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Introduction

When television was born, it was the broadcasters who decided what content to broadcast and consumers had very little choice. Streaming pioneers like Netflix, Hulu, and Amazon Prime have reversed this power by giving it to viewers. They have created huge libraries of content and made them available to anyone online. Since its inception in 1997 as a DVD rental company, Netflix has grown into a platform with 167 million subscribers worldwide and an enterprise value of $ 157 billion. To move from DVD to streaming, Netflix bought the rights to some popular content such as Marvel movies, The Office, Friends, and in 2013 launched its first TV series, House of Cards. In 2019, it invested $ 15 billion to produce series and films, expanding to 190 countries, so 60% of subscribers were outside the United States and Canada.

The story of Netflix
Netflix was founded in 1997 by Marc Randolph, a marketing executive, and Reed Hastings, a computer programmer. The couple, after researching products suitable for e-commerce, focuses on selling DVDs. They launched their service in May 1998, with 30 employees and a library of 925 rental films. To enhance its fledgling rental, Netflix built a subscription plan in 1999. For $ 22 a month, subscribers can rent DVDs indefinitely, one at a time, for as long as they wanted and save movie lists they wanted to see. The subscription service was an immediate success. Analysis of user data revealed that subscriber growth was greatest near distribution centers because customers appreciate overnight delivery. In 2000, Netflix had around 300,000 subscribers. Randolph and Hastings fly to Dallas to meet the senior executives of Blockbuster, to whom they propose to buy their company. The proposal was immediately rejected. When Netflix went public in 2002, it was described as "the largest site online
entertainment subscription service in the United States, which provides access to more than 600,000 subscribers to a comprehensive library of over 11,500 movie, television, and other entertainment movie titles. "By the end of 2006, Netflix was valued at $ 1.5 billion, more than double the market capitalization of Blockbuster. By 2007, the Internet had reached over 50% of American households, even though it was still expensive and slow. Netflix, unlike other companies, developed a virtual player that streams content in real-time rather than forcing users to wait for the full download and launched its streaming service in 2007. When Blockbuster filed for bankruptcy in 2010, Netflix was able to accelerate subscription acquisition, adding nearly 40 million subscribers to streaming in the United States by the end of 2014. To further differentiate content and reduce reliance on licensed content, Netflix has begun acquiring original programming. his first exclusive series, House of Cards, cost $ 100 million and was released in 2013. Netflix renders  Entity available the entire first season of House of Cards. The company spent $ 13 billion in 2018, $ 15 billion in 2019, and planned to spend another $ 17 billion in 2020.

The competitors
Its executives attributed this growth primarily to the internal corporate culture. They had created a 127-page document called the "Netflix Culture Deck" in which they collected the key principles of the company. Meanwhile, Netflix is ​​starting to have more and more competitors to fight against. By 2019, companies AT&T, Disney, and Comcast completed acquisitions totaling $ 215 billion, although Netflix remained the most-watched. In 2019, the Walt Disney Company's streaming platform, called Disney +, was launched in the United States, acquiring 10 million subscribers on the first day alone. Within five years, it surpassed 50 million subscribers and was launched in India in 2020, where it reached eight million subscribers.
The culture of Netflix
Hastings worked with Chief Talent Officer Patty McCord to define the culture they wanted to build in the company, from which the Netflix Culture Deck was born, which illustrated the corporate values ​​and behaviors to adopt and was also published online. In particular, Netflix executives thought their company stood out from the rest by five core values:
• Freedom and responsibility
• Transparency
• Dream team
• Avoid the rules
• Diversity and inclusion

Netflix's strategy
In contrast to competitors like Amazon or Apple, Netflix focuses solely on its video streaming business. The company summed up its strategy by claiming that Netflix is ​​a global network of internet entertainment services that offers movies and TV series, ad-free, with unlimited viewing on any internet-connected screen for an affordable, no-obligation monthly fee. Netflix is ​​a passion-focused brand, not a handyman brand. It didn't lock customers into long-term contracts. On the contrary, it made it easy to cancel your subscription or re-subscribe at any time.
Netflix has distinguished itself from Hollywood studios in its approach to content production. Since launching its original programming in 2011, Netflix had streamlined the production process, commissioning new releases without a pilot episode. In the case of Orange Is the New Black, Netflix approved the series before reading the script. Netflix has adopted a "cost-plus" model for its content and bought TV shows at the full cost of production. Netflix initially relied on outside studios and production companies for its original content. Later the company took over the intellectual property of its contents and developed its own studio and production. Netflix spent $ 1.5 billion on technology (including personnel, software, and hardware costs) in 2019 to improve its service, improve the user experience, and attract new viewers. At the end of 2019, Netflix was valued at $ 142 billion. At the end of that year, it had 61 million subscribers in the United States. The entry of The Walt Disney Company into the streaming sector and the arrival of new national streaming operators did not change the competitive dynamics of the sector.

Netflix in India
India has a population of 1.3 billion inhabitants and for Netflix, it represented a guaranteed source of income. The platform was launched in India in 2016 with just over two million subscribers. In 2019, the company introduced an affordable mobile-only subscription for all Indian users, priced at $ 2.85 per month. The target that Netflix initially aimed at in India was made up of educated and wealthy consumers residing in large cities who watched content in English and Hindi. He later realized that most of his customers lived in small, outlying cities and preferred to watch local language content.

Analysis of the Indian market
The entertainment market in India is made up of film and music producers and distributors. In the last ten years, this market has rapidly expanded in India, although in 2018 there was a noticeable slowdown, which nevertheless did not stop the spread of Bollywood films by 15%. Furthermore, between 2020 and 2021 there was a decline caused by Covid-19, while new growth is expected in 2021. In 2019 with the arrival of the major streaming platforms such as Netflix, international films with total revenue of approximately two million and an increase of 10.8%. However, piracy hindered the sector from reaching its maximum development and for this reason, severe anti-piracy measures were taken in 2018. The film category represents the largest segment of the market, 89.2%, while music accounts for the remaining 10.8%. India represents 8.8% of the value of the entertainment market in Asia, while China accounts for 35.9%.
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Figure 1 India movies & entertainment market value
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Figure 2 India movies & entertainment market value forecast, SOURCE: MARKETLINE

Netflix
Company overview
Netflix Inc. is an online streaming television network where subscribers can find an unlimited number of movies, TV series, and documentaries and watch them on their TVs, computers, tablets, and smartphones. The company also offers free trial subscriptions for about a month. The company reported revenue of $ 5,767.7 million in the first quarter of 2020, up 5.5% from the previous quarter.
The company operates through three business segments:
1. Domestic Streaming. It comes from the subscription fees for monthly subscriptions in the United States.
2. International Streaming. It comes from the revenue from subscribers' subscriptions in all states outside the United States.
3. Domestic DVD. Monthly subscriptions for DVD mailing services.
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Figure 3 Key facts
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Figure 4 Annual Financial Ratios





Value Chain Analysis
What are the activities that create a satisfying value chain?
Netflix's value chain in the Indian market is part of a broader strategy that includes suppliers and distribution channels and above all two types of activities: primary activities and support activities.

[image: Porter Value Chain Analysis Netflix in India: The Way Ahead]
Figure 5 Value Chain Analysis of Netflix in India

Primary activities
In Netflix's value chain strategy, we have five different primary businesses:
1. Inbound logistics. It includes the receipt, storage, and dissemination of inputs from Netflix products and services. This activity may include the storage of physical products, the handling of raw materials, or the storage of customer data in the database.
2. Operations. Set of activities that allow transforming raw materials into finished products.
3. Outbound logistics. This is the distribution of finished products and services to distributors and buyers. These activities include the distribution, processing, storage, and programming network.
4. Marketing and sales. Netflix leverages its marketing and sales activities to allow it to acquire new customers, retain existing ones and allow buyers to buy the product. I can understand pricing, channels, advertising, and promotion.
5. Services. Netflix provides after-sales services that include after-sales customer feedback, installation assistance services, training, and the provision of complementary services.


Support activities
These activities support the primary activities of the company and are mainly four:
1. Corporate infrastructure. These are activities such as general management, finance and accounting, quality management, planning, and legal services. These activities run through the entire value chain
2. Human resource management. Human resource management is fundamental to the success of any business and includes recruitment, selection, skill assessment, training and development, and hiring.
3. Development of technology. Technology underpins all the activities of a modern business and is a huge source of competitive advantage for Netflix in the Indian market. It includes activities such as component or function design, process engineering, field testing.
4. Procurement activities. The latter activities include the purchase of inputs for the Netflix India value chain. By input, we mean raw materials, supplies, machinery for production or laboratories and buildings.

Pestel Analysis
A Pestel analysis studies the macro-environmental factors that impact the business and are political, economic, social, technological, environmental, and legal factors. It is essential to understand external market threats and opportunities.
Netflix launched the Indian platform in 2016 in an extremely large and possibly profitable market. It should also be emphasized that younger customers were now taking on Westernized consumption patterns, allowing Netflix to invest in the country. However, six months after the launch, the first difficulties began to emerge: first of all, Indian customers were unable to adopt such advanced streaming technology models, in addition, the country had enormous problems of poor infrastructure, weak Internet connections, and problems of censorship. Furthermore, Netflix was not the first mover of the Indian game, its competitors had already achieved excellent results in the Indian film market.

Political factors
Political factors are very important because they influence possible costs and long-term sustainability. Some political factors can be governance, democracy, institutions, conflicts, laws. Political factors influencing Netflix in India are:
• Division of political responsibilities between different government groups. This reduces the risk of a coup by a single organization but on the other hand, increases the time and costs for obtaining authorizations and certifications.

• The governance system is currently stable but at the same time fragile due to Covid-19.
• Internationally optimized regulatory practices have helped the country to do business with overseas companies such as Netflix.
• Internal turmoil due to Covid can influence Netflix's business decisions.
• Local governments strongly influence the implementation of laws and new regulations for international relations.
• The government currently adheres to all regulations of the World Trade Organization.
• Democratic institutions are still weak and cannot help foreign companies like Netflix to develop in the country stably. Once these institutions are strengthened, there will be greater transparency and consequently less corruption.
• Possibility of terrorist attacks.

Economic factors
This type of factor directly impacts the potential of a market, in particular inflation, GDP, and income must be taken into account. As for Netflix, its decisions are influenced by:
• Low household income level and savings rate. Netflix will consequently have to offer extremely cheap subscriptions for its Indian customers or packages as a credit purchase.
• Price fluctuation in local and international markets is not favorable.
• The rampant inequality index can lead to uncertainty and ultimately to the elimination of consumption in the short and long term.
• The structure of the global financial market has brought enormous liquidity to all markets and Netflix can take advantage of this before the interest rate rises again.
• Demand shifts from the manufacturing, goods, and agricultural sectors to the service sector.
• The GDP growth rate demonstrates growing demand. Netflix can exploit this factor to propose new products and acquire new customers, analyzing the changes in the consumer buying process and the value proposition.
• The inflation rate affects the demand for Netflix services, if it is high the company will have to increase prices which would cause a loss of customers.




Social factors
Social factors such as demographic trends, the structure of society, female inclusion have a strong impact on the country's economy but above all on the availability of talents among workers and on the level of consumer demand. In this case, Netflix is ​​affected by:
• Types of immigration and attitudes towards foreigners. A very sensitive and difficult environment to deal with even for Netflix.
• Attitudes towards the authorities vary greatly from country to country: in the West, it is something to rebel against while in India it is highly respected. For this reason, Netflix must analyze this factor before launching certain marketing content for its products and services.
• Attitudes towards leisure must be thoroughly studied by Netflix.
• A higher level of social concern and awareness leads consumers and trade unions to be more active in society and attentive to the content conveyed by the media such as Netflix.
• The birth rate is an indicator of future demand and has always been very high in India.
• The attitude towards health and safety often reflects the quality of products and services, therefore in India do it will have to compete with competitors that do not have high costs.
• The level of education affects both the quality of work and income. If it is high very often it also leads to higher spending on quality products and services.
• The demographic trend is certainly a key factor in forecasting demand. As India's population is made up mostly of young people, Netflix should provide products that suit the interests of younger customers.

Technological factors
Technology affects business models in various sectors, some technological trends are artificial intelligence, machine learning, and data analysis to predict customer behavior. These are the factors that affect Netflix:
• Netflix must necessarily consider the areas in which the technology makes the partners in the supply chain accountable to make it more flexible and transparent.
• Netflix analyzes intellectual property rights and their legal status before releasing new content.
• Through the digitization of technological processes Netflix can overcome the rampant corruption in India.
• There is a high possibility of technology disruption among companies that can affect Netflix's decision-making models.
• Regarding the integration of technology into society and business, Netflix has built a strategy that has been able to make the company's values, infrastructure, and business model interact.
• Netflix studied the level of acceptance of the technology in Indian society before launching its services. In the Indian case, not everyone has a thorough knowledge of technology.
• Netflix must choose how to force online payments to the economy without losing customers.

Environmental factors
This type of factor is rapidly gaining ground among consumers today. Climate change also affects Netflix customers and the company itself:
• Netflix must demonstrate adherence to waste management and recycling requirements.
• A portion of the budget is spent on renewable energy as a competitive strategy.
• In India, environmental agencies very often delay the process of enforcing environmental regulations to extort bribes.
• Climate change will also impact Netflix's business model by influencing shipments, for example.
• The Indian Corporate Social Responsibility culture needs new initiates to fulfill its potential.
• Since the national environmental policy is very different from the local one, Netflix can decide based on this where to build its companies, how to develop the product, and the pricing strategy.
Legal factors
Legal factors affect the conditions to enter the market and its laws, if the legal system is not strong then Netflix will face numerous challenges and consider several factors such as:
• Consumer protection laws, such as the enforcement rate, the authorities' attitudes towards these laws, and the role of activists in enforcing these laws.
• Commercial laws that Netflix must evaluate every time it enters a new market.
• Netflix also needs to worry about monopoly laws and restrictive business practices.
• Netflix must consider Indian data protection laws and what to do to comply with them.
• Finally, the company must comply with all national health and safety regulations.








SWOT Analysis
Strengths
By strengths, we mean the resources that Netflix can exploit to build a competitive and sustainable advantage in a new market like India. Strengths can come from activities and processes, experiences and successes, financial, physical, and human resources. In this case, the strengths of Netflix in India are:
• Netflix's financial situation can help India invest in new projects that can increase and differentiate the country's income and expenses.
• Netflix has a strong relationship with its Indian suppliers, which is why Netflix is ​​looking to increase and diversify its services in the Indian market thanks to the expertise of suppliers and partners.
• The quality of the product and services help Netflix increase its revenue in the market as it already has a loyal clientele, allowing the company to compete with other players in the sector, both national and international.
• Netflix in India has the advantage of being the first mover in several fields and especially in uncovered markets.
• Netflix can safely grow in the Indian domestic market but will have to invest further in research and development for revenue in the international market. Currently, Netflix is ​​only focusing on the internal market, which appears sturdy and compact.
• The company operates in an environment in which it has to manage numerous government regulations, in this way it can establish strong relationships with the groups in power.
• Brand equity and corporate awareness is highly recognized in the internal market and for this reason, it continually attracts new customers.

Weaknesses
Weaknesses represent areas of action where Netflix has gaps. They make it difficult for the company to build a sustainable competitive advantage and derive from the lack or absence of human resources, experience, financial and material resources, such as buildings, activities, or strategies. So, let's see Netflix's weaknesses in the Indian market:
• Indian culture is still dominated by internal conflicts between various divisions, this leads to a block in the growth of the company and production.
• Netflix in India is not yet diversified in terms of workforce, as its growth so far derives only from the domestic market, while in the international market its potential is almost nil.
• Although Netflix has enhanced the technology that manages the back-end processes, it is still unable to make the most of the front-end technological processes.
• Project management is too focused on the internal market rather than also considering the interests of external stakeholders, thus developing poor public relations.
• Even though the demand is stable, customers are dissatisfied and express it in online reviews.
• Intellectual property rights are difficult to implement in the Netflix sector: even if they are effective in stopping competition, it is impossible to stop the growth of start-ups at various levels of the market.

Opportunities
Opportunities are macro-environmental factors that Netflix uses to consolidate its growth in the market and develop further. They can be caused by political developments or changes, by economic or technological development, by increasing income, or by changing customer behavior. These are the opportunities that - Netflix considers most to grow in the Indian market:
• Increase in consumer income: customers are now able to pay progressively to use the service offered by Netflix.
• One of the biggest challenges for Netflix is ​​accessing the high-level talent market due to the tight budget. However, with the expansion into the international market, the company can access international talent and bring them into a national business.
• Netflix leverages increased standardization to reduce the number of offers on the market and focus only on the most successful products.
• New business models related to e-commerce and social media help Netflix connect with national and international suppliers. Growth through social platforms makes it possible to reduce costs to enter new markets and obtain new customers with a lower budget, through marketing strategies aimed at analyzing data on customer behavior.
• In the last ten years the market has grown steadily and the increase in the number of consumers has also led to a greater diversification of interests and preferences. For this Netflix must simultaneously keep existing customers loyal and satisfy new ones.
• Globalization can help Netflix expand into the international market and be less dependent on the domestic market for revenue.







Threats
Threats are those macro-environmental factors that can potentially destroy Netflix's business model, such as changes in consumer tastes, technological innovation, economics, and politics. Among the major aspects that influence Netflix we find:
• Government and bureaucratic regulations can change suddenly under the pressure of the protests that have always been present in India, especially regarding the environment and work.
• The increase in costs due to new environmental regulations, in terms of logistics and packaging.
• Netflix often finds itself unable to raise the price of its products and services due to India's low-key culture.
• Inequality between Indian social classes is one of the biggest problems in the country. Netflix sees less demand for its services from middle and lower-class customers each year.
• Growing protectionism.
• New competitors due to low costs and increased efficiency of services.

Porter’s Five Forces Analysis

This type of analysis was first published in 1979 in Michael E. Porter's "How Competitive Forces Shape Strategy". Known as Porter's five forces analysis, it is a method for precisely analyzing competitive forces. These five forces are:
1. The threat of substitute products and services. This threat is high in India so Netflix must constantly invest in research and development in order not to risk losing its customers.
2. The bargaining power of buyers. Netflix shoppers have strong bargaining power so they push the price down, preventing Netflix from earning sustainable profits.
3. Rivalry between existing players. As competition is intended, it is even more difficult for Netflix to grow in the market.
4. Bargaining power of suppliers. When Netflix suppliers have strong bargaining power, they demand a higher price from the company.
5. Threat of new entrants. In the Indian market this threat is highly present, so to implement this danger, Netflix is ​​willing to lower the prices of the service.
After analyzing the five forces, let's see the strategies adopted by Netflix to develop a sustainable competitive advantage over competitors. By competitive advantage, we mean the superior performance of Netflix over its competitors, through lower costs and premium prices. If all rivals in the industry try to compete with the same strategies, then no company will gain a competitive advantage. 

These are Netflix's four strategies for achieving this advantage:
1. Cost leadership. Netflix wants to become the recognized low-cost producer in its industry. To do this, it must consider some factors such as market research, technology development, supply chain management, supplier diversification, availability of raw materials.
2. Differentiation. In this strategy, Netflix seeks to differentiate itself from its competitors by offering customers a quality and value proposition, adapting it to the specific needs of consumers, and offering a special price to emphasize the uniqueness of the offer.
3. Focus on differentiation. Netflix selects a segment and adapts its strategy for that specific sector, trying to satisfy its needs.
4. Focus on costs. Netflix seeks an advantage by choosing an advantageous price in that segment.

Conclusions and recommendations

In conclusion, as we have had the opportunity to understand from this analysis, it has gained great success over time in India, but it is possible to say with certainty that the road is still long and winding. As has been pointed out, the main problems in the development of Netflix in the Indian market are mainly two: the competitors and the lack of an adequate internet connection.
As for its competitors, Netflix is already tackling the problem by trying to differentiate itself as much as possible, both in terms of content and in terms of price. Instead, it seems more difficult to tackle the second problem since in this case, the company must know how to communicate with foreign forces such as local or national Indian government institutions.
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EPS (Earnings per Share) USD 0.28 0.43 1.43 2.62 3.85
Book Value per Share USD 5.20 6.23 8.26 12.00 17.28
Poftabiity Ratios
Gross Margin % 32.27 31.72 34.49 36.89 38.28
Operating Margin % 4.51 4.30 717 10.16 12.92
Net Profit Margin % 1.81 2.1 4.78 7.67 9.26
Profit Markup % 47.65 46.45 52.65 58.46 62.03
PBT Margin (Profit Before Tax) % 2.09 2.95 4.15 7.77 10.23
Return on Equity % 5.52 6.97 15.60 23.12 24.62
Return on Capital Employed % 4.58 4.22 6.19 8.24 9.60
Return on Assets % 1.42 1.57 343 5.38 6.23
Return on Working Capital % 31.86 16.08 33.50 38.06 50.06
Operating Costs (% of Sales) % 95.49 95.70 92.83 89.84 87.08
Administration Costs (% of Sales) % 18.16 17.77 18.32 18.99 17.70
UgudiyRatos
Current Ratio Absolute 1.54 1.25 1.40 1.49 0.90
Quick Ratio Absolute 1.54 1.25 1.40 1.49 0.90
Cash Ratio Absolute 0.65 0.38 0.52 0.58 0.73
LeverageRatos
Debt to Equity Ratio Absolute 1.08 1.27 1.82 1.98 1.95
Net Debt to Equity Absolute 0.27 0.72 1.03 1.25 1.28
Debt to Capital Ratio Absolute 0.52 0.56 0.65 0.66 0.66
BfidencyRatos
Asset Turnover Absolute 0.79 0.74 0.72 0.70 0.67
Fixed Asset Turnover Absolute 41.94 41.67 41.04 42.82 16.03
Current Asset Turnover Absolute 1.45 1.58 1.75 1.82 2.54
Capital Employed Turnover Absolute 1.02 0.98 0.86 0.81 0.74
Working Capital Turnover Absolute 4.36 3.56 7.79 5.31 4.93
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Table 1: India movies & entertainment market value: $ million, 2015-19

Year
2015
2016
2017
2018
2019

CAGR: 2015-19

SOURCE: MARKETLINE

$ million
1,486.6
1,654.4
1,924.4
1,985.2
2,199.4

Rs. million
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