


1 (1) Using the Ansoff Matrix to Support Netflix’s Strategic Decision in a Challenging External Environment Strategic models can be useful not due to their ability to predict the future accurately, but they enable managers to introduce order into uncertainty. Intuition is hardly sufficient when markets are congested and dynamic. In the case of Netflix, the key strategic issue is how to continue growing in an entertainment market where attention is dispersed, competitors are increasing and traditional subscription expansion is no longer assured. This decision can be applied using the Ansoff Matrix since it organizes growth based on two fundamental dimensions: products and markets. More importantly, it assists managers to make a comparison between ambition and risk. The matrix of the Ansoff Matrix (the Product/Market Expansion Grid) is also known as the product/market expansion grid. It defines four options, namely market penetration, market development, product diversification and development (Ansoff, 1957). Market penetration implies that the company sells more of its products in a given market. The process of developing the market refers to introducing the current products to new markets. Development of products involves the introduction of new or enhanced products to the old customers. Netflix is in a very hostile environment. There are other streaming services as well as the competition of Netflix. According to its 2024 Form 10-K, competitors would be linear television and streaming entertainment companies, video game companies, online social media (user-generated content), or other forms of entertainment (Netflix, Inc., 2025a). It also points out that the rate at which the members increase is not high when it is already saturated with Netflix. This puts pressure. The company will have to expand on the traditional subscription business but not go too far away from it, otherwise it may become weak and lose its strategic direction. Market penetration is the first Ansoff. The Netflix can enhance its business and revenue in the current market by providing recommendations, enhancing the content of the products, offering price reduction and advertising plans. It has a rather low risk since it knows how to use its platform as well as its brand and customer behaviour. According to the letter to shareholders in Q4 2024, Netflix will work on product experience, pricing and planning, and also expand its advertising (Netflix, Inc., 2025b). This is what makes the decision makers understand that growth does not have to be done with new industries. There are cases when more involvement of existing users will give more effective returns. The second alternative is market development. Netflix has the ability to extend its current streaming service into the international markets that are not yet mature, where broadband penetration, payment systems and streaming behaviors are not yet fully developed. This path is appealing as Netflix estimates over 750 million broadband households, excluding China and Russia in its addressable markets (Netflix, Inc., 2025b). However, it is hardly ever easy to develop a market by selling the same product in another place. The content of local-language, regulation, income levels and preferences in payments are drastically different between countries. Ansoff thus assists managers to realize that same product, new market usually needs some changes rather than just geographic extension. The third choice and perhaps the most powerful strategic focus is product development. Netflix has the opportunity to present new or enhanced products to its current customer base, such as games, live programming, sports-related events, advertising forms and other more personalised platform features. This alternative suits Netflix since it relies on the already established relationships with members but also adapts to the shifting entertainment behaviour. According to the company itself, it plans to expand into new markets like live programming and games, as well as enhance the overall experience of the product (Netflix, Inc., 2025b). Unlike full diversification, product development will enable Netflix to extend its business without losing its identity as an entertainment provider. The fourth alternative is diversification. This would mean that Netflix enters new markets with new products: such as, becoming a big publisher of games, entering the physical entertainment business, or even going more aggressively into consumer products. These steps could generate additional revenue streams. They are also the most dangerous decisions in the Ansoff Matrix. In the case of Netflix, diversification might be tempting due to changing attention markets but it may also divert management away from streaming, advertising and content investment. Since competition for attention is already fierce, diversification should be narrow instead of broad. In conclusion, the Ansoff Matrix would have aided Netflix in pursuing a balanced growth strategy. Market Penetration could continue via advertising, pricing and enhanced engagement; Market Development could be explored selectively in untapped international markets; Product Development should be prioritised through games, live content and enhancements to the platform. However, full diversification should be undertaken with caution. The model greatest strength lies in its simplicity it provides managers with a tangible tool for comparing growth trajectories and discussing risk in an open forum. Nonetheless, it has its weaknesses it does not entirely account for the intensity of competition, the nature of the customer, internal competences or issues that may arise during implementation. If used on its own, there is a danger that it will over-simplify a complex market. Used critically though, it can assist Netflix in making a significant strategic decision without conflating growth aspirations with reckless expansion.2. Using RBV/VRIO and Value Chain Analysis to Build Competitive Advantage The long-term success of a company is not always based on one outstanding thing. Rather, it has more to do with the ability of the management to create something that is difficult to duplicate by the combination of the resources and routines and decisions that are made to create the value that the customers can see. The internal analysis, in its turn, is not an easy list of advantages. It is much more pointed: what does the firm have, what is it doing better than others and why should it be important? There are two models applicable. VRIO analysis is used to evaluate the strategic nature of resources, which is the Resource-Based View; the other approach is the value chain analysis, which focuses on how the resources can be transformed into cost advantage or differentiation. According to the RBV, when a company has resources that are not easy to replicate and can be used to achieve competitive advantage, it will do better. Barney in his initial model focused on this aspect of the substitutes and in his VRIO version he introduced an additional question of whether the firm is organised in a way that allows the value to be captured. This last statement is underestimated. It might seem like a brand, patent, technology or culture can be effective on paper but unless there is a routine, leadership structure and incentive systems to make use of the resource it can never be made useful. VRIO is not a checklist. When applied wisely, it distinguishes between competence and strategy. This is demonstrated by Apple. Its benefit does not lie in the appealing hardware, or even a well-known product. Instead, it is found in an integrated package: design skills, brand credibility, proprietary operating systems, services, retailing experience and supplier management. According to Apple, it designs and develops almost the entire solution of its products, which include hardware, operating systems, applications and other services (Apple, 2024). This integration is useful as it enhances user experience and premium pricing. It is also comparatively scarce, because few technology companies have such a large number of complementary components simultaneously. However, VRIO must not be applied naively. The company itself issues warnings of strong competition, brief life cycles of products and price pressure (Apple, 2024). What is unusual today will turn out to be common tomorrow. Value chain analysis takes the issue in a different direction. According to Porter (1985), advantage lies in how companies do related activities, including logistics and operations to marketing, service and technology development. Its value is precision. Rather than stating that a business has good operations in a general manner, managers may ask where costs are incurred, where waste occurs, and where differentiation is achieved. In most cases, the origin of advantage is not within a department but among activities. Toyota provides a good example. Toyota Production System is based on the concept of waste minimization, reduced time of delivery and low cost, high quality production with two pillars in its structure being jidoka and Just-in-Time (Toyota Motor Corporation, n.d.). It is not only that the strength of Toyota lies in the factory floor as it has been viewed through the value chain lens. It comes up with the combination of the planning of production, supplier interactions, control of quality and kaizen by employees. The abnormalities may occur to stop production before they reach the stage of defects. In the case when the Just-in-Time is operating effectively, the inventory will be lowered and responsiveness will increase. Visible tools like kanban can be imitated by competitors but social discipline cannot be imitated. However, there are limitations to value chain analysis. It can cause an organisation to appear cleaner and more separable than it truly is. Capabilities tend to be tacit, historical and embedded in relations. Furthermore, a chain which previously created advantage can ossify when technology or customer expectations change. Toyotas lean system enhances efficiency, yet tightly coupled supply chains may be brittle during times of disruption. This is where dynamic capabilities come into play: firms need to sense change, seize opportunities and reconfigure resources as markets change (Teece et al., 1997). All in all, the combination of RBV/VRIO and value chain analysis is the most effective. VRIO is a question that is asking whether there are resources within the company to support the existence of advantage, whereas the value chain poses the question as to how the resources can be reduced or even better valued by customers. Resource integration is demonstrated by Apple as the foundation of differentiation and Toyota as the example of the efficiency and reliability created through coordinated activities. The two models cannot be sure of success. However, when they are critically used and applied on an ongoing basis, it will assist managers to avoid being obsessed with internal strengths but rather to test out their potential to become a long-term competitive edge. 3.Strengthening Market Position through Customer Value, Pricing, Innovation and Communication When a customer can be made to see the reason why a business is worth its attention over other options, then that is when it has improved its position in the market. The promotion can be done and low prices may help the people to give a trial, but not necessarily. It takes a long time to establish a good standing and this is only possible through the compatibility of value offered by customers, cost, innovation and communication. This logic is well explained by the Strategy Clock which was developed by Bowman and Faulkner, as it indicates that buyers consider the price and also the perceived benefits (Bowman and Faulkner, 1996). The challenge is not to be cheap or popular but to have an attractive place in terms of value for money and maintain it. Customer value is the priority. The companies must know what the customers desire, what issues they are attempting to address and which practical or emotional benefits are most important. According to Kotler and Keller (2016), target-market selection and customer value creation are the two aspects of effective marketing. It implies that customers must not be addressed as a single mass. Netflix, in particular, simplifies finding content with viewing data and recommendation systems. The outcome is convenience, personal relevance and loyalty. But there is limitation of data. It can show what people watch or avoid, but does not always explain why they act in such a manner. Analytics ought to be integrated with human insight because of that reason. Pricing is then a price in the market. The price gives information of quality, brand and what will be provided to the customer. According to Nagle and Muller (2018), value-based pricing must be based on the belief of customers that they are getting something rather than just an increase in cost. An example of this is IKEA which offers low prices but with acceptable design as well as good home-living experience. Apple is not different since it has high pricing due to the fact that people associate its products with the aspect of design, dependability, ecosystem comfort and status. None of them is better off automatically. It does not matter whether the promise is backed by the price. Innovation also maintains and renews market position. The product development strategy by Ansoff describes how companies can expand their business by providing new or enhanced products to the current markets (Ansoff, 1957). However, innovation does not necessarily have to be dramatic. Starbucks enhances its standing through seasonal beverages, mobile ordering and loyalty programmes. These changes keep the experience fresh while maintaining the core coffee offer. Rogers (2003) argues that innovations spread more easily when customers recognize relative advantage and compatibility with existing habits. Therefore, successful innovation solves customer problems rather than showcasing technology for its own sake. The last link is communication. Even a good, reasonably priced and innovative offer can be unsuccessful in case the customers are not aware of it or do not believe in it. According to Keller (1993), high brand equity relies on positive, powerful and distinctive brand associations. Nike shows this well. Its marketing relates sporting goods to drive, self-identity and success which makes the brand more than shoes and apparel. However, there should be believability in communication. When the message is promising more than experience, trust erodes. In general, the four factors enhance each other to strengthen market position. Customer insight recognizes value; pricing communicates and captures it; innovation renews the offer; and communication explains why the brand is important. Netflix, IKEA, Apple, Starbucks and Nike demonstrate that this advantage hardly occurs as a result of one action alone. It is based on the congruency between what customers appreciate and what the organisation has been delivering again and again. 4. The contemporary organisations ought to be social responsibility, sustainability and stakeholder value conscious but not in an overzealous manner. There is still profit. In the absence of financial return, a company will not be able to invest, remunerate its workers, offer incentives to investors or survive in competition. However, it appears that we are becoming more narrow-minded when it comes to the issue of profit as the sole objective. Strategic management does not only entail looking at the immediate monetary rewards; strategic management also entails long term goals, expectations of the stakeholders, organisational values and trade off between efficiency and effectiveness. The question of how value can be captured is not just one of business, however, it is also about the way in which it is produced, distributed and retained. According to the shareholder perspective, which is attributed to Friedman (1970), a manager should be focused on the interests of the owners in terms of their financial interests and as long as they do not violate the law. It has practical strength. The investors will invest money and receive profits; besides, when the managers are involved in any social issues, there can be no clear boundaries, and responsibility may not be clear. Nevertheless, the stakeholder point of view challenges the assumption that the shareholders are the only people whose interest matters. According to Freeman (1984) firms have relationships with workers, clients, suppliers, society and authorities. In practice, these organizations may either support or oppose the business operations. Labour practices, environmental degradation or lack of trust within the community might not show up in the balance sheet of an organization but it can later result into reputation damage, legal action, staff turnover and even consumer boycotts. CSR, hence, must not be regarded as decoration. According to the model of Carroll (1991), businesses have economic, legal, ethical and philanthropic duties. Its worth is in denying a false dilemma between responsibility and profit. An ethical company should also be economically viable; but it has to operate within the law, act ethically and, where possible, give back to society. This can be seen by Patagonia. Its environmental activism, repair schemes and anti-overconsumption messages are not unrelated to its brand identity; instead, they aid in defining it. Nonetheless, CSR has to be credible. When companies make sustainability claims without altering their operations, stakeholders might perceive greenwashing and that can destroy trust more than silence. The concept of sustainability needs to be given the special attention since business is based on natural and social processes. According to Elkington (1997), people, planet and profit are the three bottom lines of performance. This can also mean that in a company like IKEA, it should use the renewable materials, increase its energy efficiency and produce cheaper products with less effect on the environment. It will minimize waste, build trust and help sustain in the long term. But tensions persist. The short-term cost of sustainable sourcing may be increased, but the price could be too high for some customers. This is why sustainability cannot be added to strategy as an element of PR. The organisational culture is the gap between declared responsibility and actual behavior. A company can have very good CSR reports; however, when internal rewards are based on growth in sales only, employees will inevitably concentrate on figures rather than ethics. According to Schein (2010), culture determines common assumptions, values and day-to-day behaviour. The routines of leadership, recruitment, incentives and decision-making thus count. An example of how values can be used to shape product development, supply chains and brand positioning is Unilever sustainability agenda. But culture should not be commercialized. An inefficient business that does not pay attention to its values will fail; a profit-only culture can become illegitimate. In general, the businesses need to pay much attention to stakeholder value and sustainability but not as a substitute of financial return. The more robust response is integration: profit must be achieved through responsible behavior, not at the expense of social costs. Porter and Kramer (2011) refer to this as shared value where companies enhance their competitiveness and meet social needs. In this respect, business does not have charity as its wider role. It is the understanding that trust, resources, institutions and communities are the basis of long-term profitability. Profit should not be the only thing that businesses consider because eventually, even profit relies on what comes after it.
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