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An Internal Environment Analysis of Sony Music UK

Executive Summary
This report has provided an internal analysis of Sony Music UK to identify its strategic choice to deal with digital disruption, which has greatly changed the traditional music industry. It is going to be expanded from three aspects. Firstly, the value chain model will be applied to explore how value is created and delivered within Sony Music and its customers. Secondly, the SWOT analysis will be carried out to summarize the strengths and weaknesses of Sony, so as to further study the strategic choice. Thirdly, it will mainly focus on digital disruption, as well as the strategy Sony has applied to deal with it to achieve its business success. Last but not least, several recommendations will be put forward for Sony to make further improvement.

1. Introduction
Sony Music evolved from Columbia, which remains the oldest label in the history of recorded industry since it was formed in 1887 (Sony Music UK, 2019). Known as the second largest music company in the world, Sony Music Entertainment is a global recorded music company with a current roster including a lot of local artists and international superstars. Sony Music UK is owned and operated by Sony Music Entertainment in the United Kingdom. Since 2014, Jason Iley has been Chairman and CEO of Sony Music UK. Though owned by Sony Music Entertainment, Sony Music UK has standalone operations in the UK to promote musicians within the UK(Brandle, 2014). 

2. SONY MUSIC INTERNAL ANALYSIS
To analyze the internal environment of an organization, the resources and capabilities will be of great significance(Grant, 2015). Sony Music has many resources in terms of its invisible wealth of artists and recorded catalogs. These capabilities has helped build up its competitive advantages.
2.1 TEH VALUE CHAIN ANALYSIS
To critically evaluate the internal environment, the Value Chain model is applied here. From the chart below, it can be learned that Sony Music has many capabilities to support its business, including human resources, advanced technology, as well as systematic product processing techniques. Among these capabilities, the strongest one can be regarded as its diversified roster of local and international artists. This company runs a wide range of music genres, including Hip-Hop, Pop, Rap, R&B, as well as classic music. Considering that the recorded music industry has greatly relied on the human-capital intensive relationship and highly depends on what the artists produced, it will be of great importance to maintain the good relationship between artists and consumers. 
[image: ]
The goal of the producer is always to provide their customers with right music and music from the massive pool of talented artists. The value chain analysis can be mainly divided into two parts: the primary activities and support activities. The primary activities tend to be associated with products and service, as well as the targeted customers; while support activities usually refers to the capabilities and hardware of a company, including human resources activities, technology development, as well as the merger and acquisition to restructure the company. These two activities are of equal importance for a company to maintain its competitive advantages while competing with others. The Originally Sony Music Entertainment(SME) was recognized as Sony BMG because it was a joint venture between Sony and Bertelsmann BMG in 2004(BBC NEWS, 2004).  The large merger created a music giant that was able to propel Sony BMG into the number two position past EMI. The buyout was beneficial since it ended a partnership that was often times turbulent between Sony Music Entertainment and BMG Entertainment, and had prepared Sony Music enough resources to stand out from competitors(Cihak, 2018). The music piracy that arises in the present time has been a big threat to the music recorded industry. Sony Music strives to handle this matter legally and commercially by persuading the people especially young to stop and avoid piracy. After several failed attempts of using sometimes illegal means of technology to stop music piracy, SME opted for a more preventive rather than reactive approach.  They finally realized it was better to appease the very people who are the main contributors to their revenue stream, rather than fight them.  Therefore, as slow as SME were to adapting and embracing digital music, when they did made the switch, they launched a service with a proprietary encoding system that required no specific support in its players to accommodate the typical MP3 format (MobileCast, 2008).  The technology enables Sony Music to develop a flexible and powerful system providing much more clarity and efficiency throughout the company. 

2.2 THE SWOT ANALYSIS
A SWOT can provide a clear conclusion about the strengths and weaknesses of an organization, so as to generate proper strategic choice(Esmeralda, 2018). Having analyzed the internal resources and capabilities of Sony Music, its SWOT can be developed as follows:
Strengths(S): The strengths main include the big market share in recorded music industry, adequate capital support, as well as its strong brand reputation around the world. 
Weaknesses(W): As mentioned above, the piracy has always been the biggest problem for all music publishers.
Opportunities(O): Increasing number of people will pursue high quality music, and this will be a good chance for Sony Music to attract new customers.
Threats: Physical sales are decreasing due to digital music. People are more attracted to download a song rather than buy the whole album. Digital technology will serve as both chances and challenges(UK Essay, 2018).
2.3 DIGITAL DISRUPTIVE STRATEGY ANALYSIS
As is often the case, a large company will always adopt several strategies to guide its development. But what is to be mentioned here is mainly about digital disruption. NewsBlaze(2005) reported that Sony Music aggressively pursue its digital distribution strategy and exploit new opportunities in packaged media from formats such as UMD and Blu‐ray disc. The goal was synergy.  They want to link all the segmented digital music efforts such as in the hardware, online sales, and software units to assist the company in creating a more user‐friendly digital music system (Williams, 2007). By working closely together, it will make it easier and more efficient to innovate MP3 formats.  In addition, pursuing the digital distribution method will also help SME cut down on its manufacturing costs. 

3. CONCLUSION
Sony Music is at the forefront of digital innovation, designing and building technology platforms for a host of clients and partners around the world. The digital technology has transformed the traditional recorded music industry, what remains the same is the fierce competition. In order to stand out from other companies, there is still a long way to go. The first step is always to make out the resources and capabilities of the company itself, as as to build up competitive advantages. The value chain and SWOT analysis can be good tools for guidance. Digital disruption is inevitable for any organization within this industry. It can add great value to companies service if applied well. And such added values will attract more consumers directly or indirectly.  

4. RECOMMENDATION
This report has analyzed Sony Music mainly from the perspective of internal environment analysis and digital disruption. Towards these two aspects, two recommendations can be made here which may be a guidance for its future development.
Firstly, Sony Music can add more contents to their online business. As a result of digital disruption, the streams revenues come to overwhelm traditional ones. It has suggested that online medium have great potential for the further development of recorded music industry. For example, to invest more time and money in online subscription service with some popular singers who are not so widely-known.
Secondly, Sony Music can also cooperate with new-coming industries to broaden its marketplace. For instance, there are many live shows on the internet. The Sony Music can also develop a service like this. In this way most customers can have a chance to communicate with their idiots in the chatting room. This will undoubtedly increase the influence of the company.
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