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Executive summary 

This report examines the responsibilities and activities of marketers within a selected organisation, that is Netflix, to determine the effectiveness of these marketing activities and propose solutions for any shortcomings in the marketing strategy. 

Methods of analysis include the five marketing concepts, the business model canvas, Porter’s five forces, PESTLE (political, economic, social, technological, legal and environmental), Porter’s generic strategies, The Ansoff matrix, the segmentation, targeting and positioning (STP) framework and the marketing mix.

The results of this research indicate that Netflix’s strengths are: they are market leaders in the streaming service industry and adopt an extremely successful digital marketing strategy by creating ad-free, low-cost, original content. However, no organisation is immune from threats in business environment and Netflix’s weaknesses are: their platform contains no advertising, there is an opportunity for market development by focusing on different age groups (i.e. the elderly), they have limited copyrights and could lose content, their on-page search engine optimisation (SEO) is ineffective. 

The report evaluates that Netflix should amend their marketing strategy and set aside a budget to invest in these marketing opportunities in order to maintain their competitive advantage and remain profitable.
Recommendations discussed are:
· Launch ads on the Netflix platform.
· Add historical films or shows to target an elderly audience.
· Focus on licensing out their content to other distribution channels.
· Develop their on-page SEO to drive more traffic.









Introduction 

Peter Drucker once said, “A business has only two basic functions – marketing and innovation” (Zijlstra, 2020).

The contemporary business environment has evolved tremendously, and marketing continues to play a pivotal role in the accomplishment of any lucrative organisation. In order to survive in increasingly competitive and dynamic marketplaces firms must constantly scan the environment, implement innovation strategies and resolve any inadequacies to meet business goals (Wrike, 2021). 

The rise of technology has influenced marketing practises considerably; ecosystems are more targeted and combined, many marketing processes in today’s enterprises revolve around technology infrastructure. It is expected that by 2022, 56 percent of marketers will engage with customers by prioritising 30 percent of technology over creativity (Pinchbeck, 2019).

Overview 

Netflix is a leading on-demand entertainment streaming service provider founded in 1997 by Marc Randolph and Reed Hastings, their headquarters are based in California (Macro Trends, 2021). Netflix originally started as a basic DVD mail rental service and transformed into an online subscription-based entertainment streaming service in 2007 (David, 2021). The award-winning company has grown massively to become major players who now dominate the market. Their mission is “To entertain the world” and their vision is “To continue being one of the leading firms of the internet entertainment era” (Rivera, 2019).

Netflix marketing activities 

Netflix embraces a digital marketing strategy that focuses on collaboration, online advertising and mass media, they create their own content and derive some content from production studios by direct purchases, licensing fees, and revenue sharing (Tan et al., 2018; Moore, 2019). 

Netflix is a perfect example of disruptive innovation, they developed a new business model using technology to disrupt an existing market (namely Blockbuster). Netflix targeted segments overlooked by Blockbuster, in fact Netflix disrupted themselves by changing their original DVD rental service into a streaming service. Netflix positioned themselves firmly in the market, they began to thrive, and Blockbuster went bankrupt (Kylliainen, 2019). 

Netflix’s modern marketing strategies are innovative, agile, cohesive, ubiquitous and centred on advanced technology and customer relationship management (Haughey, 2021).

Netflix business model canvas 

	Main Partners
· Investors
· Production companies
· Consumer electronics
	Main Activities
· Product licensing
· Data platform development 
· Content distribution
· Sales and marketing
	Value Propositions 
· 24/7 streaming entertainment 
· High-definition films and shows
· Unlimited access
· Netflix original content
· Ad-free
· 30-day free trial 
	Customer Relationships
· User friendly
· On-demand service -anytime, anywhere
· Self service
	Customer Segments
· Movie lovers
· Geographical content  
· Language translations 

	
	Key Resources
· Brand awareness
· Website/app
· Employees
· Data
· Physical resources (offices, storage)
· Prizes/awards
	
	Channels
· Any device
· Netflix App
· Word of mouth
· Online advertising
· Social media
· Offline advertising
	

	Cost Structure 
· Production licensing
· Technology research and development
· Marketing
· Payment processing fees 
	Revenue Streams
· Subscription
· DVD rental
· Future goal – licensing Netflix owned content
· Product placement 


Table 1 – Netflix business model canvas (Pereira, 2021).

The importance of marketing

Marketing is a fundamental business activity because the primary goal of any organisation is to make a profit (Moving Targets, 2019). Marketing is a customer centric exchange process which involves identifying profitable opportunities and then developing valuable products/services that satisfy consumer needs/wants. Marketing communicates the benefits of products/services to help businesses gain more customers and increase sales. A successful a marketing strategy includes a value proposition that aligns with the overall business objectives of any organisation (Gitman et al., 2018).

Marketing contributes to organisational growth; the advantages of effective marketing are: improved customer engagement, brand recognition, relationship building, better communication, increased sales, and smooth problem-solving and decision-making (Mansoor, 2019).

Marketing concepts

Organisations can apply the marketing concept to fulfil customers’ needs, raise profits and surpass competitors (Wilson, 2020).

Figure 1 – The five marketing concepts (Kohil, 2017).

Production concept: customers prefer cheaper products/services that are readily available. 
Product concept: customers prefer innovative, higher quality products/services which perform better.
Selling concept: customers will only buy products/services if a company invests heavily in promotions.
Marketing concept: an organisation’s success relies on understanding target markets and customers’ wants/needs to provide better value than competitors.
Societal concept: marketing strategies must provide value that enhance both the customers and society’s well-being (Bhasin, 2019; Wilson, 2020).
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Figure 2 – Societal marketing (Kohil, 2017).

The impact of the internal, macro - and micro - environment on Netflix’s marketing strategy 

Marketing executives utilise environmental scanning tools to accurately forecast market conditions, assess weakness and strengths, identify opportunities and threats, and develop suitable strategies that match changing customer demands (Tapalaga, 2019; Tan et al., 2018). 

Microenvironment – Porter’s Five Forces
Figure 3 – Porter’s Five Forces (De Bruin, 2016).

Threat of new entrants
Producing their new content or acquiring it from production companies requires huge investments, making barriers to entry high. Netflix’s first-mover advantage allowed them to build an excellent brand image and loyal fan base prior to other entrants to the market. The streaming services industry is growing rapidly, many new businesses have started launching, this remains an ongoing concern for Netflix. Therefore, the threat of new entrants is high and must be monitored closely.

Bargaining power of buyers
Most streaming services are comparably priced; therefore, the quality of content tends to be more important to viewers. Switching costs are low because subscribers are not tied into any contract and have the right to cancel anytime. Netflix must focus on exceeding customer expectations, attracting new customers and differentiation to maintain a large market share. Therefore, the bargaining power of buyers is high.

Threat of substitutes
Mainstream TV is outdated, while streaming is on the rise (especially among the younger generation). Netflix’s service is low-cost and convenient; however, they must continue to innovate and diversify in order to set their services apart from rivals. Therefore, the threat of substitutes is low. 

Competitive rivalry
The streaming industry is competitive; new entrants are rising, and competitors like Amazon Prime Video offer subscribers’ extra perks (e.g. free deliveries). Netflix has limited copyrights because it does not own all of its content and production studios can remove content from Netflix to broadcast on other platforms. Netflix can overcome this by continuing to place emphasis on cost leadership and differentiation and aim to perfect the quality and quantity of their original content. Therefore, competitive rivalry is high.

Bargaining power of suppliers 
Netflix has no influence over who production studios sell their content to because they make their own decisions. On the other hand, Netflix creates exclusive, unbeatable content, which according to 7 Park Data represents 37 percent of streaming in the USA. Therefore, the barraging power of suppliers is moderate (Tan et al., 2018; Tough Nickel, 2020).

Macroenvironment – PESTLE

Political
Netflix is a multinational company, they are obliged to respect the laws and cultures of foreign countries when designing and launching their marketing campaigns. 

Netflix must be careful about the content they broadcast in particular countries to avoid causing offense. Hence, they block some programmes in certain countries. For example, when Netflix promoted their show “Narcos” by placing a banner in Madrid, Spain, Columbia got offended because they felt Netflix was praising the drug lord Pablo Escobar who caused a lot of damage to their country. Netflix removed the banner to prevent a political scandal.

Economic
The economies of different countries affect sales margins, so Netflix adjusts their monthly subscription fee according to a country’s economic conditions. To make a profit, Netflix’s cost per title, by country is charged by the number of simultaneous streams per subscription level.

Social
Netflix analyses various sociocultural factors when marketing their products/services to particular consumer groups. Their service is geared more towards 	Millennials who usually have a massive presence on social media. Younger generations are inclined to favour streaming platforms in comparison to television. Statistics show that Netflix is 84 percent more popular among Millennials and 68 percent more popular among women. Netflix uses this information to understand that Millennials and women are their greatest enthusiasts and aims their marketing strategies at this audience.

Technological
Rapid technological changes have made it cheaper, faster and more feasible to market products/services. Social media has become instrumental in the digital information age and transparent customer communication is vitally important.  Netflix’s technological capabilities offer a simplicity and value for money.

Legal
Netflix is bound by data protection regulations, consumer rights and copyrights laws. Digital piracy remains an ongoing concern and it’s easier than ever to access illegal content, Netflix spends an extra $192 million per month to protect themselves from cyber-crime (Tapalaga, 2019; Montefiore, 2019).
Environmental
Climate change, sustainability and corporate social responsibility are today’s hot topics, and increased consumer awareness is influencing purchasing decisions that are based on the triple bottom line. Marketers should promote environmental friendliness and demonstrate a good brand image. Netflix has less impact on the environment because they do not produce any products apart from the carbon dioxide used in electricity to keep servers operating. They are focusing on clean energy and hope to increase this to 80 percent by 2022 through the use of wind turbines and solar panel systems.

Netflix’s competitive advantage – Porter’s generic strategies
Competitive Scope
Narrow
Differentiation
Broad

	

Cost leadership


	

Differentiation

	

Cost focus


	

Differentiation focus


Cost

 Source of competitive advantage 


Table 2 – Porter’s Generic Strategies (Mind Tools, 2021).

Cost leadership
Netflix’s low-cost subscription service gives them an advantage over competitors. Their affordability in comparison to other streaming providers means that they appeal to customers.

Differentiation
Netflix differentiation marketing strategy is their personalised, unique content which helps them attract and retain customers (Moore, 2019).

Netflix maintains a strong competitive advantage because they integrate both cost leadership and differentiation into their marketing strategy.







Growth strategies – The Ansoff matrix
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Table 3 – The Ansoff Matrix (Mind Tools, 2021).

Market development
This indicates that Netflix would need to sell their existing streaming service and original content to new markets. Netflix can continue to grow their business by expanding more into international markets. Netflix’s online service makes it easier to reach customers worldwide and compete globally. 

Diversification
Netflix does not often implement this risky strategy because it involves introducing new products/services into new markets and Netflix already has a strong fan base. If Netflix decided to use this growth strategy, they might have to alter their corporate structure.
 
Market penetration
Netflix regularly uses this growth strategy to expand their market. They market and sell more of their existing streaming service and content to existing customers. Netflix’s competitive advantage ensures they perform better than other streaming services. 



Product development
This involves selling new products/services to existing customers. Netflix regularly changes and improves their service to ensure that current viewers remain happy and loyal (Moore, 2019).

Target markets 

Netflix operates domestically (in the USA) and internationally, the majority of their revenue comes from its USA market. Due to territorial licensing Netflix is currently not available in China, Crimea, North Korea or Syria (Patkar, 2019; Netflix 2021).

The streaming market faces constant changes in customer behaviours and technology (Tan et al., 2018). The segmentation, targeting and positioning (STL) framework allows organisations to assess their products/services and explain their benefits to particular customer groups (Hanlon, 2021).

The result of Netflix’s price hike in 2011 was that they lost 800, 000 subscribers. Following this they expanded into the Irish and UK markets in 2012. In the past they have experienced difficulties regarding language barriers and international licensing laws, hence they designed translated subtitles for diverse markets. The emergence of 5G and cheaper mobile data has facilitated the streaming of larger videos on mobile phones, hence Netflix has been able to penetrate the mobile market. For example, in 2017 Netflix expanded their mobile views by 82 percent (Yang, 2017). 

Segmentation 

Demographics (age, gender, income)
Netflix targets males and females, between the ages of 18-49, with an average income of 30,000 pounds per year, 65 percent are a household’s primary grocery shopper and one in two users have children under the age of 3, they also appeal to different racial and ethnic groups with a selection of foreign and translated films. 

Psychographics (principles, character, beliefs)
Busy people who don’t have enough time to go out for a movie.
Film buffs who are addicted to watching movies.
Money savers who seek value for money.
Social people who seek belonginess associated with Maslow’s Hierarchy Needs, today people want the internet, so they can connect with others.

Viewership or behavioural characteristics (interests in programmes)
Netflix adds a “Just for You” message on a user’s home page, based on similar programmes they have previously watched, to keep them captivated. Different geographical locations affect subscribers social and cultural behaviours and hence their viewing preferences (Katsadas, 2019; Yang, 2017).

Targeting 

Netflix are experts at market segmentation, content and personalisation. They use algorithms (a form of artificial intelligence) to examine existing data and understand viewer preferences, they then recommend similar shows to the ones regularly watched. Furthermore, their marketers take personalisation to the next level, once they know what content viewers like they group them with other similar interests, this enriches the customer journey and keeps them hooked (Egan, 2018).

Positioning 

Positioning is a strategic marketing approach that helps Netflix identify customers’ problems and find possible solutions, to improve their service, while considering that needs often change (Katsadas, 2019; Berlin School of Business and Innovation, 2019). 


Figure 4 – Positioning (Katsadas, 2019).
The marketing mix


Figure 5 – The marketing mix (Hausman, 2020).

Product
Ad-free streaming content with an extensive range of genres in different languages. The three membership plans are - basic, standard and premium. Shows are updated every week to keep up with the demand. Their 4K ultra high definition videos are picture perfect. Massive investments in technology research and development.

Price
A flat rate monthly subscription fee with prices varying across countries. In the UK plans range start from £5.99 per month. Some critics suggest that there are cheaper competitors such as Hulu.

Promotion
Large investment in promotions, in 2019 Netflix spent 2.65 billion dollars on marketing. The brand reaches their target audience via celebrity endorsements, billboard advertising, word of mouth and social media. Netflix offers a one-month free trial to entice new customers and capture their email address.




Place 
Operating in over 190 countries, their on-demand service is available anytime, anywhere. Customers can watch Netflix on most electronic devices (such as smartphones, laptops, TVs etc). 

Process
It is free and easy to join, memberships renew automatically and can be cancelled anytime.
 
People
Over 8,600 employees worldwide and voted as one of best the companies to work for. Netflix has over 200 million subscribers globally is constantly growing.

Physical evidence 
Website, app, offices and data centres (located in USA, Netherlands, Brazil, India and Japan) (David, 2021).

Marketing communication channels 

Netflix embraces a multi-channel, marketing automation approach to advertising, they are active on all social media platforms. Their social media strategy is simple, creative, authentic and endearing and their posts often go viral. Their sponsored posts are free, and their social media team ask questions, generate polls and encourage group discussions, to improve brand awareness and prompt users to share posts (Siddiqi, 2019). They share humorous posts, videos and photos to grab people’s attention. 

An example of a funny Netflix commercial on YouTube https://www.youtube.com/watch?v=Sv-tyVuZTls&t=56s (Video: Tas, 2020) 

Beer (2019) points out that Netflix’s vice president of product innovation Chris Jaffe said “the company recognises that the best way to urge viewers to watch is to direct them to the platform (i.e. via social media, the app, promotions and emails).

Social media

Facebook
Netflix regularly posts videos and images on Facebook displaying trailers for upcoming shows to offer a sneak preview, which keeps devotees in suspense and creates urgency. Netflix has 61 million followers on Facebook, 58 million likes and a growth rate of 25.9 percent in 2020, which is ten times more than Amazon Prime Video. (Chamat, 2020; Geeks Chip, 2021).

The trailer for “Tall Girls” posted on Facebook received 7.4 thousand comments and four thousand views: https://www.facebook.com/netflix/videos/2445344335530649/ (video: Facebook, 2019).

Twitter
Netflix appreciates the importance of storytelling and customer participation, they use twitter to reply to inquiries about the latest films and shows. Additionally, Netflix’s social media team use memes to create humour and entertainment. Netflix has nearly 14,000 followers on Twitter and they have been tweeted more than 30, 000 times (Chyamat, 2020; Speak RJ, 2021). 

Netflix partnered with Hi 5 Agency a creative company to design a meme showing Jake Gyllenhaal’s expressions in “Velvet Buzzsaw”:

[image: ]
Figure 6 – A Netflix meme on Twitter (Image: Beer, 2019).
[image: ]
Figure 7 – A Netflix post on Twitter (Image: Tas, 2020).

Instagram 
Netflix posts images and clips from films or shows on Instagram with charming captions, they also post exclusive backstage interviews with actors. This helps the brand stay at the top of popular culture. Netflix rarely use hashtags, but they are kings of content, which is why they are able to generate huge amounts of traffic (Chamat, 2020). 

Netflix’s Instagram video clip to promote “Stranger Things”, which gained 1.2 million views and more than 3,000 comments: https://www.instagram.com/p/B4QDnhUnXFh/ (Video: Instagram, 2019).

Netflix has 19 million followers on Instagram and a 92 percent growth rate (Chamat, 2020).
[image: ]
Figure 8 – A Netflix post on Instagram (Image: Tas, 2020).
Campaigns and partnerships

Netflix collaborates with many well-known brands to promote their products/services. For example, they increased their brand engagement by collaborating with Subway who started making green eggs and ham sandwiches to promote their Dr Seuss series “Green Eggs and Ham” (Kaufman, 2019). 

[image: ]
Figure 9 – Netflix and Subway’s “Green Eggs and Ham” campaign (Image: Facebook, 2019).

They associated with brands like Coca Cola and Burger King to endorse “Stranger Things” which lured viewers to their platform and surged profits (Rodriguez, 2019).

Netflix partnered with JWT Bangkok to advertise “Narcos: Mexico” in Thailand and cut out anyone offending scenes whilst allowing viewers to see what had been removed. This campaign defeated censorship and reached 34 million people (Menghani, 2021). 
https://www.youtube.com/watch?v=MsC11Lh2DTM&t=1s (video: Lopez, 2019).

Email marketing

One of Netflix’s most essential marketing strategies uses imaginative GIF’s and moving images to enliven their emails and create interactive, pertinent and charming content which demands attention. 

It’s easy to skim Netflix’s emails which is important as it increases email open rates. Netflix’s “House of Cards” prelaunch email promotion only had a title, date and the words “arriving soon”.

[image: ]
Figure 10 – A Netflix email promoting “House of Cards” (Image: Cho, 2016).

Netflix uses the information they already have to understand their audience well, their concise emails keep customers’ wanting more (Egan, 2018).

[image: ][image: ]
Figure 11 – A Netflix email promoting “The punisher” (Image: Pulliam-Moore, 2017).
Search engine optimisation (SEO)

According to Casan (2016) Netflix’s digital marketing strategy does not focus on SEO much. Google considers many factors when ranking pages in search results and SEO strategies should address both on-page SEO and off-page SEO. On-page SEO optimises individual web page content to increase rankings and drive traffic in search engines. On the other hand, off-page SEO are activities outside of an individual website that impact rankings inside search engine results pages (Moz, 2021).

Menghani (2021) notes that Netflix tries to optimise their organic search results (unpaid advertising results) to increase web traffic naturally by fine-tuning their keywords, header tags and content to achieve higher rankings. Netflix places emphasis on effective international SEO strategies and earned a domain authority of 90 out of 100 high engagement rates through binge watching and link popularity. Casan (2016) argues that Netflix is proficient at off-page SEO but could enhance their on-page SEO. 

Measuring success

Generally, TV executives are obsessed about TV show ratings and blockbusters, whereas Netflix is not. Netflix CEO Ted Sarandos stated that this is because it allows film producers to track return on investment, hence the better the ratings the bigger the profits. Netflix’s success depends on subscribers as opposed to advertisers, so ratings are not essential to them.

Netflix’s performance indicators are relevant to their own business model and determined by cultural significance. They measure attributes like social acknowledgement, critiques and media coverage to determine their effectiveness. The brand is passionate about inspiring social interactions and obtaining useful feedback, especially viewers opinions about Netflix’s original content. Although the brand no longer has a reviews section they rely heavily on word-of-mouth advertising and recommendations to drive new subscribers and enhance customer retention (Shahzad, 2016).

The influence of the marketing activities on Netflix’s performance

Netflix’s unparalleled marketing strategies have helped them build an excellent brand reputation, attract millions of customers globally and gain the largest streaming market share in the world. 
Market share

[image: ]
Figure 12 – Netflix’s market share (image: Shaw, 2021).

The company maximises on every opportunity and partially owes its marketing success to huge investments into superb advertising campaigns. The brand enjoys over 183 million customers, in more than 190 countries and as of 2021 boasts a net worth of nearly three billion US dollars. Netflix’s authenticity and relaxed approach to their digital marketing strategies fosters an excellent bond between the brand and their viewers. They outrival their competitors such as Amazon Prime Video and Hulu who are usually more formal with their marketing communications (Pafitis, 2020).

Netflix awards
Primetime Emmy Award
34 Emmy Awards 
6 Oscars
4 Golden Globe Awards
Shorty Award




Screen Actors Guild Award
Critics’ Choice Television Award
BAFTA Award
Television Critics Association Award






Figure 13 – Netflix awards (Geeks Chip, 2021).



Conclusion 

This paper examined the effectiveness of Netflix’s marketing activities and determined that although the company has many strengths, implements outstanding digital marketing strategies and is currently the world’s best streaming service there is always scope for growth and improvement. 

This analysis established the weaknesses and threats in Netflix’s business environment and discovered that defects in their marketing strategies are that they can incorporate advertisements in their platform, grow their market by selling their existing services to new markets (i.e. the elderly), license and distribute their original content to other media companies (expanding their business-to-business capacity) and redesign their SEO on-page digital strategies to improve business performance.

By addressing these shortcomings Netflix will continue to prosper by gaining a larger market share and prevent their winning business from becoming the next Blockbuster as prices keep rising and new rivals emerge (The Guardian, 2019).

Recommendations

· Introduce advertising to their platform to help reduce debt and increase revenues. A Netflix survey indicates their customers are opposed to ads, yet research shows that Hulu earns more from ads-plus-new subscribers than from subscribers alone (The Guardian, 2019). Netflix could give customers a choice of subscriptions with ads or ad-free subscriptions.

· Focus on market development by adding historic films or shows to their platform to create a sense of nostalgia which could tempt elderly people to subscribe (Katsadas, 2019).

· License their own content out (such as their most popular shows or films) to other distributors (like CBS or NBC Universal), to explore B2B market possibilities and provide their business with extra financial security (Aycock, 2021).

· Drive more traffic to their site by strengthening their on-page SEO and organic search performance by refining keyword research, content optimisation and setting up codes properly for international markets (Casan, 2016).
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Competitve rivalry 


Threat of new entrants


Bargaining power of buyers


Threat of substitutes


Bargaining power of suppliers



Who?
Target market


Anyone with internet access


Why?
The benefits



When?
What times to use



Against who?
Direct competitors


DVD retailers, e-commerce sites (e.g. Amazon, Hulu)


Unlimited streaming, anytime, anywhere


Saves money as opposed to buying/renting movies
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