
Summary
Daniel Ek is co-founder and CEO of the online music service Spotify. The Anglo-Swedish company 
launched to subscribers in 2008, and by 2011 had some 10 million registered users. It boasts former 
Facebook president Sean Parker as one of its board members. As with any internet business, it’s 
hard to put a value on Spotify, but estimates hover around the $1 billion mark, despite the fact that it’s 
not yet in profit. Among the factors behind Spotify’s rapid growth are timing, technical excellence, a 
business model that has managed to attract more than 2.5 million paying subscribers plus revenues 
from advertising, and a passion for continuous innovation and improvement.

“  It’s really important that 
you think about how we 
can move faster, how 
we can do things better, 
and not be satisfied that 
just because we did it 
in the way we used to 
do it, that we should 
continue to do it so ” lv  Daniel Ek

Co-Founder and CEO of Spotify
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“What sets Spotify 
apart as a company is 
really our ambition to 
constantly challenge 
everything we do. We’re 
never happy about the 
way we’re doing things, 
and we’re constantly 
thinking about how to do 
it even better”lvi

Timeline

2006 Daniel Ek and Martin 
Lorentzon start to 
develop Spotify

2008 Spotify launches for 
public access

2009 The service becomes 
available on the App 
Store, and launches 
on iPhone and 
Android

2010 Spotify launches 
new features, such 
as the ability to 
connect directly with 
Facebook friends

2011 US launch of Spotify

2011 Spotify introduces 
new download store 
and iPod sync

2011 A deeper integration 
with Facebook is 
launched

2011 Spotify launches 
Spotify Apps beta

Profile
Daniel Ek started to develop Spotify in 2006, together with fellow 
Swede Martin Lorentzon. Both had previous experience of setting 
up internet businesses but Spotify was something bigger and 
more ambitious. They wanted to change the way people listened 
to music, and to offer a legal and more convenient alternative to 
music piracy.

Ek and Lorentzon launched Spotify in 2008. They headquartered it 
in London, with the main technical team in Stockholm. The service 
gives subscribers on-demand access to a library of millions of 
tracks. The user interface is simple, and the service is entirely legal. 
There is a free version, supported by ads, and a paid-for version, for 
which subscribers pay a monthly subscription for ad-free listening 
and extra features.

Word spread quickly about Spotify. According to Wire magazine, 
Sean Parker (the Napster founder and former Facebook president, 
played by Justin Timberlake in The Social Network) told Facebook 
founder Mark Zuckerberg about it in 2009, and Zuckerberg then 
updated his Facebook page with the words “Spotify is so good”. 
It’s the kind of endorsement internet entrepreneurs the world over 
fantasize about, even if the wording is not exactly poetry.

Since its launch Spotify has had various funding rounds, the latest 
and largest one reportedly taking place in Spring 2011 and raising 
$100 million from investors including Digital Sky Technologies. 

In 2011, Spotify reached 10 million registered users, including more 
than 2.5 million paying subscribers, and it launched in the US, its 
eighth country of the 12 in which it is now available. It employs 
around 300 staff. As with all dotcoms, the value of Spotify is hard 
to define, but the Financial Times stated that the 2011 $100 million 
finance round would “put Spotify in an elite of European internet 
companies to achieve a billion-dollar valuation, in spite of still being 
loss-making”. Despite such achievements, Daniel Ek keeps a low 
media profile, focusing on product rather than his personal brand.
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Getting the timing right
Many entrepreneurs say that timing is not a factor in the success 
of their businesses. Recession, or the threat of it, can slow things 
down or even speed them up, but growth will happen anyway, if the 
proposition is good enough. They say it’s the idea and its execution, 
not the timing that leads to growth.

The story of Daniel Ek and Spotify throws doubt on that theory, 
because Spotify’s growth is very much linked to timing. Ek and 
Lorentzon developed and executed their idea for Spotify at just the 
right time.

Early adopters of online music sharing will recall the rise and fall of 
Napster, the free online music sharing service, co-founded by Sean 
Parker. Daniel Ek was a fan of Napster and learned from its demise. 
Unlike Napster, Spotify developed the idea of online music sharing 
in a form the music industry could live with – it pays record labels a 
small fee each time a record is played.

Ek then hooked into two huge social and technological trends. One 
was the rise of social networking. Spotify has flourished because 
Ek has made it all about sharing – you can send music to Spotify 
friends, and share tracks with them on Facebook, Twitter, SMS, 
email and so on. Spotify is a way to network as well as to listen to 
music.

The other was the rise of the smartphone, which meant that people 
could listen to music online while out and about, as well as at 
their computers. Those two elements, which have helped Spotify 
to grow, were entirely of the moment. With a dotcom launch, the 
right timing is essential. The emerging internet entrepreneurs of the 
2010s need a similar ability to anticipate and hook into trends.

But timing is not everything, since many other entrepreneurs have 
tried less successfully to do what Spotify does, at the same time as 
Spotify was doing it. So Ek’s lesson is to monetise effectively.

Though some observers claim that Spotify’s business model needs 
to be improved, on the grounds that the proportion of non-paying 
subscribers is still too high, the business has still managed to sign 
up over 2.5 million paying users. The US launch earlier in 2011 
should also help generate revenues.

“We’re constantly 
trying to push the 
envelope”lvi
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Another of Ek’s lessons for growth is continuously to improve and 
innovate. He says: “What sets Spotify apart as a company is really 
our ambition to constantly challenge everything we do. We’re never 
happy about the way we’re doing things, and we’re constantly 
thinking about how to do it even better. If you’re coming to Spotify 
as an employee, it’s really important to think how we can do things 
better, how we can do things faster, and not be satisfied that just 
because we did it in the way we did it, that we should continue to 
do it so. We’re constantly trying to push the envelope. ”Ivi 

The Financial Times spoke of Ek’s “perfectionist dedication to 
ironing out kinks”, but in the constantly shifting world of social 
networking and online media, continuous innovation is a must. If 
you do not have the ability and the passion to do things better, then 
your competitors will do it instead.

Finally, Spotify would have achieved none of its growth without 
getting the technical aspects right. Ek, who is, after all, an engineer, 
has stated: “We need to make sure that 95% of all streams are 
delivered within 200 milliseconds, the time it takes the human brain 
to perceive if there’s any delay. If we deliver that, people will feel like 
all the world’s music is accessible on their hard drive.”lvii 

Innovation is not a one-off
The technical genius of Spotify has been to deliver music from a 
library of millions of tracks, in no longer than the time it takes to 
press Play on an MP3 player. His business has grown through 
its ability to link to trends, and its ability to monetise, but without 
technical excellence, those abilities would be meaningless. To 
succeed as an internet entrepreneur, you have to deliver all three 
elements. None is sufficient without the other two.

Then finally, once you have those three elements, you have to 
deliver them again and again and again. It’s not enough to innovate 
when you have your first idea; you have to do so constantly. As 
Ek himself told prospective employees, if you want to work at a 
company like Spotify, “You should be great at thriving on change.”lviii 
The same applies if you want to set up such a company.

www.spotify.com

“If we deliver that, 
people will feel like 
all the world’s music 
is accessible on their 
hard drive”lvii


