Tencent Music

Introduction

1.1 Background

Tencent Music Entertainment Group (TME) is the leader of Chinese music entertainment services. It includes music streaming media and social entertainment. It covers cool dog music, QQ music, cool music, and national K songs. With content, technology and data support, Tencent Music provides users with online music, online yangko and live music services(Xie, 2019).
1.2 Current strategy
Technology changes music
Tencent Music tries to combine AI technology with music creation to help musicians create music backgrounds for online video and film productions, or to generate music for relaxation, sleep, etc. for ordinary users. Driven by these start-ups and technology giants, the future of AI will be more widely used in music creation(Xie, 2019).

Moreover, VR music videos and concerts are also in the research stage. It will soon be widely available to the market(Xie, 2019).
Main body

Value Chain

In this part I will analysis Tencent Music through Physical value chain(PVC) and Virtual value chain(VVC).

The physical value chain(PVC) is defined as the process of value creation between suppliers and product logistics channels. So companies can gain a competitive advantage by optimizing ad coordination or suppliers to effectively achieve relationships between the company's value chains. However, the traditional value chain is difficult to comprehensive, clearly based on information technology and Internet technology to describe the behavior of enterprises in the virtual world   (Porter, 1985).

VVC is defined as the value chain system that the company is mainly engaged in the virtual world, and the value chain system formed during this period is the scalability and development of the traditional value chain(Rayport&Sviokla, 1995).

Physical Value Chain
2.1 Firm Infrastructure

Tencent Music has a large number of users, and its online rate far exceeds that of other similar platforms(Liu, 2019). Tencent Music has a large number of users, and its online rate far exceeds that of other similar platforms(FangGong and Song, 2019).

2.2 HRM
Tencent Music uses a high-welfare, high-pressure, high-powered human strategy, while encouraging employees to innovate, such as creating or adjusting music. Therefore, the internal competition of the company is very fierce, which also leads to the pressure of the company's employees, but the company also provides high benefits. This strategy has helped the company create value in its primary activities(Xie, 2019).
2.3 Inbound logistics
Due to the large number of customers, which provides a large amount of initial funding for Tencent Music, and allows Tencent Music to acquire music copyrights of famous domestic or foreign famous singers on a large scale. At the same time, it also actively cooperates with foreign record companies, including Sony Music Entertainment, Universal Music Group, Warner Music Group, Emperor Entertainment Group and other companies(Xie, 2019).
2.2 Operation

For songs that already have copyright, Tencent will provide paid downloads to create value and profit. In addition, Tencent Music will also package music sales for specific musicians and give certain discounts. For example, downloading 10 songs from Justin Bieber separately may require 30RMB, but using the packaging mode requires only 15RMB. Although the revenue has decreased, the sales volume has increased. Total profit is on the rise.
2.4 Outbound logistics

Since Tencent Music is a digital platform, inventory costs and transportation costs are almost negligible. Most of the time, when the network payment is just completed, the user has the right to download the song. In addition, Tencent Music provide singer-related products such as concert tickets and posters. Through the organizer's logistics to conduct transactions, in order to achieve Tencent music value creation. For example, Jay Chou concert in 2018, Tencent Music sold 32.4% of the total votes(Li, 2019).
2.5 Market&sales

At this stage, Tencent used a very special method to achieve the purpose of propaganda - by monopolizing the copyright of star music. For example, the music of the Bulletproof Youth League can only be legally listened to by Tencent Music, and the consumption of consumers far exceeds the purchase of copyright. There are many other cases besides this. Therefore, Tencent music is in a state of profiteering at this stage. 

Tencent Music also provides an effective platform for singers. The singer can upload the original music content to Tencent Music, and the consumer can download and play it on the platform. Tencent Music can help these aspiring musicians to turn music creation into a means of making a living through this platform. In addition, Tencent Music plans to provide music publishers with music publishing, marketing, data management, copyright management and professional training.

Tencent Music tries to cooperate with other brands under Tencent. For example, Tencent Music and Tencent Video jointly produced ‘Creation 101’ which is a famous TV show in China during the period from 2018 to 2019. Most of the contestants are signing artists of Tencent Music, so Tencent has the right to play and copyright their works. This also makes ‘creative 101’ fans pay expensive music packages at all costs(Shi, 2019).
2.6 Service

Over time, Tencent Concert upgraded the songs to provide higher-quality music to protect consumers' rights. At the same time, some old customers will provide free peripheral products to attract more users.
Virtual Value chain

Network supply management

When the user download a song, the system performs user classification and performs targeted promotion to achieve an efficient match, prompting the user to purchase the recommended song. The value of this step is created after the transaction is completed.

Virtual production
Tencent Music synthesizes songs and promotes them through artificial intelligence systems to achieve profitability. In September 2017, Tencent Music launched the artificial intelligence synthesis song ‘A.I. Love’. As the technology is still in development, sales are not as high as expected(Zhang, 2017).
Network inventory
Tencent Music uses two methods to reduce the maintenance cost of this part. Decentralized database and database sharing. For example, Tencent Music shares music resources with KDM, and both parties bear their own inventory maintenance costs(Gao, 2019). Tencent music server maintenance costs are not high, but the number of music is guaranteed.
Internet marketing
Tencent Music's online marketing strategy is combined with Outbound Logistics and uses traditional affiliate marketing strategies. Users get permission to purchase music by registering members. It can then be downloaded directly via online payment. During this time, the system will label the user to further grasp the consumer's wishes.
Moreover, after tagging specific users, Tencent Music offers professional music equipment for customers to purchase. Matching customer information to specific sellers and then target precise advertising to customers. The transaction completion rate is approximately 78%(Zou, 2019).
Online Service
Tencent Music Online Customer Service, like most companies, provides bug fixes and settlement of funds. Most of the time, artificial intelligence can solve these problems, and only a few cases require manual customer service.

Conclusion

The value creation of Tencent Music is mainly concentrated in the process of information exchange, and the process of combining virtual celebrity traffic with reality also creates a value that cannot be ignored. As mentioned above, by creating a TV show, the traffic star is combined with the real economy to gain huge profits.
The internal environment of Tencent Music is biased towards decentralization. To be precise, each department has its own functions. Each department is independent of each other, and the information is exchanged after the user makes a selection. Therefore, the entire system has very high efficiency and security.

The special business model of Tencent Music makes it not too expensive, and a small part of the cost is only edited or edited in the late stage of music. In addition, some music producers will entrust Tencent Music to sell the works, which makes Tencent Music have a high pricing power.
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