BMMB7012 – Marketing Management
Assignment 1: A Critical Analysis of a Contemporary Issue in Marketing
Please provide the link to your Video Presentation in the box below:
	[bookmark: _GoBack]
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My video slides are embedded below for review. 
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Netflix has revolutionized the way in which digital content is consumed within a new technological era. Being innovative and inventive the organization has grown to a worldwide subscription base of over 200 million. 

This presentation provides a critical analysis in regards to a lack of direct platform advertising opportunities moreover gives a strategy how this can be achieved using reputable and well-known analytical tools and models. 








Since early 2000 the entertainment industry has seen its focus transition into the consumption of digital media via connected applications and platforms. 

Netflix operates in a macro-environment and one in which it was responsible for creating. 

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). 

With regards to PESTLE - there is a strong link between technological advances and societal changes. The links are strengthening between societal and cultural acceptance of monthly subscription services which is what the Netflix macro economical business model is based. 

 Evidenced by ‘The Harris Poll’:

Use of subscription services is growing. 78% of international adults currently have subscription services

Subscriptions increase brand connection. 

Convenience, cost savings, and variety are top subscription benefits. 

(Businesswire.com, 2021)
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Market Complacency

Overall Netflix is deemed to be competitively priced in the marketplace 

A growing risk is that Amazon Prime is not only comparably priced but also gives consumers many additional benefits above media streaming 

Complacency Costs (i.e. Blockbuster) 

Porters 5 Forces:

Threat of new entrants into the digital streaming marketplace; Disney, Apple, BRITBOX and Amazon Video 

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
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Advertising Opportunities – The Problem

 More long-term Netflix subscribers are cancelling their subscriptions

To date Netflix has been hesitant to offer heavily discounted packages that incorporate advertising but there is now a pressing need to re-evaluate 

What are others doing?

Facebook generates 100% of its income from displaying adds including Facebook video 

YouTube offers ‘add-free’ (paid) options 

Hulu -offers ‘add-free’ (paid) options 

Amazon Prime video displays ads & offers additional benefits

Spotify provide their library free (with adds) and offer payment plans to go add free 

Facebook generates 100% of its income from displaying adds

Pressure on consumer finance - Inflation at a all time high

Marketing are missing out on opportunity to generate revenue from not taking full advantage of the cultural shift towards advertisements being acceptable or recognising that consumer spending power is decreasing moreover recognise advertising within the video streaming market is a strategy rivals are capitalising on.
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Analysis (of the problem)

Unable to attract new cost-savvy customers who are happy to pay a lower fee to watch an ad 

As the number of cancellations overall has grown, The Information reports that new users are accounting for a smaller share of them — another indicator that Netflix is struggling to retain users for longer periods of time. 

The streaming giant’s share price initially fell close to 20% on news that ​​it had lost 200,000 subscribers globally during the first quarter. Wall Street had been expecting the company to add 2.5 million subscribers. Netflix expects to lose 2 million global subscribers in the current quarter (theguardian.com, 2022) 
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How To Respond?

Reluctant to offer any budget packages that incorporate advertising. 

Netflix has a strict no advertising policy - micro-economical decisions to be made in this area 

In regards to the ‘Marketing Mix’: 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 – being an acceptable ‘trade-off’ in order to benefit from a reduced subscription fee.  

Increase from the newfound strain of advertising money and in turn could attract users away from Disney and Apple given the lower price

Much like google, Netflix has access to a significant dataset for each user – this information can be used to create a ‘marketing profile’ and can therefore display personalised adds to its userbase.
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Age

Viewing Habits

Viewing Preferences

Children?

Location

Gender

Most Contactable?

How Marketing Department Can Execute This?
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Option

Strategy Part 1: Introduce Add-Supported Subscription Plan

Introduce an ad-supported subscription option which is 40% lower than the lowest package of £6.99 per month.

Adopt a pricing structure similar to Hulu’s ad-supported tier; which is 40% cheaper than its ad-free option. 

This would introduce a new ad-supported subscription price £3.99 per month for Netflix; this lead-in price could secure longevity in loyal customers who in time may select more expensive subscription packages. 

This would attract new customers and subsequently mitigate against its loss of customers as adverts inbuilt into ‘lower’ priced subscription plans (such as YouTube and Spotify)

This would enable a price competitive advantage than the rivals who provide additional services above media streaming i.e. Disney (£7.99 per month) & Amazon (£7.99 per month) 

Strategy Part 2: Charge Advertisers / 3rd Parties

Additional revenue can be gained from charging digital advertising space  

Set Fee: Company's (like earlier example of Go Outdoors) pay a set fee to display their add to target audience (for example Facebook adds) “You choose who you want to see your ad. You can use demographics, such as age, gender and current cities, to connect with people, or things such as interests, devices or past actions” (Facebook.com, 2022).

Pay per click: Netflix will receive a commission when users click a link and subsequently are directed to the products and services offered by the 3rd party advertisers  (for example Google Search)
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SWOT & TOWS Analysis
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Summary



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. 

Cultural shift towards acceptance of advertising within digital media

Change in consumer spending power 

Study shows more long-term Netflix subscribers are cancelling their subscriptions

Absence of  lower-priced ‘ad-free’ packages results in the company being unable to attract a new generation of ‘cost-savvy’ customers who are happy to pay a lower fee to watch an ad. 

The buying power of suppliers and the fundamental shift in viewing habits causes problems for Netflix.  

Competitors (Amazon, Spotify,  Hulu, YouTube, Facebook video) have advertising and/or options to purchase ad-free media

For Netflix the customer data is already present; it they could offer a lower ad-supported subscription, partner with organisations to display relevant and personalised adds before, during, after and whilst browsing for a video/film.  

Strategy Part 1: Introduce Add-Supported Subscription Plan

Strategy Part 2: Charge Advertisers / 3rd Parties

These are factors that are within control of the company ecosystem and provide option to increase customer base and sell 3rd parties the option to undertake targeting advertisements

The streaming giant’s share price initially fell close to 20% on news that ​​it had lost 200,000 subscribers globally during the first quarter. Wall Street had been expecting the company to add 2.5 million subscribers. Netflix expects to lose 2 million global subscribers in the current quarter (theguardian.com, 2022) 
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SWOT Analysis

The use of is vear on year and there
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

f; purchase of the physical good enabler.
g Such as the Ring doorbell purchase and then the accompany subscription
& services to access cloud/remote recordings.
Netflix saw its net profit grow 3x from around $0.6 billion in 2017 to $1.9
= in 2019 (Forbes,2020).
K Netflix has a solid reputation for the provision of high-guality streaming services
E and is one of the most recognisable brands in the streaming marketplace.
The marketplace is dominated by growing number of well-known media
platforms, all having
8 Netflix does not offer any budget or advertising packages therefore loses
g opportunity to capitalise on advertising revenue.
] for consumers to consider which can be off-putting for
2 spur of the moment purchases.
Membership can be cancelled with 1 month notice
More long-term Netflix subscribers are cancelling their subscriptions
The power of suppliers (in the traditional sense of cinemas) andthe
power shifting to online suppliers/platforms.
8 Offering of heavily discounted that reduces monthly
£ premiums but revenue income.
£ Netflix need to adopt a for attracting new customers
2 Generating additional income for the organisation through increasing customer
s |° base and through revenues associated with 3t parties purchasing digital
£ advertising space.
= The additional services Amazon Prime offers is a and is not only
comparably priced but also gives consumers above
F media streaming. The additional services Amazon offer is a growing threat for
£ Netflix who only offer media services.
E

for Netflix's cheapest package (£6.99). These are:
Disney (£7.99) & Amazon (£7.99)
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TOWS Analysis

Strengths

Weaknesses

Opportunities

Declining average cinema ticket price shows
opportunities for digital streaming.

Offer budget advertising packages to enable
revenue stream through advertising, attract
new customers.

Threats

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,

and relationships with the likes
of Universal Studios and focus on suppliers
that are unlikely to launch their own
platform.

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 Netfix.

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
WH7.














