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Introduction
This report provides a systematic analysis of Netflix. It analyses the internal workings of the company utilising Porters Value Chain (Appendix A) and analyses the company’s strengths and weaknesses. Founded in 1997, Netflix transitioned from a DVD-by-mail service to the world leader in streaming services. It capitalised on emerging technologies and now services an audience of around 195 million subscribers from 190 countries. In 2020, the company’s net revenue was almost $25 billion. In the first quarter of 2021, Netflix generated total revenue of over 7.16 billion U.S. dollars, up from about 5.8 billion in the corresponding quarter of 2020. Stoll, J (2021a) 
As of 2020, Netflix employed approximately 9,400 full-time workers, over double the number recorded in 2016. Stoll, J (2021b) 






Porters Value Chain
Porters value chain is a useful strategic management tool. Porter, M.E. (1985) 
It works by breaking down an organisations activated into strategically relevant pieces. When applied to Netflix, we must take into consideration that all activities are not of equal importance. 
Here is the list of primary value chain activities as proposed by Porter:
2.1 Primary Activities
The primary activities of Netflix are selling digital content to customers using targeted, local content, they are also involved in producing original content for distribution.
2.1.1 Inbound Logistics
Inbound logistics include the use of licensed content and the production of their own original content. It has good relationships with their suppliers and Warner Bros and has a large demand for original content. It relies on Amazon cloud computing and its own in-house Open Connect content delivery network.


2.1.2 Operations
Netflix has stayed consistent with their user interface and operation layer; the model is a simple one.  From studios with complete releases, to original content developed in-house, to encoding, quality checks and production on the Netflix website and app. Licensing of content in different countries and for different timeframes is a complicated legal process which involves legal departments across the globe.
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2.1.3 Outbound Logistics
Netflix outbound logistics are primarily the servers needed to provide the content to the subscriber, in the format that they demand it, the service must be available 24/7 across multiple countries. Delivering the final releases of digital material needs careful algorithms, so that different countries and copyright laws are not affected by the licensing agreements. Nguyen, C (2020).
2.1.4 Marketing and Sales
Netflix is very well known in the marketplace, advertising new and exclusive content. They have a very good reputation for delivering original content which is of a very high standard. The ‘Coming Soon’ sections, with trailers of new and existing shows entices customers both new and existing to subscribe. Sales are automated through automatic payments via card or bank payments.
2.1.5 Services
Supporting 195 million customers can be a daunting tasks, but due to the automated nature and the un-subscribe feature, this is a seamless process. Netflix has received criticism for original content in certain countries and must keep pace with regional legislation and licensing.
2.2 Secondary Activities
The primary activities are supported by Secondary activities within the organisation, they play an important role.


2.2.1 Firm infrastructure
The firm’s infrastructure is important to maintain the high standard expected by the subscribers to the service. It has function groups, geographical divisions and a separate division for products and operations (Anderson, D 2019) 
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2.2.2 Human resource management

With over 9,400 employees across the world, embracing different cultures and regional employment laws, this is an area where Netflix need to ensure they effectively manage their workforce and utilise the talent and commitment needed to produce original content, which is marketable to their customers worldwide, as well as regionally. The company’s culture document puts it this way “We focus on managers’ judgment through the ‘keeper test’ for each of their people: if one of the members of the team was thinking of leaving for another firm, would the manager try hard to keep them from leaving? Those that do not pass the keeper test (i.e., their manager would not fight to keep them) are promptly and respectfully given a generous severance package.” (Roettgers, J. 2017a).
2.2.4 Procurement
Netflix has concentrated on licensing opportunities for popular TV shows and utilising box sets, and new releases of films, but has shifted strategy in 2020 / 21 to more original content, where the content is only available on Netflix and not available for free elsewhere (YouTube for instance). With their rivals such as Disney Plus having access to exclusive Disney movies this strategy to produce original content can be expensive, but when shows become popular, subscribers will wait for new seasons and will become ‘hooked’ on shows and binge watch them in anticipation of new shows.



Strengths
Netflix strengths come from brand awareness, the quality of shows offered and the reliability of their platform. On demand services require a stable platform which delivers the content to the subscriber immediately in an easy-to-use interface. 
High Profitability
Netflix is moderately profitable, with an operating profit of $1.9 billion in 2019 Stoll, J (2021a). Netflix state that around 90% of the value of a show is expensed within 4 years of its debut. 
The operating model of Netflix means that adding subscribers incurs little or no additional cost as the platform has been developed to allow for growth and for the subscriber base to grow, adding extra services to provide the on-demand service comes at a low cost due to their own in-house content service.
The company is re-investing profits into original content and building a competitive advantage, that does not erode easily over time.
Global presence
Netflix is a global brand, recognised across the world. Subscriber numbers continue to rise across the world and into emerging markets, especially as the internet connectivity in areas increases to allow for the content to be streamed.
By keeping the user interface consistent, in multiple languages and keeping the pricing low it has attracted subscribers across the globe.
Original Content
By developing original content, Netflix are not having to pay expensive licensing costs to other suppliers for content. Expenditure on original content can be high, but over time, subscribers attracted by the content will cover these costs and make the original content profitable. Spangler, T. (2016). 
By analysing the data on titles accessed, they can establish how successful original content can be and which titles people are viewing. This is invaluable. However, Netflix will continue to fill the gap using others’ content. Still, the costs will be much lower, and the platform will have strengthened its profitability by combining higher subscriber income with lower operating expenses.  Netflix streamed more than 250 million hours of movies and TV shows to its members on January 8 (Roettgers, J. 2017a).
Innovation
Netflix continues to invest in Research and development and by utilising the data and analytics, they continue to have good user retention. It uses the data to provide recommendations to the customers.  It also provided extra bandwidth efficient technology for airline carriers across the globe to form partnerships with more airlines. Spangler, T. (2017).
According to Netflix:
“In addition to choosing which titles to include in the rows on your Netflix homepage, our system also ranks each title within the row, and then ranks the rows themselves, using algorithms and complex systems to provide a personalized experience. To put this another way, when you look at your Netflix homepage, our systems have ranked titles in a way that is designed to present the best possible ordering of titles that you may enjoy.”


Weaknesses
Heavy operating expenses:
Netflix incurs costs associated with the acquisition, licensing, and production of content, it also invests heavily in R&D and marketing. Many licenses are for a set period and require renewing periodically. Many competitors are now competing for the licenses which increases the cost of the license.
Mainly dependent on the US market:
Netflix continue to rely on the US and Canadian markets for a large proportion of its net revenue. It will need to increase its penetration of Asia and European regions to continue to grow.
Substantial long-term debt: 
Netflix has accumulated heavy long-term debt, which can be a cause of worry for the investors. The long-term debt of the company according to its annual report for 2019 grew by around 42% to $14.8 billion from $10.4 billion in 2018. (Trevis, T 2020)
Competition
Netflix is losing market share; it is in decline. Two years ago, Netflix accounted for 64.6% of on demand for streaming services, in 2021, this is now 50.2%. This is mainly due to new competitors entering the marketplace such as Disney Plus and Apple TV+. 
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To compete with these services, Netflix must continue to provide the original content to compete with other companies. Amazon Prime play a major part in this as their main competitor, they also provide a bundle of services for the Amazon platform, which Netflix cannot compete with, and they have the financial backing to purchase licenses and other content, taking them from the Netflix platform. As Amazon own AWS, they already have the infrastructure to upscale their offerings.
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