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Netflix can be viewed as a major successor of digital disruption through numerous points in its history. The company now has over 167 million paid memberships in over 190 countries. Netflix Media Centre (2020) A key moment in the timeline of Netflix, which allowed it to stand apart from its competitors is the introduction of personalised movie recommendation. This is discussed here, “2000 - Netflix introduces a personalized movie recommendation system, which uses Netflix members’ ratings to accurately predict choices for all Netflix members.” This adaptation to personalisation led Netflix to become a disrupter in its industry. Netflix continually evolved its business through time to not only become a content distributor but an award-winning content producer allowing for content to be produced exclusively in-house for Netflix. An example of this being in 2019; “Netflix wins 27 Primetime and Creative Arts Emmy Awards for series including "Black Mirror: Bandersnatch," "Ozark," "Queer Eye" and "When They See Us."

In order to conduct a systematic inside analysis of what has led to Netflix to become such a powerful digital disrupter, a Porter’s value chain analysis of Netflix will be completed as shown in the diagram below. 

[image: Porter's Value Chain Diagram]
Figure 1: Porter’s Value Chain (Mindtools, 2020) 
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In reference to Porter’s value chain, the first primary activity within Netflix is its inbound logistics. This would be in the form of its content acquisition efforts. In order to adapt to new competitors in this field who would rather stream their own content, for example Disney+, Netflix has successfully turned to focussing its inbound logistic efforts heavily on creating its own content. “Netflix spent $13 billion on content last year, with 85% of new spending earmarked for originals.” Forbes (2019) However, despite these efforts to move to creating its own content. Netflix users, especially in America still heavily use Netflix to stream shows that have to be licenced in as shown in Figure 3 in the Appendices. This is reflected in over 40% of Netflix subscribers in the U.S. almost exclusively watching licenced content in 2017. Forbes (2019). These statistics highlight the reliance Netflix has on other businesses in the industry in order to increase and retain subscribers. 

Operation systems 
The value that is created here is the personalisation and algorithm service Netflix offer. The part of the Netflix operation system that sets it apart from its competitors is its recommendation system which uses a set of algorithms to find shows that the consumer would want to watch next. This adds value to the company as it not only offers an array of shows for the consumer to choose from but it also takes out that element of thought for the consumer in which they can just choose the next show at the top of the screen with a predefined idea that it will be something they will potentially want to watch. This ease of use encourages people to stay with Netflix and provides an ongoing revenue stream for the company.  

The company defines these algorithms as the following process: 

· Your interactions with our service (such as your viewing history and how you rated other titles),
· Other members with similar tastes and preferences on our service, and 
· Information about the titles, such as their genre, categories, actors, release year, etc. 
· The time of day you watch,
· The devices you are watching Netflix on
· How long you watch.
Netflix (2019) 

Outbound logistics
The systematic approach used for the outbound logistics of delivering the Netflix services comes from Netflix servers that have been built in house from scratch and places in numerous internet service providers around the world. The point of this as described by Tucker (2016) is to reduce the load on the network and reduces costs for internet providers to handle the increased congestion on their networks. An example of this is shown in the diagram below:


[image: ]

Figure 2: Netflix content distribution model. Tucker (2016)

This chain of events as shown in Figure 2, helps Netflix keeps its operations flowing smoothly as it allows for strains on the networks in local areas if multiple people are watching the same show at the same time. 


Marketing and Sales 
In reference to the marketing systems of Netflix, this company stands out from traditional TV channels in the fact that it does not have advertising in between episodes or films. It instead creates brand partnerships to encourage memberships through other platforms it would not normally have access too. An example of this being a three-partnership tie between Burger King, Coca-Cola and the Netflix show Stranger Things in 2019. Aghadjanian (2019) discusses this partnership and how Netflix branded packaging is used on the Burger King products as well as how a Lego set inspired by the Stranger Things cast has been created. This demonstrates that although Netflix does not offer direct advertisement to consumers, income revenue is made by licencing brands and creating partnerships that not only create new members for Netflix but also new customers to the other brands products. 

Service 
The service system provided by Netflix is highlighted by its aftersales support for its millions of subscribers. The focus by Netflix here is to allow its employees to be themselves when talking to customers and as this is a one option subscription service there is no incentive for employees to try and sell anything additional to customers. By adapting to this service, it allows for “a customer that has a problem that has recovered delightfully can actually leave that interaction more satisfied than a customer who didn’t have a problem in the first place.” Buell (2017) Thus leading to continued brand loyalty by the customer and an ongoing revenue stream for the company as well as a strong reputation for the brand.
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There are a variety of support activities that are described in Porter’s value chain that can be applicable to Netflix. These supporting activities help Netflix to maintain full operations of its primary functions.  

Procurement:
The first supporting activity to be mentioned is the procurement process of Netflix. It is the support of Netflix’s inbound logistics that help it to adapt to increased competitors in the digital media industry. The procurement support for Netflix comes mainly from its international territories. This is where its licensing of products is most prominent due to distinct tastes around the world in order to fill its gaps that are alongside its original content. Hazelton (2019) discusses how while expanding to new markets, holes exist in certain regions and that Netflix can be difficult to deal with for content sellers in some non-US markets. 

Human resource systems:
Netflix’s famous HR policies help it to streamline resources and focus on multiple primary activities of the business. Netflix does not settle for anything less than the best and it is the focus on the work at hand rather than company benefits that are at the core of Netflix’s HR systems.  The company has an approach to its dream team which is “one in which all of your colleagues are extraordinary at what they do and are highly effective collaborators.” Netflix Jobs (2020) This shows how Netflix is able to focus on its primary activities by having an effective HR system that ensures employees work together in order to achieve the common goal of the company. 

Technological development systems:
Netflix’s external market is one that is crowded. In order to achieve continued subscriptions as well as an attempt to diversify from its competitors, Netflix has continually developed new technology to support its primary activities. An example of this is the creation of play-along films such as Bandersnatch by Netflix that required intensive engineering software from the team. Schuler (2019) discusses how Netflix was the first to use this technology at scale and a variety of different languages and on a variety of different platforms. This engineering effort by Netflix allows for its content to be distributed globally and to keep people interested. 

Infrastructure: 
The infrastructure efforts provided by Netflix to support its activities are vast. One example of infrastructure used is its partnership with Amazon Web Services in order to streamline efficiency. Netflix uses Amazon Web Services as described by Bennett (2017). “We can discover and respond to issues in real time, ensuring high availability and a great customer experience.” This shows how Netflix has approached its infrastructure systems in a way to best support its customers and continue to develop efforts to interact and support them in the future. 
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Overall, the internal analysis of Netflix shows how it is a streamlined company that focusses on efficiency of service in order to maintain such a global consumer base. This analysis also shows Netflix is battling with having to licence products in order to initially attract consumers but also invest heavily in content creation itself in order to bring out new products to sustain customers. 
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Based on the analysis given above, it is clear that Netflix has a strong internal structure that supports every section of its business. It is unclear however, how this business model will go onto thrive especially as there is now increased competition in this sector which is removing a substantial amount of their own licenced content from Netflix.
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Figure 3: Licence Content use on Netflix versus original content. Spangler (2018)
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