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Introduction
The aim of this report is to research, write and structure a marketing audit and marketing plan that documents a detailed analysis of the internal and external marketing environments of Spotify. Demonstrate knowledge of the key underlying internal environment constraints and the key external environment drivers impacting on the organisation. Recognise the importance of prioritising key issues and executing a SWOT analysis for the organisation. Recognise the importance of market and organisational changes/challenges and how they underpin an organisation’s marketing strategy. Demonstrate knowledge of the role of marketing strategies and how they can be used to develop competitive advantage, market share and growth while showing analytical frameworks systematically and consistently.

What is Spotify?
Spotify is a music streaming platform that was founded in 2006 in Sweden by Daniel Ek and Martin Lorentzon with the goal of providing music to everyone. They worked with a Swedish developer experienced with the peer-to-peer framework with the intent of connecting the music listener directly to the labels. Due to the nature of that relationship, there is a need to negotiate with music labels for launch on a country-to-country basis, starting with their initial launch in Sweden in 2008. They are currently (as of April 2018) available in 61 countries. The primary service offered by Spotify is the ability for users to create custom playlists that can be played through any internet connection. Spotify has two distinct product offerings, Spotify and Spotify Premium. Spotify Premium members pay a monthly subscription fee but have access to their playlists offline on multiple devices, thus having all the perks of owning the music while just paying $120 a year. Beyond that, Spotify is known for their social media interaction – users can interact with their friends and share playlists, and users can also follow the playlists of their favourite artists. Songs can be found by title, artist, or cd name, and various apps are available to enhance the service, such as radio streaming (Osazuwa et al., 2014).

Internal analysis
Spotify is a digital music-streaming service that was launched in Sweden in 2008. As of April 2017, Spotify operates in 28 countries worldwide and has more than 60 million active users. While most of these users opt for the free version of the service, six million pay for the premium service. At the end of 2017, the (International Federation of the Phonographic Industry, 2017) reported that streaming services are growing at a quick rate year-on-year, and now contribute more to the music industry's yearly revenues than ever before. However, there remains a marked difference in the popularity of streaming services from country to country. In Sweden, for example, where Spotify was founded, 91% of the country's digital income is made up of streaming services. In comparison, 13% of the worldwide digital income is from streaming services. Sweden experienced solid growth in the music industry (13.8%) in 2012, reaching a level not reached since 2005, compared to the 0.3% growth experienced globally.
Spotify as one of the leading global music businesses have to draw consumers in and the way they do this is through playlists, these playlists are designed to cater every mood and genre, to do this they employ tastemakers to identify which songs would be best suited to which playlist and also to help people find new and exciting artists. Tuma Basa—global programming head of hip-hop at Spotify—is arguably the most critical tastemaker in music today. Personally choosing every song that goes onto the Rap Caviar playlist is a particular kind of power. With over 8.5 million followers as of February 2018, the service’s second most popular playlist has been partially responsible for the overnight success of artists like Lil Uzi Vert (whose daily Spotify streams leapt from 442,000 to over one million; and subsequently a Billboard number one across the US and 745 million streams; as of April 2018, after strategic Rap Caviar placement) (Marshall-Lewis, 2017)
Its rich content library is combined with a unique ability to match artists, songs and playlists to users’ tastes — and it is all delivered seamlessly across multiple platforms. With advances in technology, the co-creation of the music experience will continue to take root. Despite a thousand years of marketing by third parties, it seems that music marketing is moving back to its roots. Artists can perform as their record labels. Although uncertain what channels will be favored in years to come, it will most likely involve technology and a higher degree of personalisation and value creation on the part of the artists (Gamble, 2012). Spotify is where records get started. Also, they do so very quickly. This is not radio, where you massage program directors and wait for your slot, where you have arguments about what and what doesn't work. Spotify knows Instantly Either a track is saved or skipped. Moreover, with this data, the service places winning tracks on other playlists and they become hits. Radio is last. Also, at this point, radio reaches more people, but 6,962,977 (closer to nine million as of January 6th, 2018) people are subscribed to RapCaviar (Lefsetz, 2017).
Micro environment-Porters five forces
Competitive rivalry
The competitive rivalry is high as Apple is Spotify's biggest competitor. They launched their music streaming service in 2015 with the same business model as Spotify but with more features. Apple offers Beats radio as another feature that cannot be found on any other platform with guest celebrity hosts such as Pharrell Williams, Drake and Major Lazer alongside their regular hosts Zane Lowe, Julie Adenuga and Ebro Darden. The attraction to Tidal is the high-quality music that it gives you access to. Tidal promises to send users songs in 1411 kbps FLAC, far above CD quality (Apple Music, 2018). Spotify’s best quality is about 320 kbps, which is only available to premium subscribers. Most of the time, it is about 160 kbps (Griffin, 2018).
Spotify offers a free 30-day trial available for new Premium customers and then will be charged £9.99/mth automatically at the end unless you cancel. The Spotify Family plan for sharing with up to five others (each with their profile) costs £14.99/mth. The Student plan is available for £4.99/mth. Spotify, as the market has determined the prices for streaming services, this can be seen with new service Apple music offering 3-month free trial with £9.99 per month after that and a family plan which is £14.99 per month for six people and £4.99 university student plan. Another streaming service Tidal owned and operated by Jay-Z Tidal costs £9.99 the same as Spotify and apple music. When it launched at the back-end of 2014, Tidal cost £19.99 for the CD quality service, but seven months on, the service now operates a two-tier system.
Supplier power 
Typically if an artist is against streaming their music, they do not allow it to be streamed by any provider. Beyond a large blackout such as that, Spotify holds considerable sway when in other discussions with artists. For example, Kanye West refused to have his album. The life of Pablo available for on Spotify because of an album exclusivity deal with Tidal. Spotify, who prides itself on offering the same extensive catalogue to all users, didn’t pay extra money for the album. The album was not available to any level of user; he later left the exclusivity deal with Tidal, and the album became available to all users at a later date (Maloney, 2012)

Threat of substitutes
The threat of substitutes is currently quite low for Spotify. While substitutes are available, Spotify itself was created as a substitute to provide unique service for music listeners. The key difference between Spotify and said substitutes, such as radios, is that users can create their customisable playlists and have unlimited access to over 20 million songs. The largest substitute risk for Spotify is users staying with the free version instead of upgrading to Premium. Even then, though, there are advertisements plays on the free version to still generate revenue for Spotify, though their ultimate goal is to reach more paid subscribers (Osazuwa et al., 2014).

Bargaining power of buyers
The power that the buyers have is very low as Spotify have the free version of the app for people who do not want to pay for the premium service. The customer has the power to make a choice between two which means they do not have the power to influence Spotify. There is also no other competitor who offers a free version of their app, so they have no power there either.


Macro environment 
PESTLE stands for Political, Economical, Social, Technological, Legal and Environmental. It is a macro-level, study based on these external factors. These are considered external factors because the company in question does not get to choose how they are affected by these factors (Sellman, 2018).
Political
Political issues can be confused with legal issues, but the key difference is that the governments being problematic rather than the legal paperwork in the way of the goal. The political issues for Spotify are the government restrictions on the app itself, for example, Spotify is not available in China, Iran and India to name a few. These countries account for almost 3 billion people (Worldometers.info, 2018) which is a huge market. 
Economical
There are multiple economic issues that could effect Spotify. For example, competitor pricing is a significant economic factor for the music streaming service as there are not many competitors. Spotify currently has very competitive prices in comparison to their competition. Spotify charges £9.99 for a premium user account and £14.99 for a family account which allows up to 6 people to have an account (Fuller, 2017). This seems to be the industry average with Apple Music and Google Play following a very similar pricing structure (Fuller, 2017). To stay relevant and attract enough customers, Spotify must keep a similar price point to its giant competitors which prevents them from increasing their revenue by raising their price. This could become a significant problem for Spotify in the future as they prove to investors that they can become a profitable company (Sellman, 2018).
Spotify is especially susceptible to economic factors since they went public such as economic growth or recession. For example, Higher economic growth or better prospects for growth will help firms be more profitable because there will be more demand for goods and services. This will help boost company dividends and therefore share prices (Pettinger, 2017).
Social
A social factor for Spotify is people accepting the new technologies. This could be put in the technology chapter, but it is more the social aspect if the technology than the technological. For example, there are millions of people buying vinyl every year, in fact, there is a resurgence of vinyl. More than 3.2 million LPs were sold in 2016, a rise of 53% on the year before and the highest number since 1991. It was also the first year that spending on vinyl outstripped that spent on digital downloads (Ellis-Petersen, 2018). This change is due to the social factors over the technological because vinyl records are an old technology that has been around for 50+ years. Another social factor is the unwillingness of the older generations to keep up to date with the newest technologies available. In a study published in Frontiers in psychology found that “that most of our participants were eager to adopt new technology and willing to learn using a tablet. However, they voiced apprehension about lack of, or lack of clarity in, instructions and support.”(Vaportzis, Giatsi Clausen and Gow, 2017).
Technological
A technological factor that effects Spotify is the new platforms that they need to integrate themselves with. For example, if a new phone is released, then Spotify needs to update its app so it can be used on this new technology. 
One of the major technological factors related to Spotify is the popularity of the smartphone. As the smartphone gains traction worldwide, Spotify has the chance to increase its user base by enormous numbers. “The number of mobile phone users in the world is expected to pass the five billion mark by 2019” (Statista, 2018). The number of smartphone users is expected to increase from 1.57 billion in 2014 to 2.87 billion in 2020 (Statista, 2018). This almost doubles the number of customers that Spotify can reach on a mobile device. This gives Spotify tremendous ability to grow in the future, and that only include predictions for two years out. In the future there will be many billions of individuals will have a smartphone in 10 years from today.
Legal
A legal issue that Spotify has to deal with is copyright law. Spotify has been back and forth with companies and artists over the rights to the music and as recently as January 2018 has been hit with a 1.4 billion dollar lawsuit “for not licensing mechanical rights to compositions. Under copyright law, rights for compositions and recordings must be obtained separately” (Fabio, 2018).  Another legal obstacle that Spotify faces is that they have to get the rights to the music in every single country that they operate in. Spotify negotiates to enter each country individually, which so far has been successful in doing so and there does not appear to be any potential risk or denial of entering a future market. Canada, which Spotify initially entered on an invitation-only basis with plans to launch to all users in the future, proved for difficult negotiations, but those were across all streaming services and not unique just to Spotify. In the case of Canada, negotiations were by the Copyright Board of Canada and not unique and individual record labels (El Akaad, 2014).
Environmental
Spotify is an internet based company, and the internet does not have any impact on them.
Swot analysis
Strengths
Spotify's biggest strength is that they are the market leader in the music streaming industry operating in 61 countries worldwide and has more than 157 million active users. While most of these users opt for the free version of the service, 70 million pay for the premium service as of January 2018 (Press.spotify.com, 2018). That is almost double the subscribers of Apple Music, its most significant competitor, which has 36 million subscribers globally, the Wall Street Journal reported earlier this month.
Another strength is the fact that they are the only music streaking service with a free version of their app. Tidal, Amazon music and Apple music all have 30 day free trails. Also, Spotify offers a 30-day free trail for their paid subscription. Spotify can do this because of the revenue they get from advertisers who play adverts between every couple of songs. 
One might believe that because Apple is such a big and trusted brand that consumers would leave Spotify to join. In fact, its quite the opposite since the introduction of Apple Music “The percentage of paying Spotify customers cancelling their subscriptions has decreased since 2015, indicating that they are not jumping ship for Apple Music or other competitors” (Sandler, 2018).
Spotify is in an interesting position where they must advertise their platform to draw new users, and at the same time, they offer advertisements on their platform to stay commercially viable. Spotify does not have the backing of a large company as they only look after themselves so it leaves the business in a precarious position, where a richer brand (like Apple) could attract a more substantial number of subscribers and offer some stability. Part of the solution is to become a faster advertiser. While data is core to Spotify’s ad sales pitch, it is also pivotal to the brand’s future marketing strategies. Having all that user data makes it easier to work out what types of ads are going to best resonate with them, said Spotify’s chief marketing officer Seth Farbman. “For us, it is not necessarily about needing to tell a Spotify story. It is more about telling the music fan’s story.”(Bruell, 2017). Spotify recently had sculptures made for certain artists to be displayed in a gallery. This was because their data showed that they were the breakthrough artists which moved music culture forward that year, this advertisement was effective because it is not something that the other streaming services have employed because others like Apple music stick to traditional advertising. Traditional marketing while it reaches more people it is not as effective. In a study conducted by (Trusov., M et al., 2009) found that word-of-mouth referrals through social media have a strong impact on new customer acquisition and that the effectiveness for word-of-mouth is approximately 20 times higher than that for marketing events and 30 times that of media appearances. In other words, it is more effective to be talked about through social media and create a buzz around the service than to advertise traditionally. “I think it has still sponsored sessions—this half-hour brought to you by [an advertiser]. We do not want to hit you with like 90 ads as radio does. Increasingly, we are doing things like sponsored playlists, and some of the original content we create we have sponsored by brands.” Continues Farbman (Bruell, 2017).

Weaknesses
Spotify has to be wary of alienating the artists that allow them to use their music in the service. Many artists have boycotted Spotify over the years for not properly compensating them. There have been big names that have withdrawn their catalogue of music such as Taylor Swift and Radiohead; both of which have returned to the service. Led Zeppelin and Bob Dylan would bot allow their music on the service for a long time. Also, Beyonce and Jay-Z have created their rivalling streaming service called Tidal, which aims to pay artists fairly due to the backlash against Spotify (Hassan, 2016). 
Spotify is operating at a loss. It lost 1.1 billion pounds in 2017 and had yet to make a profit in the ten years since its inception. In an interview with The Daily Telegraph, Laith Khalaf a broker for Hargreaves Lansdown explained “firstly, four music companies control the rights to 87 percent of the music that is streamed via Spotify. That goes them a large amount of bargaining power to get ‘their pound of flesh’ from Spotify's earnings”(Connington, 2018). This is arguably Spotify's biggest problem, the fact that 
Opportunities
Alex Ciccimarro former marketing director of Universal music group and former digital marketing manager of Atlantic records, in a recent Q&A Cincimarro, stated that “Marketing is headed to a connected home, Multi-level marketing as a whole. People want to watch their show, watch social media for the commentary, listen in to other content during the commercials, all done seamlessly. That is why it is so important to build a content strategy on all fronts, right now. As far as music, I think people want to see built out brands that are highly talk-able. That should lead to an increase in the level of premium content being produced” (Ciccimarro, 2018)
In April 2018, Spotify made its debut on the New York Stock Exchange, and it ended up exceeding expectations from Wall Street analysts on its first day of trading. According to business insider UK, in September 2017 they stated that “Private trades in Spotify shares are valuing the music streaming company at about $16 billion, according to people familiar with the deals, raising the prospect of a bumper flotation next year.” (Sassard, Soderpalm and Swahnberg, 2017). Since then Spotify has gone public and now according to engadget.com “Spotify opened at $165.90, with 5.6 million shares exchanged in its first trade. That brought its total valuation to just shy of $30 billion, about $7 billion more than financial analysts and experts originally expected.”(Alvarez, 2018). Analyst John Egbert spoke of Spotify’s success of going public and recommended it as one-to-watch. He states "We believe an all-you-can-listen-to on-demand music streaming service for $9.99 a month is high on the list of Internet services offered on a value per dollar basis, right behind's Amazon's $99 a year all-you-can-order (and more) Prime membership and Netflix's $10.99 a month all-you-can-watch subscription,”. Egbert is forecasting the company will double its user base and paying subscribers, and see a profit by 2021."We think Spotify's market leadership, emerging markets exposure, favourable user demographics, the secular shift to mobile and digital services, as well as the near-universal appreciation of music, will support Spotify's growth for years to come," he said (Salinas, 2018).

Threats
While Apple may be lagging behind Spotify overall, it is still gaining ground fast. According to The Journal, Apple Music is expected to surpass Spotify in the U.S. this summer. Also, Apple Music is available in 114 countries, while Spotify is only available in 61 (Sandler, 2018). Another threat is the money that businesses like Amazon, Google and Apple have at their disposal. Spotify faces the challenge that these businesses have their hardware that they can pre-load their services on for ‘convenience’. For example, Apple has Apple music already installed on their iPhones, and Amazon only allows Amazon music to be played through their Alexa system. Also, because of the deep pockets that these businesses have they can copy features and innovations that Spotify may have with relative ease. A good example of this is Snapchat; it has been reported many new features debuted Instagram over the past two years have been similar to Snapchats already existing features. Instagram CEO and founder Kevin Systrom, who sold the app to Facebook for $1 billion in 2012, has even admitted that Snapchat deserved the credit for some of these features. In a recent Wall Street Journal interview, Systrom opened up about the copying accusations, saying that it is a natural response to competition(Rao, 2018).
Planning
Mission statement
Spotify missions statement is as follows “Give people access to all the music they want all the time — in a completely legal & accessible way”(Press.spotify.com, 2018). They aim to solve a two-sided problem. First, musicians and producers want to end piracy and be fairly compensated for their work. Second, the listener wants and expects easy and affordable access to music in the digital age. By bridging this gap and finding an alternative to downloading and by offering tiered services so everyone can access free (but you have to listen to ads occasionally so artists can still get paid) or premium (affordably priced, but with no ads). Solving problems in the marketplace is one way that startups become successful multi-national companies. By having a strong mission statement and understanding their end goal, Spotify has been able to attract an enormous user base (Sedmak, 2015).

Objectives 
To be able to decide on what marketing plan is best for Spotify it is very important to have clear objectives. This will dictate what the business will do in the future, and it will also keep everyone involved in the process on the same page. If the objectives are not clear, then different departments will be trying to achieve different goals and the public relations will be vague and confusing for the consumers. Another benefit of clear objectives is that it will allow for evaluation of performance to make sure that Spotify is on track and if any changes are needed. The objectives are split into three parts the Corporate, Marketing and Marketing Communications. The corporate objective is to start to make a profit by the end of 2020. This objective is important because the longer the business is losing money, the fewer investors are going to want to purchase stocks. The marketing objective is to add 13 million users by July 2018. This objective was drawn from the data currently available for Spotify (Press.spotify.com, 2018), this data shows that in the last three months from January to March Spotify has gained an additional 13 million users. To continue to grow Spotify should aim for around 13 million more by July 2018. The marketing communications objective is to convert the free users into paying subscribers and reach 95 million paying subscribers by January 1st, 2019. This objective was decided in a similar way to the marketing objective by looking at trends in the data available and generating a realistic goal.   

Segmentation
This plan will use attitudinal segmentation. This is because with Spotify’s large amounts of data that they can access it is much easier to decide on target markets.
The first segment that Spotify should target is the student market. This is because students listen to much music. A survey conducted by statista.com found that 19% of people between the ages of 16-24 listened to music for free, including the free version of the Spotify app. To target this demographic would be easier as they already use the free versions so they are tied into the “Spotify Eco-system” and would not likely move their entire catalogue somewhere else. 
Another segment to target would be the millennial segment, as 72% of the people who listen to music through Spotify are millennial. "As the largest global streaming service, we have a deep understanding of millennials from our data on streaming habits," said Spotify business marketing global director Jeff Rossi. "For marketers looking to reach this highly sought-after group, we understand that millennials are listening more frequently and streaming in more places than non-millennials, including most often on mobile and desktop as they move from home to school to work. We also see that millennials' streaming habits are not as impacted by traditional peak consumption periods like prime time or drive time. They are connected all day from the moment they wake up." (Cummings, 2016).
The last segment that should be targeted is the tech early adopters. Spotify can track who these people are by looking at the numbers of people who buy tech within the first few days of launch. Early adopters stream what they like more than they stream new finds. These listeners are twice as likely to be brand conscious. They stream hands on more than they stream hands off. These listeners are 94% more likely to buy the premium version of a product. Early adopters stream on repeat more than they stream on random. These listeners are twice as likely to keep up with the latest trends (Spotifyforbrands.com, 2018).

Marketing mix
As Spotify is targeting the 16-24-year-olds, who are already using the app the best way to convert them into paying subscribers would be to keep offering the student discount to them as it will make them more likely to purchase a subscription if they are only paying half price. This will, in turn, keep them in the Spotify system as long as there are no new features from the competitors. The promotion and place that would work best on this segment would be social media advertising on the internet, as nearly everyone in the UK between the ages of 16 and 24 uses social media on a weekly basis. According to the most recent report from Ofcom, 99% of those between 16-24 years use social media once a week or more. The age group also spends the most time on social media, an average of 2 hours 26 minutes a day — almost double the daily average for all adults 1 hour 16 minutes (Elder, 2018). The product that Spotify cant change much as it is already the market leader. If the product was to change it might drive users to other competitors.
To target the millennial market, it is best also to use the social media market as they are not much older than the 16-24-year-old segment mentioned above. The reason social media is such a valuable tool is that of the number of people who use it on a daily basis. Also, millennial like specific, targeted ads which get people involved think of the viral flash dance videos that were happening a couple of years ago, or the “Dear person” adverts that Spotify used last year in times square where they used their data and targeted people with rich listening histories. The price for the service cant change for Spotify users at this age as Spotify is still losing money so it would not make sense. Also, Spotify cannot raise the price as they won't be competitive anymore. For full paying customers, Spotify could offer bigger offline downloads library rather than the 3000 songs only currently allowed. 
The target market for the early adopter of new tech would be marketed towards through some different ways such as the previously discussed social media marketing. However, they could also be marketed towards though the newest products by integrating the service into every possible device. As Alex Ciccimarro former marketing director of Universal music group and former digital marketing manager of Atlantic records stated that “Marketing is headed to a connected home, Multi-level marketing as a whole. People want to watch their show, watch social media for the commentary, listen in to other content during the commercials, all done seamlessly. That is why it is so important to build a content strategy on all fronts, right now. As far as music, I think people want to see built out brands that are highly talk-able. That should lead to an increase in the level of premium content being produced” (Ciccimarro, 2018). For the tech people, the product could have specific content that can only be found on Spotify like exclusive artists or albums that cant be found on any other platforms. The price would have to stay the same for the reasons stated above. 

Measuring and evaluating results 
The objectives for Spotify are starting to make a profit by the end of 2020, add 13 million users by July 2018 and to convert the free users into paying subscribers and reach 95 million paying subscribers by January 1st, 2019. All objectives are achievable and to be able to look at whether the business is on track the business will have evaluations to discuss the objectives set out.
There are many different ways to evaluate the progress made by the business, but the proposed evaluation methods are; looking at subscriber numbers, this will help Spotify by letting them know if they need to advertise more in a particular month if the numbers are lower than they should be. Spotify should hold monthly or even biweekly meetings to discuss the progress of weather the user base is increasing and what corrective actions they can take if not. 
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