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1. Executive Summary

In light of digital disruption within the music publishing industry, Universal Music Group have been forced to evolve its strategy in line with industry trends. There is now an increased focus on the virtual value chain that encompasses not only content and distribution, but also the overall user experience.

In order for continued growth and development of its strong market position, UMGs value chain has began to leverage digital disruption to remain competitive in a marketspace that is increasingly reliant on providing an excellent experience that is cost efficient and data informed. 
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2. Music Publishing 

Music publishing has historically concentrated on a strategy that focuses on content and distribution (Georgiou, 2012). However, with the impact of technology on consumer behaviours resulting in the modernising of business models, publishers are now focusing on structuring their businesses around their target consumers’ needs (Young, 2018). Additionally, there is also the race to capitalise on existing and emerging technology that engages and influences consumer behaviour through providing superior experiences and added value to existing models (Ting et al 2019). This will be a challenge for Universal Music Group as competition intensifies between market leaders, and new entrants provide more free content in efforts to capture the market (Charney, 2012).

Companies that can effectively implement a strategy that encompasses the above are likely to see a share in the positive global outlook within the industry (Akulavicius & Bartkius, 2015). Therefore, the race is on to find new patterns of coordination regarding customers, suppliers and trading partners in order to better capture the global market in a digital environment (Watson, 2019). 
















3. Company Overview
3.1 Universal Music Group
Universal Music Group (UMG) are amongst the leading music companies in the world. They engage in music publishing, recording, merchandising and video content creation in over 60 countries globally, employ roughly 8000 staff, and generated a revenue of £5.5 billion in 2018 (BusinessWire 2019).
Business Wire 2019 reports, last year UMG publishing saw a revenue of £860 million, with a 15.3% year on year growth, and a 12.6% CAGR between 2016-18. Table 1 displays UMGs segmental performance.
[image: ]Table 1: Performance indicators

UMGs core values include artistry, innovation and entrepreneurship. And as such have been dedicated to becoming leaders regarding technological and digital transformation in the industry. Inevitably, in FY 2018, UMG aimed to capitalise and fully exploit streaming services and were successful in doing so by partnering with over 400 streaming platforms/services resulting in a 36% rise in income from this revenue stream (Mordoor, 2019). 
3.2 Situational Analysis
[image: ]Table 2: Internal Analysis

3.3 Strategy and Value Creation
UMG have focused on a strategy to strengthen presence in the market that will promote digital growth. As a result, they are consolidating their value chain whilst also safeguarding intellectual property and content in their model. Growth strategy is aimed at:
· Distributing online content to retain audiences with premium content
· Optimising UMG franchises to consolidate operations
· Expanding live activities such as festivals
· Winning new markets in emerging economies
· Create new opportunities for consumers to purchase and listen to music by
· Deter the use of unauthorised/unlicensed music online

To integrate value, there is a commitment to adapt to individual needs to attract and retain artists through an increasingly flexible approach from being able to sign to the label to retaining independence through partnering via UMGs distribution platform (UMG 2019). And finally, as fan bases are key stakeholders, they too are incorporated in the value chain by developing more meaningful interavctions between artists and consumers.


















4. UMGs Value Chain
4.1 Traditional Value Chain
UMGs traditional value chain has been forced to adapt to a rapidly changing technological environment. Were previously some elements of the primary activities and supporting activities were integral to the supply chain, demand has drastically decreased as consumer habits have evolved from physical products and ownership (Liu & Wu, 2010). Along with UMGs traditional value chain failing to define its virtual/digital behaviours, challenges in generating greater value compared to the original cost of creating the inputs began to arise (Amoroso 2017). The opportunity of digitisation has provided an opportunity to decrease costs and increase value in both the marketplace and space (Aguiar & Waldfogel 2016).
4.2 Virtual Value Chain
Since Adopting to the marketspace, UMG have seen significant revenue growth across nearly all segments. This has been a result of an increasing number of people having access to computers, smartphones and the internet, the increasing affordability of digital based services and the increasing demand for video and music consumption (Liu & Wu, 2010).
Data suggests UMGs predominant revenue remains direct customer payments in the form of subscriptions and one-off purchases with increasing revenue generated online. Furthermore, growth through acquisitions has also seen a good return on investment for UMG. For example, most recently in February 2019, UMG acquired Ingrooves Music Group, who specialise in distribution and marketing in order to consolidate and vertically integrate UMGs value chain.
Diagram 1: UMG Virtual Value Chain

4.2.1 Content
Through digitisation, UMG has also successfully leveraged recurring revenue streams which also create incentives for artists to create more work. For example, every stream of a song on Apple music or Spotify results in royalties for both artist and publisher, which is a better revenue generation model than one off revenue from physical album sales (Knopper, 2017). 
Intelligently, UMG has focused energy on both premium, high quality content and lower end productions such as behind the scenes videos/interviews, bonus content etc to ensure increased engagement in a time were people now want the experience as much as the product (Ting et al, 2019). As quality content in the music industry is subjective and dependant on various dynamics including culture, income, country regulation etc, UMG has focused on high volume content ranging in quality to better monetise services/products and reach various reach a wide target market. This is now done using artificial intelligence algorithms and ratings/rankings to predict what content is wanted, where it fits, and who its for (Sturm et al, 2019).
UMGs primary revenue generation and value proposition is dependent on the content it can produce. The music, video and other rights UMG owns and distributes via various channels gathers a specific audience that can be monetised. UMG has now focused on premium content and made for digital content. Premium content looks at professionally developed content such as audio, video, and magazine content that can be distributed across the physical and virtual markets. On the other hand, made for digital content includes both professionally produced, to do it yourself content produced by partners and influencers associated with UMG. Often time this is bonus content that increases audience engagement like behind the scenes interviews, and snippets of how content was created etc and is distributed to platforms like YouTube. Of benefit, YouTube and similar platforms can behave as predictors for the likelihood of monetising artists, for example, UMG were able to sign Justine Bieber following data analytics suggesting high engagement, loyalty and likelihood of profitability in the then young artist.
4.2.2 Digital Infrastructure
Through technological evolution, this aspect of UMGs value chain has enhanced distribution channels and is better equipped to provide broader options of music and video services. 
And through better leveraging of the available technology, UMG have better managed losses made through illegal streaming and piracy through the use of streaming services (Knopper, 2017), which continues to show a preference over buying and downloading when assessing consumer behaviour, probably due to the increased accessibility of internet and Wi-Fi. Therefore, UMG now combines its distribution with video content as a result of various sharing platforms (Charney, 2012). With a reduction in audience reach through traditional television music channels – UMG partnered with YouTube to create VEVO – which shares premium music content. It holds over 300,000 videos with roughly 25 billion views per month – with mover 15 billion of which being viewed via smartphones. Although the video content itself is free, VEVO has been able to monetise their videos through adding adverts. UMG and their artists are therefore able to capitalise on free content sharing platforms such as YouTube. 
Key to much of UMGs success has been the use of enabling platforms. Through their website and distribution content, design and hosting has been driven by marketspace growth and evolving sophistication in platform operation and layout (Hauprich & Coleman, 2017). Supporting this has been the enabling of online transaction platforms like Paypal and VISA to process end user payment. In addition, has been the successful integration of machine-to-machine platforms allowing the integration, operation and management of UMGs central platforms. 
4.2.3 Marketing
In order to gain the attention of consumers and raise visibility within digital platforms, marketing remains an important process in the virtual value chain (Lin & Wu, 2010). UMG has increased its digital marketing with a disproportionate flow towards platforms like Google Adwords, Instagram, Facebook and popular music blogs as these have shown to produce the highest engagement and sharing for popular culture content. 
As mobile advertising has grown by over 53% and is expected to have a CAGR of 17% in the next 5 years, UMG is now focusing its attention on content, communication and e-commerce via mobile devices in a bid to capture consumer attention (BusinessWire 2019).








5. Conclusion
As a result of segmental interdependence across services and products, it is no longer effective enough to focus on corporate strategy for single elements of the value chain as the risk of missing the broader competitive threats may occur. Therefore it is much more effective to consider the global context of the virtual value chain together.
The risk of growing regulations also continues to exist in digital environment undergoing frequent change. Despite this, evidence appears to suggest increasing stability over certainn segments with established publishers regaining control of the industry with boosted productivity. Should this stronghold and gap between established publishers and independent/new entrants continue to grow, it may in future be subject to further regulation and policing which UMG may be affected by.
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Premium content: music, video, publishing, gaming, licensing

Made for Digital: professional content, user generated content
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Web hosting, Mobile applications, Application programming interface, IoT, Mobile telecommunications, data centres, cloud computing, network infrastructure, Internet backbone, fixed broadband, automation software, user devices(laptops, mobiles)
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Customer


Content



Content


Digital Infrastructure


Marketing


Customer


image2.png
AutoSave assignment 1a presenta
File ~ Home Insert  Design  Transitions  Animations  Slide Show  Review  View  Help Picture Format @ share T Comments  ©
A | g Bee m A L | ENNDOO- g [ &owern- | Oros =
O & GO 4 - | & o | =
13 T Reset &3] AL LU0 Z shape Outline~ | &, Replace
Paste New = BIUSmMN-As|2-A- @A} s Arenge Quick Design | Dictate
- Side~ [ Section ~ = B v Styles~ @ Shapeffects~ | 3 Select~ ldeas |~
Clipboard 1 Siides Font Paragraph Drawing 5l editing | Designer | Voice ~
FY2018 Music Publishing RecordedMusic  Merchandising
Revenue €861 millon 45 bilion £2.9 bilion
Yearon Year 15.3% 10.8% 1%
Growth
CAGR20%6-  12.6% 10.9% 36%
3
Overall 16.6% 79.9% 5%
revenue
Contributing ~ Growing subscription &  Growing subscription &
factors sireamng revenue strearing revenue.
high revenue flom fise in number of
performance rights and  subscribers and
synchronization improved market share.
2
&
Click to add notes
Side140f14 [} English (United States) B s [ p— o &





image3.png
AutoSave assignment 1a presenta.

& share & comments  ©

File Home Animations. Slide Show
£ i ¢ A E\\OoO- O 1 & ShapeFil~ OFind
ED@ - To _Jaxi% A%EQDGZA..D Lﬂk Bt || Gpzrs o Dii u—i%.
) D 5 [ B St e |3 e @ {3 K| B G papetectse | Iy seetr | oo | P

v & | Sidev B Section~

Cipboard 15 Sides Font s Paragraph s Drawing 5l edting | Designer | voice -

8 B [:]

9

10

i

12

13 Q
i (ctr - :

14 M

Click to add notes

88 -+ 1% &

Side 14014 [} English (United States]





image1.png
Prifysgol Cymru
¥ Drindod Dewi Sant
University of Wales
Trinity Saint David





