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[bookmark: _Toc75070731]Executive Summary 

This paper analysed the internal environment of Virgin Media using Porters Value Chain. We concluded that Virgin Media has a strong value chain which has been made stronger due to their merger with O2. However, there are areas Virgin Media could look at in order to improve their value. Considering Virgin Medias large amount of partners, bring some functions in house could protect them from supply chain instability. Furthermore, Virgin Media could explore integrating a virtual value chain with their existing value chain in order to capitalise on their information and knowledge management. Building on that point AI could be leveraged to enhance specific functions like their human resourcing activities.  
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[bookmark: _Toc75070732]1. Introduction 
COVID-19 has challenged many businesses, including accelerating disruptive innovations (George, Lakhani and Puranam, 2020, p.1756). Virgin Media has not been immune to these challenges; the company’s annual report highlights the decline in customers due to COVID-19 (2020, p.70). In light of this information, disruptive innovations may potentially contribute to the loss of customers for Virgin Media. As such, an analysis of Virgin Media’s internal structure will help the company identify how to adapt its system in order to protect against digital disruption. Chaffey (2019, p.283) suggests that using Porter’s value chain analysis provides a comprehensive way to evaluate an organisation. The reason is that, traditionally, it connects the supply side with the demand side of the organisation. Therefore, this paper will analyse Virgin Media’s value chain, including primary and supporting activities, as well as how it could be adapted in the digital age.   
[bookmark: _Toc75070733]2. Virgin Media 
Virgin Media operates in the technology market, where it provides broadband and mobile connectivity solutions. Recently, the company has consolidated its position by merging with Telefonica O2. Virgin Media claims it will be able to offer superior service and more choices (Virgin Media O2, 2021). It believes the merger would allow it to reduce costs and invest its retained earnings in upgrading its network (CMA, 2021). In light of the potential threat from disruption and Virgin Media’s focus on upgrading its networks, evaluating the company’s structure might highlight risks and present opportunities for it to adapt its internal structure in a way that protects it from disruption. Schilling (2020, p.127) believes that the best way to look at a company’s internal environment is by examining its activities, strengths and weaknesses, using the value chain. Therefore, this paper will look at Virgin Media’s value chain in light of digital disruption and include some recommendations on how it could be adapted. 

[bookmark: _Toc75070734]3. Virgin Media’s Primary Value Chain
 
The value chain model developed by Porter (1985) identified the primary value activities as inbound logistics, operations, outbound logistics, marketing and service. We will focus on each area in turn, starting with inbound logistics. 
[bookmark: _Toc75070735]Inbound Logistics 
Johnson et al. (2019, p.106) confirm that inbound logistics refers to the activities of receiving, storing and distributing the materials needed to make products. Along those lines, Virgin Media (2021) states that part of its inbound logistics includes receiving both materials and services in the areas of box and other customer product setup, networks, infrastructure, professional activities, IT, technology, telecom and marketing. Virgin Media (2021) suggests that it does work with partners both nationally and internationally. As such, we can attentively assume the company has not chosen a vertical integration strategy. Brüssow (2021, p.1) has shown the disadvantage of global supply chains as Brexit interfered with the vaccine rollout in both the UK and the EU. Private companies like Virgin Media could be caught in external matters outside their jurisdiction. This could make a case for the vertical and local integration of inbound logistics. 
[bookmark: _Toc75070736]Operations 
Johnson et al. (2019, 106) also define operations as the process that transforms inputs into products or services. Virgin Media’s annual report (2020, p.3) states that the company provides broadband, mobile, TV and fixed voice services to businesses and residential customers in the UK and Ireland. In order to do this, the company has to build, expand and maintain a large connectivity infrastructure. Virgin Media needs many specialised workers who can build the network, manage the software, and ensure that all parts work correctly and frictionlessly. Virgin Media (2021) has said that the company is embarking on a major investment project to expand the company’s connectivity. The company could do this internally or outsource it to another organisation. 
[bookmark: _Toc75070737]Outbound Logistics 
The next step in the value chain process is outbound logistics. Johnson et al. (2019, p.106) state that outbound logistics manages the process of distributing the product or service to customers. According to Virgin Media’s annual reports (2020, p.27), they believe that their fibre network offers superior quality to BT’s network, which they view as ageing. Partially as a result of their expansion, they would like their business customers to access Virgin Media’s network (Virgin Media, 2021). They manage this process through their network of retail and online stores where customers can choose which products they would like to access. In turn, there is created a distribution network that provides all the equipment and information necessary for the set-up process. This process seems to be done in-house and through their own stores’ engineers and customer service representatives. 


[bookmark: _Toc75070738]Marketing 
In order for customers to invest in the products or services that Virgin Media is offering, customers need to be aware that they exist for them. This falls under the next stage in the value chain process, under the heading of marketing (Johnson et al., 2019, p.106). Virgin Business (no date) focuses on 7 C’s of digital marketing, putting the customer at the centre of everything they do. Data helps them to understand the needs of their customers. They further suggest that they connect with customers through both traditional and digital forms of marketing. This would include billboards, television, online and social media platforms and email marketing (Virgin Media, 2021). However, Virgin aims to make its brand irresistible to the consumer (Vizard, 2019). In doing so, they could explore growing forms of marketing; for example, Delves (2019) highlights the rise in success of online gaming marketing.  
[bookmark: _Toc75070739]Services 
Once a product or service has been sold, there is another activity that is set up to ensure that quality and value are preserved (Schilling, 2020, p.128). As such, Virgin media have a network of call centres and customer service representatives at their retail outlets to help if any problems arise with their products or services. 
[bookmark: _Toc75070740]4. Virgin Media Supporting Activities 

Johnson et al. (2019, p.106) elaborate on Porter’s Value Chain, explaining that for the primary functions to take place there need to be support activities that enable these activities to take place. The supporting activities involve human resources and include procurement, infrastructure, and technology. 

[bookmark: _Toc75070741]Infrastructure 
Johnson et al. (2019, p.106) say that the infrastructure can be viewed as the “formal systems planning, finance quality control, information management and the structure of the organisation.” We can then observe how Virgin Media has built its supporting infrastructure. They have divided their organisation to oversee the various elements of their core business. In addition to the CEO, COO and CFO, there are support structures for TV, broadband, mobile, wholesale, technology, information, digital, transformation, people, communication and regulation. 
[bookmark: _Toc75070742]Human Resources 
In order for activity to take place, an organisation needs to recruit, train and motivate the right people (Johnson et al., 2019, p.106). Virgin Media has employed over 18000 people in a variety of areas, including serving residential, business and wholesale customers. An area that could improve Virgin Media is finding the right team and reducing the amount of time committed when deploying AI technology (Armstrong, 2019, p.152). 
[bookmark: _Toc75070743]Procurement 
In order to purchase the right parts, materials or services, the activity of procurement becomes essential. A team needs to source and negotiate the items and services to procure. Virgin Media (2021) has already integrated technology into its procurement division as the process moves online. Stalk, Jr. and Paranikas (2015, p.3), though, highlight growing challenges to procurement, including increased congestion and an impact on supply chains as they distribute goods. The need to rely on other partners could increase costs and inventory levels. Also, Fonseca, Miguel and Lopes (2020, p.424) have compellingly highlighted how COVID-19 exposed the fragility of global supply chains. Virgin Media would need to find a way to protect its supply chains from similar events. 
[bookmark: _Toc75070744]Technology 
As Virgin Media is in fixed and mobile connectivity markets, technology is a core part of their business. Additionally, technology can be utilised to support how the core business is delivered (Johnson et al., 2019, p.106). We have already seen above that Virgin Media uses technology as part of its procurement process and supply chain. However, it could use technology in a way that supports all aspects of the core business. Lin Liu & Jin-Nan Wu (2010, p.1468) suggest that gathering, organising, selecting, synthesising, and distributing information can add significant value. This is known as the virtual value chain, and it can work best when it is integrated with a traditional value chain. 

[bookmark: _Toc75070745]5. Conclusion
We have analysed Virgin Media’s value chain and have discovered some interesting insights. It has a superior product in its fibre network, and its merger with O2 now means it has access to one of the largest 5G mobile networks. Virgin Media has also used technology to a certain extent in order to increase efficiency with its suppliers. However, managing a global supply change does carry risks, one of which was highlighted with the way Brexit impacted the vaccine rollout in the UK and the EU. Virgin Media has the possibility of bringing some of its inbound and outbound logistics in house. This would increase flexibility and, with the use of technology, lower inventory. 
Building on the need for greater use of technology, we have found that Virgin Media could go further in implementing the use of AI. AI could help Virgin Media understand its customers’ needs and reduce cost in helping the company hire, train and motivate its employees. For this to happen, the company would need to integrate a virtual value chain within its traditional value chain so that it can capture and act on relevant information along all parts of the value chain. 
 

[bookmark: _Toc75070746]6. Recommendations 
As such, we propose that Virgin Media consider which parts of its inbound logistics it can bring in house in order to reduce cost, provide greater flexibility and protect against some of the risks of global supply chains. 
Furthermore, we believe that Virgin Media should integrate a virtual value chain with its existing model so that it can leverage relevant information in real-time. Also, closely related to that, it could utilise AI to reduce costs in its human resources activities, namely the recruiting, training and motivating of employees. 
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