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Executive Summary
Universal Music Group is a leading music recording and publishing company. Incumbent firms, such as UMG, were heavily affected by digital disruption and they had to react by changing their business model from physical to digital, but also change their focus on music streaming than traditional recorded music. 
We will conduct a systematic analysis of the organisation in order to understand these changes and how the company reacted to the digital disruption. With this report we will analyse the internal environment of Universal Music Group, by using Porter’s Value Chain to examine all of their activities and how they are performing but also by identifying the strengths and weaknesses of the company.

Recommendations
We can see that UMG’s overheads from support activities are lower than the value that is created by primary value chain activities.
UMG has to:  
· invest more in to stay close with customers’ habits and latest trends in social media. Company has been successful in transferring most of its physical distributed music into digital as a reaction to digital disruption but now infrastructure is ready so it has to be proactive for any future disruption. 
· Identify and/or expand further into streaming and other innovative distribution channels. Streaming is already the main revenue stream for the company and now is the opportunity to be innovative and disrupt the disruptor.
· R&D in business models and technologies that will allow further sustainable growth. This type of growth will limit any technological disruption and/or anomalies in the future.
· Spend more energy and resources to festivals and music events. Most of our industry’s disruptors are not involved in festivals and music events. UMG has to strengthen its position and create additional revenue streams from this business.
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[bookmark: _Hlk5568364][bookmark: _GoBack]1. Introduction
Digital technologies have been a part of our everyday life over the past decade. Music industry is one of the sectors that was really affected by these new technologies and mainly by the online streaming. 2015 was a milestone year for streaming music. For the first time, streaming was the largest component of industry revenues, comprising 34.3% of the market, just slightly higher than digital downloads (Friedlander 2016). Incumbent firms, such as Universal Music Group, were heavily affected and they had to react by changing their business model from physical to digital and being focused on music streaming than traditional recorded music. We will conduct a systematic analysis of the organisation in order to understand these changes and how they reacted to the digital disruption. 

2. Value Chain
Porter (1985) suggests that understanding and adopting a value chain is a source to identify competitive advantage of a company. But because of the dynamics due to new digital technologies, and in order to adopt and react into the new environment, UMG had to change its business model and in order to do that it had to revisit its value chain analysis. 
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(Porter, 1985)
Primary Activities
Inbound Logistics: Artists and repertoire division has to manage the inbound logistics. It has the opportunity to keep low costs as most of their contracts are with long term partners. It can also identify new uncut gems and then sign, market and develop them. Artist management is something that wasn’t affected by digital disruption.
Operations: UMG can take advantage of economies of scales as it remains the giant of the industry. Having all these years of experience can easily increase its efficiency and produce songs and music on its own studios. 
Outbound Logistics: Similarly it can manage more efficiently the warehousing and distribution (physical & digital) having as a result cost reductions. This will be supported by new computerised fleet, but also by the increase of the digital distribution against the physical.
Marketing & Sales: UMG has a huge network of companies all over the world. Synergies can be made between UMG and Vivendi’s group of companies. Internet and advertising economies of scales will be created due to the magnitude of the group. 
Service: UMG was always a customer focused company and that’s the only way forward after the digital disruption. Customers changing habits and new technology pushes the company into a more customer centric approach. After sales service must be supported further. 

Support Activities
Firm Infrastructure: UMG is the industry’s leader with great global brands into its portfolio and diversification. It has to remain close to new customers’ habits and market trends.
Human Resource Management: Being a global company has to duplicate some of its departments. There is always room to reduce some corporate overheads, if UMG centralises further these activities. Easier said than done as the company has to recruit the best talents, train them, motivate them and for all these it needs a great HR department. 
Technology Development: UMG has heavily invested in technology from 2005 in order to react into the digital disruption. Mobile applications and new digital platforms for digital distribution have been created and R&D is working to identify new business models.    
Procurement: Global purchasing system will allow cost reductions, mainly in software and hardware but also in music equipment.
3. SWOT Analysis
A SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis is a useful tool to generate strategic options and assess the future course of action of a company Johnson, G., Scholes, K., & Whittington, R. (2008). As our scope is the internal environment we will focus on Strengths and Weaknesses.
Strengths
· Strong global Company with local expertise
UMG operates in more than 60 territories around the world including Australia, Brazil, France, India, Greater China, Japan, New Zealand, Russia, South Africa, and South Korea. Universal Music Group's parent company, Vivendi, is headquartered in Paris, France. (Wikipedia 2020).
· Large Parent Company
During 2015, in addition to its strategic transformation, Vivendi underwent an operational transformation. By integrating its business operations and encouraging synergies, the group showed its ability to form an integrated industrial group . (Vivendi 2015). Having a large parent company can give into UMG easy access to new revenue streams, either direct through collaborations or indirect through free advertisement. Some 40 potential collaborations between Studiocanal and UMG have now been identiﬁed (including biopics, documentaries and musical movies) (Vivendi 2020)
· Brand Recognition / Large Market Share
The biggest music company in the world, it is one of the "Big Three" record labels, along with Sony Music and Warner Music Group. (Wikipedia 2020).
· Rich History and Artist & Repertoire Portfolio
History is great for a company but in our case can be monetised. The rights of many artists and songs have created a revenue stream for UMG.
· Artists Management and music events / festivals
Artists management and events remained almost undisrupted and company has great opportunities to create new revenue streams. 
Weaknesses:
· Global Music Piracy
Although UMG is lobbying to governments in order to achieve strict legislations, piracy remains the biggest concern for the company.
· Technology
Digital Platforms such as Spotify and Amazon are more popular. They have also the know-how and an arsenal with new technology.
· Big Company
Company structured hierarchically and loses flexibility. Synergies cannot be met as planned because most of the business units are working in silos. 

4. Conclusions
Universal Music Group is a leading company of the music industry with great history and famous artist and repertoire. Given that a new challenge arises, to make music valuable, as it was for the previous generations.  
Moving forward to something less romantic, technology is a factor that has disrupted the music industry. UMG didn’t remain unaffected but reacted and stop the disruptor. Later on succeed to balance the disruption and use the technology in favour to its value chain. 
Technology along with innovation can provide solutions and new tools for the company in order to stay up to date in or even create market trends.
5. Recommendations
We can see that UMG’s overheads from support activities are lower than the value that is created by primary value chain activities.
UMG has to:  
· invest more in to stay close with customers’ habits and latest trends in social media. Company has been successful in transferring most of its physical distributed music into digital as a reaction to digital disruption but now infrastructure is ready so it has to be proactive for any future disruption. 
· Identify and/or expand further into streaming and other innovative distribution channels. Streaming is already the main revenue stream for the company and now is the opportunity to be innovative and disrupt the disruptor.
· R&D in business models and technologies that will allow further sustainable growth. This type of growth will limit any technological disruption and/or anomalies in the future.
· Spend more energy and resources to festivals and music events. Most of our industry’s disruptors are not involved in festivals and music events. UMG has to strengthen its position and create additional revenue streams from this business.
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