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The Struggling of Netflix in India and Proposal of Solutions


1. [bookmark: _Toc110728101]Executive Summary

In the investors meeting, someone is using “frustrate” to express his dissatisfaction on the business growth in India as his company is not getting the “flywheel spinning” effect though it works well in other regions or countries. He, Reed Hastings the CEO of Netflix was upset about the uncompetitive business growth in India as they were not getting the “flywheel spinning” effect.  Flywheel spinning effect refers to a sudden remarkable and intensive increase in the member subscriptions with an inflow of revenue. The flywheel spinning effect works well in most of the other countries or regions, except India.

What are the key barriers of Netflix for not experiencing the flywheel spinning effect of India?
How can they overcome the barriers by adopting strategic choices?

By using secondary research as a primary approach, the objective of this paper is to collect information to understand the strategies of Netflix and the strategies deployment in India. Porter’s five forces model will be applied to explain the strategic situation; and findings will be evaluated with propose strategies to improve the business in India market.


2. [bookmark: _Toc110728102]Introduction



2.1 [bookmark: _Toc110728103]Video-On-Demand

The extensive use of smartphones and wifi services, the internet market has brought new ways of doing things in many industries and re-shape the entertainment and media business. Entertainment is a big global business, and it has been changed as well.
 
The convenience of access to the Internet has changed customer behaviour in terms of accessing new information. Media industry has faced the big impact, from the dramatic reduction in printed newspapers to the creation of new distribution channels for film and music downloads. Instant access to entertainment is seen as the norm. As customer behaviour and service needs change, all media practitioners, like companies in the film and television industry, are trying to explore new distribution channels. The global film industry have undergone many rounds of reshuffling and restructuring due to technology advancement. 

Companies quickly occupied this untouched area with technology to provide a new customer experience by delivering the subscription video-on-demand (SVOD) services.  

VOD stands for Video On Demand, which means video-on-demand. As the name suggests, it is a kind of interactive video system that can broadcast programmes on demand, or in a broader sense, it can provide various interactive information services for users. It is a kind of intelligent digital signal converter, which is now developing in the direction of mini-computer, gradually integrating the functions of TV and computer. VOD (Video On Demand) is the acronym of video-on-demand technology. It is free from the constraints of traditional television by limiting your time and location, solving the nerve racking issues of watching what you want to watch, when you want to watch it. Cable TV video-on-demand refers to the use of cable TV networks, using multimedia technology, integrating sound, images, graphics, text, data and so on, to broadcast their designated audiovisual programmes to specific users of the business activities. The service includes pay-per-view, rotating, on-demand real-time and other forms of service. VOD was originally developed to better meet the demand for independent video programming, but as VOD technology continues to advance, its widespread use will have a strong impact on both popular culture and business operations.  (Videa, 2018) 


2.2 [bookmark: _Toc110728104] Background of Netflix

Netflix Inc. (Netflix) is one of the practitioners who can grasp the opportunity to provide a streaming service that offers TV shows, movies, documentaries, etc., and the company provides a "watch as much as you want" approach with a monthly fee.  

Netflix was established in 1997 by Mr. Reed Hastings and Mr. Marc Randolph.  Initially, the company started the business to rent DVDs to customers through the mail.  Reed and Marc first tested the concept by mailing themselves a DVD, and the idea for creating Netflix was born when the DVD arrived unbroken.  Netflix was first in business as a DVD rental by mail firm, in 1997. By using five years, the management of Netflix strived to maintain a cash flow positively, in a sustainable way.  Then the company spent another five years in the US to compete with Blockbuster.  In US, Netflix started their streaming business in 2007, and finally went global in 2010.  With the advancement of technology, Netflix keep on expanding their streaming membership business globally. The first original series produced by Netflix debuted in 2013, and recently the company created a top-viewed program with international attention named Squid Game in the year 2021, with 1.65 billion video viewing hours in the first four weeks of launch.  (Netflix 2022). 

Companies have extended their arms length and expanded their business globally, apart from the reason that the local market is saturated. Most importantly it is commonly opportunities exist in foreign market (Jeannet and Hennessey, 1998).” Netflix’s CEO Reed Hastings shared Netflix’s vision that was to become the best global entertainment distribution service and help the creators of video contents to find audience around the world (Farfan 2019)

As one of the world's leading entertainment services providers in over 190 countries, Netflix has 221 million paid memberships subscribing to a wide range of products such as all sorts of documentaries, television shows and series and feature films under different categories and languages. The company even provides mobile games to increase the variety of products. 

Members can free from the hustles and interruptions of marketing commercials and pop up advertisements and watch, stop and resume watching anytime and anywhere at their own pace with smartphone, smart TV, tablets or internet-connected screens. 


Netflix has three payment plans (i.e., Basic, Standard, and Premium) offered to customers that focus on streaming content quality.  When the subscribers sign in the services of Netflix, there are options offered. The first one is the basic mode which the streaming content, with a lower resolution and standard definition. Subscribers can also pay more for watching videos in ultra high resolutions and most of the time, this mode will be good for smart TV or bigger screen.  The subscription fee are different in different regions or countries.



2.3 [bookmark: _Toc110728105]Why India is important to Netflix?

According to the Netflix website, Netflix is not yet available in China.  However, Netflix has made itself known in the second largest country in the world in terms of population: India, with 1.417B people.  The home country of Netflix, the SVOD American market is moving closer to maturity with a slowing down in subscriptions; all the global players are expanding their horizons and changing their attention to a new international market with a huge population and internal market demand like India to drive their next wave of subscriber growth.  Rajib Basu of Entertainment & Media, PwC India, reported that "India is the fastest-growing entertainment and media market globally and is expected to keep that momentum" (PwC India, 2019).


India is a market that is both loved and hated, and is seen by outsiders as having the potential for high future growth. But behind the fast-growing economy and massive demographic dividend, the Indian market has an incredibly complex culture and religion, as well as hiccups that are always unpredictable. Indians like to define themselves as an “Incredible India” (Kerrigan, F., Shivanandan, J., & Hede, A. M. (2012). 　Despite the market's unlimited potential, India is very different from the business evolution of other developing countries, like China.  Differences in religion, caste and consumption habits are constantly challenging the non-India based global companies who are striving to develop in the Indian market.


As a result of the rick and heritage with long history, Hindustan has grown into a metaphor of art where people with different beliefs, background and religions can be blended together and amazed the world with its diversity.  Apart from the large population, India is "a land of exploration and expression" (Nijhawan, G. S., & Dahiya, S., 2020). that is interpreted in the different forms of art such as music, singing performance, dancing, painting, and handicrafts are always a very authentic area in Indian society. Therefore, the business potential of media or entertainment industry in India cannot be ignored.









3. [bookmark: _Toc110728106]Identify the Strategic Issues by using Porter’s Five Forces Model


1. [bookmark: _Toc110619170][bookmark: _Toc110637800][bookmark: _Toc110638852][bookmark: _Toc110638876][bookmark: _Toc110640744][bookmark: _Toc110700821][bookmark: _Toc110720427][bookmark: _Toc110720866][bookmark: _Toc110728107]
2. [bookmark: _Toc110619171][bookmark: _Toc110637801][bookmark: _Toc110638853][bookmark: _Toc110638877][bookmark: _Toc110640745][bookmark: _Toc110700822][bookmark: _Toc110720428][bookmark: _Toc110720867][bookmark: _Toc110728108]
3. [bookmark: _Toc110619172][bookmark: _Toc110637802][bookmark: _Toc110638854][bookmark: _Toc110638878][bookmark: _Toc110640746][bookmark: _Toc110700823][bookmark: _Toc110720429][bookmark: _Toc110720868][bookmark: _Toc110728109]
In order to develop a sound business strategy, a company needs a comprehensive understanding of the factors affecting profitability in its industry. One tool that can be used to perform this important analysis is the Porter's Five Forces Model. The competitive strategy development was set out convincingly by Porter (1980) and he identified “five forces” with which a firm must contend: 
1. Rivalry amongst existing firms
2. Threat of new entry
3. Threat of substitute products or services
4. Bargaining power of buyers
5. Bargaining power of suppliers 

The strategic positioning of and competitive positioning of Netflix in India using Porter's five forces analysis (Porter, 1998). If a company understands these forces, it can then define and implement a business-level strategy that allows firm to either exploit these forces or protect itself from them.  As a result, an organization is able to remain profitable in long run. The model provides a framework for assessing and evaluating a firm's strength and position in a competitive industry.


1. [bookmark: _Toc110637804][bookmark: _Toc110638855][bookmark: _Toc110638879][bookmark: _Toc110640747][bookmark: _Toc110700824][bookmark: _Toc110720430][bookmark: _Toc110720869][bookmark: _Toc110728110]
2. [bookmark: _Toc110637805][bookmark: _Toc110638856][bookmark: _Toc110638880][bookmark: _Toc110640748][bookmark: _Toc110700825][bookmark: _Toc110720431][bookmark: _Toc110720870][bookmark: _Toc110728111]
3. [bookmark: _Toc110637806][bookmark: _Toc110638857][bookmark: _Toc110638881][bookmark: _Toc110640749][bookmark: _Toc110700826][bookmark: _Toc110720432][bookmark: _Toc110720871][bookmark: _Toc110728112]
3.1. [bookmark: _Toc110637807][bookmark: _Toc110638858][bookmark: _Toc110638882][bookmark: _Toc110640750][bookmark: _Toc110700827][bookmark: _Toc110720433][bookmark: _Toc110720872][bookmark: _Toc110728113]
1. [bookmark: _Toc110638859][bookmark: _Toc110638883][bookmark: _Toc110640751][bookmark: _Toc110700828][bookmark: _Toc110720434][bookmark: _Toc110720873][bookmark: _Toc110728114]
2. [bookmark: _Toc110638860][bookmark: _Toc110638884][bookmark: _Toc110640752][bookmark: _Toc110700829][bookmark: _Toc110720435][bookmark: _Toc110720874][bookmark: _Toc110728115]
3. [bookmark: _Toc110638861][bookmark: _Toc110638885][bookmark: _Toc110640753][bookmark: _Toc110700830][bookmark: _Toc110720436][bookmark: _Toc110720875][bookmark: _Toc110728116]
3.1. [bookmark: _Toc110728117]Rivalry amongst existing firms


3.1.1. [bookmark: _Toc110728118]Competition in Industry

Video On Demand (VoD) refers to streaming video content over the Internet through applications typically referred to as Over-The-Top (OTT).  The Boston Consulting Group (BCG) indicated that 'Entertainment Goes Online' OTT content market in India is pegged to reach $5 billion by 2023.  From the BCG report, there is scope for the co-existence of numerous OTT models in India and the world.  There are mainly a few ways in application includes – subscription based business model which Netflix is using named as SVOD (Subscription Video On Demand) without advertisement, Advertising based business model (AVOD), and Transaction based business model (TVOD) and normally the video will be purchased per transaction.  (BCG 2018).  The customers can use any devices that can be connected to the internet to watch video through OTT apps. The devices includes smartphone, desktop computer, tablet, Smart TV etc. This offers the comfort of watching movies and other entertainment at customers' convenient times and places (Ganuza and Viecens, 2014). 
According to Statista (2022), global revenue in the Video-on-Demand segment is expected to grow annually.  It is projected to reach US$94.88bn in 2022, with revenue expected to show an annual growth rate (CAGR 2022-2027) of 10.72%.  Providing that the marketplace plays strongly and demonstrates a sustainable and long term profitability of the industry, ability entrants must be keen to enter the marketplace.  A profitable enterprise will attract extra competitors searching to gain profits.  If it is effortless for these new entrants to enter the market – if entry boundaries are low – then this poses a danger to the companies already competing in that market. 

On the other hand, Netflix has well known talent management culture conducive to high performance. This internal environment has made Netflix extremely competitive in the highly competitive online entertainment market. CEO Reed Hasting fostered his unique culture of
“Creative and Self-Discipline; Freedom and Responsibility” at Netflix which empower employees to make bold decisions for “the best interest” of the company (McCord, 2014). 



3.1.2. [bookmark: _Toc110728119]Netflix in India
A monthly fee without advertisement model is applicable to India like the rest of the other countries.  Netflix is focusing on certain market segments, not a one-size-fits-all brand.  That means the company will provide tailor-made products to the customers and free from the complexities and frustrations of service enrolments and termination.  Netflix claimed they are not a generic "video" company, offering diverse types of videos, such as daily news, live sports, user-generated videos, and music videos.  They position themselves as a film and TV entertainment network.  They also focus on the freedom of on-demand and the fun of binge-watching and allow the customers to have the flexibility of using any screen at any time.  They claim that they care about the individual experience and finding the most enjoyable titles worldwide for the customers.  (Netflix 2022)
With this background, dating back to early 2016, Netflix was the first leading paid video streaming provider, making its debut in India.  At that point, some local streaming platforms were available in India, but none of them had the same scale, content library, and sophistication as Netflix.  Netflix's basic tier, which allows for 480p streaming on one device — costs Rs500 (US$7.80) for a month, with the two screens HD plan costing Rs650 (US$10) and the 4K package coming in at Rs800 (US$12.50) a month.  (Andriod Central, 2018). 

3.1.3. [bookmark: _Toc110728120]Amazon Prime
Regardless of the market's popularity, it is still possible for new companies to enter the market because e-commerce has an open architecture that can lower barriers to entry and thus increase competition (Chang, Jackson, and Grover, 2003). 



However, the market of India is scalable and lucrative enough to attract powerful competitors, especially since the demand for Netflix in the US is almost saturated.  Right after the launch of Netflix, in the same year, Amazon Prime made itself available in India with a free 60-day trial period, and after that, at an initial annual subscription of Rs 499 ($7.4), a discount of Rs 500 from the list price of Rs 999 (US$14.8).  It is evident that the pricing of Amazon Prime 
In 2019, Amazon Prime Video hosted over 2,000 movies and 400 television shows. This was far lower than its price at that point in time in the US ($99) and UK (£79), though subscribers in the US could get additional services like unlimited photo storage, access to free e-books on Kindle First and Kindle Owners' Lending Library, and Prime Video and Music.  (Manish Singh, 2016). There was no disclosure regarding the subscriber numbers of Netflix in India, but the market made a guest in early 2022 that the number shall be at around 4 million, where Disney+ Hotstar had 36 million and Amazon Prime Video had over 17 million. (Laghate,2022) Therefore, India has become the biggest market in the world for Amazon Prime Video.  

The founder and CEO of Amazon, Jeff Bezos, wrote an annual letter to shareholders expressing that India is the company's most valuable market outside America (Bezos, 2019). 


3.1.4. [bookmark: _Toc110728121]From Hotstar to “Disney + Hotstar”

Hotstar, was a famous Indian OTT platform began operations in February 2014.  In 2018, Hotstar offered all of Star India's television programs, like Indian movies, regional films, and sports content, in a studio (PTI, 2018).  Hotstar had a 300 million active user base, offering TV and films in eight languages for over 50 thousand hours.  There was 60% increase in the number of Indian users for Hotstar Premium, representing 25% of all video streaming subscribers in the industry at that point in time. 

In 2019, Disney acquired Century Fox in year 2019, and Century Fox was the parent company of Star India. Therefore, Disney merged Hotstar together with the existing Disney Channel and create a new global streaming brand named as “Disney + Hotstar” with the synergy effect that more choices were offered in one platform; which offers international programmes from Pixar, Walt Disney Studios, Marvel Studios, and most importantly the local flavour such as well as domestic and third-party content are offered as well.  Therefore, it makes Disney+ Hotstar a top Indian-branded subscription video-on-demand with a top-tier streaming service.  (The Hindu Business Line 2022)



3.1.5. [bookmark: _Toc110728122]Reliance Jio
Reliance Jio Infocomm (also called Reliance Jio or Jio) had consistently strategized to become the number one player in the fertile Indian telecom market.  Reliance Jio 2016 has disrupted the saturated Indian telecom industry. For example, within six months since the launch, data consumption in India has gone up six-fold to 1.2 billion gigabytes per month, making India the most prominent mobile data consumer in the world (Yadav, N., & Gupta, K. (2020) as operator claims that 100 million users in 170 days of the launch were the fastest in the world.  Reliance Jio announced that "Services under the plan will be available at one-fifth to one-tenth of current global rates (ET Online, 2019)." It was proposed to give Jio Fiber users a free subscription to several over-the-top (OTT) platforms (Technopedia, 2019).  He also said, "for the first time in India, we are introducing a disruptive concept for watching new movies.  Premium Jio Fiber customers can watch movies in their living rooms the same day they are released in theatres".  It was also proposed to initiate a 'First Day First Show, from mid-2020, where the latest movies would release on Jio Fiber on the same day as the theaters. 
3.1.6. [bookmark: _Toc110728123]Zee TV
Free access content Zee TV networks offer movies, quality TV content, and around 90 live channels on its Zee5 platform.  Zee networks provide content in 12 languages.  The subscription costs about 70 cents a month.  However, Zee5 offers free access to Airtel's users who have taken plans priced at US$7, 25-a-month or more (Lee, 2019).  Reliance Jio entered into film and TV streaming with a bang.  It also had a tie-up with Balaji Telefilms ALTBalaji to produce exclusive content in the Hindi language, which was widely used in the country. 

3.2. [bookmark: _Toc110728124]Threat of new entry 

According to Porter, boundaries to entry into the issuer and distribution channels may deter entrants (Porter, 1985).  The barriers for the other companies to enter this industry shall bear in mind that it requires heavy investments.

The India Government has established the Telecom Regulatory Authority of India (TRAI), an official regulatory body, according to the section 3 of the Telecom Regulatory Authority of India Act, 1997, and the other new players have to apply for the licenses in order to get the  rights to stream TV shows and movies.  

It is the regulator of the telecommunications sector in India.  TRAI ensured overall benefits to the consumer in terms of choice of services, affordable tariff prices, quality of services, etc. 
Regulatory bodies play a vital role in any mode of business that maintains a balance between multiple industry players.  In India, TRAI was a critical body whose primary functions were to ensure the protection and promotion of the interests of consumers and service providers, affordability, and quality of telecom services.  It was also made responsible for broadcasting and cable services in 2004.  (TRAI, 2022)
It was evident that the Government of India has paid attention to developing telecom services in India because it is not just about the benefits and prices but about improving communications and knowledge or information sharing.

On the other hand, a new entrant must invest resources in promotion and branding to gain the customers' awareness and gain the critical mass in a short time.  This involves much money, resources, and effort.  Therefore the threat of new entrants with the same scale as Netflix or Amazon Prime is minimum. 

3.3. [bookmark: _Toc110728125]Threat of substitute products or services
In Porter's framework, the hazard of substitutes refers to the choice or replacement for a product or carrier hazardous to an organization (Porter, 1979).  The risk of substitution shapes the aggressive structure of the industry.  Porter's definition of the chance of substitution refers no longer to enterprise products but the available merchandise for buyers to purchase.  A substitute product is a product from every other industry that provides shoppers similar benefits to those produced by businesses in the industry.  The risk of substitution in an enterprise influences the competitive surroundings for organizations in that industry and controls the potential of agencies to gain profitability.  Since shoppers can buy substitutes for the industry's products, the risk of substitutes affects the industry's profitability when substitutes become available.
The availability of near-substitute products may increase the enterprise's competitiveness and minimize the profit for corporations in the industry.  The replacement of SVOD can be providing audio and video content such as movies in the cinema, VHS, DVD, Blu-ray, and disc apartment services when required or free television programs.  Cable television transmits content with the aid of coaxial and fiber optic cable.  Services through satellite tv for pc and dish connections in the shape of direct-to-home (DTH) technological know-how that immediately brings outstanding broadcast and on-demand content material to consumers.  However, these substitutes can't furnish the same level of convenience compared to the SVOD issuer such as Netflix.

However, in India, the global enterprises like Amazon Prime and Netflix, the threats of substitute products and services of similar quality are minimal. 




3.4. [bookmark: _Toc110728126]Bargaining Power of Buyers

With the advancement of technology in the information age, customers or potential customers have more involvement in the business transactions. Also, from a buyer's perspective, e-commerce offers a wide range of options with transparent pricing from different and allow the buyers to compare the price and product features. The cost of comparison pricing is low as most of the information can be obtained on the intranet and it is not limited by geographic barriers as well. 

Therefore, the buyers can exercise their bargaining power severely in order to push the sellers to elevate the quality of products and at the same time enhance the customer service with a much lower price in order to add extra values.  Stronger the buyers, the industry will be more competitive but of course the profit margin will be reduced accordingly. Porter's concept of buyer power has had a lasting impact on market theory (Porter, 1998).



3.4.1. The use of regional languages 
The focus of customer groups has been further extended from the urban youth market to the mass market to include restricted content that can pave the way for mass market adoption.  Therefore the demand for local Indian language content development has driven the development and deployment of new platforms and content creators that produce videos fit for the needs accordingly. 

[bookmark: _GoBack]India cannot be treated or perceived as a “single market” but a “combination of multiple markets, each with its unique characteristics”. The reasons is that the “subset of regional language-speaking internet users is growing faster than the Hindi and English speaking persons. Because of the geographical extensiveness, the viewers prefer contents to be delivered in their local language. Therefore, Amazon Prime and Netflix are keep on investing in producing videos besides Hindi and English in eight major Indian languages.  (Sundaravel E. and Elangovan N. 2020).They currently have a large part of their audience from the Hindi-speaking markets in the north and west of India.  They don't have much of a presence in the east and south.  They may also need to create content that suits their tastes.



3.4.2. The Caste System and Information Technology 

The Caste system has segmented Hindus into hierarchical levels according to their karma (i.e., work) and dharma (i.e., duty) is generally accepted to be more than a thousand years ago.  Because of the Caste system, even for today, the people at the upper castes are still enjoying many privileges as compared with the lower castes. (Deshpande ,2010)  The Caste System not only segments the social status of people, and it is also giving restrictions to people in the selection of their careers.  However, as information technology is a new industry and not under the Caste System, many young people are keen to join this industry.  (Fernandez, M., 2018)
On the other hand, according to India Brand Equity Foundation, "The IT industry accounted for 8% of India's GDP in 2020.  According to STPI (Software Technology Park of India), software exports by the IT companies connected to it stood at Rs. 1.20 lakh crore (US$ 16.29 billion) in the first quarter of FY22.". To Statista 2022, India is one of the largest offshoring destinations for different IT companies worldwide, and the business process management market in India is of considerable importance.  "The information technology/business process management (IT-BPM) sector contributed about eight percent to the country's GDP in the fiscal year 2021.  BPM is more like a discipline than a process incorporating methods to improve, analyze, automate and improve business processes." (Sun 2022)
                           
 Under this scenario, no matter the point of labor supply for these global entertainment companies in India or the perspective of business potential generated from the IT-related workers, it is obvious that the market potential for the entertainment business is huge in India. 

3.4.3. Switching Cost of Customers
Apart from that, the threat of entry of new competitors is high in the case of Netflix because the location is not an issue for the customers.  For other traditional businesses, location is a huge barrier for customers in choosing the new entrants.  However, the switching cost is low or even zero on the internet especially in changing services of SVOD.  If the product differentiation is not good enough, new entrants can easily eat up the market share of Netflix.  Apart from this, the new entrants would be relatively easy to enter the new market because the customer has already learned how to use SVOD from scratch. 

3.4.4. Price Sensitive
"Netflix mantra in India: product over pricing.  Indian cable TV players survived 100% support for advertising.  It charges a very low entrance fee.  Cable costs more in other parts of the world and has advertisement-free content.  Indian consumers were sensitive to prices.  Indian consumers are still unwilling to pay for their content." (Kumar, J., Gupta, A., & Dixit, S., 2020)
With the low barrier for the customers to switch their service, the pricing war intensifies as regional players challenge the dominance of the Big 3 – Amazon Prime, Netflix, and Disney - Hotstar. 
"The market for video streaming services in India is highly fragmented, with more than 40 streaming players vying for the customer's wallet.  Global streaming service providers (such as Amazon, Disney-owned Hotstar, SonyLiv, and Netflix) compete with domestic service providers (such as Zee5, Voot, and MX Player) and a host of regional and ultra-localized players.  Demand for OTT streaming content based on geodemography is rising within India and internationally from the considerable Indian diaspora." (Burbeu 2022)
The business model of Netflix is free from advertising and provides the targeted videos according to the customers, and the Netflix-to-Customer model without advertisement makes Netflix not flexible enough to respond to a price war. 
It is because Amazon and Disney can still have other related revenue income sources like online purchases or distribution of other Disney products.  However, Netflix very much depends on the stickiness with the customers directly.
To be fair, Disney + Hotstar and Amazon Prime have also launched cricket and shopping features to attract subscribers.  Although Netflix has cut its subscription prices significantly in India, its plans are still among the most expensive in the country.  Meanwhile, Amazon has increased its subscription price by 50 percent.




3.5. [bookmark: _Toc110728127]Bargaining Power of Suppliers 
 
3.5.1. [bookmark: _Toc110728128]Content Suppliers 

In Porter's Five Forces, the power of supplier is the pressure and influence that suppliers exert on firms so that their products will go up or settle for less with lower quality or even affect the availability of product and services.  The bargaining power of suppliers also affects the competitive environment of buyers and the capability to increase profit margins. 


Strong or sole suppliers can pressure buyers by raising prices, lowering product quality, and reducing product availability.  In addition, strong suppliers can make the industry more competitive and reduce the buyer's profit potential.

In the world of SVOD, the severe battles over intellectual property are aggressive and essential among top streaming platforms, and each service provider strives the best to win the rights to recognizable content.  Therefore, massive investment has been devoted to getting the popular content, and the service providers are entering the bidding wars (Harvard 2021).  Suppliers may also want to be affiliated with the company to broadcast their videos or choose not to extend new contracts if they no longer wish to be associated with the company.  From this point of view, Netflix is in a passive position.  Netflix has made several strategic decisions to decrease its dependency on video suppliers. 


3.5.2. [bookmark: _Toc110728129]Netflix and Sony Picture Entertainment

The critical products provided to customers by Netflix are videos, and the sources of videos will be essential in the survival of Netflix as the only income source of Netflix is the subscription fee.  

Netflix and Sony Pictures Entertainment (SPE) announced that they have entered into an exclusive multi-year first-pay window licensing agreement for Sony feature films in U.S. theatres beginning with the 2022 film production in quarter two of year 2021. The deal builds on Netflix's previous output agreement with Sony Pictures and now includes all of Sony's film labels and genres.


Sony Pictures Entertainment (SPE) is a Tokyo-based Sony Group Corporation subsidiary.  “SPE's Motion Picture Group production organizations include Columbia Pictures, Screen Gems, TriStar Pictures, 3000 Pictures, Sony Pictures Animation, Stage 6 Films, AFFIRM Films, Sony Pictures International Productions, and Sony Pictures Classics.”  (Netflix 2021) 


The Head of Global Films at Netflix, Scott Stuber, said that "Sony Pictures is a great partner and we are thrilled to expand our relationship through this forward-thinking agreement," and "This not only allows us to bring their impressive slate of beloved film franchises and new IP to Netflix in the US, but it also establishes a new source of first-run films for Netflix movie lovers worldwide." 
SPE emphasized that the arrangement would not alter its theatrical strategy.  It said that movies made for Netflix would be in addition to the theatrical releases.  Before the pandemic, the studio released 15 to 20 films a year in theaters, a plan it intends to resume now that theaters are reopening.
The partnership strategically strengthens the bargaining power of Netflix in the future negotiation as Netflix has not secured a key content supply source. 

3.5.3. [bookmark: _Toc110728130]Netflix's contents

Netflix believes that even within a single market, customer preferences are enormous and very diverse. With the advancement and extensive use of internet, Netflix is able to offer a wide range of content. Since 2013, Netflix has been creating low-cost original content and improving its service according to market demand. By using big data, Netflix also learns more about what its users want and how to produce and promote it effectively.


Most importantly, popular contents bring value to their brand as well.  By personalizing the promotion of the right content to the right member at the preferred time and space of the customers, Netflix has opportunities to promote our original content, one that's effectively unlimited in duration.  Netflix produced contents that are popular globally like the House of Cards and Squid Games. (Meng, Zhang, Zhang, & Zhou (2022)  


Netflix also produces a range of localized videos to engage the India customers. For example, in year 2018, Netflix's The Ghouls produced an Indian drama with religious overtones. In India, "ghoul" is the name of a ghost used in the Vedic method, or "zombie" in Buddhist parlance. Netflix aims not only to tap the Indian market and make money in India, but also to meet the needs of a global audience and earn wider margins. Therefore, Netflix looks not only for material that Indian programming generally excels at, but also for material that is suitable for a global audience and that blends Indian and international culture.
In the case of “Cricket Junior” a sports documentary, illustrates that India is the national sport of cricket. (Tiwari, 2022) Netflix has created a programme that caters greatly to the local Indian audience, while cricket is also a global sport. The choice of subject matter certainly suits the tastes of viewers in many Western countries, which the series has been a great success.

4. [bookmark: _Toc110728131]SWOT 

After analysing the market competitiveness of Netflix, SWOT Analysis is used to summerize the top two important competitive advantages of Netflix:

Strengths
· Subscription model without advertisement, unlimited use and the subscriber can exit anytime
· Strong talent culture

Weaknesses
· Monthly subscription is too high for price sensitive India customers 
· Dependent on suppliers of contents

Opportunities
· Growth of access to computers, mobile phone or other devices
· Expansion in untapped areas and rural areas with large population 

Threats
· Rising competition
· Low switching cost of change a service for users

5. [bookmark: _Toc110728132]Proposed Solutions for Netflix in India


4. [bookmark: _Toc110728133]
5. [bookmark: _Toc110728134]
5.1. [bookmark: _Toc110728135]Form joint venture with local internet provider in India and mobile phone companies in China

Currently, the Internet continues to change how individuals connect with others, organize the flow of things, and share information.  With its growing impact on individual consumers and large economies, the Internet has become an increasingly important part of our daily lives.  Connect with others, organize the flow of things, and share information with its growing influence on individual consumers and large economies.  In 2021, the number of internet users around the globe was 4.9 billion, equal to almost two-thirds of the global population.  (Statisia 2022).  The users are currently connected to the world wide web and are potential users of Netflix. 

The introduction of the government's Digital India initiative, hand in hand with the increasing internet penetration over the recent years, resulted in the country's digital population amounting to approximately 658 million active users as of February 2022.  Mobile internet users primarily dominated the traffic in the world's second-largest internet market at this stage.  (Basuroy, 2022).  On the other hand, most mobile phone Internet users take advantage of the cheap alternative over the expensive landline connection (IAMAI, 2019).  That implies that watching time for videos can happen anywhere, like during lunch, break time, or traveling time.

In India, around 50% of the population still has very little, poor or no connectivity to internet services.  The key reason for the internet coverage is the cost of building network deployments and the return on investment.  However, the rising infrastructure and adaptation of the 6G communication system may be a possible solution for increasing internet connectivity in rural areas of India.(Kumar, S.K.A., Ihita, G.V., Chaudhari, S. and Arumugam, P., 2022). 

With the existing and future growth of internet users in India, it is crystal clear that the market potential in India is vast; and India shall be a strategic focus of Netflix for business growth and expansion of market share. To cope with the expansion under the extensiveness geographically and demographically, it is impossible to win the game by building big offices like the one in the headquarters.  As the product delivery is standardized, i.e. the videos are there in the servers and what the customer needs is a smart phone and internet, the only barrier will be the internet connectivity. Therefore, Netflix can build alliance with local internet providers to get in touch with the potential customers.

[image: ]
Diagram 1: Source Statista
http://www.statistic_id1197832_number-of-smartphone-user-reviews-india-h1-2020-by-brand%20pdf.pdf

On the other hand, with the trend of increasing use of smart phones, it is a great opportunities to form partnership with the smart phone producers. From Diagram 1, the top two smart phone brands in India are from China. It is a good opportunity to form partnership with them to pre-load the Netflix APP in the mobile phone with a marketing plan to be offered to new customers. 

5.2. [bookmark: _Toc110728136]Channels on rental for other business


For entering a new market, Netflix has still prided itself on being an ad-free platform, and it is now open to the idea of showing ads.  "Anyone who follows Netflix knows that I've always been against the complexity of ads and like the simplicity of the subscription service.  As much as I like that, I like consumer choice even more.  It makes sense to let consumers who want lower prices and are tolerant of advertising get what they want." This could be a good idea for Netflix's business in India, says Abhishek Rege, CEO of Endemol Shine India, which produces content for the platform.  "We have a history of advertising, subsidized or sponsored content.  That, coupled with Netflix's foray into gaming and the possible launch of linear or random TV, could be an accelerator for its new wave of growth in India." 

Netflix must court more mass-market entertainment stars and shed its intellectual image.  But it is for sure challenging to achieve their target.  It comes back to the issue of subscriber base, as advertisers need eyeballs, and AVOD (ad-based video on demand) can only help monetize non-paying subscribers. 

Netflix is now considering to build a lower the fee tier but with advertisement for subscribers (Koblin and Sperling 2022). But this act is contradicting their usual principle and weakening their brand promise. 

To increase the revenue, Netflix can rent space for the other global companies who would like to do business in India. Netflix is providing the platform, and the companies, say for example are smart phone makers can rent a space and produce short videos or livestreaming on Netflix.  With the increase in income of the India family, the needs for different type of goods will be increased as well. The payment can also be completed through the Netflix platform and a surcharge can be imposed like Amazon and Alibaba. This is a good way to bring the world to India as well. 

Then Netflix can differentiate themselves from other free OTT platforms. 
 

5.3. [bookmark: _Toc110728137]Channels opened to co-create with local firm makers or new firm talents

Globally, it is clear that the future of cultural enterprises is increasingly influenced by a small number of powerful communications companies that produce content and whose business strategies are not primarily driven by a concern for developing cultural industries.  As a result, the assumptions underpinning media and cultural production and distribution have changed significantly with the rise of digital giants such as Google, Apple, Microsoft, Amazon, Netflix, and Facebook.  (Fitzgerald, S. (2019).  

Therefore, bringing United States to India can be one of the strategies, but may not be the best one. One of competitive advantage of Netflix as SVOD, is the rich and extensive contents. Therefore, Netflix shall bring India to the world instead of trying to bring the world to India. Like the recent success of Korean movie, the Squid Game is the classic example of bringing Korea to the world. 

However, by using a top down approach in movie production may kill the creativity of the local firm makers or new firm talents. With audiences in emerging markets rely heavily on high quality local films and TV series, but these are also very scarce. In order to produce its own local content, Hooq has even set up Hooq Filmmakers Guild, a company that trains local filmmakers, and now has more than 30 Southeast Asian titles on its platform. According to the company, viewers in Indonesia, the Philippines and Thailand already watch more than 50% of the total hours of local content (HOOQ 2019).

Like Hooq, their role is to provide resources and platform the talents to shine. Netflix can also arrange competitions like the TV series of “America’s Got Talent” to allow the local film makers or even university students to join the competition. Just like the recent success of Hong Kong boy band “Mirror”, the “fans” are with extensive age and background. One of their reasons of success is that the audience had witnessed the growth of each Mirror members in a reality competition show named as King Maker, and therefore the “fans” are very engaged. Though the members of the Mirror are not at the top notch in singing or dancing, but it gives hope to young people that common people can be successful through striving their best to do the best. In a developing country like India, this spirit will also be very encouraging and inspiring for the young people. 







6. [bookmark: _Toc110728138]Conclusion


It is enshrined in the Constitution of India that the Indian government uses English for communication along with Hindi.  English is also an official language in seven states and five union territories of India and the additional official language in seven other states and a union territory.  Under these circumstances, the entertainment business in the western world can also target this group of Indians who can speak English in the long run. 

India made a splash when the first season of Sacred Game aired in 2018; the eight-episode series, based on the novel by Vikram Chandra, attracted Indian subscribers to sign up for Netflix.  Content creators wanted to bring their shows to Netflix, and the California-based video streaming service seemed to take root in India. However, four years later, in July 2022, Reliance Jio announced that its customers could take advantage of free subscriptions to India's most widely preferred OTT platforms, including Netflix, Prime Video, Disney + Hotstar, and JioTV and Jio Cinema.  The free offer applies to selected postpaid plans with voice and data benefits; Reliance Jio's postpaid plans start at Rs 399 and go up to Rs 1,499.  (Rohit Arora, 2022).  

It is obvious that the global streaming giant Netflix is still struggling to become a game changer in India, and its latest attractive offerings also rely on Reliance Jio's platform.

Netflix has lost 200 000 subscribers worldwide and is expected to yield a further 2 million in Q2, shrinking investor wealth by more than USD 50 billion.  However, this suggests that the Asia-Pacific region is a bright spot.  According to a letter to shareholders, nearly 1.1 million new subscribers were added in the area, and OTT services "showed steady growth in many markets including Japan, India, the Philippines, Thailand, Taiwan, and China."
Netflix, which accounts for one-third of India's SVOD market, generated revenues of Rs 1,569.35 billion in FY21, a 67% increase compared to the previous year.  However, its expenses in India similarly increased to Rs 15,518.4 million.  Furthermore, net profit did not keep pace with sales growth, rising from Rs 8,910 million in FY20 to Rs 10,720 million in FY21.

Netflix needs to plan across India.  This is because viewers will still question whether they need to pay for another service no matter how much it lowers its prices. Indeed, this was not for lack of trying.  However, it seems that there is no clear strategic direction for doing business in India with sustainable results. 

Subsequently, "India is an important battleground for Amazon and Netflix." (Nyay Bhushan, 2016).  However, due to slow progress in India, Netflix may need to reassess its strategy once more.  This is because, it is a good lesson learnt for Netflix in preparing for entering another lucrative market,  China.
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