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[bookmark: _Toc26180328]Introduction
Netflix is currently one of the most successful corporations across the globe. However, the growth of internet use presents an excellent opportunity for online entertainment. Streaming is among the multiple entertainment options that the internet offers to companies looking to make the best use of the technology boom. Hence, the level of competition in the streaming services has intensified in recent times, posing a significant threat to Netflix. Most of its former suppliers and business partners have turned to competitors in the effort to benefit from the rampant rise in internet use. The major strategic issue compromising the future of Netflix is the overreliance on suppliers. Moreover, the minute loyalty to the brand poses an additional risk to the company. While the firm is currently in the course of achieving original content creation, there are significant long-term hurdles as opposed to the benefits. The promotion of local films is a significant trend in most movies. Netflix would achieve fulfilling results if it based its strategic decision on the extensive promotion of domestic content. The following SWOT analysis presents the competitive position of Netflix.
[bookmark: _Toc26180329]Strengths
A couple of factors put Netflix in a better position than most of its competitors, including Amazon Prime and Hulu. The company has a strong brand that makes it a household name across the globe (Penamatsa, 2018). Such a scenario gives the corporation a competitive first-mover benefit. Much as the company faces stiff competition in the streaming sector of the entertainment industry, it stresses on innovation (Penamatsa, 2018). Nurturing innovative minds assures the business entity of tackling future challenges to the firm and the industry.
Netflix also embraces exclusivity as much as licensing through broadcast networks and studios is concerned (Penamatsa, 2018), a move that sees them release their movies only through the Netflix database. Such a move makes the films exclusively accessible to the corporation’s clients. Vertical integration allows Netflix to license its contents and own the podium through which customers use to access the movies. Despite the costly value of the venture, it will enable Netflix to have ultimate control over its supply chain. Nevertheless, the move will help Netflix eliminate the licensing fees it incurs in the horizontal integration approach.
Besides, the company is a pioneer in online movie streaming services, which allows it to access on-demand products and enhance its database. Coupled with the conspicuous brand name, the company finds it easy to reach a significant percentage of the global market. Netflix Inc. accounts for over a third of the internet traffic in the North-American territory, making it accessible to the most considerable proportion of consumers among the competitors in the industry, including Hulu and Amazon Prime (Penamatsa, 2018). Notably, this exhibits the trust Netflix has earned among its customers. The firm also embraces a close link with its customers, primarily through the media, a move that is vital in maintaining the current client base.
Netflix embraces a high level of marketing, excluding traditional advertisement approaches. It uses social media platforms for advertising its products. It has further acquired Regency Outdoor Advertising, an entity that deals in out-of-home (OOH) marketing (Baker and Richwine, 2019). OOH is the latest advertising technique, and the acquisition of Regency Outdoor Advertising exhibits the progress of Netflix in marketing. OOH is vital in the sense that it captures the attention of potential clients even when they are out a network range. Crucially, the current generation spends more time out of their homes than they spend on their residential premises. Hence, there is strong rationale behind the decision to acquire Regency Outdoor Advertising. The move seeks to create awareness about Netflix products and services to a significant percentage of individuals across the globe. Netflix can place its OOH marketing structures in workplaces as well as other outdoor environments that experience tight traffic of people.
[bookmark: _Toc26180330]Weaknesses
A couple of features in the working of Netflix show its weaknesses. The firm relies heavily on suppliers, with a significant percentage of its former suppliers turning to competitors in the recent past (Penamatsa, 2018). The company’s suppliers include the network provider, as well as the producers of the various films that consumers stream on the Netflix database. Despite the recent move to begin video production to supplement its reliance on film studios that supply its movies, it fails to meet the demand of its clients. Besides, most of its former suppliers have partnered to venture into the online streaming sector of the entertainment industry (Hiller, 2017). Hulu, for instance, is a result of the partnership of the 21st Century Fox, Walt Disney, and Time Warner.
Netflix clients exhibit a low level of loyalty to the company brand. Despite the brand name being easily recognizable, the company does not attend to the needs of its clients to entirety (Penamatsa, 2018). For instance, the firm does not update its movie database promptly, making it hard for its customers to access the latest releases through the Netflix database. The database of the corporation is outdated and hardly airs the most recent releasing. Among its competitors, Hulu offers the most updated collection of films. Such a move tempts a significant percentage of the current Netflix customer base.
Most importantly, Netflix uses a robust and massive database, which presents a significant challenge to the publicity of the corporation as far as environmental conservation goes (Penamatsa, 2018). The company incurs immense costs in ecological issues resulting from its vast database. Such environmental issues have tainted Netflix’s reputation among corporations and individuals across the globe. It would be prudent for the company to devise measures to curb the immense charges it faces in ecological concerns.
[bookmark: _Toc26180331]Opportunities
A couple of opportunities are available to Netflix as much as the future of streaming is concerned. The massive database of the company presents a significant opportunity for the growth and success of Netflix (Penamatsa, 2018). The growing application of data mining implies that Netflix will use its consumer figures to make decisions entailing the productions and availing of films to the clients. For instance, the recent efforts to produce movies present a chance for Netflix to reduce its reliance on suppliers. The film production will reduce costs incurred in the course of operations (Penamatsa, 2018). The development of in-house products also presents an opportunity for Netflix to do away with a significant percentage of its current suppliers.
The underway plans to expand the international business of streaming are also a substantial chance for Netflix to widen its global market share (Penamatsa, 2018). Streaming is slowly replacing broadcasting because of the power of choice it gives the customer. For example, the market for foreign language content is gradually growing, allowing Netflix to increase its coverage of services. Most importantly, the internet boom implies that video streaming is the next primary source of online entertainment. Hence, Netflix, being the pioneer in the industry, stands a chance to benefit from the growing usage of the internet. For example, projections indicate that by 2020, the number of video streaming customers will have quadrupled in China.
Horizontal integration allows Netflix to combine, aggregate, and distribute films to clients. The approach widens the scope of Netflix’s products. Such a move is essential in attracting new subscribers. In spite of the massive costs the company incurs, the approach is instrumental in broadening the range of films on the Netflix database (Penamatsa, 2018). The availability of a broad selection of movies meets the preferences and tastes of a significant percentage of the firm’s customers and potential clients.
[bookmark: _Toc26180332]Threats
The principal threat to the development of Netflix is the fierce rivalry that exists between it and its competitors. As the trend of entertainment, specifically concerning films, shifts from broadcasting to streaming, there are multiple areas that Netflix has failed to infiltrate. For instance, Amazon is in the process of incorporating sports streaming to its services, creating an additional service to the customers, unlike Netflix. Such a move by Amazon creates stiff competition, to which Netflix might succumb if it fails to respond accordingly. Competition is a significant threat to the existence of Netflix because of the ease of entry into the industry (Penamatsa, 2018). Notably, there are few barriers to new entrants into the online streaming facet of entertainment. The media entertainment industry lacks regulation, making it easy to infiltrate.
Technology, despite presenting an ample growth opportunity, poses an immense danger to Netflix. The globe is currently witnessing the initial phase of the technological boom. Unfortunately, while making technological advancements helps a company realize a competitive advantage, it changes rampantly (Penamatsa, 2018). Such a scenario will leave Netflix outdated concerning technological developments. Technological advancement is currently the primary determinant of business success. While it offers an opportunity for the corporation to conduct business easily, it presents a dynamic challenge. Technology can make or break a company, depending on how the entity embraces it. Nevertheless, Netflix has a major strength the dimension of technological changes. The entity, unlike its competitors, hires talented employees and offers them a flexible working schedule, enhancing innovation, which is prudent to bracing for technological changes (Brennan, 2018). The innovative nature of Netflix’s workforce has played an integral role in the business’s expansion in the last decade to be the leading streaming choice across the world.
The trend of the industry might force Netflix to venture into the production of original content. Unlike horizontal integration, original content creation allows Netflix to produce films that can only be accessed through the Netflix database (Lew, Bowers, and Weiss, 2018). Most importantly, the popularity of Netflix implies that it will be more conspicuous than its competitors. However, the move to venture into content creation will shrink Netflix’s movie collection (Penamatsa, 2018). Besides, the decision to produce original items has already plunged Netflix in a credit ditch (Sweney, 2018). In the effort to meet the debt compensation costs, Netflix would be forced to widen its global market cover and increase its subscription costs. Owing to the partial disloyalty of its clients, the firm might lose a significant proportion of its customers to its competitors. The increase in the streaming costs and the diminished collection of titles are enough reasons to provoke a massive exodus of customers from Netflix services.
[bookmark: _Toc26180333]Analysis of Strategic Decisions
Netflix has made remarkable developments as far as making strategic decisions goes. The Ansoff Matrix model is a prudent approach to help trace the level of Netflix’s decisive progress. The technique applies a two-by-two matrix, which presents the market and product sides (Loredana, 2017). Sequentially, the model analyzes the growth of a company in four dimensions, including market penetration, market development, product development, as well as diversification. Netflix, akin to most companies across the globe, has followed the approach in the effort of expansion. It has performed exemplarily in the first three dimensions of the Ansoff Matrix model. It is, however, yet to develop its diversification expansion efforts.
The Ansoff Matrix model allows businesses to compare different options of development before deciding. It reveals the risks concerning each of the strategies, enhancing the decision-making power of the company concerning development plans (Loredana, 2017). Among the four strategy options, diversification is the riskiest. It has resulted in the collapse of many businesses due to the failure to realize a sustainable competitive advantage. In the case of Netflix, analyzing the four growth options can help recommend the most rewarding strategy decision to make.
Market Penetration
In the market penetration phase, the company focuses on selling the existing commodities to the prevailing market in the effort to increase the share of the entity (Loredana, 2017). Initially, upon the establishment of the business in 1997, the target market of Netflix was the American population. Notably, the company rented and distributed videos to its customers, mostly in the United States. By 1999, the company was allowing its customers to rent movies by mail, hence the term “rent-by-mail.”
The firm had already opened a website (Netflix.com) in 1998, initially operating with 30 employees. The site allowed the viewers to access and open accounts on the movie database. Subsequently, they could make DVD orders that Netflix would deliver to the customers (Osur, 2016). The first four months saw Netflix deliver over twenty thousand DVDs to clients across the US. In the following year, Netflix introduced the Marque program, which saw subscribers pay a monthly charge of $15.95 for four DVDs. By 2000, Netflix had dropped the rent-by-mail program for the Marque plan. Initially, Netflix sought to use its website to manage all the activities that enabled customers to choose and have DVDs delivered to them. The role of the site would gradually transition into a streaming platform, an event that started in 2007. Since then, it has simplified entertainment, giving Netflix a channel through which to sell its films to the consumers.
[bookmark: _Toc26180334]Market Development
In this approach, the company seeks to develop new markets for common goods and services (Loredana, 2017). Netflix has performed exemplarily in conquering new markets. Notably, Netflix is not the only company that ventured in online streaming. Reel.com, for example, tried the business but failed to prevail because of the notion that the approach did not mirror the preferences of consumers. Netflix, on the contrary, has continued to develop its market share due to the three-phase development technique that allows it to explore a market before deciding whether to exploit it. Netflix exercised caution when expanding. Initially, its market was a percentage of the US population. With time, the corporation started expanding along geographical dimensions. In 2010, for example, the company expanded to Canada, the first international market for Netflix (Brennan 2018). Critically, Netflix has based its expansion activities on the resistance of the target market. Such a move mirrors the conservative approach to company development, which bases on the flexibility of the target audience to accept the new product.
The second phase of expansion saw Netflix extend its market share to almost fifty other nations. In the second phase of development, Netflix considered a couple of factors before venturing in an international market. The aspects included broadband internet availability, presence of well off customers, as well as shared similarities (Brennan, 2018). In the effort to venture into such markets, Netflix collaborates with domestic stakeholders. The third stage of Netflix’s growth has happened in the recent past and applies a sophisticated approach. Notably, it applies the information gathered during the first two phases. The expansion process is based on the tastes and preferences of the customers, as well as the most prudent manner in which the company approaches the clients through the marketing activities. The increased experience of the global market has led to the segmentation along the dimensions of gender, age, as well as geographical features. 
[bookmark: _Toc26180335]Product Development
Under product development, the firm focuses on producing new products to match its existing markets (Loredana, 2017). Due to the segmentation of Netflix’s market, it has revolutionized its services to match the unique needs of its markets. Age and geographical setting are the primary factors that have influenced the segmentation of Netflix’s markets (Williams, 2017). A significant percentage of Netflix subscribers are teenagers, who are also the most active group on the internet. Hence, it has developed films that target and communicate with the youth. For example, the series, Black Mirror, explores the unanticipated and unintended effects of technology. Specific to the youth, the anthology presents the challenges that arise from the application of new technologies.
The production and streaming facets of local entertainment genres indicate the effort of Netflix to develop its product in the effort to meet the needs of domestic markets across the globe. The development of Netflix services in India exhibits the attempts of the company to revolutionize its amenities. India has a vast market that could enjoy Netflix services (Chanchani and Mahanta, 2018). However, Netflix only had Hollywood collections at the time of its entry in India (2016), making it hardly possible to reach the entire Indian population. The company has since incorporated Hindi movies in its database. Therefore, Netflix has performed exemplarily in developing its products to match its markets.
[bookmark: _Toc26180336]Diversification
Diversification encompasses the creation of new content to sell to new customers (Loredana, 2017). A couple of strategies are vital in the diversification efforts of a firm, including horizontal and vertical integration, as well as conglomerate and concentric diversification. A critical look at Netflix activities reveals that the corporation has applied both horizontal and vertical integration (Netflix, 2019). Horizontal integration, in the context of Netflix, entails the acquisition of services and controlling the primary players in the industry. It was Netflix’s initial diversification strategy before most of its suppliers such as 21st Century Fox, Walt Disney, and Time Warner turned to competitors.
Nevertheless, the deployment of the horizontal integration model was detrimental to the progress of Netflix due to the additional costs incurred in the broadcasting rights of the videos. Besides, the approach denied Netflix full control of the supply chain. Recently, Netflix has resorted to the deployment of the vertical integration approach, which was marked by the production of original Netflix films. In the working of the technique, Netflix controls its supply chain, from the production to the final presentation to the consumer. However, the company has produced only a few movies, including Orange Is the New Black, House of Cards, as well as Arrested Development Season 4 (Netflix, 2019).
While such an improvement is vital in the realization of competitive advantage, the rate at which Netflix is implementing vertical integration is likely to cripple the financial resources of the company (Sweney, 2018). In 2018, for instance, Netflix was expecting a negative free cash flow valued at between $3bn and $4bn. Such a move will plunge the company into debts, which needs willing debtors. Most importantly, the start of original content production does not necessarily result in a competitive advantage. Following such a move, Netflix will need to seek more subscribers than it has currently, and possibly raise the charges. It is the only sustainability decision, in the effort to offset the huge credit amount it continues to incur in the course of implementing vertical diversification.
Critically, the decision to venture into original content creation does not differentiate Netflix from its competitors. Amazon, for instance, has created the film, The Lord of the Rings (Sweney, 2018). Disney, on the other hand, has retrieved its contents from Netflix (Star Wars and Toy Story, for example). The move to apply the original creation of films only plunges the corporation into another competition zone. It further shrinks the current movie collection of Netflix (Penamatsa, 2018). Owing to the low client loyalty from most Netflix customers, the company is likely to lose a proportion of its global market share.
[bookmark: _Toc26180337]Implications
Before unearthing the impact of the product development strategic management model, it is prudent to comprehend the reasons that make the best approach to Netflix success. Netflix has a complex database, which captures the activity of its current customers. Reed Hastings, the founder and CEO of the corporation, has an engineering background and believes in the value of data to any firm. Hastings understands that a massive database is vital to the company because it reveals crucial consumer patterns that are essential in making business decisions (Nocera, 2016). For example, the Netflix CEO notes that a significant percentage of Netflix subscribers only peruse through fifty movies before choosing the one to watch. The company then ensures that the right collection of fifty films is available to each of its user, in the effort to retain and keep the customers satisfied. Most importantly, the information Netflix amasses yields substantial correlations that can help the company make decisions about its products. For instance, subscribers who prefer the film, House of Cards are also fond of “It’s Always Sunny in Philadelphia,” an FX comedy.
Moreover, Netflix’s market is segmented in different dimensions. Notably, market segmentation is the practice of depicting a heterogeneous market to consist of smaller markets due to the dissimilar products tastes and preferences among the consumers. However, market segmentation does not necessarily result in positive returns for the company (Karlson, 2017). Nevertheless, some criteria help gauge the success or effectiveness of the process. They include identifiability, substantiality, stability, actionability, responsiveness, as well as accessibility.
A closer look at Netflix exhibits the potential success of using market segmentation to make business decisions. Identifiability entails the ability of the company to identify clients from all its market segments. In the case of Netflix, the rising value of big data implies that firm can easily spot the different market segments due to the pattern of consumer activity on the company’s database (Nocera, 2016). Substantiality encompasses the profitability of the segments. Current ventures of Netflix to venture into foreign-language content and the Indian market exhibits the profitable value of the two market segments. Accessibility refers to the ease of access to the markets.
Overall, the online streaming facet of the video entertainment industry makes it easy to reach the customers through the internet or the company’s database. Responsiveness entails the ability of each market to respond differently to marketing efforts. Stability revolves around the power of the segments not to change composition or behaviour (Karlson, 2017). Actionability, on the contrary, encompasses the value of the markets in guiding decisions. Critically, Netflix, being an online platform, can use its database to ensure success from market segmentation because it adheres to all the criteria used to ascertain the effectiveness of the process.
The product development strategic management approach mirrors the value of market segmentation, basing on the argument that the former seeks to modify the products and services of an entity. Product development, like the other strategic management strategies, is crucial in achieving competitive advantage to companies. Notably, the current generation of consumers is characterized by the preference of different choices of the same product (Khalid and Asadullah, 2012). It is therefore hardly possible to satisfy the wants of the entire market by one option of a commodity.
However, product development presents a great chance for the organization to realize a competitive advantage, only if the company successfully implements new product strategies. Among the product development approaches, commodity differentiation is the most vital and comes with a couple of impacts on the corporation (Khalid and Asadullah, 2012). The primary impact of the technique is the enhancement of the company’s sustainability. In the effort to achieve a sustainable business, product development increases the revenue of the firm, enabling to withstand the tough competition in its industry. In the case of Netflix, product development has been instrumental in the acquisition of a significant percentage of the global market in the past decade. For instance, the approach has played an integral role in the recent success of the firm’s activities in India (Chanchani and Mahanta, 2018). Noteworthy, at the time of Netflix’s entry into India, the company only had Hollywood movie collections, making it hard to satisfy the entertainment thirst of its Indian market. However, upon the inclusion of Bollywood movies to the Netflix database, the percentage of its Indian market cover has grown tremendously.
Product development primarily aims at making preferred content available to the consumer, which in turn raises the number of clients. The model is particularly instrumental in technology-based companies, such as Netflix (Khalid and Asadullah, 2012). It purposes to address the preferences of the consumers. Therefore, the product development approach seeks to improve or modify the goods and services to match the taste of the customer. Another influence of commodity differentiation is that it gives the company the trendsetter image, building the reputation of its brand. In the wave of the rising preference for local content, product development will realize immense sales through the modification of its services and products (Penamatsa, 2018). There are multiple localities across the globe. Netflix can amass additional customers across the globe by modifying its collection of movies to match the needs and preferences of localities, as much as local language is concerned.
Specific to technology, change is inevitable. Hence, most technological services, including Netflix’s, face the risk of obsolescence, which renders commodities useless (Ebarefimia, 2014). However, with the implementation of the product development technique, companies reduce the peril of obsolescence. In the case of Netflix, the Indian market has proved the value of product development. For instance, Netflix added Hindi movies to the company database in an effort to capture the Indian market (Chanchani and Mahanta, 2018). Nevertheless, the added Hindi films realized massive sales in other regions apart from India, like the European market.
Product development also improves the company’s commodity in the effort to retain or achieve a competitive advantage. The improvement in the commodity is crucial in maintaining and acquiring new and potential customers, respectively. The retention of present consumers and potential one is instrumental in increasing the volume of sales (Ebarefimia, 2014). An increased sales value results in the realization of immense income, which is vital in business sustainability. Besides, the approach also increases the options for the consumers, through the improved and differentiated products. Akin to the enhancement of the company’s product, the increased choice of services retains the current customers and helps the firm amass other clients. In the context of Netflix, the model will not only improve the movie quality but also widen the choices of viewers. The increased customer satisfaction will contribute to the realization of more sales than it currently achieves, sustaining the revenue of the business entity.
The technique is essential in creating employment opportunities due to the additional labour and skills necessary to develop new products. Such a move will not only better the livelihoods of individuals, but also contribute to economic growth. Moreover, product development leads to acceptance of the firm’s commodity. Notably, in the effort to penetrate new markets, companies sometimes face rigidity and rejection of the items and services, marking the efforts futile (Ebarefimia, 2014). The choice to modify the commodities helps the company meet the needs of the rigid consumers, neutralizing objection in the process. Specific to Netflix, the internet boom presents a substantial chance for the business to realize an additional share of the global market (Penamatsa, 2018). Hence, the firm has the power to increase its customer cover. However, due to cultural differences, Netflix’s services will not necessarily thrive in many parts of the world. Some of the potential clients might exhibit resistance towards the current Netflix amenities.
Literature acknowledges the similarity between innovation and product development in the dimension of the influence on the market share. The primary role of business is to attend to the needs and wants of the consumer while generating revenue in the process. Businesses realize the dual role through their goods and services (Iwu, 2010). Product development serves to achieve competitive advantage through innovation. It is particularly important when competitors copy the strategy of a company, reducing its competitive advantage. Critically, it is hardly possible for an entity to succeed in business without meeting the needs of the customer. Customer need satisfaction does not exclusively depend on either production or marketing. Instead, it is based on the link from the production to the sales activities. The product development process, which links commodity production and design to marketing, is essential in customer satisfaction. Nevertheless, there are multiple criteria to determine the success of product development, including quality, time, and cost, among other factors.
Critically, product development serves the role of achieving consumer satisfaction. Hence, the approach seeks to design and produce products that not only the needs of customers but also their preferences and tastes. It first determines the needs of the potential clients before modifying or developing items that match the unique features of the target population. The model further differentiates the various market segments, creating designs that suit a wide range of clients across the globe (Iwu, 2010). Broadening the scope of consumers increases the firm’s market cover. Product development also yields innovation, allowing the business to respond dynamically to the shifting needs and consumption patterns of the clients. 
In the context of Netflix, the deployment of the product development strategy will yield positive results for the company. Netflix possesses particular strengths that could help execute the approach successfully. First, the entity handles a massive database that could help make product development decisions. The database is also crucial in tracing customer trends, making it easy to design products that fit the needs and preferences of the viewers (Penamatsa, 2018). Besides, the internet boom presents a major threat to the broadcasting firm while offering a ladder to the video streaming sector. The extensive access to the internet has increased Netflix’s potential subscribers.
Applying the product development strategy in the operations of Netflix will increase its market cover due to the availability of different options of a similar commodity to the clients. Modification of Netflix products will address the needs of a wide range of subscribers, widening the market cover. The firm has already modified its services in the recent past, yielding positive results. For instance, Netflix has shifted from exclusively featuring Hollywood films to include Hindi movies. The step was in the effort to address the demands of its Indian target segment (Chanchani and Mahanta, 2018). Strikingly, the move saw the views of the Hindi videos on the Netflix database grow, in not only India but also Europe. Following the rise in the market share, the company will realize a large value of sales due to the risen number of subscribers. Besides, the company has launched a mobile plan to broaden its market share in India (Khan, 2019). The increased sales will generate more revenue than in the previous cases. Raising the company revenue will enhance the sustainability of the operations. Most importantly, deployment of the product development model will enhance innovation among the Netflix employees using client database data to determine production decisions. Big data has boosted the comprehension of consumer patterns and would help Netflix base its production choices on the consumer.
[bookmark: _Toc26180338]Conclusion
Overall, Netflix is endowed with a couple of features that are crucial to its competitive force. It, however, faces other multiple threats from the industry, as well as chances for development. Among the strategic management models for advancement, product development offers the best course for Netflix. It allows the company to attend to the unique needs and preferences of the different segments of its market. The broadened range of choice increases the client cover, which in turn raises the volume of sales. Netflix will then realize its sustainability from the revenue, as well as use its talented workforce to react closely to the shifting consumer behaviour.
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