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Executive Summary
The report is carried out to demonstrate a systematic analysis of the internal environment of Universal Music Group based on SWOT analysis and Value Chain theory. The environment analysis shall focus on what strengths and weaknesses of UMG are, what theory can clarify specific and significant operation processes of UMG and how UMG operates to create value through music publishing.
Key findings of the report include:

· Strengths of UMG are strong brand image and world-class talents, geographic base and broad collaboration with digital partners, diversified Record labels offering and increased Revenue performance. 

· Weaknesses of UMG are various lawsuits and weak performance in South America and Africa

· There are a certain strategic changes in some processes of UMG’s value chain in order to keep pace with digitalization of music market and maintain its competitiveness.
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1.0 Introduction 
1.1 Company Profile

As described by Marketline (2019), Universal Music Group Inc (UMG), a subsidiary of Vivendi SA, is a global music company. The Chairman and Chief Executive Officer (CEO) is Lucian Grainge. The company, headquartered in Santa Monica, California, U.S., is founded in 1934. Marketline (2019) also shows that, Recorded Music, Music Publishing and Merchandising are three main segments to operate the following businesses. Recorded Music is responsible for discovery and development of music talents as well as cooperation with local or global online steaming services to establish a legal music market around the world. Music Publishing focuses on music publishing entity and licensed titles for use in film, game, television, advertising, etc. Merchandising provides music campaigns, sells products and services as well as grants licenses to worldwide network of other organizations. By the end of 2018, UMG reached the revenue of 7,107.2 million US dollars.

2.0 Internal analysis of UMG
2.1 Strengths and Weaknesses of UMG

2.1.1 Strengths of UMG

2.1.1.1 Strong brand image and world-class talents

Universal Music Group is regarded as one of big-three music labels worldwide, along with Sony Music and Warner Music Group (Coscarelli, 2018). There are many famous musicians and artists choose to cooperate with UMG, such as Taylor Swift, Lady Gaga, The Beatles in European and American market, Girls’ Generation, BTS and Apink in Korean market as well as Kris Wu in Chinese market (Universal Music Group, 2019). Indeed, its ongoing investments in technology, royalty reporting system and superior products and service maintain its strong brand image when it comes to leading player in music industry, and a huge number of famous talents choose UMG rather than other music publishing companies.  
2.1.1.2 Geographic base and broad collaboration with digital partners

UMG operates over 60 countries, showing that its has a global presence (Universal Music Group, 2019). Therefore, it cooperates with over 400 digital distribution partners to serve various customers and facilitate expansion in huge potential market. The company has entered into agreements with outstanding international organizations including Facebook, Youtube, Amazon and Spotify and local large enterprises such as Tencent Music Entertainment Group in China to better monetize its content (Vivendi, 2018).  
2.1.1.3 Diversified Record labels offering 

According to annual report of Vivendi (2018), UMG owns a wide range of record labels to support it to meet the various needs of customers and consumers in different countries. More than 50 music labels are established so that UMG is able to have the most comprehensive music catalog and cover all music genres around the globe. There are famous music labels in UMG: apitol Music Group, Interscope Geffen A&M, Republic Records, Island Records, Def Jam Recordings, Universal Music Group Nashville and Polydor, and its classical and jazz labels include Blue Note Records, Decca, Deutsche Grammophon and Verve.
2.1.1.4 Increased Revenue performance 

According to annual report of Vivendi (2018) and Marketline (2019), it reported revenues of 7,107.2 million US dollars for the fiscal year which ended in January 2018. As for three operating segments, Recorded Music, Music Publishing and Merchandising reported revenue of 5,697.1, 1,110.4 and 322.1 million US dollars respectively, accounting of 79.9, 15.6 and 4.5 percent of total revenue in UMG, an increase of 10.8, 15.3 and 1.0 percent over 2017. Revenue growth was supported by increased subscription and streaming services in 2018.
2.1.2 Weaknesses of UMG

2.1.2.1 Lawsuits

Although there are broad collaborations with strategic partners, some issues are hard to be taken into consideration and lawsuits come. Apart from penalties and fines, these lawsuits undoubtedly have great impact on its reputation and fame so that its profitability and operations will be further affected. For instance, in 2019, Symettrica Entertainment took a legal action to sue UMG that it asked Netflix, iTunes and Amazon Prime Video to delete the documentary named ‘Drake: Rewriting the Rules’ produced by Symettrica Entertainment. Prior to 2019, UMG also faced various lawsuits from companies, platforms, artists (Marketline, 2019).
2.1.2.2 Weak performance in South America and Africa

According to UMG’s revenue growth between 2017 and 2019 written by Christman in Billboard website, performance of music market in South America and Asia is not great compared with performance of other market. For example, in terms of revenue growth from Recorded Music segment, North America, Europe, Asia and Latin America produced 1.9 billion dollars, 1.71 billion dollars, 636.1 million dollars and 174.1 million dollars respectively. Obviously, other markets performances are far beyond these two markets. Asia and South America have huge population and potential market for UMG to gain more profits. Hence, UMG needs to lay emphasis on the development of market of Asia and South America.
2.2 Value Chain of UMG

Porter who put forward value chain theory in 1985 points out that all activities of value creation of each enterprise can be demonstrated by value chain system consisting of primary and secondary activities. Porter (1985) also describes that organizations are supposed to develop its competitive advantage to create higher additional value for its products and service and an effective value chain can create more profits. 
With the development of mobile internet, music industry changes from traditional music to digital music and streaming media came into people’s life (Deloitte, 2015). After sales of traditional music declining, UMG also begins to focus on its strategic partnership with streaming media (Marketline, 2019).
2.2.1 Inbound logistics

UMG begins with its strategic relationships with its suppliers: artists, musicians and songwriters, etc. UMG licenses compositions when it acquires a direct interest in their copyrights by a series of agreements with composers and authors. As what UMG mentioned in its official website in 2019, their artists, musicians and songwriters are second to none. Indeed, there are numerous world-class musicians and artists including Taylor Swift, Justin Bieber, The Beatles, Rihanna, etc. Apart from these individual talents, UMG also own many famous recording labels and label groups such as Capitol Music Group, Republic Records, Decca and so on (Marketline, 2019). It can be concluded that UMG has a stable supply chain management. 

2.2.2 Operations

According to UMG (2019), it operates more than 60 countries through three main segments: Recorded Music, Music Publishing and Merchandising. In 2018, these three segments witnesse higher profitability. Music Publishing reached the revenue of 1,110.4 million dollars in 2018, an increase of 15.3 percent over 2017. It accounted for 15.6 percent of the UMG’s revenue in 2018. it is because of increased subscription and streaming revenues that UMG achieved revenue growth.

2.2.3 Outbound logistics

With the advent of online streaming medias, UMG holds its products sales mode both in physical stores and e-retailers. UMG has entered into agreements with over 400 digital distribution partners around the globe such as Facebook, Youtube, Spotify, Tencent (Christman, 2017). Moreover, UMG cooperates with Sony Music Entertainment to launch their own online music stores called Pressplay (Tschmuck, 2017). These actions indicate that UMG’s sales cover from large online chains to small physical retailers. 
2.2.4 Marketing and sales

UMG knows traditional media is more expensive and less attractive to customers. Hence, it focuses on popular digital media advertisements. For example, UMG in China tends to marketing communications on WeChat and Weibo to reach customers. In addition, UMG prefers database marketing so that it can record consumers information and acquire sufficient, accurate, and reliable data from digital platforms to know the sale or usage is made by customers at present (Tai, 2014).    

2.2.5 Service

As a music company, UMG publishes its music through various digital distribution partners, online and physical retailers. Generally speaking, after-service of UMG is the same as others, and consumers can deal with issues online now.
2.2.6 Infrastructure

As a subsidiary of Vivendi SA, UMG also fully applied the AFEP/MEDEF code of Corporate Governance for Publicly Traded Companies (Vivendi, 2018). There are diversified signs in 2018 to demonstrate UMG’s infrastructure: Revenue Growth of three segments, broad strategic partnership worldwide and contract with Taylor Swift and Kris Wu.
2.2.7 Human resources management

According to Departures by reason of Vivendi (2018), it is obvious that UMG’s employee liquidity is relatively lower than others. What is more, hours of training in UMG are 39,740 totally in 2018, showing HR department’s effective management.
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2.2.8 Technology development

UMG (2019) states that it is responsible for establishing a robust entrepreneurial ecosystem surrounded by music and digital media as the world’s leading music corporate. Therefore, it lay emphasis on digital innovations such as the UMG Accelerator Engagement Network, Capitol360 Innovation Center, etc. UMG also has played an active role in promoting the development of new digital services and consumer offerings (Vivendi, 2018).
2.2.9 Procurement 

UMG is committed to discovery and development of local artists and musicians at present. For example, UMG Central Europe cooperates with an esports company named ESL so that UMG can dis cover and promote new artists through this company (Cologne, 2018). UMG also reached an agreement with Tencent Music as one of China’s digital giants to find more talents and develop local market (Vivendi, 2018).

3.0 Conclusion

Universal Music Group, as a leading music-based company, presents strong brand image all the time. Superior service and high-quality team and management attract numerous talents. With the advent of digital music and streaming services, it offers diverse record labels to meet various needs of customers. Therefore, its revenue witnesses consistent growth in recent years. However, it also faces some lawsuits and weak performance in developing areas during its international expansion and development. It should be aware of these issues and take effective actions to deal with them. As for its value chain, there are some strategic changes in some processes in order to keep pace with digitalization of music market and maintain its competitiveness. All in all, Universal Music Group is still a leading player in every aspect in music market.  

4.0 Bibliography
Christman, E. (2017) Universal Music Group Revenue Rises 12.7%, Biggest First Quarter In 15 Years. Billboard. p. Online Extra.

Christman, E. (2018) Universal Music Group Saw 10 Percent Revenue Growth in 2017. Billboard. p. Online Extra.

Cologne (2018) Universal Music Group Central Europe and ESL Announce Partnership and Joint Recorded Label for Esports Musix. Universal Music Group. [Online] Available at:
https://www.universalmusic.com/umg-central-europe-esl-announce-partnership-joint-record-label-esports-music/ [Accessed 29th April 2019].

Coscarelli, J. (2018) Taylor Swift Announces New Record Deal with Universal Music. The New York Times. p. Online Extra.
Christman, E. (2019) Universal Music Group 2018 Earnings: Revenue Tops $7.1B as Streaming Spikes 31 Percent. Billboard. p. Online Extra.

Deloitte (2015) Digital Media: Rise of On-demand Content. Deloitte. [Online] Available at:
https://www2.deloitte.com/content/dam/Deloitte/in/Documents/technology-media-telecommunications/in-tmt-rise-of-on-demand-content.pdf
[Accessed 29th April 2019].

Hviid, M., Sofia, I. and Jacques, S. (2018) Digitalisation and Intermediaries in the Music Industry: The Rise of the Entrepreneur? Scripted Journal.
Marketline (2019) Universal Music Group Inc. [Online]. Available at: https://advantage-marketline-com.ezproxy.uwtsd.ac.uk/Product?ptype=Companies&pid=BFBDB645-94D4-47A9-AF60-1465CA47CEC9 [Accessed 29th April 2019].

Porter, M. E. (1985) Competitive Advantage. Creating and Sustaining Superior Performance. New York. P38

Palmer, A. and Hartley, B. (2009) The Business Environment. London: McGraw-Hill Higher Education.

Tai, H. (2014) Integrated Marketing Communication Strategy of Universal Music Group. Music Communication Journal. 
Tschmuck, P. (2017) The UK recorded music market in a long-term perspective. Music Business Research. [Online] Available at:
https://musicbusinessresearch.wordpress.com/2017/07/30/the-uk-recorded-music-market-in-a-long-term-perspective-1975-2016/ [Accessed 29th April 2019].
Universal Music Group Inc. (2019) Our Labels and Brands. [Online] Available at: 

https://www.universalmusic.com/labels/ [Accessed 29th April 2019].

Universal Music Group Inc. (2019) Digital Innovation. [Online] Available at: 

https://www.universalmusic.com/digital-innovation/ [Accessed 29th April 2019].

Universal Music Group Inc. (2019) For UMG Artists. C 

https://www.universalmusic.com/for-umg-artists/ [Accessed 29th April 2019].

Vivendi (2018) Annual Report. [Online] Available at:  

https://www.vivendi.com/wp-content/uploads/2019/03/Vivendi-Document-de-reference-2018-VA.pdf [Accessed 29th April 2019].



