playlists based on factors such as genre, artist, 

and mood; moreover, they have created a dynamic and highly 

integrable voice for the AI DJ, which was developed in order to 

provide the most realistic voice possible when it reads text for 

the user. Overall, the European music industry is not only 

successful, prominent, and innovative, but also has widespread 

international outreach. As well, AI has already begun its 

integration process into the music industry. 

Based on the information retrieved it seems likely that AI 

technologies will continue to be relatively centralized, 

providing mainly added value to already existing services, as 

those are the only actors that have the resources to develop and 

maintain the software. However, as the technology is already in 

use, the ability for it to spread in the market is also high as there 

is wide access to services such as ChatGPT and DALL-E, 

which is also still getting more popular on top of the fact that 

the quality of their output has, and will continue, to improve 

significantly over the next few decades. In the following, 

theory, section some main analytic concepts will be provided 

that explore these two possible scenarios of AI centralization 

and functional utilization.  

2. THEORETICAL FRAMEWORK 

2.1 Administrative and Managerial theories 
The first theory is one taken from administrative frameworks 

created for understanding and modeling different industries. 

Here it will be applied to do exactly that for the regulatory and 

creative regimes.  

2.11 Socio-Technical Configuration (Geels & Schot, 2007) – 

landscape, regime, niches (Heiberg et al., 2022). The reason for 

this framework is for conceptual understanding and explanation 

of the environment of this research. The landscape is the macro-

environment in which the company, and its stakeholders, reside 

in. The regime is the set of regulations and strategies which are 

currently in use to mitigate issues present in the landscape. 

Lastly, niches are the kinds of innovations that spring up mostly 

from start-ups or similar small-scale projects which compete 

with the incumbents to alter the regime. This theory also 

provides a good understanding of how a regime can change 

according to shifts within the landscape, and how niches can 

either overtake systems or succumb to them. This framework 

will be primarily used to understand the relationship between 

the industrial and regulatory regimes on the meso-level, with 

some understanding of what is happening in both the macro and 

micro levels. 

2.2 Macroeconomic theories 
To understand the economic implications of AI technology 

applications on and by the regime, macroeconomic theories 

surrounding productivity and concentration can be applied to 

analyze economic shifts and outcomes instigated by the policy 

and regulatory discourse as well as the organizational actors 

(BRYNJOLFSSON & UNGER, 2023).  

2.21 Productivity Growth: 

2.211   Low-productivity  

The integration of the technology may turn out to be rather 

scarce, and due to this the use of AI may be limited to firm or 

task-specific activities. As well, the possibility of this 

technology not being developed to the set expectations is 

present in this perspective. May also be linked with 

governmental or regulatory issues. 

2.212   High-productivity 

Unlike the perspective above, here AI would have been adopted 

in mass by various industries and would overtake on a lot of 

current professional duties. Moreover, in this perspective the 

technology will compliment human efforts, increasing 

productivity and the amount of work humans do that is 

considered creative or novel.  

2.22 Industrial Concentration: 

2.221   Lower-concentration 

Under this perspective, the concept of open-source AI models 

is commonplace and allows for the resource to be widely 

accessible and utilized. One of the main effects this would have 

would be the significant increase in number of innovations 

coming out. In the way that the technology has been developed, 

it currently stands as proof of this that AI simply functions 

better when it is given the chance to perform the same task 

multiple times for various users and use the learning from it to 

then fine tune itself with every iteration. 

2.222   Higher-concentration 

Opposing to the above paragraph, this perspective seeks to 

explain the scenario in which larger firms, such as Microsoft, 

are the only firms that utilize AI in their core business – this 

yields both the privatization of the technology as well as more 

centralization of wealth and innovation. Furthermore, it is also 

possible that the costs of operating the AI will become too 

expensive, and that it will also only benefit companies that have 

large client bases and complex processes.  

2.23 Schumpeter Mark I and II 
To then analyze these in the context of possible outcomes the 

effect that policies have in shaping the regime, another theory 

from macroeconomics will be utilized – Schumpeter Mark I 

and Mark II – which looks at two perspectives of how change 

in markets happen. In Mark I, Schumpeter argues that the 

creation of new markets is “the driving force of the economic 

cycle”, which is to say that the market entry level is easy to 

attain for new firms. Inversely, in Mark 2 he argues that only 

larger firms have “sufficient financial resources” and hence are 

the only actors who can afford to accumulate creativity. In the 

context of this research, Mark I can be used to analyze the 

policy and regulatory effects yielding a lower industrial 



concentration and high productivity scenario; Instead of the 

Mark II however, the theory of intellectual monopolies, which 

is a development of the Mark II, will be utilized to analyze the 

scenario in which there is high concentration and low 

productivity. In the Mark I the smaller actors lead the industrial 

changes which indicates that how AI gets adopted and used will 

be decided primarily by the individual, whilst in the Mark II big 

incumbents like record labels and the tech industry will make it 

for everyone else; productivity and industrial concentration are 

highly decided by who initiates the change initiative. 

3. METHODOLOGY 

3.1 Research Design 
This study is designed with an empirical qualitative approach. 

Data for this research is primarily retrieved from document, 

policy and regulation, analysis. To collect this data, the EU AI 

act and other relevant AI and data regulating policies will be 

utilized to create and then analyze a case study based on 

findings. This will include all relevant aspects of the policy 

discourse that bring forth effects on industrial concentration 

and productivity, with a focus on understanding whether that 

incentivizes Schumpeter’s Mark I or II through changes in the 

regime. This will then be utilized to investigate the music sector 

in Europe, to grasp the different risks and opportunities that AI 

technologies bring regarding the theoretical framework.   

3.2 Data Collection and Analysis: 
As mentioned, the data collection will be done by performing a 

document analysis on the regulatory documents which seek to 

regulate the use of development of Artificial Intelligence, to 

find out if that has an impact on the ability of the technology to 

be integrated into regime processes. These policy documents 

will be acquired from sources of regulatory bodies, such as 

from the public database of the European Commission. The 

documents that will be utilized are the following: EU Artificial 

Intelligence Act, Data Governance Act, The Charter of 

Fundamental Rights in the Context of Artificial Intelligence 

and Digital Change, and the General Data Protection 

Regulation. These documents were specifically chosen due to 

being regulations that directly address the use and processing 

of data, while shaping and having a direct impact on the EU’s 

internal market; moreover, two of these documents, the AI Act 

and the Charter of Fundamental Rights, regulate the creation 

and use of AI.  Then, an analysis will be carried out which 

utilizes key words and relevant ideas to retrieve data faster, data 

mining, from the very long documentation. Some keywords 

which will be used to data mine are Economy, Economic, 

Right(s), Copyright, Creative, etc…; all these related to the 

research goal of this thesis, and hence will help to swift through 

the documents in a more efficient manner. The relevant 

passages will then be copied onto an excel file, which will 

include all the data in a table which illustrates the keywords 

utilized, the themes and subthemes and the document which the 

articles pertain to. Once all the passages are accounted for, then 

they will be categorized under different themes which helps to 

sort the data and discuss the types of findings and their 

respective effects. The themes are extracted from the research 

goal and inclusion criteria for the documentation, focusing 

primarily on economic outcomes and data processing. 

Furthermore there will be subthemes, which are primarily 

focusing on augmenting the value of the themes by tying them 

to a direct theoretic concept for analysis; this includes 

differentiating between Schumpeter Mark I and Mark II, and 

how it links with other subthemes such as Higher or Lower 

Industrial Concentration. Then an interpretation of the findings 

will be carried out which analyzes the overarching ideas 

stemming from the data collection phase, creating conclusions 

on how the policy discourse is ultimately incentivizing a 

particular economic outcome. Due to the lack of available 

academic literature on this topic, this study will not delve into 

the works of other researchers as thoroughly as with policies 

but will use the literature of the theoretical frameworks to then 

analyze the impact that the policies have by creating future 

scenarios, a foresight approach, based on dimensions such as 

economic and regulatory outcome. This research will be 

formatted into a mini empirical case study, which maps out the 

different findings from the documentation, and connects them 

with an assessment of risk and opportunities according to the 

guidelines provided in the theoretical framework section of this 

paper. 

Furthermore, then data related to the music sector will be 

gathered primarily by desk research of interviews and other 

relevant literature regarding market dynamics, regime 

infrastructure and actors, as well the application of AI related 

to the internal processes. The interviews will be retrieved from 

online sources such as YouTube from official and reliable 

publishers such as music labels, artist spotlight interviews by 

music distribution companies, and news reports. The inclusion 

criteria are that the published video must be from a reliable 

source, directly addresses AI applicability, and discusses the 

impact on the music production and distribution process.  The 

policy documentation findings will then be utilized to pinpoint 

the different aspects, processes, of the industry that would be 

impacted, and then create scenarios in which the effects and 

interdependencies are explained and analyzed. In this part, a 

discussion of the likelihood of either a Mark I or Mark II reality 

is discussed in depth, focusing on the policies which incentivize 

or hinder the ability of Artificial Intelligence to be integrated 

into the market in a decentralized manner, adding to the 

analysis section which only discusses the documentation, and 

which makes work-machine processes more efficient and 

productive. Then a focus on the music production market will 

be done, as they have a high risk and opportunity range when it 

comes to the applicability of AI which will also include a focus 

on National AI regulations and policies which will be analyzed 

in the same matter, content and thematic approach, as the EU 

AI act. 

4. RESULTS AND DISCUSSION 

4.1 Findings 
This section will detail what was obtained from the data 

collection phase, including the different documents and what 

information was retrieved from them that relates to the research 

questions posed in this paper. 

4.11 EU AI Act: 
This document was the primary source of most of the findings 

relating to this research, and as well it is the most recent, 

coming out in 2024, which used the other documents in this 

paper as foundations for regulation and policy creation. The Act 

addresses the risks of AI, more specifically how it can harm 

people, impose on their fundamental rights, and ultimately 

hinder innovation and the circulation of the economy. The way 

in which the regulation seeks to define harm is as “material or 

immaterial, including physical, psychological societal or 

economic” and further describes economic impact as 

“divergencies hampering the free circulation, innovation, 

deployment and the uptake of AI systems and related products 

and services within the internal market”; Furthermore, this act 



seeks to provide a better understanding of the benefits and risks 

related to the use of such technologies. 

Through the utilization of high-quality data to train the specific 

AI models to optimize the solutions it can provide, this act 

wishes to promote socially beneficial outcomes in the various 

sectors of the economy. For this to be achievable, there is a 

strong emphasis on not only having high-quality data but also 

widespread, easily acquirable, access to such datasets. 

Simultaneously, this act places a strong significance on that 

these data sets must adhere to regulations regarding 

“intellectual property rights or trade secrets”; The way in which 

this will be monitored is by assigning the role of ‘deployer’ to 

some individuals who will be responsible for ensuring the AI 

systems are in accordance with the necessary legal obligations. 

While this is primarily to mitigate the risks of high-risk AI 

systems, that pose risks to for example health and safety among 

others, the monitoring is extended to general-purpose models, 

such as for text or audio generation, due to such risks as 

copyright infringement. For these, “text and data mining 

techniques may be used extensively in this context”, however, 

“any use of copyright protected content requires the 

authorisation of the rightsholder concerned” unless the content 

is being utilized in a scientific context. The intent behind this 

regulation is to “ensure a level playing field among providers” 

of these models where this acts as prevention of any gaining of 

a “competitive advantage”. Moreover, if the general-purpose 

model produces any kids of “deep fakes” then transparency and 

disclosure of manipulation is a requirement; This, however, 

does not impede the creative and artistic sectors of freedom of 

expression. 

Another important aspect of this act is the leeway it attempts to 

provide to SMEs, not only to be equal but also to not suffer the 

same consequences provided to bigger players. The penalties 

for infringements of this regulation are supposed to be 

“effective, proportionate and dissuasive” while considering 

SME’s “economic viability”. There is pressure by the EU on 

the European countries to “support and promote research and 

development of AI solutions”, and the way in which this will 

occur is by increasing competitiveness and growth in the 

internal markets; It’s called multi-stakeholder governance, and 

the hopes are that it will yield fair treatment of all relevant 

players in the market. AI regulatory sandboxes will also be 

created, a space where all types of researchers, such as SMEs 

and start-ups but also like research labs and innovators, will be 

able to go and experiment with AI under regulatory scrutiny.  

 

Table 1. EU AI Act findings 

Themes and Subthemes Article 

Economic Goals – 

Schumpeter Mark I, Higher 

Productivity 

“To achieve that objective, 

rules regulating the placing 

on the market, the putting 

into service and the use of 

certain AI systems should be 

laid down, thus ensuring the 

smooth functioning of the 

internal market and 

allowing those systems to 

benefit from the principle of 

free movement of goods and 

services. Those rules should 

be clear and robust in 

protecting fundamental 

rights, supportive of new 

innovative solutions, 

enabling a European 

ecosystem of public and 

private actors creating AI 

systems in line with Union 

values and unlocking the 

potential of the digital 

transformation across all 

regions of the Union.” 

Data Use Regulations – 

Schumpeter Mark II, Higher 

Industrial Concentration 

“To achieve that objective, 

rules regulating the placing 

on the market, the putting 

into service and the use of 

certain AI systems should be 

laid down, thus ensuring the 

smooth functioning of the 

internal market and 

allowing those systems to 

benefit from the principle of 

free movement of goods and 

services. Those rules should 

be clear and robust in 

protecting fundamental 

rights, supportive of new 

innovative solutions, 

enabling a European 

ecosystem of public and 

private actors creating AI 

systems in line with Union 

values and unlocking the 

potential of the digital 

transformation across all 

regions of the Union.” 

Procedural Standards – 

Schumpeter Mark II, For 

Intellectual Monopolies 

“The right to privacy and to 

protection of personal data 

must be guaranteed 

throughout the entire 

lifecycle of the AI system. 

In this regard, the principles 

of data minimisation and 

data protection by design 

and by default, as set out in 

Union data protection law, 

are applicable when 

personal data are processed. 

Measures taken by 

providers to ensure 

compliance with those 

principles may include not 

only anonymisation and 

encryption, but also the use 

of technology that permits 

algorithms to be brought to 

the data and allows training 

of AI systems without the 

transmission between 

parties or copying of the raw 

or structured data 

themselves, without 

prejudice to the 

requirements on data 

governance provided for in 

this Regulation.” 



Monitoring – Schumpeter 

Mark II, Higher Industrial 

Concentration 

“Furthermore, deployers 

should ensure that the 

persons assigned to 

implement the instructions 

for use and human oversight 

as set out in this Regulation 

have the necessary 

competence, in particular an 

adequate level of AI 

literacy, training and 

authority to properly fulfil 

those tasks.” 

Monitoring – Schumpeter 

Mark I, Against Intellectual 

Monopolies 

“The penalties provided for 

shall be effective, 

proportionate and 

dissuasive. They shall take 

into account the interests of 

SMEs, including start-ups, 

and their economic 

viability.” 

Innovation/R&D Promotion 

– Schumpeter Mark I, 

Lower Industrial 

Concentration, Higher 

Productivity 

“Member States shall 

provide SMEs, including 

start-ups, having a 

registered office or a branch 

in the Union, with priority 

access to the AI regulatory 

sandboxes provided that 

they fulfil the eligibility 

conditions and selection 

criteria and without 

precluding other providers 

and prospective providers to 

access the sandboxes 

provided the same 

conditions and criteria are 

fulfilled.” 

Risks – Transformation 

Transition 

“General-purpose AI 

models could pose systemic 

risks which include, but are 

not limited to, any actual or 

reasonably foreseeable 

negative effects in relation 

to major accidents, 

disruptions of critical 

sectors and serious 

consequences to public 

health and safety; any actual 

or reasonably foreseeable 

negative effects on 

democratic processes, 

public and economic 

security; the dissemination 

of illegal, false, or 

discriminatory content” 

 

4.12 Data Governance Act: 
This document could be considered as a precursor to the AI act, 

coming out on the 30th of May 2022 and seeking to provide 

tighter data regulations. It also mentions the importance of 

enabling SMEs, through “data access neutrality and data 

portability and interoperability”; Also promoting data access to 

SMEs and start-ups to ensure that it does not restrict 

competition or internal market operability by providing fair 

access. It seeks to create data-driven ecosystems which are 

“independent from any player with a significant degree of 

market power” which allows for easier access into the economy 

regardless of company size and financial capability. The 

European Data Innovation Board, responsible for making this 

ecosystem function, will also include stakeholders from various 

sectors, which represent all relevant industries to acquire as 

much expertise as possible and further instill just treatment; 

Additionally, this act also seeks to provide competition in the 

economy on the premises of “quality of services” rather than 

the amount of data controlled. The primary goal of this 

regulation is to strive for data altruism, by shaping the 

European economy according to all relevant, data utilizing, 

sectors.    

Table 2. Data Governance Act findings 

Themes and Subthemes Article 

Economic Goals – 

Schumpeter Mark I, Lower 

Industrial Concentration 

“The data economy has to be 

built in a way that enables 

undertakings, in particular 

micro, small and medium-

sized enterprises (SMEs), as 

defined in the Annex to 

Commission 

Recommendation 

2003/361/EC (3), and start-

ups to thrive, ensuring data 

access neutrality and data 

portability and 

interoperability, and 

avoiding lock-in effects. 

Innovation/R&D Promotion 

– Schumpeter Mark II, 

Higher Industrial 

Concentration, Higher 

Productivity 

“Public sector bodies should 

be able to charge fees for the 

re-use of data but should 

also be able to allow re-use 

at a discounted fee or free of 

charge, for example for 

certain categories of re-use 

such as non-commercial re-

use for scientific research 

purposes, or re-use by SMEs 

and start-ups…” 

Monitoring – Schumpeter 

Mark I, Lower Industrial 

Concentration, Against 

Intellectual Monopolies 

“Specialised data 

intermediation services that 

are independent from data 

subjects, data holders and 

data users could have a 

facilitating role in the 

emergence of new data-

driven ecosystems 

independent from any 

player with a significant 

degree of market power, 

while allowing non-

discriminatory access to the 

data economy for 

undertakings of all sizes, in 

particular SMEs and start-

ups with limited financial, 

legal or administrative 

means.” 

Economic Goals – 

Schumpeter Mark II, Higher 

Industrial Concentration, 

“Where there is a level 

playing field in the data 

economy, undertakings 

compete on quality of 



Against Intellectual 

Monopolies 

services, and not on the 

amount of data they control. 

For the purposes of the 

design, creation and 

maintenance of the level 

playing field in the data 

economy, sound governance 

is needed in which relevant 

stakeholders of a common 

European data space need to 

participate and be 

represented.” 

 

4.13 Charter for Fundamental Rights: 
The Charter came out on the 21st of October 2020, and was a 

significant step which the EU took to ensure that the rights of 

the people would be upheld through the times of digital change 

and the integration of Artificial Intelligence models into 

society. A requirement for data protection and privacy is pushed 

for in this charter, mainly adhering to the principles presented 

in the General Data Protection Regulation. Similarly to the 

other acts, legal remedies that defend these values are regarded 

as of utmost importance; The commission views it as important 

that a truly “digital single market” is created to be able to 

protect the values of the charter and other relevant regulation, 

furthermore, to develop the EU’s digital sovereignty and ability 

to attain “sustainable growth and competitiveness”. 

Table 3. Charter of Fundamental Rights findings 

Themes and Subthemes Article 

Economic Goals – 

Schumpeter Mark II, Higher 

Productivity 

“Digital technologies, 

including AI, are essential 

for European digital 

sovereignty, security, 

innovations and economic 

development and can 

contribute significantly to 

the protection and 

promotion of fundamental 

rights and democracy and 

the rule of law. To be 

digitally sovereign, the EU 

must build a truly digital 

single market, reinforce its 

ability to define its own 

rules, to make autonomous 

technological choices, and 

to develop and deploy 

strategic digital capacities 

and infrastructure. The 

digital transition is the EU’s 

most important enabler of 

sustainable growth and 

competitiveness.” 

Procedural Standards – 

Schumpeter Mark I 

“Appropriate safeguards 

need to be in place to ensure 

that these applications are in 

conformity with data 

protection and privacy laws, 

in particular the General 

Data Protection Regulation 

(Regulation (EU) 2016/679) 

and national data protection 

laws, as well as other 

fundamental rights.” 

 

4.14 General Data Protection Regulation: 
The GDPR was published, and put into effect on the 27th of 

April 2016, and was the first data protection regulation that set 

into place guidelines for how data can be accessed and 

collected. This regulation set in stone the need for the possessor 

of an individual’s data to be required to “provide the data 

subject with direct access to his or her personal data”. However, 

as with all of these documents, there is a caveat that states that 

the revealing, or sharing, of the subjects data should not “affect 

the rights or freedoms of others, including trade secrets or 

intellectual property rights”; this specifically allows companies 

to defend the right to keep data private if they can prove that is 

poses a threat to their business. Moreover, if the sharing of any 

kind of data poses a threat to the Union’s or a Member State’s 

economic situation, the legislative subject is allowed to “restrict 

by way of a legislative measure the scope of the obligations and 

rights”, which is to say that exemptions from adherence to 

copyright law can occur in certain jurisdictions depending on 

what they deem to be the appropriate measure.  

As well like some other documents, the GDPR takes into 

account the need of “micro, small and medium-sized 

enterprises”, with “fewer than 250 employees” to be exempt 

from having to do record-keeping with regards to data usage. 

On the other hand, for enterprises which are working together, 

there is a requirement for auditability at any given moment the 

supervisory authority determines as a means of monitoring.  

Table 4. GDPR findings 

Themes and Subthemes Article 

Data Use Regulations – 

Schumpeter Mark II, Higher 

Industrial Concentration 

“Those developments 

require a strong and more 

coherent data protection 

framework in the Union, 

backed by strong 

enforcement, given the 

importance of creating the 

trust that will allow the 

digital economy to develop 

across the internal market. 

Natural persons should have 

control of their own 

personal data. Legal and 

practical certainty for 

natural persons, economic 

operators and public 

authorities should be 

enhanced.” 

Innovation/R&D Promotion 

– Schumpeter Mark I, 

Higher Productivity 

“To take account of the 

specific situation of micro, 

small and medium-sized 

enterprises, this Regulation 

includes a derogation for 

organisations with fewer 

than 250 employees with 

regard to record-keeping.” 

Economics Goals – 

Schumpeter Mark II 

“Union or Member State 

law to which the data 

controller or processor is 

subject may restrict by way 



of a legislative measure the 

scope of the obligations and 

rights provided for... other 

important objectives of 

general public interest of the 

Union or of a Member State, 

in particular an important 

economic or financial 

interest of the Union or of a 

Member State, including 

monetary, budgetary and 

taxation…” 

 

4.2 Discussion and Interpretation 
After extracting all relevant articles from the policy 

documentation, a thematic analysis was carried out. The first 

theme is ‘economic goals’, which entails the articles which 

refer to the aims which the commission, and the Member States, 

wish to achieve with said policy. The second is ‘data use 

regulations’, which are the articles that explicitly discuss how 

data should be acquired, processed, and used in practice. Then 

‘Innovation and R&D promotion’, which are the aims and 

regulations relating to development of both the AI technologies 

and the entrepreneurial sectors. Moreover there is ‘monitoring’, 

which is how the EU plans to keep an eye on the players and 

ensure compliance with the proposed legislation. Also 

‘procedural standards’, explicit methods, and practical 

standards, on how players need to handle data such as for 

example sharing access. Lastly there is ‘risks’, which are the 

articles that explicitly discuss the risks related to the 

deployment of AI technologies on various aspects of both 

professional and daily life. Sub-themes related to the theoretical 

framework of this study were then utilized to augment the 

relevance of the themes, while connecting them directly to the 

answering of the research questions. These include: 

Schumpeter Mark I or II, Higher/Lower Industrial 

Concentration, Higher/Lower Productivity, Against/For 

Intellectual Monopolies; Furthermore, subthemes related to the 

socio-technical configuration were Transformation, 

Technological Substitution, Reconfiguration and De-alignment 

and Re-alignment Transition pathways. While it there are 

interdependencies between subthemes, such as Schumpeter 

Mark 2 and Lower Industrial Productivity, there are exceptions 

present, found during the data collection phase, which 

demonstrated that policy instruments may advocate for two 

opposing subthemes simultaneously.  

Figure 1. Interdependencies between economic theories 

 

Although the regulations put an emphasis on a circular 

economy, it is notable that there are several clauses that 

particularly aid in a Schumpeter Mark II outcome. This can be 

seen through procedural standards such as compliance with 

“anonymization and encryption” and overall “data 

governance”, as they require the ability to do which entails a 

sustainable financial standing and resources. Deployers are a 

type of these resources which are a monitoring requirement that 

is easier for larger firms to acquire and manage. In general, the 

regulation has a lot of articles that seek to lower the barriers 

between SMEs and access to high-quality data but it still is 

highly centralized within the firms who are able to generate and 

process the datasets; Unless an SME is doing scientific 

research, their general-purpose model cannot include 

copyrighted material while a bigger firm would simply buy off 

those rights to improve their model. As well, there is a strong 

emphasis on protection of intellectual property rights and trade 

secrets which can mean that the best models, with the best 

predictions and overall capabilities, are still going to be limited 

to the few with the resources to acquire creativity. This also 

significantly increases the possibility of a higher industrial 

concentration outcome, as it is highly interlinked with the 

Schumpeter Mark II, as one of the primary goals of this 

regulation is to promote innovation and R&D and if the 

capabilities are limited to a few firms that can then they will 

ultimately receive the majority of the attention by the Member 

States; There is incentivization from the commission for 

individual states to augment this policy through their own 

legislative additions, which can provide more leeway for 

lobbying and self-interest in regards to economic performance. 

Additionally, these regulations look to foster market growth 

and competition are usually connected with either 

transformational or re-configurational socio-technical 

transitions which are primarily acted on by the existing regime 

actors. This can be seen through open-source license models, 

where these innovations can quickly be integrated into existing, 

more complex, models that are owned by larger firms while 

leaving the original creator with the outdated, less capable, 

technology.  

In terms of pro Schumpeter Mark I, the most significant aspect 

of these regulations is the innovation sandboxes which allow 

for all kinds of entrepreneurs to explore radical technologies 

without requiring all of the additional resources to mitigate 

legal and procedural obligations. Likewise, the proportional 

requirements and legal remedies do substantially help SMEs 

and Start-ups to stay afloat regardless of what complications 

they may face. The documents also seems to limit technological 

productivity very little, usually promoting the safe use of AI as 

much as possible. In this regard, the use of discounted fees for 

data re-use helps SMEs and Start-ups be able to acquire 

relevant data that they can utilize to improve their own 

capabilities. Lastly, while a double-edged sword, the 

committees being representative of multiple stakeholder groups 

can also greatly aid in better policy creation in the future by 

allowing a more correct analysis of market needs instead of just 

those of incumbents; This can greatly reduce intellectual 

monopolies and foster fair access amongst the different 

competitors.   

5. EMPIRICAL MINI CASE STUDY 
For the case study two videos were selected from YouTube, one 

by the news agency CNBC reporting on the impact of AI on the 

music sector, and another by famous musician and music 

producer Rick Beato discussing how the technology will with 

one swift sweep undercut human power in the songwriting 



market. In this case study, the videos will be analyzed in 

relation to the macroeconomic and administrative theoretical 

framework, while providing possible future scenarios that may 

play out.  

5.1 “AI Impact: How AI is transforming the 

music industry” 

5.11 Dissection of the video: 
There is a common understanding now amongst the actors of 

the music sector that Artificial Intelligence is going to 

drastically disrupt their future, and everyone is wondering how 

they can beat the curb and come out ahead (CNBC Television, 

2024). Google has began experimenting with AI music through 

a project called the “YouTube Dream Track” tool, which 

collaborates with big names such as Universal Studios; This is 

done primarily for two reasons, to adhere to copyright law and 

provide profit to both them and the artists. This is being 

implemented into “YouTube Shorts”, as a means of competition 

with TikTok, which will allow for content creators to compose 

unique, AI generated, songs with the voices of real artists such 

as Demi Lovato and John Legend inter alia. The Chief Digital 

Officer of Universal Studios seeks to drive innovation rather 

than attempt to hinder it, to find the opportunities it holds and 

ultimately come out in front of this disruptive avalanche. While 

these technologies are still in the making, being tested by a few 

select individual influencers whom YouTube has provided the 

access to, the goal is for the accessibility and usability of these 

tools to be widespread; This also provides artists a chance to 

live on through people’s individual creativity while allowing 

for them to set guidelines on the kind of content their name and 

voices can be affiliated with. The chance for smaller artists to 

make it big will also be diminished, promoting big names and 

allowing people to indulge in more content of the incumbents 

while not shining lights on new creative content from artists not 

signed with the record labels partaking in these general-use 

generative AI tools.  

5.12 Theoretical Interpretation: 
This analysis of the AI impact takes an approach that strongly 

correlates with a Schumpeter Mark II, Higher Industrial 

Concentration, and Lower Productivity scenario. This report 

indicates that the current leading tech companies, which are 

developing general-purpose AI models for public use, will hold 

most, if not all, of the power in the music sector; They will own 

all of the necessary rights required to produce high quality 

output for its users, while receiving all of the revenue streams 

which can be re-invested into their own research and 

development. This will yield a reduction in new market 

entrants, as the average customer will keep listening to the same 

style of artists through customized generations. This begs the 

question; would people get tired of rehashing the same old 

artists and procure new ones?  

With the versatility of AI, and its highly anticipated integration, 

it seems likely that in a decade this could indeed become a 

reality. As companies are already divesting funds into these 

models, it would also be safe to assume that there are multiple 

of such collaborations, by more companies than just Google, 

already in the works and set for launch in the coming years. 

Furthermore, the policy instruments, such as innovation 

sandboxes, still promote this scenario; Innovators cannot 

circumvent Union copyright law, and what is more is that 

Member States will still opt for a more economical growth 

focused market structure as is permitted by the General Data 

Protection Regulation.  

5.2 “I Told You This Was Going To Happen” 

5.21 Dissection of the video: 
Rick Beato commences the video by playing two songs, starting 

with a piece by Jacob Collier then an AI generated country rock 

track; Both tracks sound to have the same amount of 

processing, meaning both are of high production quality. 

Moreover, there is lack of distinguishable aspects between them 

that allows the listener to indicate that one is AI. Rick goes on 

to say that the AI track also sounds better than some of the 

tracks that he listens on Spotify for his audience also on 

YouTube (Rick Beato, 2024). However, his son with perfect-

pitch, a phenomenon where individuals who learn to play an 

instrument during early childhood are able to identify pitches 

and assign them as a note of the 12-tone temperamental scale, 

easily identified the track as being AI generated. This, however, 

pertained to the fact that the voice in comparison sounded like 

it had an artificial “echo” to it. This was put to the test by Beato 

when his son and his friends listened to ten tracks, five AI and 

five composed, and only his son was able to correctly identify 

which tracks were AI generated. His wife, who does not have 

perfect-pitch, was also instantaneously able to identify which 

tracks were AI; It seems to be that some individuals can hear 

the difference and for those it is off-putting. The tool that is 

being utilized to make all of the songs shown in this video is 

called “Udio”, and it can produce anything from metal to 

cinematic scores; The AI can take any artist’s style, such as 

Ennio Morricone, and produce something that has never been 

created all the while preserving the essence of the original 

creator’s ingenuity. Rick, much like the CNBC journalists, feel 

as though the future that we are headed into will have customers 

bypass the composer to produce pieces for themselves, 

providing only revenue streams to the incumbent companies. 

That is also a question, as where the revenue streams go does 

not have to be to the labels any more than it could be to the AI 

companies, or simply no one profits and the economic structure 

of the music sector collapses. More likely than not too is that 

the production quality will also increase, ultimately rendering 

people such as his son unable to distinguish AI from human 

made. This will also allow people to create fully customized 

playlists, taking artists and styles that they gravitate towards 

and producing a limitless number of tracks which fit those 

parameters.   

5.22 Theoretical Interpretation: 
Currently the ability to produce music utilizing AI tools is a 

reality and is considerably one of a higher productivity; It 

primarily helps artists to produce music and generate ideas, but 

ultimately complementing human effort. In the future it seems 

to be the inverse reality, where the efforts of yesterday’s artists 

will be utilized in their name to generate music for, all the while 

financially compensating, someone else. The technology has 

already developed to a substantial extent, and has in a rather 

short period of time since its introduction, and can be expected 

to sweep the market in the recent future. This would also yield 

a Schumpeter Mark II, Higher Industrial Concentration 

outcome as it would ultimately be the products of the AI 

companies and not belonging to any artist. Will this yield any 

effects on the concept of copyright law, such as intellectual 

property rights for AI tracks that an individual generates for 

themselves? 



While it seems that we are not there yet as a society, one day 

this technology is almost guaranteed, unless some events 

reshape humanity’s views on developing AI, to overtake the 

role of musicians in the process of music making, and people 

will prefer it over human compositions. Most innovations and 

socio-technical reconfigurations appear that they will be 

instigated by the regime actors, somewhere between 

Transformation and Reconfiguration transition pathways. 

6. CONCLUSION AND EVALUATION 

6.1 Conclusion 
This paper was created with the intention of looking at how 

Artificial Intelligence was being regulated within the EU 

through the policy discourse, “What are the economic risks and 

opportunities associated with applied AI, and how are they 

addressed in the European Union’s policy and regulation 

discourse?”, and then narrowing it down to extend the scope to 

the impact it would have on the music sector, “To what extent 

do these regulations enable or restrict AI’s effects on economic 

growth and reshape the industrial concentration and structural 

ecosystem of the music sector?”. 

Through a thematic analysis of the regulatory documentation, 

and a case study which gauged the consensus on the future of 

AI, a deeper understanding of the economic effects that the 

creation of general-purpose AI models are to have on the music 

sector’s processes and outcomes was obtained. 

6.2 Evaluation 
Although an analysis of the European Union’s Artificial 

Intelligence Act, inter alia, was a good means of understanding 

the policy discourse, it was limited due to the international 

outreach that music has. It would be beneficial to further enrich 

this endeavor by contributing the policy discourse of other 

countries such as for example The United States, where a great 

deal of top-chart music gets produced, and as well where many 

the world’s incumbent tech giants lie headquartered.  

Another point which should be made is that while the economic 

impacts can be regarded as of utmost relevance, a solid 

understanding of other pillars such as demographic and 

psychological would contribute a fair amount to making this 

study more inclusive and thorough. A deeper understanding of 

how people opinionate on the matter and how they are behaving 

towards it, possibly through large-scale surveys and test groups, 

would create a stronger induction of the future scenarios of AI 

integration; This could also help predict possible points of 

discussion for the European parliament, painting a better image 

of what policy instruments could come into play in coming 

years. 
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Appendix A – Table of Transition Pathways Made by Geels and Schot 

 

 

  



Appendix B – Data Collected From the Legal Documentation and Thematic Key 

 

 

 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 
 


