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Introduction
This is an assessment of the BBC market position in-light with of digital disruptions from the likes of Netflix
1. The macro environment
1.1 Politics
On June 23rd 2016, the British public voted to leave the European Union. Brexit was expect to have been finalised by March 29th 2019, but a lack of consensus in Parliament over how Britain should leave the EU has resulted in the prime minister’s proposals failing to get the required backing of Parliament. This has increased the uncertainty for the future of broadcasters and the country in general.
According to Harcourt (2016), withdrawal of the UK from the EU will mean UK based broadcasters will still be able to broadcast to Europe through some agreement such as those under the European Economic Area (EEA), or through a bi-lateral agreement through the World Trade Organisation (WTO) framework. The concern for the UK based organisations is that the UK will lose influence over future EU policy leaving UK based organisations at a competitive disadvantage.
Currently as a member of the EU, British organisations registered with Ofcom, the UK’s communications regulator can broadcast to other EU countries without further regulation by other member state under the ‘Country of Origin directive. Withdrawal from the EU will mean UK organisation may need to set up somewhere else in Europe to ensure continued access to the vast market.
Brexit will most likely result in the end of freedom of movement. It is estimated that 10-20% of the UK audio visual workforce is comprised of EU citizens (Hebert, 2018) and 40% across the creative industries in general (McDonald, 2018). There is growing concern that limiting freedom of movement will undermine the creativity and competitive advantage of UK based organisations.
According to the British Film Institute (BFI) (2018), the UK has received £298.4 million funding for creative arts projects across the country in the last decade. The British government has pledged to develop a funding scheme to ensure continued support for the industry; however the BFI has warned that the government will not be able to match the funding from the EU (McDonald, 2018).
1.2 Economics
Recent government figures show that the Digital, Culture, Media and Sports sectors are now worth over £268 billion to the UK economy with the digital industries accounting for over £130 billion in 2017( Department for Digital Media, Culture and Sports, 2018). The UK government supports the industry through a dedicated tax relief scheme; a report commissioned by the BFI (2018) found that £632 million in UK tax reliefs for the creative industries in 2016 resulted in £3.16 billion in production spending on films, TV programmes, animation and video games. However Brexit is largely anticipated to have a negative impact on the UK economy in the longer term (Pollard, 2018) resulting in a reduced a reduced ability to sustain initiatives such as these. 
1.3 Social
Recent statistics show that the UK population is growing and becoming older with those aged 65 and above accounting for 18.2% of the total population and this number is estimated to grow to 20.7% by 2027 (ONS, 2018). 
Research evidence suggests that millennials and younger generations have media consumption habits that differ vastly from older generations prioritising the always connected and customisable services against linear television (Guerrero, 2018). Research evidence by Ofcom (2018) highlights that although young people are using the iplayer and online BBC services; they are far less likely than average to consume content from the BBC. The BBC has to respond to the needs of this demographic in order to maintain their competitive advantage.
Increasing immigration means that broadcasting organisation such as the BBC has to tailor their content to meet the needs of a diverse population. Recent Ofcom (2017) statistics show that there’s an under representation of people from minority ethnic backgrounds in the UK based television industry at 11% compared to 14% nationally and significantly lower than the 40% of people of minority ethnicity who live in London where the majority of the broadcasters have their headquarters. Research evidence from Ofcom (2018) shows that people of minority ethnicity feel negatively portrayed on the BBC while disabled people feel that coverage focuses on their difficulties and gay, lesbian and transgender people’s experiences are skewed.
1.4 Technology
1.4.1. Privacy
With the rise of data as a currency and increases in data breaches such as the 2017 ABC data breach where thousands of user passwords were lost (Sharwood, 2017). Blockchain technology has the potential to safeguard the privacy of users which would help restoring trust in content providers.
1.4.2 5G
5G is the next big technology poised to revolutionise the way broadcasters distribute their content. 5G has the potential to handle large volumes of traffic, increased download speeds, and increased coverage (BBC, 2019). The BBC is currently involved in a number of technological projects aimed at improving the quality of the service including research and preparation in 5G.
2. Microenvironment
2.1. Competitive rivalry
2.1.1. Netflix
Netflix is currently considered the leader in the video streaming industry (Statista, 2019). According to their latest report, Netflix has 139 million paid subscribers in 190 countries. Netflix original content started in 2013 with House of cards as a way to mitigate against the threat of studios refusing to licence their content on the Netflix platform. The company produced 300 original programmes in 2017(Statista, 2019). The company’s content budget was estimated to be around $15 billion (Perez, 2019). Netflix’s investments are debt fuelled with debt estimated at $10 billion in 2018. Estimates suggest that 37% of the world’s internet users use Netflix (Statista, 2019). Content from Netflix is produced for a global audience as opposed to BBC content which is UK centric reflecting UK voices and life (Ofcom, 2018).
2.1.2. Amazon Prime Video
Amazon Prime Video is the world’s second largest video on demand service owned by Amazon with a 20% of worldwide internet users accessing the service (Statista, 2018). It is estimated that Amazon will spend $6billion dollars on original content; half of what Netflix is expected to spend (Sherman, 2019). Like Netflix, Amazon Prime video content is aimed at the global audience.
2.1.3. Sky
Sky has 23 million customers across Europe. It employs over 31000 people and has revenues of £13 billion. In addition to supplying satellite TV programmes, the company supplies broadband internet and mobile/fixed line telephone services to individuals and organisation. In 2018, it was announced that Sky was going to invest £500million in original content (Farber, 2018). This is a fraction of what Netflix is investing in original content. Research evidence shows that pay TV revenues have started declining highlighting that Sky is not immune from competition from Netflix and Amazon.
2.1.4. ITV
ITV has a market share of 21% compared to the BBC’s 31% (Statista, 2017). ITV like the BBC has been negatively affected by the rise of streaming services such as Netflix. They have an original content budget of just over £1billion (ITV, 2018). ITV offers digital content through the ITV Hub. It was recently announced that ITV and BBC will collaborate on a subscription based streaming service aimed at competing with Netflix and Amazon Prime video globally (St Leger, 2019).
2.1.5. Channel 4 and Channel 5
Channel 4 and Channel 5 have a combined audience share of 16.76%. In 2017, Channel 4 invested £675million on content (Channel 4, 2019) while Channel 5 invested £533million on content in 2016 (RTS, 2018).
3. Threat of entry
Advances in digital technologies have resulted in a significant reduction of the barriers to entry into the broadcasting industry in the UK. There is an absence of proprietary technology which further lowers the barrier of entry into the UK broadcasting industry. 
The BBC benefits from having a high overall reach with research suggesting that 9 in 10 adults consume BBC content each week (Ofcom, 2018). Additional to this the BBC has a high quality and wide reaching coverage of creative, current affairs, news, educational and learning content for all ages. The BBC is well regarded and trusted by the audience with three quarters of people reporting being satisfied with BBC output (Ofcom, 2018).
4. Threats of substitutes
Threats of substitutes are high owing to technological advances. People, particularly young people access content from alternative sources like YouTube, Facebook and other social media platforms. The cost of switching to substitutes is significantly is very low.
5. Power of buyers
Buyers have a high power of bargaining over the BBC due to intense competition and wide ranging choice. The annual licence fee now costs £154.50 for a colour TV compared to £72 for Netflix and £79 for Amazon Prime video which also includes other benefits including free next day delivery on purchases on Amazon. Most content is also available for free on YouTube increasing the bargaining power of buyers.
6. Power of suppliers
The BBC has a procurement budget of £1.4billion annually. This gives the corporation some power over its suppliers, however increased competition across the industry means that suppliers also have some power over the BBC. As a publicly funded body the BBC has to comply with regulations and most contracts have to go through a tendering process and suppliers have to compete with others to win BBC contracts. Suppliers therefore have medium power over the BBC.
7. SWOT Analysis




	Strengths
Trusted by the public
Licence fee funded
Strong brand image
Largest broadcaster in the United Kingdom
Offers a wide range of services to meet different needs
Strong UK original content
Strong economic position
Strong research and development

	Weaknesses
High operating costs
Failure to engage younger audience
Negative portrayal of people of minority ethnicity
Negative portrayal of disabled and LGBT people

	Opportunities
Partnership with ITV: BritBox
Embracing diversity
Commissioning Code of Practice: this if successful will increase diversity


	Threats
Strong competition
Loss of staff due to Brexit
Changing demographics and audience habits
Loss of EU funding for projects due to Brexit
Loss of revenue due to changing licence fees
Reduction in UK original content




8. Conclusion
The BBC faces intense competition from the likes of Netflix and Amazon but it has a track record of producing high quality UK centric original content. Although Netflix is leading the way in streaming services, this has been at a great cost with debt estimated to be around $10 billion in 2018.
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