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[bookmark: _Toc36840415]Introduction
This report focuses on the internal analysis of Netflix in relation to its operations using the value chain framework. Additionally, this report also analyses where the organisation has competitive advantage and where it could improve by establishing an internal SWOT analysis focusing solely on the strengths and weakness section of the framework. 
[bookmark: _Toc36840416]Porter’s Value Chain 
The value chain is a set of activities that an organisation does to provide a product or a service (Madudova, 2017). By conducting a value chain analysis, an organisation can establish their internal weakness and strengths so that they can decide which sections of their business provide them with competitive advantage and which sections need to be further developed or improved (Martek and Chen, 2016).
[bookmark: _Toc36840417]Primary Activities
This section of the value chain consists of 5 stages which are: inbound logistics, operations, outbound logistics, marketing and sales and finally service (Tardi, 2020). The first one links with internal receiving and storing, the next one focuses on the actual operations to make the product or service, outbound logistics are the activities used to distribute the product to the customer, furthermore marketing and sales relates to advertisement and promotion and finally service links with enhancing consumer experience (Fahy and Jobber, 2019). Therefore, the next part of this report analyses the 5 stages further, in relation to Netflix.
[bookmark: _Toc36840418]Inbound Logistics
There is an array of Netflix suppliers, such as Comcast, Gaumont Film company, Amazon and Lionsgate, these organisations supply Netflix with the distribution rights to certain shows and movies that these suppliers own (Best, 2020). In regards to storage of all this data Netflix entrusts Amazon Web Services (AWS), which is interesting since Amazon is one of Netflix main competitors, however by having Netflix as a customer boosts AWS ratings and therefore AWS can continue to improve resulting in a win for both organisations (Nair, 2017). 
Unfortunately, there is an arising problem in relation to the suppliers of Netflix, as currently more organisations within this industry are creating their own streaming media business resulting in a more limited content available for Netflix (Molla, 2018). This could prove detrimental as 92% of Netflix inventory is created by its suppliers (Samarajiva, 2019). Therefore, Netflix must adapt and change its inbound logistics to adapt to the rise of competition. 
[bookmark: _Toc36840419]Operations
The main operations for Netflix is their original brand, as 85% of new spending content budget is allocated towards their original section (Rodriguez, 2019a). In 2019, the streaming service spent $15 billion on content and it is projected to spend over $17 billion in 2020 (Spangler, 2020a). However, since original content is a successful operation for Netflix other competitors are also embracing original content to gain subscribers (Power, 2019), as for example Disney + who aims to spend $1 billion on original content (Spangler, 2019) and Apple TV who is investing $6 billion into its own shows and movies (Statt, 2019). So now, more than ever, it is crucial that Netflix improves its original production to satisfy, entice and retain customers. 
[bookmark: _Toc36840420]Outbound Logistics 
How Netflix stores and delivers its streaming platform is a highly complicated technological process, that happens within a network of computers servers, which as mentioned before is ran by AWS (Nair, 2017). Apart from the physical/virtual storing space used, Netflix also depends highly on another activity which is the analysis of big data, as by utilising their successful measures of big data it has allowed Netflix to tailor and target different people with tailored content, resulting in a personalised recommendation section within the streaming service which has proven to be an advantage of Netflix (Dixon, 2019). 
[bookmark: _Toc36840421]Marketing & Sales
Netflix marketing expenses were $2.65 billion in 2019 (Watson, 2020), and the company appears to be focusing more on international marketing rather than advertising within America (Deighton, 2019). The streaming giant does not have adverts within its content but however still works and creates partnerships with popular brands such as Coca-Cola to promote itself and its original content to engage customers (Rodriguez, 2019b). Additionally, Netflix used to provide free trials in an array of countries, however since recently Netflix has ended that promotion in several European and Latin American countries, the organisation claims that is might not be permanent and that they are instead testing new marketing ideas (Bertran, 2019). It is unclear the impact this could have on Netflix, so therefore it is important that the organisation continues monitoring data to establish if they should reinstate the option. 
[bookmark: _Toc36840422]Service
Currently, Netflix is under enormous pressure due to the pandemic of Coronavirus, which has resulted in a bigger demand for the streaming platform and it has resulted in Netflix having to reduce its quality to cope with the overload of usage (Griffin, 2020). Simultaneously, Netflix also has had to suspend part of its customer support which does not provide customers with reassurance on the company (Spangler, 2020b).  When Netflix is not in such a high straining period, the customer service appears to be a good platform, (Firuta, 2016), however it is vital that Netflix learns from this experience to improve the customer service section to match any potential scenarios.
[bookmark: _Toc36840423]Support Activities
Upon analysis of the primary activities is it crucial to evaluate the support activities as these are the ones that improve efficiency within the primary activities, the four support activities are: infrastructure, Human resource management, technological development and procurement (Peterson, 2019). Infrastructure relates to the formal sections of an organisation such as finance and planning, human resource is concerned with recruitment and training of people, the third activity links with research and development and lastly the procurement activity is associated with obtaining raw materials (Johnson et al, 2017). To fully understand the support activities, each one of the four is analysed further in relation to Netflix in the next part of this report. 
[bookmark: _Toc36840424]Firm Infrastructure 
One of the best infrastructure sections of Netflix is their legal side, as Netflix is constantly under lawsuits or controversy due to their original shows (Harrison, 2019), more recently Netflix’s original show “When they see us” got sued by two different organisations, however the judge ruled in Netflix’s favour (Westenfeld, 2020). 
It is imperative that Netflix continues to invest within their legal side to protect themselves and their original content. It is also important that Netflix does not loose at trials to ensure the organisation maintains a good reputation. 
[bookmark: _Toc36840425]Human Resource Management 
Arguably one of the best departments of Netflix is the talent recruitment, as Netflix operates under a ‘Freedom and Responsibility’ culture that provides their staff with all the freedom for them to exercise their responsibilities, this means no quota for holidays and no expense policies (McCord, 2014). Furthermore, many agree that this culture is part of Netflix success (Putter, 2018) however, others describe is as ‘culture of fear’ due to staff having to constantly feel as if they are going to be fired (MacLellan, 2018). 
Despite, the arguments against this culture it appears to be working positively for Netflix and it provides the organisation with a competitive advantage since this culture is also associated with the high levels of creativity within Netflix (Rajan, 2020). 
[bookmark: _Toc36840426]Technology Development 
As established within primary activities big data plays an important part in providing customers with tailored recommendations so that Netflix can create a connection with the customers (Whaley, 2018). The current world is powered by big data and therefore it is crucial that companies adapt and utilise their knowledge to stay within the growing trend (Pearlman, 2019), Netflix on the other hand has already been utilising big data successfully which could be correlated with their success within the industry.
[bookmark: _Toc36840427]Procurement 
This activity could prove to be Netflix current biggest weakness as the streaming giant is losing distribution rights for a lot of shows (Reyes, 2019) due to content providers moving into the streaming industry themselves and taking their movies and shows with them, which in turn could prove damaging to Netflix since the company lost rights to 3 of the top 5 most watched titles from 2018 (McBride, 2019). This means Netflix must rely more on their original content or in turn find other ways to procure shows and movies. 
[bookmark: _Toc36840428]SWOT: Strengths and Weakness
A SWOT analysis is a framework that can be used to synthesise the internal analysis conducted (Jobber and Chadwick, 2016). Firstly, Netflix ability to utilise big data to give recommendations to their customers is a strength that provides the organisation with competitive advantage, additionally despite the controversy the ‘freedom and responsibility’ culture appears to be a factor towards the success of Netflix and therefore can also be a strength. 
Conversely, the lack of knowledge and awareness to what the future might entail in relation to distribution rights and suppliers is Netflix biggest weakness, as the company depends highly on these suppliers to be allies instead of competitors, however the latter appears to be the trajectory that this industry is taking. 
[bookmark: _Toc36840429]Conclusion
Overall, this report has established the activities, both primary and support, of the value chain to outline Netflix strengths and weakness and provide recommendations for the organisation moving forward. It is unclear whether Netflix will remain in the lead of the streaming competition, however currently it appears that its culture, original content and usage of big data is allowing the organisation to be the incumbent within this industry. 
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