






Contents
Executive summary	2
1.	Introduction	3
2.	The Internet and Digital Technology	3
3.	Overview of Netflix	4
3.1 Netflix Overview and Key Statistics	4
4.	Netflix Business Model	5
5.	Netflix Strategic Analysis	6
5.1 PESTEL Analysis	6
5.2 SWOT Analysis	6
5.3 Porter Five Analysis	7
6.	Netflix Corporate Strategy and competitive Advantage	8
7.	Netflix’s Growth Strategies	8
8.	Netflix and digital innovation	9
9.	Recommendations	10
10.     References	10



















[bookmark: _Toc74984410]Executive summary

This business report, as set out in the part 1 assessment for MBA - Digital Entrepreneurship module, critically evaluated the market position of Netflix and analysed the company in light of digital disruption and the nature of opportunity affecting the media industry due to digital explosion in technologies. 
The findings were based on the analysis of Netflix as company from both micro and macro-economic viewpoint, as well as the wider market conditions of media and streaming market place using PESTEL, SWOT and Porter's Five Forces analysis. 
The paper started with the historical overview of the media and communication industry, and the different disruptions that have happened in the ecosystem since a painted wall on a cave was found on the Indonesian island of Sulawesi Forty thousand years ago. Then concluded on how the digital technology became a game changer on how consumers see and consumer media content and how Netflix have taken full advantage of this changes in technology and consumer test to transform to position itself as a market leader and the biggest media company in the world today. The report recommended that Netflix can keep its market position, by leveraging on its current position and the latest technology such as (Cloud, Artificial Intelligent and Data Analytics) and the unsearchable test of consumers wanting to consumer media content anytime anywhere and from any device. 

1. [bookmark: _Toc74984411]Introduction

[bookmark: _GoBack]The media industry covers a wide variety of areas ranging from advertising, broadcasting and networking, news, print and publication, digital, recording, and motion pictures [8]. This growing diversity in the media landscape came as a surprise to a lot of established media companies but became a dream come true for the consumers. Trying to define media in this digital age is like shooting at a moving target because the of the speed of evolution. Forty thousand years ago a painted wall of a cave was found in the Indonesian island of Sulawesi, experts don’t know exactly what purpose the paintings had, but most believed that this was the first form of media communication [8]. 
The first Mas media was paper, invented in China in about 100 BCE, by 1895, the Lumière brothers gave the world its first moving pictures in Paris, while Samuel Morse code brought about telegraph in 1835. Alexander Graham Bell invented the telephone in 1876 and by December 1901 Italian inventor Guglielmo Marconi raised a radio antenna, five years later in 1906, Reginald Fessenden was able to transmitted speech across the Atlantic.  1920, saw the first radio station and eight years later in 1928, pictures were added to sound of radio communication and the television was born [8]. 
2. [bookmark: _Toc74984412]The Internet and Digital Technology

Digital processes have changed how media is created, distributed and monetized, traditionally media industries focus is on creating content and optimizing distribution, but today companies has automated this, digitizing catalogs and inventories, launching new rights management systems and writing algorithms to create content [7]. The first wave of digital disruption of the media industry started in the late 1990s, when Napster and file sharing suddenly appeared on the scene, this was quickly followed by the second wave in the early 2000s when media companies realized that file sharing had fundamentally changed how people wanted to access music and content [7]. The late 2000s saw the third, when mobile, social and the cloud grew in importance and consumers began to expect access to their music, books, and films anywhere and anytime. Recent advancement in digital technology have seen internet of Things (IOT) and Data Analytics change the media landscape once again, media is no longer broadcasted, but personalized, providing new opportunities for new organizations to disrupt the media ecosystem once again. 
3. [bookmark: _Toc74984413]Overview of Netflix

Blockbuster was the first media company to think of delivering material via streaming technologies, before Netflix came to the party [1]. Blockbuster investigate the prospect of making its content library available to customers online in the early 2000s, however, because of the very slow speed of dial-up internet connections at that time, Blockbuster streaming services never take off. Netflix started off as a purely a movie rental service company, customers ordered movies on their website, and the DVDs is delivered by post and when they finish they would simply return them back by post [2].
In 2007, Netflix disrupted the media industry for good, they introduced their streaming service business model with 1,000 titles, called "Watch Now", this service allowed members to use their personal computers to instantly watch television shows and movies and by the end of 2007, Netflix had 7.5 million registered users. In 2016, Netflix have expanded to 190 countries, offering programms in 21 languages, they also unveil their ‘Download’ feature, service which allowed members to download TV shows and movies for offline viewing [5]. 2017 saw Netflix won its first Academy Award, with "The White Helmets" helping it reach an astounding 100 million subscriber worldwide and by 2019, Netflix have become the biggest media company in the world by market valuation [2].
[bookmark: _Hlk73570857][bookmark: _Toc74984414]3.1 Netflix Overview and Key Statistics
	Founded
	1997

	HQ
	Los Gatos, California

	People
	Reed Hastings (co-CEO, founder), Ted Sarandos (co-CEO, chief content officer), Greg Peters (COO, CPO)

	Company type
	Public (NASDAQ: NFLX)

	IPO date
	29 May 2002

	· 204 million Netflix streaming subscribers as of Q4 2020 (Netflix)

	· Netflix users by region in Q4 2020: 74 million US & Canada; 67 million EMEA; 38 million Latin America; 25 million Asia Pacific (Netflix)

	· Netflix accounts for 34% of US streaming/8.5% of overall viewing (Nielsen)

	· Netflix US library contains 3,600 movies and 1,800 shows as of February 2021 (JustWatch)

	· Extraction most viewed Netflix Originals film as of January 2021, with 99 million views in first month (Netflix via What’s on Netflix)

	· The Office most streamed Netflix (and overall) series in the US over 2020, with a total of 57.1 billion minutes (Nielsen)

	· Total Netflix 2020 revenue came to $25 billion, up from $20 billion in 2019 (Netflix)

	· Netflix revenue by region in Q4 2020: $3 billion US & Canada; $2.1 billion EMEA; $0.8 billion Latin America; $0.7 billion Asia Pacific (Netflix)

	· Netflix net revenue over 2020 came to: $710 million in Q1; $720 million in Q2; $790 million in Q3; $540 million in Q4 (Netflix)

	· Netflix raised $15 billion through debt from 2011-2020 (Netflix)




4. [bookmark: _Toc74984415]Netflix Business Model

 Netflix’s business and operations models are based on the following principles:
· Platform (digital media marketplace) and Pipeline (entertainment content production, etc.) business models
· Cutting-out-the-middleman business model (production to distribution)
· Unlimited subscription business model (revenue model for unlimited online access)
Netflix revenue by quarter, 2011 – 2020, USD millions (Data source: Netflix
[image: Netflix revenue by quarter, 2011 - 2020, USD millions]
5. [bookmark: _Toc74984416]Netflix Strategic Analysis
Netflix uses different types of market, internal and external analysis to determine how it positions itself in the market place and against its competitors. 
[bookmark: _Toc74984417]5.1 PESTEL Analysis
The PESTEL analysis of Netflix details all the prime factors which influences the macro-environment of the media and entertainment industry [11]. 

	                                               PESTEL analysis of Netflix

	Political factors
	A review of political factors has made it easy for Netflix to find a better way on how revenue increases will affect tax liability.

	Economic factors
	Netflix played great roles to keep its employees and all clients satisfied. For instance, it has worked carefully to avoid taking too much debt when interest rates may adjust higher in future and affect the company

	Social factors
	This relate to demographics and cultural changes on the economy which affects Netflix, such as improve health or life-related issues.

	Technological factors
	Netflix has stayed on pace with its competitors by creating a competitive advantage over its core competitors in the industry musing technology.

	Environmental factors
	This relates to the natural environment surrounding Netflix, this is a very strategic factor Netflix has always embraced

	Legal Factors
	Any unfavourable legislation can led to difficult operating environment for Netflix.



[bookmark: _Toc74984418]5.2 SWOT Analysis
The SWOT Analysis of Netflix comprises all the internal and external factors that influences the organization [11].
	Strengths
	Weaknesses

	· High brand equity of Netflix
· Large platform of content producers and consumers
· Capacity for original content creation
	· Imitable business model
· Dependence on content producers
· Dependence on Internet service providers

	Opportunities
	Threats

	· Growth through expansion of product mix
· Penetration in new markets
· Business diversification into other industries or markets
	· Competition and imitation
· Entertainment media/content piracy
· Cybercrime



[bookmark: _Toc74984419]5.3 Porter Five Analysis

Porter's Five Forces helps Netflix to understanding the competitiveness of its business environment and also to identify its potential strategy profitability [11].
	                                             Porter Five Forces Analysis of Netflix

	Threat from new entrants
	Bargaining power of buyers

	Netflix faces a moderate threat of new entrants as the media ecosystem, these new entrants can disrupt the space with cost-efficiency and technology changes 
	With many competitors in the media space, customers have high power because of the ability to easily switch. 

	Bargaining power of suppliers
	Threat of substitute products

	Netflix still gets majority of its content from third-party suppliers, this gives the suppliers a high bargaining power.
	Netflix is in the business of entertainment where there are so many options. People still watch TV shows and going to Cinemas for movies or even renting DVD which impacts the business of Netflix.

	                                                          Competitive rivalry

	                  
     Netflix is facing severe rivalry from Amazon prime, HBO now, Hulu, Disney, etc.




6. [bookmark: _Toc74984420]Netflix Corporate Strategy and competitive Advantage

Netflix’s corporate and competitive strategy is focused on these four primary components [6]:
Cost Leadership: This enables Netflix to be very competitive based on low costs and the corresponding ability to sell at affordable prices.
Differentiation: Netflix produces its own original content, aside from streaming content from third parties, this have enabled the business to attract and retain customers.
Spending and Content: Netflix spends billions towards attracting industry-best and developing very high-quality content, which gives it a major competitive strategy. 
User Experience: Netflix have removed advertising from its contents and made its user interface very simple.
[image: World’s biggest streaming services by subscribers, millions]
World’s biggest streaming services by subscribers, millions (Data source:Netflix/Forbes/Variety/CNBC/IndieWire/Variety/Variety/Bloomberg/WSJ)
7. [bookmark: _Toc74984421]Netflix’s Growth Strategies

Netflix opened its business to provide delivery of DVD movies and shows to customers through the post so that they don't have to visit the store. Thereafter, the company changed its business strategy to providing online streaming services for customers. Now Netflix is expanding its market through original content via Netflix Originals and personizing user experience, with a growth strategy that focuses on following [12]: 

Market Penetration: This involves expanding and selling more of its services in the markets that the Netflix already exist
 Market Development: This involves selling its current online service and original content to new markets 
Product Development: This involves developing and selling new products in the Netflix’s current markets 
Diversification: This involves opening new operations outside its current business of online streaming and original content production 
Netflix paying streaming subscribers, millions (Data source: Netflix)
[image: Netflix paying streaming subscribers]
8. [bookmark: _Toc74984422]Netflix and digital innovation
Netflix success as a business is purely based on technology innovations, in the early days Netflix deployed data analytics as a business differentiator in order to provide its customers what they want. Years later when Netflix entered the business of streaming it effectively employed personalization using the artificial intelligent (AI) as a differentiator in providing user experience to its customer [4]. Netflix has capitalized on technology innovations to become the biggest entertainment companies in the world today. The three primarily technology innovations that have help to propel Netflix success till date includes [4]:
· Advancements in speed and availability of broadband technology around the world 
· The proliferation of mobile phones and tablets as well as the introduction of smart televisions
· And Cloud and Data Analytics.
Netflix have leveraged on this innovation to gain competitive advantage and become a market leader.
9. [bookmark: _Toc74984423]Recommendations

Netflix cannot rely solely on its first-mover advantage to remain at the top, but must continue to find ways to differentiate itself from competitors. Netflix can achieve this by continually seeking to understand its consumers and persistently providing them the experience they want. Netflix can become not just a streaming service, but a one stop shop for anything entertainment, a home for exploring storytelling and interaction with friends making it hard for anyone requiring great user experience to ignore.
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