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1. Management Summary

Netflix was created as one of the founders found a new need -> being able to keep a rented DVD without paying a return fee. It created a model end of 90 that was able to send fast DVD anywhere in the US at low price, from a big catalogue and without paying a fee if you want to keep the DVD longer. 
But if they would have still proposed only this service most probably Netflix would not exist anymore as now the biggest part of their revenue and where they have created the unique advantage is video streaming. 

They were the first to propose this and have reached millions of customers before competitors joined. Nevertheless they need to be attentive as competition start to be stronger it’s critical to continuously improve the service and doing vertical integration by producing TV shows.

On a marketing point of view netflix use a classical approach as one month free subscriptions, friends’ referrals and associating to events/shows in a consistent way to create brand awareness. But this low cost and the marketing budget represent a low part of the operational expenses

At the end Netflix doesn’t really segment neither target customers, their only goal is to attract as much as possible new watchers from any age, gender social condition, location….. As long as they have a good internet connection. 

And even there, they investing for the moment lot of money to ensure a better video compression in order to reach areas and customers that have a lower bandwidth connection

As the habits have changed from owning to consuming, Netflix has still grow opportunities and will definitively under well managed strategy become much bigger and powerful as they’re today, this is also why the stock price is overvalued.

2. Key facts

A. History

In 1997, Reed Hastings and Marc Randolf co found Netflix in California. The idea came at Reed Hastings when he had to pay a 40$ fine after having brought back a video rental with overdue. 

1999, Netflix launches the subscription service, offering unlimited rentals for one low monthly subscription. 
2000 Netflix launches the personalized movie recommendation system that uses Netflix members’ ratings to accurately predict choices for all Netflix members. 
2002 Netflix makes its initial public offering (IPO on NASDAQ under the ticker “NFLX” with 600,000 members in the US.) 

2005 The number of Netflix members rises to 4.2 million. 
2007 Netflix introduces streaming, which allows members to instantly watch television shows and movies on their personal computers. 
2008 Netflix partners with consumer electronics companies to stream on the Xbox 360, Blu-ray disc players and TV set-top boxes. 
2009 Netflix partners with consumer electronics companies to stream on the PS3, Internet connected TVs and other Internet connected devices. 
2010 Netflix is available on the Apple iPad, iPhone and iPod Touch, the Nintendo Wii, and other Internet connected devices. Netflix launches its service in Canada. 
2012 Netflix became available in Europe including the United Kingdom, Ireland and in the Nordic Countries. Netflix wins its first Primetime Emmy Engineering Award.
2013 Netflix expanded to the Netherlands. Netflix garners 31 primetime Emmy nominations including outstanding drama series, comedy series and documentary or nonfiction special for “House of Cards”, “Orange is the new black”, and “The Square” respectively. House of Cards won three Primetime Emmy Awards. Netflix was the first internet TV network nominated for the primetime Emmy.
2014 Netflix launched in 6 new countries in Europe (Austria, Belgium, France, Germany, Luxembourg and Switzerland). Netflix wins 7 creative Emmy Awards for House of Cards and Orange is the New Black. Netflix now has over 50 million members globally ( 70% still in the us) 
B. General

Netflix is present today in 41 countries has 50 million subscribers and had end 2013 a revenue of 4.4 billion.
In 2014 Second semester, net benefit was more than 71 million dollars which is the double of what it has reached one year before

Quality is award winning and 90 per cent of the subscribers have evangelized Netflix and are regular users and recommend it to family, friends, colleagues,.. 

Per month, two billion hours of TV shows and movies including original series are watched.
C. Organization - HR 
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Netflix wants to be a modern organization that trusts in people instead of setting too much controlling mechanisms.

· There is therefore no HR director but a chief talent officer

· Manager should hire, reward and tolerate only fully formed adults

· Encourage to tell the truth about performance

· Managers own the job of creating great teams

· Leaders own the job of creating the company culture

· Good talent managers, think like business people and innovators first and like hr people last

· Finally the motto is  -
A leader who hires the bests and get out of the way (wells)

D. Vision& strategy 
Netflix doesn’t have a clear mission statement but have key visions for the company
· Becoming the best global entertainment distribution service

· Licensing entertainment content around the word

· Creating markets that are accessible to film makers

· Helping content creators around the word to find audience

· Create a great user experience. 

· Design should be clean and recognizable

The Core strategy is to increase unique subscribers in the us with a hybrid model of DVD and streaming entertainment 

E. Revenue

Below graph shows clearly that netflix is in growing phase and by expanding first from the classical DVD rental to streaming and after from expanding to new countries the revenue has increase by 500% in 7 years
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F. Geographic & demographic
Netflix want to be present worldwide where a good internet connection is present

In Europe the HQ is based in Luxemburg for tax raisons as many of US companies 
Age of consumers are between 18-60Y but 18 – 25 young adults are the biggest consumers and consume 3, 7 hours of video content week 

Consumers want to benefits, quality, service, economy convenience and speed

Locations that are the most likely to benefit from it, are urban cities with a good connection nevertheless we see that country side habitants are as well consuming the service as for them it’s more convenient to use streaming than riding several     km’s before finding a dvd rental store or cinema

G. Insider policy & Ethics
Netflix has a strong insider trading policy

· This in order to prevent misuse of material & nonpublic information. 

· Insider shall engage in any transaction involving a purchase or sale of company securities,

· Insider should not disclose nonpublic information
· ,…

Code of ethics, is also well present and documented, some examples below; 

· Honest and ethical conduct

· Full fair accurate and timely disclosure in reports,

· compliance with country/state law

· Honest and ethical conduct
· ,…

H. Environment and competition 

Netflix create a lobbying group in order to defend and influence the video streaming interests. This committee is called PAC - political action committee

There is as well the network neutrality and an ISP (internet service provider) should allow in a neutral way any legal traffic. Means no priority setting on some internet traffic, no bandwidth limitations, … 

Netflix has also several competitors on the market and the next table will high level show the differences between the services
	
	Netflix
	Hulu
	Amazon
	Popcorn
	VOD( ITunes, Proximus,…)

	Market share
	67
	10
	1
	/
	

	Price in dollar
	7.99
	7.99
	6.77
	free
	

	Strengths
	Largest library brand, recommendation system, original production of shows, social media
	Latest movie selection
	Cheapest
	Free and latest movies
	Brand known, latest movies, already present.

	Weakness
	No latest movies
	No large library selection, still uses commercials

Subscribers to commit for1y subscriptions 
	1 y commitment some titles are paid per click

Selection not a big as Netflix

Commercials appears during streaming
	illegal
	Expensive, not accessible everywhere, catalog more limited

	Devices
	Compatible with most devices and game consoles
	Not compatible with game devices
	Not compatible with smart tv and blue rays players
	All devices with web browser
	Depend on the VOD provider but mostly decoder and tablet

	Speed
	Is adaptive to network speed
	Moderately adaptive
	Moderately adaptive
	Not adaptive
	Moderately adaptive

	
	
	
	
	
	


I. Technology 

Digital world, change happens, both exponentially and erratically

Netflix technology is ease of use and could be accesses via normal web browser, tablet/smartphone app, connected TV, operator boxes and game consoles> Only what you need is a good internet connection.

This is as well a point Netflix is working on and is to increase the streaming quality when you have a less good internet quality so it would be able to propose their service to an even larger population
In the US 30% of internet traffic is now used by Netflix, and therefore in order to keep a good quality of diffusion it has created a deal with main providers in order to ensure that the ISP will not set nor a bandwidth limitation nor a traffic priority
J. People & habits

There since the latest 5 year and second screen usage trend. It means the main screen is the TV and smartphone/ tablet is used as second device
Slowly but surely we see in US and Western Europe that every family disposes of more than 1 screen at home

K. Partnering

Netflix needs to partners with Internet service providers as streaming is already consuming in the US more than 30% of the internet traffic, the risk is that ISP break the internet neutrality rule and ask streaming companies to pay a fee for having their traffic paid. For the moment the internet golden rule of neutrality avoid this but who knows what will happen if the traffic increases exponentially, therefore Netflix decided to partner and co-offering content with ISP. 

As well Netflix partners with Country Television content distributors this to not be seen only as a competitors but as a strategic partner in order to provide more content possibilities to customers, this like a normal pay channel

3. Marketing 

Reminder

Strategic Marketing 
( analytical process

Operational marketing ( executional process/ implementation 
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A. Analyses
Environmental  

· Economic. Changes in consumer spending rate of employment growth,  interest taxes, when spending rise more likely to buy subscriptions 

· Social. People with leisure time availability are more likely to watch movies and TV shows. As unemployment rate falls people like to opt for less time consuming rental options like streaming

· Technological.  Increase adoption of interne, Wi-Fi everywhere and fast speed, this will be an opportunity for the industry 

· Political factors, internet neutrality, for the moment no specific regulations but in the US this is under debate as more and more the government wants to control net data traffic

· Legal, due to extensive use of licenses for contracts and provider also customer privacy issues, some complaints legal actions could be arriving soon
· Market lifecycle: still in growth phase but approach the maturity lines for some countries (e.g. US) 

Swot
	
	
	

	Internal
	Strength

Largest streaming library

Production of original content

Strong brand recognition

Marketing

Customer satisfaction

Technology as personalized recommendation or friends lists

Customer data 

Experience strong business model


	Weakness

Does not have the latest content

Expiration of some contract with main providers Sony for e.g.
System not flexible



	external
	Opportunities

Product line expansion of original show

More expansion in international market, live sport and online games
	Threats

Network neutrality issue

Competitors 

hacking

more competition from big names

price adjustment

bandwidth limitation 

rising prices 

technology changes 

macro-economic and legal




Pest 

	Political 

Piracy 

Content licenses and copyright


	Social

Wish to watch on screen and any device

everywhere

	Economical

Unlimited market size

Technology applicable for all countries


	Technological

VOD increased popularity 

Need for high internet speed




Porter Five forces

Threats of new entrants; Apple, Amazon, YouTube
Threats of substitutes: high apple TV, amazon, illegal

Bargaining power of consumers: high as lot of choices for substitutes
Bargaining power of suppliers: high as content is key

Competitors: high (Microsoft, wall mark …)
Intensity of rivalry: high HBO low entry barrier and major players already present 

!!! Threats of all 5 forces are high especially power of supplier and customer

B. Segmentation and targeting
Segmentation

	Geographic
	Demographic
	behavioral
	Psychographic

	Customers having high speed internet –mostly urban cities
	All customers between 18 and 60
	Customers that wants to consume low cost and enjoy directly from content they want to watch
	Customers that have time to watch television


Targeting


Netflix do not really target as their goal is to have the biggest amount of subscribers 
Raison is the higher number of subscribers the more Netflix can achieve returns of heavy investments in content and technology because only low prices can be charged due to the nature of the industry and service

Therefore Netflix Target mass marketing of consumer paid streaming subscriptions of tv shows and movies but Highly tailored made to individual needs

Only limitation is that It’s bound with technology and a good internet connection is needed, this is also one extra raison why they partner with ISP in order to optimize and improve bandwidth in some regions

Netflix is as well a global player as they  want to be present in as many countries as possible in order to increase subscription number and have the largest market share from our international markets.

C. Customers

Customers are divided into two sections 
Traditional dvd delivery in the us – more selective they are looking for a  specific title or genre and are ready to wait for the hard copy as long as it meets the expectations
Customers are particular and selective

Online streaming customers not selective and watch when they can, value is immediate access to a lot

Are highly diverse in their watching, and are used to download previously from the black market

Customers may choose to connect one or more social networks

Analyses and collected information is used in order to propose the customer preference movies

Customers habits is as well changing in the past customers wanted to have a physical media and often to own it, now the trend is changing and customers want immediate access and consume it and due to the \volume of content doesn’t necessary feels the need to own it this is why for e.g. in the music industry Spotify is working well>

Streaming market was 1.3 billion in 2007 and is estimated to 12,5 billion in 2017

D. Positioning 


Great choice of content and affordance for people interested in movies and TV shows

Customer’s top priority is convenience, affordability, speed, personalization of the video streaming

Every customer is served individually using sophistical analyses of big data and accurate recommendation algorithm
Vertical integration 
They are starting to partake in more staged within the supply chain

One example of this is the creation of their own television shows

This allows Netflix to enter in the television production market in addition to their place in the distribution market

4. Marketing Mix

[image: image6]
A. Products

DVD rental in the us – for a monthly fee you can rent how many dvd as you want and keep it for how long as you want. The only point is that you can have in your possession a limited amount of DVD depending of your subscriptions and if you want to rent a new dvd you have to provide some backs.

Streaming, for a few dollars, you have access to the Netflix catalogue and you can watch on any of your device, when you want and how much you want articles of this catalogue. 

TV shows 

No one knows better his public than Netflix itself thanks to analyzing his customers’ needs.

As well most seasons are composed of 24 episodes, Netflix ones are made by 10-12 episodes.  By doing this it can attract stars like Kevin Spacy and Halle berry

So the series Netflix is producing are mainly for marketing purposes 

House of cards, orange is the new black,
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B. Price

As Netflix wants to be not expensive in order to attract as many subscribers as possible the price should be low and profit should come with the economy of scale principle.
In the US 7.99$ is the right price and should not be changes

In Belgium the price is as well 7.99E for the basic subscription and 11,99 for full functionalities 

C. Promotion


On the 4 categories of communication – direct, personalized, mass marketing and general approached, Netflix rely the most on the general approach of banner adds, email and viral marketing 

It uses as well one of the oldest method to attract new subscribers and create loyalty, this by providing the first moth for free.
Netflix promotion objectives are 

· Increase the brand awareness

· Highlight de competitive price and variety of content and the social media integration 

· Increase number of subscribers from 40 to 70 millions

· Increase frequency rate

In addition to that Netflix uses as well 

· Internet adverts

· Festivals, Event sponsorship and other sponsorship

· TV commercials advertising

· QR codes in bus stops, popcorn packs, candy…
· Use mobile adds to reach mobile and young customers

· Social media advertising 

At least there’s one green line in all promotion and it’s to a have a consistent message is watch what you want when you want at affordable price
D. Distribution 
Distribution in the US will be done 
For DVD rentals with the US post 

For streaming with country ISP

For the rest of the countries as DVD rental service not available only the streaming via ISP is used a distribution

5. Netflix in Belgium

Belgium was till the introduction of Netflix a VOD market, means where you can rent a movie for a limited amount of time (mostly 48hours)

TV market is since a few years stable in Belgium, but last year cinema industry lost-7% and DVD market 18% of revenue

No legal video on demand streaming was available in Belgium till Netflix launch  in Q3 2014 
Netflix made a deal with Proximus before the launch in order to partner with biggest Belgium telecom provider. 

So Netflix is a channel of Proximus TV and is seen as a partner instead of competitor. And for the telecom provider this is a competitive advantage as they can offer as a normal channel on their box this service that’s attract a lot of people. 

It’s true that most probably they will lose money as their VOD offering will lose revenue but by having partnered with netflix they have a new revenue that will compensate partly or fully this lose.

Netflix Belgium grow target is in 5 to 10 years that 1/3 of Belgian families are regular consumers. This is what Reed Hastings has mentioned during the launch event. He was even arguing that for him it’s even not so ambitious has he mentioned in the US it took around 7 years for reaching this. Only question are Belgians same consumers as US one’s?
Netflix did also before his launch an agreement with SABAM, the author protection firm in Belgium.

The agreement guarantees an appropriate fee at the SABAM members.

This was mandatory before the launch and this will avoid legal pursuits/ restrictions in the future

Before the launch telecom operators in Belgium have adapted as well there service offering in order to prevent a big loss of consumers. For e.g.
· Proximus launched a service called the Movies and series pass

· Be TV has enabled the access on any device and became more aggressive in their advertising  and  attacked directly Netflix

· Voo increased the movies and series catalogue

At least Netflix in Belgium didn’t changed its marketing strategy

Product launch was done by the CEO itself during a big event where media’s where invited. 

Media’s have talked a lot before the launch and just after so this has create a lot of free advertising and has attract the curiosity of a lot of potential consumers

For the rest it’s using the same methods as mentioned already before 1 moth free subscriptions, friends references, events… 

6. Some Recommendations
Corporate level

Proposed strategy is to continue penetration strategy by excellent service and low price, focus on creating its own content as competitive advantage, continue to expand in new countries to increase number of users, improve technology in order to target regions with a lower band speed, partnerships with technology manufacturer to create perfect hard and software for Netflix platform  

Business level 
Continue massively in the investment of licenses, add more recent movies, Have live sport on streaming, expanding the library, accommodate to different internet speeds, more medium for payments

Netflix uses as well amazon facilities due to historical raisons, as it’s a competitor it should be planning as well to create their own facilities

Functional level 
Grow the streaming subscription business and allow other payments than by credit card only.
Increase as well the customer service team, provide more training for customers, and invest in technology to improve what is an already existing as well as analyzing new trend and propose new services
Distribution
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