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Executive summary.

The report provides a complete analysis of Netflix's internal and external environment. Furthermore, the report applies several strategic management tools to Netflix and identifies aspects of resilience and sustainability. Firstly, the report provides an overview of strategic management and compares several definitions to provide more context. Moreover, the document compares the work of prominent management theorists Michael Porter and Henry Mintzberg to identify similarities and differences. 

Secondly, the report provides an overview of Netflix’s corporate strategy and organisational culture. Moreover, the document analyses Netflix’s strategy using several strategic management tools, including a (S.W.O.T) and (P.E.S.T.L.E) analysis. Finally, the report applies Porter’s Generic Strategies framework and a stakeholder analysis to understand Netflix’s approach to strategy. 
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1. Introduction.
The purpose of the report is to critically assess Netflix’s internal and external environment. Furthermore, the report analyses Netflix’s strategic approach by applying several strategic management tools. Additionally, the report determines whether Netflix’s current strategy demonstrates aspects of sustainability and resilience.

The report outlines four primary objectives:

· To apply ‘Porters Generic Strategies’ model to determine Netflix’s strategic approach.
· To conduct a stakeholder analysis and identify Netflix’s key stakeholders.
· To critically assess Netflix’s internal environment by conducting a (S.W.O.T) analysis. 
· To critically assess Netflix’s external environment by conducting a (P.E.S.T.L.E) analysis. 

An article published by the Chartered Management Institute (CMI) defines strategy as “the direction an organisation takes with the aim of achieving future business success” (CMI, 2020). Alternatively, Investopedia describes strategic management as "the management of an organisation's resources to achieve its aims and objectives" (Investopedia, 2022). Both definitions allude to the importance of strategy when determining how an organisation will succeed in the market. 

Johnson et al., (2019) state that strategy refers to an organisation's long-term direction. Furthermore, the authors suggest there are several approaches to strategic management. For example, theorist Michael Porter explains that strategy refers to the specific decisions organisations make to achieve a competitive advantage (Porter, 1996). Furthermore, Porter suggests that organisations must be aware of internal and external competitive forces to develop a successful strategy. Moreover, organisations can use this data to differentiate from competitors and deliver value to their customers (Harvard Business Review, 2015). 

Alternatively, emergent strategy refers to developing a strategy in real-time as organisations adapt and respond to change. The concept of emergent strategy was developed by Henry Mintzberg, who suggests that new strategies often emerge as organisations solve problems (Mintzberg, 2007). Moreover, Mintzberg and Waters (1985) state that an organisation's realised strategy is often a combination of emergent and intended planning. Therefore, successful organisations often develop a planned strategy whilst simultaneously adapting their strategy as problems and opportunities emerge (Forbes, 2011). 

Johnson et al., (2012) state that the three levels of strategy within an organisation include corporate, business, and operational. Firstly, corporate strategy is focussed on delivering the mission of the organisation. Furthermore, the corporate level of strategy considers the most effective way to allocate resources to ensure each business unit works toward achieving its primary objectives. 

Secondly, business strategy is focussed on value proposition and identifying a competitive advantage to help organisations strategically position themselves in the market. Additionally, this strategy level helps organisations identify external and internal factors that may impact their overall strategy. 

Thirdly, operational strategy is concerned with managing teams and departments within an organisation. This level is focussed on implementing practices that increase productivity and motivate the workforce to help achieve the organisation's overall aim (Johnson et al., 2012). Furthermore, to formulate a successful strategy, organisations must apply various strategic management tools to understand their internal and external environment.

2. Main body. 

2.1. Overview of Netflix.
Netflix is a multinational organisation that specialises in digital streaming and entertainment production. Netflix was founded in 1997, and its headquarters is in California, United States (US). Furthermore, Netflix’s streaming platform is available in 190 countries (Netflix, 2021). Additionally, Netflix has 11,000 full-time employees and 28 offices worldwide (Statista, 2021). Furthermore, Netflix has a market capitalisation of $128 billion and yearly revenues of $28 billion (Yahoo Finance, 2022).

Initially, Netflix operated as an online DVD rental service that distributed DVDs to customers via mail. As Netflix grew, it expanded its operations and developed an online streaming platform. According to data published by Statista (2022), Netflix is currently the largest streaming service, with 223 monthly subscribers. Furthermore, the streaming service offers a variety of content with a library of 7,000 films and television (TV) series (JustWatch, 2022). Additionally, in 2013 Netflix entered the entertainment production market and started producing content branded as Netflix originals (BBC News, 2018). 

Netflix’s corporate vision statement is: “To entertain the world by providing compelling content” (Netflix Investors, 2021). Netflix's corporate mission is: “To create great stories anywhere and offer greater choice and control for people everywhere” (Netflix Investors, 2021). Both statements establish the organisation’s aim and effectively capture Netflix’s overall purpose. Furthermore, its mission and vision heavily influence Netflix's organisational culture and strategic decisions.

Caratas and Spâtariu (2018) highlight the correlation between organisational culture and strategic management. Furthermore, the authors state that culture and strategy derive from an organisation’s core values and beliefs. Moreover, to successfully meet their objectives, organisations must implement strategies that complement the organisational culture and overall vision (Shoobridge, 2019). 

Netflix's organisational culture encourages employees to take responsibility and contribute to strategic decision-making. For example, higher levels of management share all documents internally to ensure employees are aware of all strategic decisions. Furthermore, employees are encouraged to share their views and provide suggestions on how Netflix could improve its competitive strategy (Netflix Jobs, 2021). This unique approach to management enables Netflix to respond effectively to changes in the market.

2.2. Review of Netflix’s strategy.
According to Netflix's annual report (2021), the business's corporate strategy is to grow its streaming platform globally and increase its subscriptions. To achieve its aim, Netflix focusses on several areas to gain a competitive advantage. The core elements of Netflix’s competitive strategy include:

· Data analytics.
· Marketing operations.
· Business model.
Sustainability initiatives.					(Netflix Investors, 2022)

Data analytics.
Jackman and Reddy (2020) explain that Netflix collects vast amounts of data to help understand consumer behaviour and create a personalised experience. Mixson (2021) explains that Netflix gathers several data points to build consumer profiles. For each user, Netflix analyses the following: 
· The content they watched.
· The viewing time, location and the device used to watch the content.
· Whether the content was paused, rewound, or re-watched.
· The most searched genres and titles. 
· Browsing behaviour.
· Feedback and ratings.

Furthermore, Netflix utilises data analytics to make title recommendations and create a service tailored to individual needs. Adopting a data-driven approach helps the business to make informed strategic decisions (Netflix Research, 2020).

Marketing operations.
Marketing is a core element of Netflix’s strategy and a vital tool for generating brand awareness. For example, in 2021, Netflix launched ‘Tudum', which is a digital event that celebrates Netflix’s most popular shows. The three-hour event features exclusive interviews, behind-the-scenes footage, and bonus clips. Furthermore, in 2021 the event generated 1 billion views worldwide (Netflix Investors, 2022). 

Additionally, Netflix has a significant social media presence, with an estimated 136 million followers across Facebook, Instagram, and Twitter (Cook, 2022). Furthermore, Netflix uses social media to promote content, engage with customers, and strengthen its brand image (Bhargava, 2022). For example, in 2020, Netflix used social media to promote a Netflix original film, 'Enola Holmes'. Furthermore, the social media campaign received an estimated 400,000 responses, and the film reached 76 million views in the first month of its release (IGN, 2020).

Business model.
Netflix’s unique selling point (USP) is its subscription-based model, which charges customers a monthly fee for unlimited access to its library of films and (TV) series. Furthermore, Netflix releases all episodes of its original series’ at once, as opposed to the traditional model of one episode per week. Webster (2022) suggests that this strategy encourages binge-watching and attracts more customers to the platform. 

In 2013 Netflix adapted its business model and entered the entertainment production sector. Lovely (2020) suggests that Netflix’s strategic approach made the business more resilient and less reliant on other content producers. Furthermore, producing content has accelerated growth and increased Netflix’s revenues. Data published by Statista (2022) shows that Netflix's yearly revenue has increased by approximately 578% since 2013. 

According to data published by S&P Global (2022), Netflix spent an estimated $17 billion on content production in 2021. Furthermore, an article published by Forbes (2019) suggests that Netflix's investment in content production has helped the business increase its viewership and attract new customers. For example, Netflix’s most successful show ‘Squid Game’ reached 142 million views in the first 28 days of its release (Insider, 2021). 

Sustainability initiatives.
Reeves et al., (2022) state that businesses operate in an unpredictable environment, and there are many risks facing organisations, such as climate change, pandemics, wars, and global financial instability. Furthermore, Winston (2014) states that organisations must adapt their business models and implement sustainable strategies that make them more resilient.
Moreover, Winston (2014) suggests that organisations implementing sustainable practices will be more efficient and better positioned to respond to change. 

Netflix has adapted its strategy and has committed to several sustainability initiatives to make the organisation more resilient. Firstly, Netflix has committed to reducing its carbon dioxide (C02) emissions by 45% by 2030. Moreover, to achieve its target, Netflix is investing in energy-efficient equipment and renewable energy solutions (Stewart, 2021). Secondly, Netflix is investing in sustainability projects worldwide to help decarbonise the atmosphere. Moreover, Netflix has invested in 17 projects that are focussed on combatting climate change (Netflix, 2022).

2.3. Application of Porter's Generic Strategies.
Pemberton and Stonehouse (2002) explain that applying strategic management tools can assist organisations in analysing their environment and formulating strategies. Nouri (2017) states that all strategic management tools have advantages and disadvantages. Therefore, organisations need to acknowledge each tool's strengths and weaknesses and apply various techniques to develop a successful strategy. 

Michael Porter introduced the generic strategies framework in 1985. The model consists of four strategies: Cost leadership, cost focus, differentiation, and differentiation focus (Mind Tools, 2019). Furthermore, Porter (1985) explains that the tool's purpose is to help organisations identify how they will achieve a competitive advantage in the marketplace. 

Alternatively, Bowman and Faulkner (1996) developed Bowman’s Strategy Clock. Furthermore, the strategic tool helps businesses to identify a market position based on price and perceived value. Moreover, the tool consists of eight options, each providing different strategies for achieving a competitive edge. 
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Netflix’s generic strategy is a combination of cost leadership and differentiation. Firstly, Netflix uses cost leadership through its pricing strategy and offers affordable prices to customers. Netflix offers its customers four different monthly subscription plans. The four options include: 

· Basic with advertainments - £4.99/month.
· Basic - £6.99/month.
· Standard - £10.99/month.
· Premium -£15.99/month.        					(Netflix, 2022).

Netflix’s pricing strategy provides customers with flexibility and the ability to choose a subscription plan that meets their needs. Moreover, Netflix’s pricing strategy enables the business to target a broad audience and increase its subscriptions.

Secondly, Netflix uses differentiation to gain a competitive advantage and increase its market share. Netflix’s value proposition is its strong focus on consumer satisfaction. As stated, Netflix utilises data analytics to enhance the customer experience and differentiate its service from competitors. Moreover, Egan (2018) explains that Netflix’s utilisation of data helps to create a service that offers unique value to customers. 

Additionally, Netflix has upgraded its service and added several features to improve the user experience. Firstly, users can download content and stream it without an internet connection. Secondly, Netflix added a feature called Netflix Party, which lets users watch content with friends or family in different locations (Skinner, 2022). Finally, Netflix has 34 languages on its platform, which helps cater to the needs of its global target market (Bussey, 2021).

Netflix’s cost leadership and differentiation strategy help the business to attract new customers and maintain a low churn rate. An article published by Investopedia (2022) defines churn rate as the rate at which customers cancel a subscription with a business. Furthermore, research conducted by Antenna (2021) measured the churn rate of the ten most popular streaming services in the (US). The findings reveal that Netflix has a churn rate of 2.2%, which is the lowest rate among competitors. 
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Porter's strategic model is a valuable tool for helping organisations position themselves in the market. An advantage of applying the tool is that it provides organisations with a focussed approach and helps to identify a competitive edge. Moreover, organisations can develop systems and processes that support the strategic approach. However, a limitation of the tool is that it is rigid and incompatible with emergent strategy. Garcia (2022) argues that organisations must have flexible strategies to ensure they can respond to changes in the market. 

2.4. Application of (S.W.O.T) analysis.

A (S.W.O.T) analysis is a strategic tool used to assess an organisation's internal and external environment. Furthermore, conducting a (S.W.O.T) analysis can help businesses make informed strategic decisions and allocate their resources effectively (CIPD, 2021). An advantage of the tool is that it enables organisations to identify potential threats and implement strategies that minimise these threats. On the other hand, a downside to the tool is that it is simplistic, and some key factors may be overlooked when applying the tool to an organisation. 
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Firstly, Netflix is an industry leader and is the largest streaming platform by market share. According to statistics published by Just Watch (2022), Netflix has a market share of 25%, which is 5% more than Amazon Prime. However, a major weakness of Netflix is that it is restricted by copyright licenses and must negotiate a price with production companies to stream licensed content (Gupta, 2021). 

Therefore, Netflix has an opportunity to produce more original content to reduce dependency on content providers. Finally, a major threat to the business is the growing market competition, which may result in a reduced market share. For example, in 2021 Disney+ grew by 37% and gained 36 million new subscribers (Variety, 2022). 

2.5. Application of (P.E.S.T.L.E) analysis.

A (P.E.S.T.L.E) analysis is a strategic tool used to assess an organisation’s external environment. Furthermore, the tool helps organisations to understand how macroeconomic factors may impact their business operations (Indeed, 2021). An advantage of this tool is that it helps organisations identify potential threats and opportunities in the wider business environment. However, a limitation of the tool is that it needs to be regularly updated due to constant changes in the business environment.  

(Refer to Appendix A for a complete P.E.S.T.L.E analysis of Netflix).

Conducting a (P.E.S.T.L.E) analysis has highlighted several external factors that impact Netflix’s business operations. Firstly, Netflix is impacted by restrictive Government policies that prohibit the business from operating in certain countries. For example, the Chinese Government has implemented several policies that censor and restrict entertainment platforms. 

Therefore, Netflix is prohibited from operating in China, one of the world's largest consumer markets (CNBC, 2019). Secondly, Netflix is vulnerable to macroeconomic factors such as rising interest rates and high consumer inflation figures. For example, in April 2022, Netflix announced a decline of 200,000 subscribers due to higher inflation forcing consumers to reduce their spending.  



2.6. Stakeholder analysis. 

A stakeholder analysis is a useful tool for identifying key stakeholder groups and managing each stakeholder accordingly. Moreover, to successfully implement a strategy, organisations must consider their stakeholders’ needs. Mendelow (1981) developed the power and interest framework, which helps organisations position their stakeholders. Furthermore, it is essential that organisations apply the tool when making strategic decisions to ensure that they prioritise and manage their most influential stakeholders (Smith, 2000).

Netflix stakeholder analysis.
[image: Calendar

Description automatically generated with medium confidence]




















When developing a competitive strategy, Netflix must work closely with its shareholders and employees. Firstly, Netflix regularly communicates with its shareholders through its annual and quarterly reports. Moreover, the reports include critical information such as the business's financial records, current strategy, and potential external risks. This ensures that shareholders are aware of Netflix’s corporate strategy and can communicate any concerns. Secondly, to successfully implement a strategy, management must listen to their employees during the process. Maylett (2021) suggests that organisations that involve employees in the strategic management process are more likely to succeed. 

3. Conclusion.

In conclusion, Netflix's corporate strategy demonstrates aspects of sustainability and resilience. Moreover, Netflix's organisational culture encourages its employees to take responsibility and contribute to decision-making. Furthermore, Netflix has adapted its strategy and responded to changes in consumer behaviour. For example, Netflix changed its business model in 2007 and entered the digital streaming market. 

Furthermore, the report has analysed Netflix's internal and external environment using several strategic management tools. Moreover, each tool has its advantages and limitations. Therefore, applying a wide range of frameworks and techniques is necessary when analysing an organisation's environment. Overall, Netflix’s strategy is an emergent process, and Netflix adapts its strategy as it responds to changes in the business environment. 


4. Appendices 

Appendix A- (P.E.S.T.L.E) analysis of Netflix.

	Political 
	1. Government policies prohibit Netflix from operating in some countries.

2. Netflix must restrict its content in some countries due to censorship policies.  

	Economic  
	1. Netflix is a multinational organisation which makes it vulnerable to fluctuating foreign exchange rates.

2. Rising interest rates and higher inflation rates may reduce Netflix’s subscriptions.  

	Societal 
	1. Netflix responded to changes in consumer behaviour and adapted its business model by creating streaming service.

2. Due to an increase in smartphone usage, Netflix has also added functionalities to improve its service on mobile phone apps. 

	Technological 
	1. Technology is a vital element of Netflix's strategy. Therefore, Netflix needs to invest in research and development to improve its product continuously. 

2. Netflix needs to ensure its technological infrastructure can support the expansion of its streaming platform. 

	Legal 
	1. Netflix must follow the taxation laws of each country that it operates in.

2. Netflix must follow data protection laws and store customer data lawfully. 

	Environmental 
	1. Netflix has responded to changes in societal views and is investing in sustainability initiatives.
 
2. Netflix has reduced its (C02) emissions to reduce its negative environmental impact. 
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Strengths
1. Industry leader with largest market

share.
2. A strong brand image.
3. Strong value proposition.

Weaknesses
1. Restricted copyright licences.
2. High operational costs.
3. Dependent on internet service
providers (ISP) to stream content.

Opportunities
1. To produce more Netflix originals

content to reduce dependency on
content providers.

2. To expand its operations and enter
markets.

3. To adapt its business model and
expand its product mix.

Threats
1. Growing competition in the
marketplace poses a risk to market
share.
2. Anincrease in video piracy.
3. Arise in password sharing may
reduce revenues.





