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Executive summary	                                   	                                       
[bookmark: _Hlk37002292]
This essay aims to analyze Netflix Inc, a company that disrupted the industry of  home video entertainment, reshaping its business model around the digital streaming technology.  
After an introduction of the company, its business model, and competitors, it will be done an internal analysis of the organization.
Will be presented also the marketing strategy, the target consumers, strengths, and weaknesses.
As appendix I have added a chapter related to the Marketplace which provides interesting insights, and it makes the analysis done more comprehensive.  
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Netflix Inc is a streaming entertainment service company with 208 million paid memberships, including 74 million in the United States and Canada, in over 190 countries. Service subscribers can watch the video contents as much as they want, anytime, anywhere, on any internet-connected screen. The catalogue contains TV series,
 documentaries, and Movies, most of them available in 4K resolution (Netflix, 2021).
The company was founded by Marc Randolph and Wilmot Reed Hastings Jr. on August 29, 1997, and is headquartered in Los Gatos, CA (CNN Business, 2021).
It operates through the following segments: Domestic Streaming, International Streaming and Domestic DVD. This latter covers revenues from services consisting of DVD-by-mail. (CNN Business, 2021).
Together with Disney, WB, Paramount Pictures, Sony and Universal Pictures, Netflix is a member of the Motion Picture Association (MPA), which promote and protect the intellectual property rights of these companies (Motionpicture.org, 2021).
According to Forbes, at the end of 2020 the company had revenues for 20 billion Dollars and a market capitalization of 220 billion Dollars. The overall number of employees is 9400 (Forbes, 2021).
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The initial business model of Netflix was focused on DVDs rental sent to the customers by mail. Basically, customers were able to rent DVDs from the Netflix website and receive them at home. In 2007 the company started its streaming service via Internet. The technology used is also known as “Over the top” or simply “OTT” which refers to film and television contents provided via a high-speed Internet connection rather than a cable or satellite provider (Investopedia, 2021).
The three main OTT models are: 

· AVOD (Ad-Based Video on Demand).With this model, consumers can watch videos for free as the businesses generate revenue with ads. The most famous example of AVOD business is the non-premium version of YouTube (Mazsystems.com, 2020).

· SVOD (Subscription Video on Demand). With this model, users pay a monthly fee in exchange for instant access to a streaming library consisting of movies, TV shows, and other media content. Netflix, Disney+ and Amazon Prime Video are some examples of SVOD Business (Statista.com, 2020).

· TVOD (Transactional Video on Demand).  Customers buy or rent videos one at a time. TVOD is also sometimes known as pay-per-view (PPV). Rakuten TV is a famous example (Mazsystems.com, 2020).

Since 2012, Netflix has taken a more active role as producer and distributor of contents named as "Netflix Original”. 
Therefore, since its foundation, the company has dynamically changed its business model becoming a “Digital Media” producer and distributor starting as DVD rental company.
Dave Chaffey defined Digital Media as “Communications and interactive services based on digital content accessible through different technology platforms and devices including the Internet, web, mobile phones, computers, TV and digital signage” (Dave Chaffey, 2020).
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· Segmentation: Since 2006 Netflix has stopped segmenting its members by geographic area and started treating them as global members of a community with similar preferences in term of show genres (Hitesh Bhasin, 2019). 
· Targeting: 18-40 years is the majority of the subscribers as shown in the Figure 1. 

[image: Netflix US penetration by generation]
Figure 1 – %Share of adults with a Netflix subscription in 2020, by generation – Source: Statista.com

· Positioning: Positioned as a subscription-based video on demand platform, easily accessible from anywhere anytime on different type of device (Hitesh Bhasin, 2019).
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According to CIPD a “PESTLE” analysis is a framework to analyse the key factors influencing an organisation from the outside. It offers insight of external factors impacting the organisation and helps managers on making strategic decisions” (CIPD, 2020).
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Political: 
· Netflix has restrictions in Crimea, North Korea and Syria and it still not present in China due to permission issue from Chinese government.
· Due to censorship in some countries, the content catalogue is subject to limitations.

Economical:
· Fluctuations of the US Dollar exchange rate impact revenues and also the service subscription price.

Social: 
· The company has good brand reputation, and the employees are happy with their job (Inc.com, 2020).
· Social trends are showing that customers are moving to watch video on their smartphones rather than traditional screens (Ndp.com, 2016).

Technological: 
· Advanced compression algorithm to improve the quality of streaming with less data utilization.
· Focus on AI used by the company to analyse the customer preferences and behaviour.

Legal:
· Battles against “geoblocks”, video piracy and copyright infringements.

Environmental: 
· Reduction of carbon footprint using renewable energy sources (Independent, 2021).
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SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. “It is a framework for matching an organization’s goals, programs and capacities to the environment in which it operates” (CIPD, 2020).
Strengths and weaknesses are internal factors on which the company can have some control over and can change. Opportunities and threats are external factors on which the company can take advantage of opportunities and protect against threats.

	STRENGTHS
	WEAKNESSES

	- Netflix is world leading video streaming with presence in 190 countries.
	- Service is available through high-speed broadband that is not available to everyone and across all countries.

	- Big brand name with strong brand association.
-Incumbent negotiation power with studios.
	- Netflix’s supplier of contents are becoming competitors (i.e. Disney which in turn owns Marvel Studios).

	-High quality “Originals” contents.
	- Huge investments in original content lead to a shrinking catalogue.
- Declining new subscribers.

	OPPORTUNITIES
	THREATS

	- Millennials and Gen Z prefer online content streaming.
	- Increasing competition from brand-recognized former partners.
- Dependency of revenue on fluctuating exchange rate.

	- Expansion of optical fibre and 5G.
- Videogame streaming service.
	- Rising subscription prices could lead customers to switch to competitors.
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Porter’s value chain is a business model the range activities required to create a product or service. the model is shown in the Figure 2.
Analysing the value-chain a company can take actions to increase the production efficiency.
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Figure 2 – Porter’s value chain model – Source: Investopedia.com
Primary activities are the fundamental one directly related to the service or product. Instead, support activities, even if directly related to the company, are crucial for the long-term success (bstrategyinsights.com, 2021).

Netflix’s Primary Activities:
· Inbound Logistics.  This regards how the process sources its operations.
For Netflix this means all the partnerships with production houses in order to fill the catalogue with video contents. However the company create the value when contents are exclusively streamed on the platform as first time ever.
Other than the partnerships, Netflix has its own productions (the “originals”).

· Production. These are the activities to convert “Inbound” to “Outbound” logistics.
For Netflix this is represented by the management of its platform. 

· Outbound Logistics. These are the activities for delivering the services to the customers.  
For Netflix these mean the Website and the Apps that customers use to stream and downloads the contents.

· Marketing and Sales. These are the activities to promote and sale the service.
Marketing campaigns and price lists of Netflix are quite transparent, and the company do not make false commitments about its service. This has allowed to gain a strong reputation among the customers.

· Service. These are the services offered to achieve the customer satisfaction. 
The Netflix customer service operates worldwide and available 24/7.

Netflix’s Supporting Activities:

· Firm Infrastructure. These include activities like legal, finance, quality, and planning.
As the company is leader of the market it means that the infrastructure successfully cooperates with other parts of the business.

· Human Resources Management. Netflix has a good level of employee satisfaction (Inc.com, 2020).

· Technology Development. These activities are really important for Netflix as the technology is the core of the platform and it is the key to generate competitive advantage.

· Procurement. For Netflix, the procurement is related to the activities in obtaining copyright licenses from outside production houses (bstrategyinsights.com, 2021).
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The marketing mix is a conceptual framework that identifies the main decisions managers make in configuring their offers according to the needs of consumers. The tools can be used to develop both long-term strategies and short-term tactical programmes (Palmer, 2004).

The marketing mix of Netflix consists of:

· The Product offered is the subscription which allows the customer to get unlimited access to the contents catalogue. The company produces also the “originals” which are exclusively streamed on the Netflix platform.
· Place. It is a completely online service.
· The company offers three different packages (Normal, Standard and Premium) at different Prices.  
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· Promotion. The company uses different communications channels for marketing its services. However social media is the most important one as it has a strong presence across different social media platforms such as Twitter, Facebook, and Instagram to attract the customer by posting and uploading new information (Unmetric.com, 2019).
Netflix also owns a YouTube channel where trailers of new productions are streamed.
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Netflix was able to revolutionize the home video entertainment industry that was previously focused on DVD support and in doing so created a new market based on Internet-provided digital streaming services (OTT).
The fact that Netflix entered this market as the first player has generated a competitive advantage for the company which has seen its subscribers increase exponentially from 20 million in 2011 to over 200 million by the end of 2020, becoming the global market leader in streaming platforms with presence in more than 190 countries. See the Appendix for more details. 
Additionally, the industry's incumbent position has given it more power to negotiate with the studios.
However, in recent years the company has seen a slowdown in the growth of new subscribers due to the fact that new competitors have entered the market mainly because some of them were Netflix content providers. In this perspective, Amazon Prime Video and Disney Plus are today the most significant competitors. 


Recommendations:
· Netflix needs to continuously work on its technology to improve the user experience.
· The company should reduce the portion of third-party content and focus on its original content that cannot be easily replicated by competitors even if it requires heavy investment.
· Look at the possibility of entering the gaming streaming service market.
· The company needs to make changes to its business model because it can be easily replicated by any other online streaming platform.
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Since the company started offering streaming contents, the number of the service Subscribers has seen a strong growth. The Figure 1 shows the subscribers trend from 2011 until 2020.
Netflix disrupted the market providing an innovative service and in fact it created a new market. This competitive advantage has allowed the company to grow exponentially in the new market and becoming an “incumbent” of the industry.
At the same way revenues followed the same trend of the subscribers, as shown in Figure 2.
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Description automatically generated]Figure 1 – Worldwide Netflix paying streaming subscribers (millions) – Source: Netflix 2020
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Figure 2 – Netflix Revenue vs Net Income (yearly) – Source: Netflix 2020

However, even if the company surpassed the number of 200 million subscribers at the end of 2020, the global market share fell from 29% in 2019 to 20% in 2020 due to the increase of the number of competitors in 2020 as shown below in Figure 3.
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Figure 3 - Global Market Share of OTT Streaming Platforms 2019-2020 – Source: Forbes 2021

In fact, in recent years, companies like Apple, Disney, HBO and Peacock have entered the market challenging Netflix, Amazon Prime Video and Hulu. This has caused a slowdown in the growth of new subscribers, mainly in the US domestic market (Businessofapps.com, 2021). 
The Figure 4 shows the number of subscribers among the various competitors.
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Figure 4 – Netflix users vs other streaming services (global) – Source: Forbes 2020

According to Investopedia (2020), even if Netflix is the world largest subscription service for movie and television contents, Amazon Prime Video and Disney Plus are the most significant competitors. The first one because boosted by the Amazon shopping platform and for the cheaper price. The second one because of the several rights acquisitions during the past 70 years.
For the completion of the analysis, the Figure 5 shows the UK market share of the 3 main players of the OTT market as per the 2020 Ofcom report.
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Figure 5 – UK Market Share of OTT Streaming Platforms in 2020 – Source: Ofcom 2020
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