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[bookmark: _Toc92355821]Executive Summary
Since early 2000 the entertainment industry has seen its focus transition into the consumption of digital media via connected applications and platforms. Over these years organisations such as Facebook, Google and Amazon have been instrumental in driving a cultural shift towards the adoption of technology to fundamentally change the traditional marketplaces of their industries.  Since its inception, Netflix has been at the forefront of innovation and has subsequently changed the way that customers consume media in this new digital age.  
Netflix operates in a macro-environment and one in which it was responsible for creating.  Neflix’s innovation has continued to impress and captivate both consumers and investors alike. The organisation shifted to a subscription service in 1999 to tap into re-occurring revenue streams and subsequently attracted attention from investors such as Amazon and Blockbuster.
[bookmark: _Hlk87962498][bookmark: _Hlk89949444]Netflix is now ranked 164th on the Fortune 500 and 284th on the Forbes Global 2000 and is the largest entertainment/media company by market capitalisation and subsequently has 209 million subscribers to its subscription service (wikipedia.org,2021). 
This paper will utilise industry recognised analytical tools such as PESTEL, SWOT, TOWS and Porters 5 Forces analytical tools to undertake an evidence based, factual and critical analysis of the company and to understand the current environmental forces that impact the company at a micro and macro economical level. Appendix-A provides an overview of the analytical tools that will be used within this paper. The SWOT is a key component of this paper and references/links are made to this analysis throughout each section (i.e., S#1 refers to point number 1 within the ‘Strength’ section of the SWOT).















[bookmark: _Toc92355822]Introduction
In 1997 founders Marc Randolph and Reed Hastings identified that the traditional method of renting films needed overhaul and identified that the growing popularity of the internet provided a potential means of exploiting a new digital business capability. 
Netflix can be looked upon as a business disruptor given its influence in the ‘disruption’ of traditional industries such as the way consumers access media. When we look back in history there are several entrepreneurs that have assumed the title of business disruptor. Richard Branson’s “desire to provide alternatives to the conventional ways of doing things, has helped him become the disruptor of industries” (Fee.Org,2018) and the importance can be cited with the notion “Obviously, you disrupt to improve. Sometimes, if you don’t disrupt, you don’t exist” (American Express,2014).
Whilst the origins of Netflix differs from the streaming platform in which consumers know today, the founders originally harnessed the power of the internet to introduce a newfound link between consumers homes, a growing connected world and that of the existing postal service. Netflix was born with the concept of a pay-per-rental model where customers order and receive a physical film through the post and could return in the same medium solving a fundamental industry problem of consumers taking the time to physically visit a store only to find the film they want is unavailable.
We can link similar values to that of Virgin’s start-up and that of Netflix, both have achieved profitable growth through successful micro-economical decisions and can subsequently be seen as a business disruptor. This paper will demonstrate how Netflix has revolutionised and enabled stainable change within the media industry. 

[bookmark: _Toc92355823]PESTLE Analysis
[bookmark: _Hlk87962549]Whilst referring to the PESTLE analysis, Netflix embraced and harnessed technological advances (S#1) in a way not seen before 2004 the organisation shifted into digital streaming to take new business territory (O#1). The instant streaming was beneficial as it was provided at no extra cost to subscribers but the amount of content was limited of 6-18 hours per month. Netflix was first name to capitalise in the untapped video streaming industry and therefore was able to secure contracts with big names such as Disney and Starz to bring Hollywood films and well-known brands to the platform. 
There is a strong link between technological advances and societal changes as evident by Appendix-C. This appendix indicates the links are strengthening between societal and cultural acceptance of monthly subscription services which is what the Netflix macro economical business model is based.  
Netflix has capitalised on the sociable changes and maintained a firm integration into technological factors with an example being the move to Microsoft’s Xbox gaming platform to expand its video partnerships and provide a medium in which to subscribe (O#1), the company is seen to forward look at new and emerging consoles to expand its footprint within the gaming industry such as Playstations 2021 games console. Netflix recognised the company needed to give consumers who lacked the PC connectivity a way to watch and stream through gaming and amalgamated sociable and technological opportunities to provision a new service (S#7). 
S#7 & O#1 spawns an organisational weakness in having to continually adapt to new technological advances and hardware entering the market (W#4) above that of traditional mobile phones. Netflix do not offer their own specific hardware and capitalise on the growing market of consumer owned ‘smart-devices’ that are interconnected. These technological advantages (O#2) are referred to as the Internet of Things (IoT) O#1. Netflix has capitalised on this macroeconomic market shift dynamic (S#7) by developing a strategy that enables customers to watch their services on a wide variety of streaming players such as: smart TVs, game consoles, set-top boxes, blu-ray players, tablets, PCs and laptops.
Netflix benefit from low consumer-level barriers to entry when the global marketplace is considered. Users can install the platform on many common household devices. In 2010 Netflix became the biggest user of internet traffic, Netflix in 2010 saw its first international expansion into Canada. The platform was launched in the UK and Ireland in 2012 and was seen as direct competition to Amazons love film service before later taking a foothold across Europe (O#1). 
[bookmark: _Hlk87625980]Political factors are highly influential within the company’s international business model. When it launched in Indonesia in January 2016, “Netflix ran afoul of the film censorship board for carrying content deemed inappropriately violent or sexual (T#6). The communications ministry also demanded that Netflix set up a local office and pay Indonesian taxes”. State telecoms company Telkom originally blocked Netflix until it adhered to local regulations (Reuters.com, 2016) but was later overcome through local negotiations and establish of partnerships and learned to ensure partnerships were politically tailored within each country.    
International growth will be impacted by the local political and sociable influences. “The growth In South Korea, where local content is popular and consumers have numerous streaming options, the Netflix site offers fewer than 20 local TV shows or movies” (Reuters.com,2016).
A recent study shows a massive disparity when cost per title is analysed between different countries. Due to their incredibly cheap prices across all three plans, Argentina and Turkey are the most cost-effective countries to watch Netflix in. But their library sizes are slightly below average. Argentinians have access to 4,855 titles equating to 1.7 percent below average and 27 percent fewer than Ireland which has the largest library. Those in Turkey have access to even fewer titles – 4,466 equating to 10 percent below average and 35 percent fewer Ireland (comparitech.com,2021). 
Appendix B gives a visual representation of countries that boast the largest library tend to be placed mid-table on cost effectiveness. Appendix B serves as a reminder that the more customers pay can diminish the cost effectiveness in key strategic regions and countries. Whilst referring to that statistics in this appendix, we link into S#3 which indicates a new societal acceptance of monthly subscription charges underpinned by O#5 which highlights the supplier power of cinemas is weaking. 
T#1 raises concern that the spending power of customers needs a careful and strategic balance thus a robust assessment. In regard to Micro-economics, Netflix will be forced to ensure a country-specific pricing system is in place; taking into consideration the cost effectiveness ratios in Appendix B and that of national wages. 
[bookmark: _Hlk89959302]The price rises for both Germany and Ireland indicate that an increase in price does not correlate to an increase in value for money. Data from the Organisation for Economic Co-operation and Development (OECD) in 2021 state that the average wage of Germany citizens was $54,000 and   $49,000 in Ireland whilst compared to a modest $17,000 in Turkey. This model indicates the Netflix international business pricing strategy is being adapted to accommodate local economic factors moreover takes into account economy’s with less spending power. 
The model is not always in correct balance, in Southeast Asia there are substitutes such as Hooq and iFlix that are cheaper or on par and include significantly larger programming catalogues. Netflix will need to take a holistic review of each country and provide tailored pricing strategies based on a countries economic, political and societal factors as without such consideration there will be limitations for growth in Asia (and likewise emerging markets) which will subsequently limit global expansion and profitability. 
The International Environmental Agency (IEA) “streaming services are associated with energy use and carbon emissions from devices, network infrastructure and data centres (W#5). Yet, contrary to a slew of recent misleading media coverage, the climate impacts of streaming video remain relatively modest, particularly compared to other activities and sectors” (IEA.org,2021). Whilst these environmental impacts result in a low climate impact due to efficient data centres there is a risk that political influences would interject and place either restrictions or sanctions on high-volume data transmissions such as media streaming services however counterarguments could be put forward by offsetting such environmental impact by the continual improvement of storage solutions. The European Commission has put forward a proposal that would “enable Member States to tax profits that are generated in their territory, even if a company does not have a physical presence there. The new rules would ensure that online businesses contribute to public finances at the same level as traditional 'brick-and-mortar' companies” (europa.eu,2021). These legal sanctions would stem and impact the entire economic spectrum of the organisation (T#4). 
The Digital Trade Restrictiveness Index (DTRI) measures how countries in the world restrict digital trade. The DTRI is based on a wide spectrum of digital trade policies covering more than 100 policy measures across 64 countries worldwide. The index is the first global initiative to provide transparency of applied digital trade restrictions and sheds light on how countries compare with each other (The European Centre for International Political Economy,2018). 
The DSTRI reveals a diverse and complex regulatory environment affecting trade in digitally enabled services. Some of the most common measures relate to policies that impede access to communication infrastructure and movement of information across networks. Less common are barriers affecting electronic transactions and payments. However, other impediments such as the obligation to establish a local presence before engaging in digital trade are also common. A key emerging challenge is that the regulatory environment for digital trade is increasingly tightening, particularly for measures affecting infrastructure and connectivity, among which are measures affecting the movement of data (OCED,2019) which is why (from a Micro-economical decision-making perspective) Netflix will be forced into opening regional offices to strategize and overcome these economic, legal and political challenges; this is specifically paramount in China which is explored later in this paper. 
2011 was a key year for Netflix as it needed to extend licencing but started to look at the production of Netflix originals for the first time (O#4). This strategy was needed to initiate and implement a strategic shift of power to solely control the copyrights of content and thus divorce itself of costly contracts with 3rd parties. Netflix created its first in-house content in 2011 and branded the project a ‘Netflix original’ and produced ‘house of cards’ which was an overnight success and was a catalyst for a technological shift into viewing content within a proven digital platform. There was an unintended consequence of this strategy in that it invoked an economic response by content producing companies (such as Starz) who wanted to limit the impact and combatted Netflix’s ‘in house’ productions.  Starz delayed content to Netflix for a period of up-to 90 days and later renegotiated for 5 times their original deal therefore indicating the sensitivity within the marketplace should Netflix try and remove power from 3rd party production companies. 
[bookmark: _Toc92355824]SWOT Analysis
	

	Internal
	Strengths
	· S1: Online subscription platforms benefit from a significantly quicker route to market typically using their mobile applications enabling end users to access their services quickly and conveniently at a location of their choice. 
· S2: Whilst having a global presence (209 million subscribers), Netflix benefits from being lean and nimble - it can quickly overhaul the look-and-feel of the services through application updates/refreshes therefore instantaneously rollout fresh and modern user interfaces to its global userbase. 
· S3: The use of subscription services is growing year on year and there is a sociable shift for the adoption of such outlays. There is an increasing acceptance by consumers that monthly subscription services are the norm and naturally accompany the additional outlay in the purchase of the physical good enabler. Such as the Ring doorbell purchase and then the accompany subscription services to access cloud/remote recordings. 
· S4: Netflix is the largest entertainment/media company by market capitalisation
· S5: Netflix saw its net profit grow 3x from around $0.6 billion in 2017 to $1.9 billion in 2019 (Forbes,2020). 
· S6: Netflix has a solid reputation for the provision of high-quality streaming services and is one of the most recognisable brands in the streaming marketplace.
· S7: The instant streaming service can enable customers to watch content on the go and on most mobile devices

	
	Weaknesses
	· W1: This in-turn summarises the organisational weaknesses whereas the limited copyrights, complex contracts underpinning 3rd party services and the reliance on external providers for its streaming content. In February 2020, Netflix Originals made up 25% of the library total. That percentage rose to 35% in December 2020 and now just over half a year later, it’s reached 40% (Whatsonnetflix,2021).
· W2: Netflix needs to spend large amounts of money to provide quality content for viewers, the company’s cash spending on content is growing fast, rising from about $9 billion in 2017 to $14.6 billion in 2019 (Forbes,2020).
· W3: In 2000’s Netflix was still operating a loss despite its subscriber base growing to 300k and became profitable in 2003 when the company got 1m subscribers. It is ultimately the subscription base that enables profitable growth. Strategic managerial errors can see subscribers fall, For example when Netflix split its subscription and DVD mail service in 2011, this in combination with price hikes seen a loss of 800k subscribers. This reputational damage and subscriber loss resulted in the reduction of stock prices. 
· W4: There is a need to continually develop IT strategies to enable applications to run on newer devices (i.e. new iphone and android devices), older and legacy devices do not support the application and there is a risk of loss of subscriptions should users not purchase newer and supported devices.
· W5: With a growing concern for climate change, the data centres (as efficient as they may be) housing the video content could be seen as a climate change contributor with the growing need for their services thus the company have an increasing carbon footprint.
· [bookmark: _Hlk89956893]W6: Content agreements differ from country to country, Argentina and Turkey have below average library sizes.
· W7: Netflix does not offer any budget or advertising packages therefore loses opportunity to capitalise on advertising revenue. 


	External

	Opportunities
	· O1: Utilise Internet of Things (IoT) as a vehicle to achieve quicker routes to market by partnering with vendors to become 'pre-installed' on a number of household appliances. 
Netflix has partnered with Sky and is subsequently available on the sky home page, in addition to being available on many smart TVs. With the growing trend in household connectivity there are opportunities for Netflix to further capitalise on the growing popularity of 'smart-homes' and have its services pre-installed on other devices such as e-readers, e-comics, laptops, tablets and any other home device that has a visual interface/display.
· O2: Expansion of strategies to consider the growing rollout of operating systems outside that of the Android and Apple ecospheres such as Huawei’s new operating system ‘Harmony’ that will need new instances of the application developed, deployed and supported.    
· O3: The company has limited copyright and control of the content produced by 3rd parties, the continual investment in Netflix original provided a greater control on the longevity of associated content.
· O4: The expansion of Netflix original content provides strategic opportunities for the company to establish commercial relationships with smaller production/content makers. 
This option can see the use of digital technology/strategic partnerships to enable Netflix installations as a standard on IoT devices to expand the company's digital ecosystem and in tandem provide a vehicle for the local/small production companies to have their content publicised/viewed. 
· O5: The power of suppliers (in the traditional sense of cinemas) is decreasing and the power shifting to online suppliers/platforms.  
· O6: Importing of foreign media converted to English dialect. 
· O7: Offering of heavily discounted advertising packages that reduces monthly premiums but introduces advertising revenue income. 


	
	Threats
	· T1: In terms of content spending per user, there is a continual need for the investment in new material otherwise there is a risk that subscriber growth could slow and even decline. 
· T2: Recued content being available by 3rd party vendors by them starting their own subscription and media sharing platforms. For example, when Disney first announced moving away from Netflix, just a few years after the companies signed a nine-figure deal allowing Netflix to carry new Disney movies (theverge,2021). This threat exists from other household names that runs its services via Netflix such as universal who has licensed the rights to Universal's full-animated and live-action slate of films (Reuters,2021). 
The failure to negotiate subsequent contract extensions (for example Universal) presents a growing threat to Netflix in that these providers could capitalise on the opportunities of developing their own platforms using the Disney model thus spawn direct competition.
· T3: Password sharing remains a big threat to subscription numbers and associated revenue. 
· T4: There are political influences in each country and local policies need to be adhered too.
· T5: Digital trade taxes are in their infancy and run a risk of reform impacting profitability. 
· T6: Traditional change in the way video piracy operates, move into digital pear-to-pear sharing of pre-box office releases impacting profitability.
· T7: The additional services Amazon Prime offers is a growing threat.







[bookmark: _Toc92355825]TOWS Analysis

	 
	Strengths
	Weaknesses

	Opportunities
	S1 & O1: Ease of integration into IoT enabled devices such as Xbox, Play-station any other home device that has a visual interface/display. IoT market growing year on year.

S6 & O3: Increased opportunity for the production of ‘in-house’ Netflix originals which would result in Netflix relying on 3rd party licencing agreements.

S7 & O4:  Limited copyright control overcome by establishing commercial relationships with smaller production/content makers.

Declining average cinema ticket price shows opportunities for digital streaming.

Access to international markets allow media like Squid game to break through to European & US consumers, a developed strategy for translated off-shore media is in need.
	W5: Work with clean and green energy providers to expand into the utilisation of sustainable energy mitigating against increasing carbon footprint 

S1 & W7: Offer budget advertising packages to enable revenue stream through advertising, attract new customers. 

	Threats
	S2 & T2: Netflix successful operation and subscription model runs risk of content providers developing own platform like Disney Plus. Netflix can mitigate by establishing long-term partnerships, agreements and relationships with the likes of Universal Studios and focus on suppliers that are unlikely to launch their own platform.  
	W4: Partnership with industry leading hardware manufacturers to ensure international customer reach. Despite Huawei’s ‘break-away’ from google/android there is an opportunity to develop mobile applications for Huawei’s mobile platform ’Harmony’. 
[bookmark: _Hlk89949679]Huawei employs 197,000 people in more than 170 countries and are market leader in China and many countries across Europe, Asia, and Africa. More than 3 billion of the world’s population uses Huawei’s products and services (Huawei,2021)

T3: Opportunities to restrict log-ins to localities based on device address/location.
Therefore will mitigate against password sharing thus drive increase in user accounts and subscriptions

T4: Establish local relationship teams in each international region to work with local authorises to ensure regionalised laws and policies are adhered too.
Establish local offices within developed nations even if there are currently no contracts in place i.e. China.

T5: Establish relationships with WTO stakeholders and The European Centre for International Political Economy.
S1 & T6: Opportunity to gain increased revenue through tackling the growing shift from physical to digital video piracy through, investment in anti-piracy services such as partnership with Sky to block website traffic to piracy sites. 



[bookmark: _Toc92355826]International Business (Comparison)
When we look at Netflix, the economic factors that form part of the earlier PESTEL analysis are one of the most important factor in achieving profitable growth.
When we study this economic factor, it is important that strategy differentiates between foreign and domestic markets. When travelling between countries users can find that content from their home country is not always available internationally. This is primarily caused by the difference in laws and regulations each country that relate to intellectual property and the associated enforcement policies that deal with copyrights and royalty payments. Each country therefore requires its own specific content deal which creates complexities with international business as (whilst the underlying technology platform remains the same) the underlying contractual basis of content availability differs significantly. Netflix can chose to adhere to studio demanded pricing structures in one country but the specifics of that deal are not entirely given in another. 
[bookmark: _Hlk89961648]Despite its global reach Netflix has not been able to successfully penetrate the Chinese marketplace and provide its subscription service. To achieve this, the company will need to establish partnerships moreover re-establish its lapsed relationship with IQiyi which is one of Chinas biggest streaming platforms. Netflix originally agreed to licence its original content to IQiyi in order to access their marketplace but the partnership ended. The partnership was established to run effectively nor an appreciation realised that content would need to be tailored to the country specific economical, political, legal and demographical influences that were the foundations for the PESTEL analysis mentioned earlier. According to iQiyi CEO Gong Yu “because of the verification system and users’ tastes, the effect wasn’t that great, so we didn’t continue the partnership anymore” (CNBC,2019) however iQiyi later partnered more with the six traditional major studios, in the U.S. and other regions that demonstrated strategic partnerships were possible within China. There is significant opportunity to revisit partnerships and focus on the provision of Netflix original content which would address censorships concerns. It is recognised Disney also had run into trouble when establishing a partnership with Alibaba in China. Partnerships would capitalise on Netflix’s global position whilst being able to harness the local influences of those within the arrangements. The market potential within china is large, when compared to Tencent Video who are “The biggest online video platform by far in China. Tencent Video is in the top 10 most downloaded mobile apps overall. Also known as QQ Video, it had over 200 million Daily Average Users and reached 100 million paid subscribers by the end of 2019” (Catalystagents.com,2020). 
An additional opportunity identified in the TOWS analysis is to work closely with hardware providers in China. The Chinese manufacturing firm Huawei has recently developed its own operating system with an aim to divorce itself of the corporate grips of the US giants Google and Apple. There is an opportunity to develop mobile applications for Huawei’s mobile platform ’Harmony’ and subsequently reach 3 billion (Huawei,2021) of the world’s population that uses Huawei’s products.
Its clear that options present themselves within developed nations such as China which is the worlds second largest economy. There is an increasing need to explore how Netflix can be integrated as standard into the Chinese mobile device market thus capitalise on the growing demand and popularity of streaming services within the country. There is a clear need for the development of a regionalised long-term strategy to access the buying power of China. According to the list of locations that has a Netflix office there is no physical office listed within China and the root-cause is likely due to the absence of a current partnership. Establishing local offices within the region would be paramount to instil trust, commitment and determination to develop an effective relationship to overcome and mitigate against the complex political and legal challenges that has so far prevented success within the country. 
[bookmark: _Toc92355827]Porters 5 Forces
We can use this model to undertake a strategic review of Netflix but need to ensure factors of the new economy is included such as the impact of the internet, digital and technological advances (O#1). The impact of deregulation and globalisation enables Netflix to expand its services across international boundaries without the need to consider the implications of physical barriers and import tariffs associated with physical goods and products. 
Netflix are impacted by the strategic forces associated with Digitalization, Globalization and Deregulation and not just that associated with the 'Old Economy' within the original forces model referenced in Appendix A.

[bookmark: _Toc92355828]Threat of New Entry
[bookmark: _Hlk89949952]Netflix pioneered the way in which customers consume media and has been a trendsetter in the adoption of a mobile platform to roll out their service. Previous giant Blockbuster founded entertaining but was not good at innovation and were very late to adapt to a changing technological landscape that forms part of the PESTEL analysis - the net result was declining sales which saw all UK stores close in 2014. Netflix whilst being a recognisable name needs to be considerate that the company should not accept complacency. There is a real and growing threat of new entrants into the digital streaming marketplace; with Apple, Amazon and Disney each creating their own services (T#2). There is also an increasing rise of territorial based subscription services like Britbox who focuses on the UK market but have growth opportunities overseas. The most recent new entrant came when Disney launched its own subscription service in 2019. A recent report from the analytics firm Cowen estimates Netflix lost over 1.1 million subscribers to Disney+ within their first month. A poll conducted by the firm found that 24 million people in the U.S. subscribed to Disney since its launch, while 5.8% of Netflix users cancelled their subscriptions to make the switch (USAToday,2019).

[bookmark: _Toc92355829]Threat of Substitution
The threat of new entrants into the digital streaming marketplace enable substitution which is a growing concern for Netflix. The fundamental risk of current strategic partners forming their own platform is present and real (T#7). Netflix and Universal Filmed Entertainment Group (UFEG) in July 2021 signed a multi-year, exclusive licensing deal in the U.S. for animated feature films.  This new agreement builds upon Netflix’s pre-existing Illumination output deal with Universal to now include DreamWorks Animation (Netflix, 2021) but its when these deals are close to expiring will Netflix need to re-establish such key and critical contracts however re-contracting is likely to come at a premium. In April 2021 Netflix and Sony announced a multiyear, exclusive new agreement which builds upon Netflix’s pre-existing output deal but now includes all Sony Picture film labels and genres (Sony Pictures,2021) even though the value of this deal is undisclosed it is anticipated to be that of multiple times of the original contract.  
Establishing an extension of these contracts is key to profitable growth as they support the diversification of the literary and (for those companies not interested in starting their own platform) enable greater barging power with those suppliers. Despite initial application development being a low barrier to entry the service provision has extremely high barriers arising from the need of capital investment to source initial content. An example of such capital needed was Netflix received an initial investment of $2.5m from its founder for the original video rental service. Taking this into consideration, the threat of new entrants will most likely be limited to existing media giants like Universal Studios and Sony who do not currently have a dedicate streaming service moreover rely on strategies that enable 3rd parties to show their content such as Netflix and Amazon. 

[bookmark: _Toc92355830]Supplier Power 
There has been a fundamental shift in the way cinema outlets once wielded power (O#5). Cinemas were originally the only way to watch latest movie releases before customers needed to wait a significant amount of time before the media was available in their local blockbuster store. According to statistica.com, 2021 the average price of a UK cinema ticket has risen by £2.35 in the last 20 years which includes a drop in for the first time in 2020. 
This signifies that the buying power of this old-world market is eroding which as evident by several well-known cinematic chains recently ceasing trading. The power of suppliers in the traditional sense of cinemas is likely to continue to decrease as profitability is shifting to online platforms.  There is certainly power inherited when production companies hold the copyrights to the content i.e. Amazon Prime content, Netflix Original, Disney and Pixar. The owners of such rights are likely to be able to yield power and therefore be the lead in contract award and re-negotiations.

[bookmark: _Toc92355831]Buyer Power
The buying power of suppliers and the fundamental shift in viewing habits causes problems for Netflix. Membership can be cancelled with 1 month notice and whilst it’s easy to attract new customers its equally easy to lose them when there are many market alternatives. A growing risk is that Amazon Prime is not only comparably priced but also gives consumers many additional benefits above media streaming. The additional services Amazon offer is a growing threat for Netflix (T#7). This also presents a real opportunity for Netflix who have been reluctant to offer any budget packages that incorporate advertising. Netflix has a strict no advertising policy but there are micro-economical decisions to be made in this area; there are opportunities to offer a lower subscription package that has advertising inbuilt to attract new users who wouldn’t mind watching an advert before streaming a film. Whilst this may initially reduce subscription revenue the associated income would increase from the newfound strain of advertising money and in turn could attract users away from Disney and Apple given the lower price and mitigate against W#7. 

[bookmark: _Toc92355832]Competitive Rivalry
The marketplace is dominated by growing number of well-known media platforms, all having a similar price point. There is significant opportunity to bring and link international films to European and US accounts. Netflix subscriptions picked up in the 3rd quarter of 2021 as non-English language shows continued to be the steaming platforms best performers. Netflix added 4.4 million users in the 3 months to 30th September, more than double the previous quarter (BBC,2021) due to a single show being introduced based in South Korea called Squid Game. At the moment, the strategy for the replication of this success is in its infancy and despite the success of Squid Game there are profound opportunities available for likewise international content to be purchased and voiced-over in American/English dialect (O#6). From a Micro-economical perspective, Netflix is likely to be forced to strategize against this new trend not to lose out to competition taking associated advantage.  However, a careful balance is needed not to flood the platform with translated/dubbed content due to the success of a single show which presents a risk and need to strategize in this area of opportunity. 
[bookmark: _Toc92355833]Conclusion
Over the past 25 years Netflix has capitalised on technological advances in a way never seen. The company harnessed the boom of the internet era to overhaul the rental movie industry and revolutionise the way we consume digital content in a new connected and technological era.
The Office for National Statistics reports that the Consumer Prices Index (CPI) rose by 4.2% in the 12 months to October 2021, up from 3.1% in the 12 months to September. This is the highest 12-month inflation rate since November 2011, when the CPI annual inflation rate was 4.8% (ONS, 2021) which in turns impacts consumers/buyers spending power. Netflix appears to be unaffected by such threat, furthermore an earlier study indicates 78% of international adults currently have a subscription service and the impact of this is profound given Netflix’s subscription base has continued to grow and now boasts 209 million global subscribers. 
Its important to consider how the content agreements differ from country to country (W#6) and that political influences in each country can impact growth and profitability (T4). Netflix will need to strive to ensure that all content is unaffected by geographic restrictions as these will play an important part in attracting and retaining new subscribers (O#6).
The global success of the video streaming industry exploits the company’s core weaknesses and threats in that it does not entirely ‘control’ the product in which it provides (W#1 & T#2). Netflix has a very real threat of substitution in that the production companies that licence the content and control the media rights and subsequently exert a degree of supplier power over the company. We only need to look at the link being severed between Netflix and Disney to see how vulnerable the company can be to this type of ‘supplier and buyer’ segregation. Netflix lost over 1.1 million subscribers to Disney+ within their first month of this spit and demonstrates a fundamental and core weakness and threat to the entirety of the organisation. 
Threats of new entrants are a major concern (T#2) as more and more well-known brand names are entering the streaming marketplace such as Apple. To date Netflix has been hesitant to offer heavily discounted packages that incorporate advertising but there is now a pressing need to re-evaluate. Consumers are becoming more forgiving regarding advertising and there is a shift in acceptance that its part of video streaming. Netflix is yet to capitalise on revenue from advertising on its platform, this is a significant opportunity (O#7) for the organisation to obtain a major and additional new revenue stream through selling targeted advertising opportunities to third parties.  Whilst this is a valid opportunity for the company it will be important to balance costs associated with platform development should ‘advertising-modules’ need creation. Decisions would be made at micro-economical level if this is a ‘one-size-fits-all’ initiative or if deployment of advertising options would be assessed regionally. To assess this decision, the Production Possibilities Curve would help Netflix strategize the trade-offs associated with allocating resources between the production of these two comparable options and ensure there is a correct balance of 'supply versus demand' optimising revenue opportunities for any new work. 
Additional revenue provides opportunity to weaken the hold of film production companies such as Universal studios and combat these threats. Opportunities present themselves to fund co-partnerships with smaller film industries and/or fund opportunities by in tapping into the growing trend of overseas ‘different language’ content – all exportable into the Netflix Originals brand. Both these opportunistic areas are in their infancy moreover not being fully exploited. 
There will be a tipping point going back to comparable prices of competitors in that an increase in price coupled with a degradation of service or failure to adapt to local demographics could threaten the price elasticity of demands balance. This is an important factor when executives make localised decisions relating to price increases; a careful and critical review of localised library sizes would need to be considered and mapped against average wages (Appendix B) in order to ensure a healthy balance between quantity and price incorporating the principals of law of demand. It is important to study this when making decisions at micro-economical level; price increases that is not adequately balanced against these localised influences is likely to tip Netflix into price elasticity where changes to their price would have a more profound impact to subscription numbers. 
Netflix produced Netflix originals to reduce control and nullify threat that would stem from licencing and copyright control of 3rd party media producing companies. Netflix should continually look at moving further into this field to mitigate against competitive rivalry spawning the threat of substitution. If the company continued to capitalise on its success of Netflix original production it will mitigate against these emerging threats as there will be no-risk its own content will ever be replicated, copied nor lost therefore nullifying T#2.    
Overall Netflix is deemed to be competitively priced in the marketplace and does tailor to economies with less spending power but does inherit a weakness in being easily comparable to its competition and rivals such as Amazon, Apple TV, YouTube and Disney.  Its likely Netflix benefits from being price inelasticity in that price increases do result in a loss of a customers but year on year subscribers and revenue is clearly growing. This indicates that customers are not sensitive to price increases and there are currently missed opportunities to springboard on this success to raise revenue through increased subscriptions. This revenue should fund expansion opportunities in new markets (such as China) moreover employ strategies to overcome challenges within the country’s political arena that has so far prevented Netflix tapping into the potential 100 million subscribers that the Chinese rival Tencent Video has. 
Netflix is very sensitive to market conditions, the company lost millions of users through its loss of Disney content and when it split subscription services in 2011. However, despite wrong strategic decisions having profound disadvantages the company can easily recoup equivalent losses through the adoption of a single hit show such as Squid Game. There is clear evidence that shows the disadvantages and imposed threats of making wrong strategic decisions but it’s clear the opportunities of exhibiting total control over Netflix’s original shows should now take centre stage in the company’s future.
Building upon this recommendation, Netflix should stem to become the leading producer of Original content and one in which it dominates the market in this area. The company should be known for the production and ownership of quality content which would mitigate against threats T#1, 2 and 7 which currently poses significant risks for the company. In contrast the opportunities provided would be profound in utilising the IoT (O#1) thus partnerships established with hardware manufacturers (O#2) to come pre-installed on each new device. A significant opportunistic recommendation is to licence Netflix Original Content to Amazon and Apple TV (O#3, 4 and 7) - this would be a wise strategy and highly recommended to flip the table on the current weaknesses of the company, Netflix can enter partnerships with Amazon and offer some Original Content to Amazon Prime customers in order to gain additional exposure outside of the Netflix platform and offer incentives for Amazon to direct interested customers to Netflix for a ‘referral fee’.
Netflix have evidenced mature strategies when it comes to being innovative. The company had a mature understanding of their market and capitalised efficiently on their micro-economic advantages thus were easily able to step-over the incumbent giant Blockbuster who lacked both vision and an understanding of their macro-economic environment.  Netflix clearly will be forever known as a business disruptor, an organisation that has changed the face of streaming services and demonstrated an inspirational strategy to adapt to changes in different technological, economical and sociable environments. The company has evidenced a mature strategy in evolution and pioneered changes to traditional or old markets. That said, Netflix will need to ensure it doesn’t become complacent as there is an ever-evolving set of macroeconomic factors orbiting the company and there will therefore need to be a ‘ever-changing’ strategic system to harness opportunities and continue to achieve sustainable profitable growth. 
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Appendix A
PESTLE Analysis
A PESTLE (Political, Economic, Social, Technological, Legal and Environmental) analysis can be used as a tool to effectively analyse different factors that may impact a new or existing business. Bounsoussan and Fleisher (2012) recommend the following process: begin by defining the environmental boundaries in terms of: breadth, depth and forecasting horizon based on the organization's current strategic plan, geographic reach, and product or service scope (Brock University, 2021).

SWOT Analysis
SWOT analysis is a strategic planning and management tool to assess internal and external factors that contribute/impact to the organisational strengths, weaknesses, opportunities or threats.

TOWS Analysis
A TOWS analysis builds upon the SWOT and provides strategic options for Netflix to further its global expansion of services. The matrix below takes the points within the abovementioned SWOT and converts them into such options.

Porters 5 Forces
Porters 5 forces model was created by Harvard Business School professor Michael Porter and published in 1979. It is still useful and relevant today and can be applied to all businesses. The tool assumes that there are five forces that determine competitive power in a business situation (abdo.org, 2021).
Due to an increasing significance of Digitalization, Globalization and Deregulation, the industry structure of the ‘Old Economy’ has changed fundamentally. The ‘New Economy’ is not comparable with the ‘Old Economy’, which is the basis of the Five Forces model. Moreover the last decades have shown that Information Technology became increasingly important and a significant enabler of change (university of Twente, 2014). 






Appendix B
Netflix Data 2021: Regional Library Sizes and Subscription Costs (46 total countries rated)
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(Comparitech.com, 2021)
Comparative Figures
· Germany’s recent price hike saw its standard and premium plans increasing by $1.23 and $2.38, respectively. This makes it even less cost-effective than before as it becomes one of the most expensive places to have a Netflix subscription.
· Ireland: Has access to the largest number of titles, but have decreasing cost effectiveness per title. Ireland features 20th for its basic plan, 26th for its standard plan, and 29th for its premium plan. Price hikes on its standard plan (from EUR 11.99 to EUR 12.99) and premium plan (from EUR 15.99 to EUR 17.99) mean Ireland is no more cost-effective than it was previously (in fact, it had slightly better rankings – 14th, 21st, and 22nd respectively).
· Turkey: For around two weeks after Argentina’s price hike, Turkey was the cheapest place to have a Netflix subscription. But a price increase in Turkey soon followed which knocked it back down to second place. That said, it is still the cheapest place for a premium Netflix subscription (based on its cost-per-month price).
(Comparitech.com, 2021)


Appendix C

Conducted online by The Harris Poll on behalf of Zuora’s Subscribed Institute, the survey of 13,626 adults across 12 countries reveals the growing consumer preferences for use of subscription services over the ownership of physical products. Results found within the End of Ownership report include:
· [bookmark: _Hlk87962572][bookmark: _Hlk89949236]Use of subscription services is growing. 78% of international adults currently have subscription services (significantly higher than 71% in 2018).
· Subscriptions increase brand connection. Nearly two-thirds of subscribers (64%) feel more connected to companies with whom they have a direct subscription experience versus companies whose products they simply purchase as one-off transactions.
· Convenience, cost savings, and variety are top subscription benefits. Convenience (42%) tops the list of benefits for subscribing to a product or service instead of owning it, followed by cost savings (35%) and variety (35%, up from 32% in 2018).
(Businesswire.com, 2021)
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