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When non-fungible tokens peaked in 2021, most marketplaces treated
creator royalties, the 5% to 10% cut taken from every secondary sale, as a core
feature. A few years later that payment is optional almost everywhere, and the
argument over whether this is theft from artists or a correction to a broken
business model remains unresolved.

A convention, not a contract
Royalties were never enforceable by the blockchain itself. The ERC-721

standard says nothing about resale payments, and EIP-2981, proposed in 2020
by Mintable founder Zach Burks, only records a suggested percentage on-chain.
Each marketplace decides whether to honor it. Because the payment is executed
in the marketplace's own contract, a collector can always bypass royalties by
trading on a venue that declines to collect them, or by using peer-to-peer
infrastructure such as Sudoswap's sudoAMM.

Marketplaces break ranks
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Competition dismantled the norm quickly. X2Y2 made royalties optional in
August 2022, LooksRare cut its default to 0.5%, and Magic Eden did the same on
Solana in October 2022. Blur launched with royalty-optional trading and token
incentives, and during 2023 it routinely handled the large majority of Ethereum
NFT volume. OpenSea answered in November 2022 with an on-chain operator
filter that blocked marketplaces paying nothing, then retreated: in February 2023 it
moved new collections to optional royalties, and on 31 August 2023 it shut the
filter down entirely.

Creators try enforcement
Creators built their own mechanisms. In February 2023 Yuga Labs tied

staking rewards for Bored Ape and Mutant Ape holders to royalty compliance,
cutting off collections that skipped payments. Limit Break introduced ERC-721C,
which writes royalty rules into the token contract along with programmable
transfer restrictions, and OpenSea and others later adopted it. Neither reversed
the trend. In August 2024 Magic Eden extended optional royalties to the chains
where it still enforced them, drawing the same complaint creators had made for
two years.

The legal and economic stakes
There is no baseline legal entitlement to rely on. United States copyright law

grants no resale royalty, and the European Union's droit de suite, set out in
Directive 2001/84/EC, covers physical artworks sold through art-market
professionals, not tokens. Economically, the case is genuinely contested: traders
argue that royalties tax liquidity and make collections harder to price, while
creators and their supporters argue that zero-royalty venues captured volume by
subsidizing trades with tokens, not by offering a better product. Total royalty
payments fell sharply from their 2022 peak.

Some projects now substitute other revenue for resale fees, using
token-gated perks, staking rewards, or airdrops. Those depend on a project
staying relevant rather than on a trade happening, which is a different bargain
from the one the 2021 market advertised. The debate is less about technology
now than about who should pay artists, and whether anyone can oblige them to.
Read more articles: bip39-phrase.com/blog/
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For reference, 84 sample BIP39-style phrases are printed below, each
combining 12 words from the standard list.
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