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1 - Executive Summary
This report aims to analyse the internal environment of Netflix with a view to identifying the key strengths, weaknesses and value-creating activities within the organisation, with consideration of the capabilities to adapt and respond to change within the Digital Media sector. This report utilises the SWOT analysis framework as a tool for identification of organisational strengths and weaknesses, as well as application of the Value Chain model developed by Porter to consider key Primary and Secondary activities within Netflix that add value to the product offering and the organisation as a whole. 
The report concludes that the brand image, adaptability and personalisation of service at Netflix are key strengths of the organisation, whilst threat of competition, regulation and bargaining powers of suppliers are key weaknesses. 
The report also concludes that transparent management style, continuous market research into technological advancement and consumer demand, as well as continuous content growth are key activities that add value to the organisation, whilst demonstrating capabilities to respond to changes in the external environment in the digital media sector.










2- Introduction
Digital disruption is the result of the development of innovative technology and resulting business models within existing market sectors that impact the value of existing products. It is often a caused by changes in consumer demands, where organisations may develop new opportunities to satisfy consumers and create value for their products. 
A key player in the digital media sector is Netflix. This organisation, founded in 1997, originally supplied rentable DVDs for home delivery, competing with similar services offered by Blockbuster. In 2007, Netflix issued its online streaming service, disrupting the market by enabling consumers to watch content at their choosing with no limitations of device (phone, tablet, TV) and without leaving their homes. The convenience and flexibility of this innovation inspired change withing the digital media industry, forcing competitors to progress from video rental business and adopt on-demand services of their own. 
This report, as a continuation of the narrated presentation entitled “Digital Entrepreneurship-Assignment 1.1: External Environment of Netflix”, aims to analyse the internal environment of Netflix to identify the strengths, weaknesses and key activities within the organisation with reference to changes in technology and consumer dynamics within its sector, and the capabilities of this organisation to adapt to external changes in an age of digital progression and disruption. 

3- SWOT Analysis: Strengths and Weaknesses
A key tool in the analysis of the internal environment is the application of the SWOT analysis, aiming to identify the strengths, weaknesses, opportunities and threats faced by an organisation, and the capabilities to adapt to changes. The following section considers the strengths and weaknesses of Netflix. 

The key strengths of Netflix can be identified as the companies brand image, pricing, capacity for change and its business model. The consumer benefit and value associated with the Netflix brand allows the organisation to maintain its popularity and promote expansion and penetration within its consumer base (Forbes, 2019). Furthermore, Netflix benefits from a large platform of content producers which enable Netflix to maintain business growth. The constant increase of content made available to Netflix and its consumers is a valuable tool to continuously attract new subscribers, whilst adding value to the existing service provided to long-term customers. This increasing consumer base, in turn, is valuable to attracting additional content producers. Furthermore, due to the size and scale of Netflix, the organisation benefits from a capacity to create its own original content. Not only does this provide additional content to the existing platform and reduces the organisations dependence on content producers, but it also creates value to consumers via the exclusivity and limited availability of the original content produced.

In addition to the points above, Netflix also benefits from its experience as a market disruptor and its adaptability to changing consumer demands. In 2007, Netflix moved into online streaming of TV shows and Movies, disrupting the existing market and experiencing significant customer growth. This innovation was informed by research into understanding the needs of their consumers and adapting the business model to suit. In 2016, Netflix responded again to the demands of their consumers but providing a facility to download content to watch offline, providing further flexibility and comfort to the consumer experience. Currently, Netflix also offers a personalisation feature to subscribers where content is suggested based on viewing habits and consumer ratings tailored to each individual subscriber (Investopedia, 2020). Netflix has shown, and continues to show, an ability to adapt to, and predict, changes in consumer demand and technological advances in order to maintain its position within the market (Insight, 2020). The ongoing technological advances into 4K television and Virtual Reality have been researched and addressed by Netflix, and improvements to video and content quality are underway, whist Netflix apps are already compatible with VR headsets (Techradar, 2020). 
 
The key weaknesses identified for Netflix are its imitable business model, strong competition and the dependence on external providers. The platform-based on-demand media business model used by Netflix is adoptable and imitable by its competitors. Whilst the model originally disrupted the entertainment media sector, thus giving Netflix a competitive advantage, it has since been copied by various other media providers offering online and downloadable content for a monthly member subscription. The key competitors of Netflix such as Amazon Prime, Disney+ and Hulu, all offer a similar service to Netflix, at similar subscription rates. The close competition in this sector force Netflix’s focus on innovation, disruption, competitive pricing, quality and service to maintain consumers ahead of competitors. 

A further weakness of Netflix is its dependence on content producers and Internet Service Providers. Due to the variety of content producers in partnership with Netflix, the organisation is vulnerable to bargaining powers, pricing and strategies of its suppliers. Similarly, Internet Service Providers are responsible for the connectivity speed of consumers, and thus can determine the quality and speed at which Netflix content is received by the consumer. This can affect customer satisfaction, and due to the global scale of the organisation, can be varied over geographical location. 


4- Creating Value
The following section aims to analyse the activities that add value within the organisation via the adaptation of the Value Chain framework developed by Porter (2014). This model enables the identification of the primary activities, which bring the product to the consumer, as well as secondary activities that support them and the links between these two areas. 

The primary activities refer to the inbound logistics, operations, outbound logistics, marketing and sales, and service of Netflix and how each of these components adds value to the product offering. The inbound logistics of Netflix include the acquisition, creation and storage of content held on the Netflix platform, inclusive of the distribution rights acquired by Netflix to offer their product in various geographical locations (New York Times, 2020). With reference to operations, referring to the processes involved in turning inputs into outputs, Netflix utilises its online platform, personalised to each subscriber based on taste and viewing habits, to create an organised and intuitive service for its consumers. The monitoring, maintenance and frequent updating of content of this platform is a key operation within the organisation. The outbound logistics focus on the distribution of product to the consumer. Netflix does this via its online platform which can be accessed on a variety of devices such as phones, laptops and TVs. Following consumer demand, Netflix’s service includes a download facility that enables customers to watch content offline as well as online. In terms of Marketing and Sales of Netflix’s product, the organisation relies heavily on its strong brand name and word-of-mouth advertisement. As an incentivising feature, Netflix offers 1-month free subscription as a means to attract new subscribers and encourage a commitment to the service. Lastly, the service offered by Netflix includes 24/7 customer service assistance, no late or exit fees to subscribers as well as the personalisation feature for users to rate content and receive tailored suggestions based on these ratings. Each of these activities adds value to the product offered and instils confidence with Netflix subscribers. 

The secondary activities refer to management activities such as firm Infrastructure, Human Resources, Technology and Procurement, which support the value chain of the organisation (Teixeira & Piechota, 2019). At Netflix, management is open, clear and transparent, with focus on organisational culture, initiative and results (Atkins, 2019). The innovative Human Resource Management at Netflix focuses on only recruiting the top-quality employees and being quick to let go those whose skills become inadequate. (Harvard Business Review, 2020). In terms of technology, Netflix conducts ongoing research into improving image streaming quality, as well as technological advancements within is sector such as virtual reality (Netflix, 2020). Lastly, in terms of procurement, Netflix’s partnerships with a large variety of content producers, as well as its original content production are key value-creating activities (Sen Chanda, 2020). Similarly, licencing and distribution rights in various geographical locations allow the organisation to target an enormous consumer base on a global scale.

5- Conclusion
To conclude, this report aimed to analyse the internal environment of Netflix with a view to identify the key strengths and weaknesses, a well as key activities within the organisation that add value to product offering. Via the application of a SWOT analysis, the key strengths have been identified as the platform-based business model of the organisation, competitive pricing, brand image and flexibility/adaptability of Netflix. The analysis has also identified the threat of competition, imitability of business structure and reliance on content producers as the key weaknesses within the organisation. Furthermore, application of Porters Value Chain framework identified key Primary and Secondary activities within the organisation that add value and improve customer attraction, satisfaction and retention. These include, but are not limited to, personalisation of service, open and transparent management, research into technological advancement and continuous content growth. Each of these activities enables Netflix to constantly improve the product offering and raise attractiveness, but also provide the organisation with tools and capabilities to respond to changes in the external environment, development of new technology and fluctuating consumer demands. 
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