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When NFTs exploded in popularity in 2021, one of their most celebrated features
was the promise of ongoing royalties for creators. Every time a digital artwork changed
hands on a secondary market, the original artist would automatically receive a
percentage — typically 5 to 10 percent — of the sale price. This mechanism, enforced
through smart contract code, seemed to offer a sustainable income model for digital

creators that had no real precedent in traditional art markets.

How Royalty Enforcement Collapsed
The system worked until marketplaces decided it didn't have to. In late 2022 and

into 2023, competing NFT platforms including X2Y?2, LooksRare, and eventually
OpenSea itself began making royalty payments optional to attract traders seeking lower
transaction costs. Because NFT royalties are not enforced at the blockchain protocol
level — they are instead a convention that marketplaces choose to honor — any
platform can simply ignore the royalty field embedded in a token's metadata. OpenSea,
once the dominant marketplace that had strongly supported creator royalties,
announced in August 2023 that it would stop enforcing them for most collections,

citing competitive pressure from zero-fee rivals.

The Creator and Collector Divide
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The debate splits roughly along economic lines. Artists and developers who built

projects with royalty revenue baked into their business models argue that removing
enforcement breaks an implied contract. Collections like Yuga Labs' Bored Ape Yacht
Club and Art Blocks had built entire ecosystems around royalty income funding
ongoing development and community rewards. When that revenue stream dried up,
some projects saw significant drops in operational funding.

Collectors and traders counter that royalties were never a binding obligation and
that the market should determine what fees are acceptable. They point out that
traditional art resales — paintings at auction houses, for example — do not
automatically compensate original artists unless specific legal frameworks like the EU's
Artist's Resale Right apply. From this view, NFT royalties were always a voluntary

convention rather than a property right.

Attempts at a Technical Fix
Some developers have tried to enforce royalties at the smart contract level by

building transfer restrictions directly into token code. The Operator Filter Registry,
developed by OpenSea in 2022, allowed creators to block sales on marketplaces that
didn't honor royalties. However, this approach created friction and was criticized as
anticompetitive. Several major collections dropped these restrictions after OpenSea
itself abandoned royalty enforcement, making the registry largely moot.

Ethereum-based token standards such as ERC-2981 formalized how royalty
information is stored on-chain, but the standard only provides a way to communicate
royalty preferences — it cannot compel any marketplace to pay them. New blockchain
projects have experimented with royalty enforcement at the protocol level, but none has
achieved the market adoption needed to make this a practical solution.

The royalty debate ultimately reflects a broader tension in the NFT space
between the decentralized, creator-friendly ideals that drove early adoption and the
commercial pressures of a maturing, competitive market. Without protocol-level
enforcement or coordinated marketplace agreements, creator royalties remain a

courtesy rather than a guarantee.
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