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[bookmark: _Toc30972]1.Introduction 
Kugou Music (Kugou) is one of the most widely used music player software and the largest music sharing software in China. Ever since Kugou was founded decades ago, it has been committed to the development and dissemination of digital music in China through technological innovations. It has strategically cooperated with various famed record labels and copyright management agencies, and accumulated millions of legal and exclusive digital music copyrights (Kugou Music, 2018a). Kugou has created a wide range of advanced technologies, including shared interactive networks, music recognition technology based on Big data, and music customized recommendation based on Artificial Intelligence (Kugou Music, 2018b). The presentation shed light on the external marketplace within which Kugou operates. This supporting report focus on the internal side of Kugou, including organizational structure, and strengths and weakness.


[bookmark: _Toc10426]2.Porter’s Value Chain analysis
The porter’s value chain has been widely adopted as a useful technique for analysts to gain more insights about an organization’s internal environment. The battlefield of the digital music industry in China is a scene of fierce competition. In order to figure out how Kugou can success in the ever-changing and dynamic digital music industry, it is thus necessary for us to take a closer look at its internal organization. Porter’s value chain model has two generic categories of organizational activities, including supporting activities and primary activities (Porter, 2001). 

[bookmark: _Toc31283]Primary activities
Inbound logistics: inbound logistics refers to the receive, storage and distribution of inputs within the organization. The traditional inbound logistics in the music value chain was characterized by the receive, storage and distribution of physical CDs. However, the digitalization of the music industry makes less inbound logistics are involved in the value chain. There are, though still some inbound logistics including warehousing and distribution of physical materials. The physical resources used by Kugou include but isn’t limited to office supplies, physical material for offline advertising, hardware, etc. However, the above tangible resources used by Kugou are only secondary due to the nature of the digital music business, and the primary resources of Kugou (such as customer information or customized contents) are intangible. Thus, from this perspective, inbound logistics activities of intangible resources are highly cost-effective.
Operations: operation activities refer to activities that help the company to transform inputs into outputs. As identified in the presentation, there exist three primary ways for digital music providers to generate revenue, respectively customer subscription, advertising and exclusive copyrights  (iResearch, 2019). The ways Kugou generates revenue define its primary operation activities. In order to attract customers from different age groups, with different backgrounds and educational level, the most important operation activities for Kugou is to enrich its database continuously (Riverton Roll, 2019). Under the strict regulations of Chinese governments in the protection of intellectual property, it will be harder for music providers to get free supplies of music and for the customer to download music freely (Outdustry, 2017). Under this backdrop, the primary approach for Kugou to enrich its playlist is to acquire more legal copyrights from various record companies or individual artists. Besides, precise advertising feeds based on big data is another primary operation activity. There are several generic advertisings in Kugou, commercial advertising for other brands to generate more revenue and self-advertising with some famed artists for Kugou itself to attract subscribed users (Kugou Music, 2018a). At the same time, Kugou is also engaged in the critical evaluation of its current service delivery with the view of promoting subscription and enhancing user experiences. 
Outbound logistics: outbound logistics refers to the warehousing and distributing of outputs to end-users. Due to the nature of the digital music business, there are not primary outbound logistics involved in Kugou’s value chain. The provision of legal and attractive contents to its users via its respective API may belong to outbound logistics in this regard. Meanwhile, Kugou has committed to reducing the music loading and downloading time by pre-fetching its music datasets. This action provides Kugou with extra competitive advantages in this outbound logistics (Negus, 2019).  
Marketing and sales: marketing and sales refer to create channels through which the end users can purchase Kugou’s services. The number of employees engaged in marketing and sales activities increased by 16 % in 2018 compared to 2017 (RADII China, 2019). At this stage, Kugou will also highly the differentiation points of their digital music services to persuade the online users that its offering is differentiated from other digital music providers. Typical marketing and sales activities involved in Kugou’s value chain include advertising, online and offline promotion, channel selection, coordination with business partners, partnership with channel members, etc. 
Services: services regard to the pre- and post-sale services offered by Kugou for its end-users. Services pay an essential role in developing customer loyalty and enlarging customer base in the era that people are putting increasing attention and emphasis on experiential products. Kugou does not have physical offices, especially for customer services due to the online nature of digital music dissemination. Range of Kugou’s customer services channels include e-mails, phone calls, and online sharing communities. The ultimate goal for Kugou’s pre- and post-sale services is to provide superior music experiences for its customers.
[bookmark: _Toc3168]Supporting activities
The supporting activities also play a critical role in facilitating and streamlining the primary activities. Kugou can benefit from a well-coordinated and established supporting activities. 
Firm infrastructure: firm infrastructures denote support the supporting system of Kugou, and the functions that allow Kugou to maintain its routine operations, including subscription management, legal issues handling, data mining and analysis for music customization and precise recommendation, information feeding, accounting, etc. 
Human resource management: Kugou has attempted to attract the most talented candidates with ambitions and interests in the digital music revolution. The strict and robust regulation on the recruitment, selection, training and developing, reward management has enabled Kugou to cultivate the most competitive talents. For new employees, the human resources department of Kugou will arrange on-the-job training and provides corresponding professional training according to the needs to help new employees quickly integrate into Kugou. For vocational training, the company regularly helps employees with their careering planning and offering free programs to enhance their skillsets. For higher level management training, Kugou pays attention to the cooperation of the management team, establishing a management personnel training system to improve efficiencies. At the same time, it strives to cultivate excellent management talents that adapt to the rapid development of the digital music industry. 
Technological development: technological developments refers to the technological supports for other activities. In an advanced technological era and operated in the digital music industry, nearly all activities involved in value chains rely on technological supports (Koc and Bozdag, 2017). Meanwhile, the technological integration among different activities is built upon technological development. The typical technological development activities in Kugou’s daily operation include technology-assisted customer services, data filtering, storage, structuring, analysis and visualization, content design, etc. 
Procurement: the procurement activities demotes the purchase of inputs. Indicated by the nature of the online business, the inputs of Kugou may rage from computer equipment, office commodities, materials for an offline advertising campaign. Kugou has established a good relationship with various suppliers to enhance its cost advantage in procurement. 


[bookmark: _Toc2045]3.Internal Strengths and Weakness

Strengths
As a digital music provider with a long history, Kugou Music so far has accumulated with 20 million monthly active users, ranking as the No.1 digital music providers in China. The well-reputation of Kugou Music has made many record labels willing to establish a long-term strategic partnership with Kugou. Thus, besides a large customer base, Kugou also has a large music dataset with many exclusive copyrights. all the years, Kugou has been committed to helping with the development of independent artists who have strong personal styles (China Daily, 2017). That is to say, Kugou not only provide mainstream music for most of the people, it also provides non-mainstream music for a niche market. Another strength of Kugou lies in its innovative gene. All the years, Kugou has attempted to created various innovative technologies to help enhance user experiences, including highly efficient distributed non-centralized search for music, personal music recommendation based on Artificial Intelligence, and automated playlist formulation based on Big data (Kugou Music, 2018a). 

Weaknesses
In order to help with the development of independent artists, Kugou has allowed Independent artists to upload their own songs to Kugou by their own. However, Kugou‘s regulation over independent artists has lagged behind their ambition. Kugou has suffered from scandals on the piracy issues resulted from independent artists operated all the time (Tang and Lyons, 2016; Kim et al., 2018). Besides, although Kugou has some exclusive copyrights of some large record labels, it did not have legal copyrights of some emerging record companies. Meanwhile, as other competitors started to probe into the overseas market due to the strong support of their mother companies, Kugou currently still focus on the domestic markets and urban markets. 
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This short paper has analyzed the internal environment of a Chinese digital music provider-Kugou. The summary of value chain analysis denotes that Kugou remains an enterprise with high adaptability with the ever-changing external environment. Innovative technologies have been an important factor that helps Kugou to sustain its success so far. The identification of internal strengths and weaknesses indicates that Kugou can continue their success by staying up to date in market trends through leveraging their strengths and eliminate weaknesses. Once the obstacle being clear, Kugou can make digital music experience valuable to its customers.
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