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Step 1. Supply Chain Workout for Netflix

Growth Strategy: Expand Netflix into India

COMPANY'S GROWTH STRATEGY & FINANCIAL GOALS

Financial: Gain profitability and a sustainable competitive advantage in the global
marketplace

v

COMPANY'’S OPERATIONS & SUPPLY CHAIN SITUATION ANALYSIS

-

Strengths

Mixes information technology
and physical logistics
Automatic tracking information
system

Open connect

Weaknesses "

Scarcity of certain titles
Netflix app not currently
developed for India

Opportunities

Growing number of people
globally with high speed
market access

High growth in India
International expansion
through information
technology

Threats

Upstream supplier risks
Dependency on internet service
providers

Increased competition from
competitors in virtual supply |
chain I

|

C Y’ PERA

Mixing information technology and physical logistics to replace
traditional brick-and-mortar stores
Using customized software to track its subscribers preferences

Making recommendations from its entire library that are inspired by

each individual’s viewing habits

P

131




P.E.S.T. Analysis
Polijtical Factors:

India is a Federal Republic, meaning that the powers of the Central
government are restricted, and that the states of India have ultimate
sovereignty.90

Tax is levied on income (except on the agricultural industry)

Local governments employ taxes on properties and utilities.

On March 21, 2000 the United States and India opened up to commercial
trade in New Delhi.%1

Economic Factors:

“India is poised to accelerate its growth rate to 9-9.5% over 2013-15, even as
China will cool down to a more sedate 9% by 2012 and to 8% by 2015.92
India is now spending 8% of its GDP on building and improving its
infrastructure. This is indicative of a strong economy.93

The American Dollar is equivalent to 61.72 Indian Rupees. While this may be
startling at first glance, but their economy as a whole is still strong. This only
accounts for inflation.8?

Social Factors:

By 2028, both Asian giants are estimated to have 1.45 billion people each and
India’s population growth is tipped to continue until 2050, while China’s
population is projected to start declining after 2030. 89

Age structure: 0-14 years: 29.3% (male 187,386,162 /female 165,345,284)
15-24 years: 18.2% (male 116,019,042 /female 103,660,359)

25-54 years: 40.2% (male 249,017,538/female 235,042,251)

55-64 years: 6.8% (male 41,035,270 /female 40,449,880)

65 years and over: 5.6% (male 31,892,823 /female 35,225,003) (2012 est.)
94

* AsofJanuary 2013, there were 13 Million Broadband connections in India

Expected growth is 24.5% per year

90 http://www.indexmundi.com/india/government_type.html

91 http://articles.economictimes.indiatimes.com/ZO 10-08-

17 /news/2 7599478_1_china-s-gdp-real-gdp-growth-savings-rate

92 http://www.ibtimes.com/indias-population-will-grow-while-chinas-will-begin-
decline-Z028-making-india-worlds-most-populous

EE https://www.google.com/#q=us+indian+exchange+rate

e http://www.indexmundi.com/india/age_structure.html
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Step 2. Critical Success Factors and Health Check

Critical Success Factor

Grade

Understand if India is technologically ready
for Netflix’s Service

Be sure that we are selecting correct local
content to attract market

Be early to market with our type of service to
gain high market share

Correct purchasing and placement of ads to
market Netflix

Provide multiple outlets to access Netflix

Track reviewing trends to add content that
would be more relevant

Monitor competition

OIN| | bW N e

Affordable competitive pricing

W =B > > w

133




el

[{e Joy 9o11d 3yS11 aAey 03 9qIssodu
—PaMaxs A1aA a.1e BIPU] U] SISSBP aWI0IU]

spoo3 19130 jo uniad aip
03 9AIE[S. pUE 3]qeD Uel3 19MO] SI 3)e. A[juow u3.LINY

Supud
2Annadwod sjqepaoyy

19 IRUI [BI0] 313 YIm sATySUOnE[al 19139
Ajqissod pue jaxrew ayg jo Suipuejsiapun
191134 9aey Aewr si03nadwod opsawo(

uonlnadwod 3 1340 um 03 adusiradxs 1sed asn

uonnaduwod Jo03tuop

11BJS 03 JUIIU0D 3991100 33 IARY 30U P[NOY)
SsloeInooeul e1auas pue saduataya.d [eanyno
01 anp saduaJajaad uo eiep pamays aq pinon

walsAs wyiLioS{e avuaisyeld ownsuod paysigeiss asq)
ssauaAIsuodsad
e pue suonsagans paseq sousaajead pue s3unes asp

JUBA3]3J 810U 3q
pInom jeyy Jusjuod ppe
03 spua.3 Suimaiaa. yoed ],

SI1 243 ut 3aeY J0U Op am Je13
aAey Ao sauo 03 ydepe Ajqissod pue SadlAap
9591 03 a[qejreae dde aip axew 03 pasu s

CERIAET)
P3IqeUs XIjaaN jo eloyiard e ssassod Apua.ind erpuj

XIJI9N SS900€ 03
S19ano ajdnnw apiaoayg

$310yj0 Sunesjiew Surnp sooqe) [eanyno pue
o3en3ue| pajoadxaun ojur ung Alqissod p[non

(Buimous sy erpuy ug Jadedsmay 'xa)

$91se) SunedIew feanynd anbrun 11913 pue)siapun app
1931eUl J931€3 BUIIUO UB DR8I 0] 39[IN0 Jeais e SIYOIYM
‘BIPSUI [BIDOS Ul PAA[OAUY AI9A SI ISWINSUO) ueipuj ay,L,

XI[JI9N 19)Jew
03 spe jo yuswaoe]d
pue Suiseyaund 30901019

XIJ3aN 03 puodsau [jim

J3WNSUOI UBTPU] 9} MOY 2INS 3q J0UURI Ip
19NJew ay) Jajua

XIA3N 1| s9d1Alas 9as 03 Butuur8aq si eipuj

OIN 9y Ul WILIFAOT S,uozetry %) XigiaN

Yam a1adwod 03 ajqe Suraq jou 03 anp suonesado pua

03 sajuedwod Burweans jeuoneuayu; 13130 pasned aAey
amoa8

19quIsqns Jeaf 1aAo Jead ysiy aas AjjeardA; pue jsed

943 ur uoisuedxa [euoneUIANUI PIM [[9M A19A JUOp 9ARH

aIeys jaxiew ysiy
ures 03 821A13s jo adA3 ano
M 3a3aew 0] £laes ag

Spasu [enpialpur

11943 JO e 393w 03 Juau0d y3nous Juip.ojge
SINNDYJIP 3aey 03 sn asneds Lew ‘sdnod
Oluy3s pue sgen3uel Jualsyyip Auew sey erpu]

PPE 01 1BUYM JO pueIsIapun 1833aq 398 03 SIajjo AuaLind
XIJI9N 1e13 saraow uelpu] uo s3unes 1asn asn uen
$adua.9)aud pue sjiqey Suiyojem

-91AQUWLITOY) IN0Qe SUIULIRI] Ul S)SIAUI PUE SIBWNSUOD
[euonewraiul jo Surpuelsispun Suons £1aa e Sey XijIsN

19)IBUW 10BINE 0] JUIIUO0D
[e20] 303.100 Bunyoa[es
a.1e 9m JeY) 21ns ag

(jeans uey
$§900€ aJow yonw sey ueq.n) soydesdowapoas
U0 paseq 1ax.1ew 328.1e) pajiw

spaads adeJaae Buisesouj
udjeaa.ud asow Surwooaq adesn pueqpeoag

.
L]

AJIAIAS S XIIJI8N
10j Apeau A[eaidojouyoay
S BIpu| ji puesiapuy)

$32J04 Suiyoolg (

$82404 Buid)ay

5403984 $5939NG 21D




SET

$13JJ0 93 A[(}UOUI INO TR an[ea 823 o1 JO
SIEME SISUWINSUOD 33{eWl PUE SIAQLIISNS 3S00] 03 SN
pasned jelpy sa3ueyd ad11d 1M S3383S PaliLf Ay Ul
sayestw ised proae o1 A8a3ens Suiowd ano Aq pueis

POMdYs A194 3.E BIDU] U SBSSR[D 3WOIU] o

spo0d 13430 Jo Supiid 3y 03 aAlR[ad
DUE 9[GBD URY) J9MO] SI 3)B A[JIUOW JUALINY o

«SI[NI 91 135, 01 BUO Y BUTaq JO SaIEIS paatuf)
913 Ul aAeY am 39spuwl ayy Buisn pue A13snpuj paoed
15EJ 91 uj s1033adwiod Jojjuow 03 fypurw K194 Surag

1djIeW 313 Jo Sujpuersiapun
19naq aaey Aew siopadwod dusewog e

uonnadwod st JaAo uim 0 asuauadxa sed s e

$8}IS S0} EIA IBQPIaJ U0 paseq

JUEM SISWNSUOD INO Jus3U0D 3y} Suipraoad ase am
je) 94ns 9q 03 saded 19131m [, PUE H00G3IB] JN0 OBz
OS[E ‘SPaau 850U} SPIEMO] JUBIUOD JIBIND PUE 33IS N0
10 ui£ofus e SIBWNSUOI JBYM 1B A19S0[ 124 3007

11€3S 013ULJUOD 1031100 BY] SAEY JOU PINOT) o
$91BINIIRUI [RISUDE PUE SEdUAIRYaad [BInINd
0] 31D $30UB13J91d UO BIEP POMas 3] P[NoY) e

waishs

WILIOS[e 23UdI9j3.d JaWNSU0D PaysIqe3ss asn e
SsaudAisuodsal yoed) pue

suonsadsns paseq aduadayald pue s3upel s e

(RO0WS JJE SUORE|SUBL 9FENSUE] JBY) PUE asn 0] ASed
A1 st adeya3u) et 2ans aq Anunod ayy uy youne|
410 JO SWwI9) uf adiAap a1 Bumiad ui Hej ou aAep

Sl 9L Ul 2ARY 10U 0P am
el 2aey Lot sauo 03 ydepe A|qissod pue sanlAap
9531 01 ajqejieae dde ay ayew 01 paau [us o

Sa01A3p pajeua
XI[Ran jo esoyiald e ssessod Apuaimo eipu; e

$21308) JunaIew [NyssaoIns

Puejsispun 03 eipuj ui a1e yeys satuedwod [eqo[d
181120 Jo 55330ns Aprys pue Apidet agueyd asey
SE UOLIEU 3]} Ul SpUal) BIpawl {e100s yyim dn doay

s110j30 unayew Suinp sooqe; [eammd pue
a3engue| payoadxaun ojuy una |qissod pmoy e

$91SE}
Sunaxtew [eInynd anbiun puessiapun M e
19vlew y93.1e] suIjUo
UE 42834 01 19300 31e9.8 B S| Yo1ym ‘BIpawl
[BI20S Ul POAIOAUL AI0A ST JOWINSUOD UBIPU] 9YL o

ERIVNER

ay) unuawaldwi uo Appinb 1oe pue $1030€] [BANI[ND
JO 3IBME pUE 9ANISUBS A13A 9q 0] aNURUOI ‘sAIFIEnS
uoisuedxa [euoneuaqur 3sed jo yo HI0M 0] INURUOY)

XIFaN 03 puodsad [jim

J2WINSUOD UBIPU] ALY MOY 3INS 9 JOUUBI 3N, o
19MIBW A3 19jud

XILAON 21| S01A13s 93s 03 ButuuiBaq s eipu; e

XIHON yam a3adwod 03 ajqe

duiag jou 03 anp suopesado pua 01 sajueduwod
SuIWIedNS [BUOHEWIANUY JIYO Pasned JABH e

1m043 12qLIoSqNs Jeak 19A0 Jeak

Y81y aas AeardA puesed ayy ur uorsuedxa
[BUOHEBWIANUT 13IM [[2M AI3A QUOpP 9ABH o

1U93u00

pajepdn 10j $995UDI[ JUSLIND 1M sdiysuonejea
utejuiew ‘Af[eul 39).IeW JnO purISIapUN
Alienunuod 03 sn moj(e [jim osyy ‘satiieq JUYID pue
s8en8uef 01 sunwun L@y S1USU0D a3 Jey3 auns
8q 03 sn djay im sIy, Jud3u03 ano Jo jred se ured

03 Anunod oy uy Apus.ind Jemndod st jeym uo 5100,

Spaau [enpiaipur

41943 JO e 190 03 Jua3U0D Y3noua Suiploye

S8NNIYJIP aaeY 03 sn asned Aew ‘sdnoad
Sluyla pue eengue| Justoyip Auew sey eipu; o

PPE 0} JBYM JO pueIsIapun
191184 395 03 S19J30 A[JUBLIND XIJIoN
1BU] S3IAOW UBIPU[ UO SFUIIBI JOSN 35N URY) o
SERIHERETER G|
pue s3qey 84iydiem-alAow 11ay) Jnoqe
duruaes) Ul $ISAUI pUB SIBWNSUOD [euoneuIajul
Jo uipueisiapun Suons £19a e SBYUXIJION e

JAWNSu0d uepuy

A1 01 9[qe[ieAe A|ipeal ad(A1as Buiweans 1se) ino
ayeur 03 (3a4) Joj S s90p sABMIE XIINBN) SdSI A

01 way apiaoad pue 3d1alas 1auue) uadg Jno azin

(feana ueyy
S$5300€ alow yonw sey ueqan) soiydeidowapoad
U0 paseq 1ayJew Ja8ie] pajiwil] e

spoads adetase Buiseasou;
judjeaard arow Sujwosaq afesn pueqpeolg e

SJuBWaIeIS |IoM AjSWwanx3 og am 1N 1eym

532404 Supypoig

$33404 Suidjay

35




9¢€1




Step 5. Performance Indicators

EFFECTIVENESS
INDICATORS

EFFICIENCY
INDICATORS

ADAPTABILITY
INDICATORS

e Appearance
e Timeliness

e Accuracy

e Performance

e Usability

e Serviceability

® Costs

* Responsiveness
o Adaptability

* Professionalism

® Value-added cost per
unit of output

¢ Cost of poor quality

e Maintenance

e Cost of Waste

e Average time it takes
to get a special
customer request
processed compared to
standard procedures

® Quick responsiveness
to low ratings to bring
in content

® Quick changes based
on economic and
technological advances
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What could go
wrong?

Our new Indian
customer market
being dissatisfied
with the exclusive,
original, and/or
general content

The Indian culture
may not respond to
Netflix in the way
we had hoped

When licensing the
new content and
launching the
website /apps many
things could be
mistranslated as
well as culture
taboos that we
could encounter

Step 6. Potential Problem Analysis

What will cause Your preventive Your contingency
this problem? actions | actions
The cause of this In order to prevent  Our contmgency

problem would be
not being able to
achieve all of the
content that we had

“hoped to collect and

The action that

would cause this

problem would be

lack of cultural
awareness

138

content
dissatisfaction we
will do extensive
research in order to
solidify what our

license target market wants
“to see
'The cause of this “In order to attract
‘problemwouldbe  customers towards
‘current high pirating Netflix and steer
-rates. This causes ~ them away from
Netflix to lose piracy we will have
‘customers due to the to advertise the high
‘illegal online - quality and low price
‘streaming that Netflix has to
= oﬁ‘er

Extensive research
will take place in
order to prevent any
cultural taboos or
any mistranslations.

~Also, we will gain
- access fto first hand

help to oversee any
issues with the
Indian culture and

- language that could

occur along the way.

action would be to
invest more money

“into licensing

content that the

- Indian consumer

demands. Making
more popular
content available

- Our contingency
“action would be to

- stress in our
“advertisements the

convenience and
simplicity of our site.

‘Also by advertising
“our newest and most
popular content we
~can compete in a

competitive market

“at a higher level

Our contingency
action to take place
will be to change any
problems or errors
that may occur. We
will implement an
operation team to
oversee all of the
occurring problems

- as well as extensive
‘research to avoid

future issues.




Conclusions and Recommendations

Conclusions

From a financial perspective, we have decided to reject this project due to the multiple
outcomes in which the value of the firm is decreased should be project be taken on.
However, from a supply chain perspective, conditions are relatively favorable to move into
India. Although the number of households that have broadband is currently low (about
16.7 million), it is set to grow at a rate of 24.5% per year. This suggests enormous potential
for the amount of users we could potentially delivery content to in the future. In addition to
this, broadband speeds in India are currently more than high enough to support Netflix
(average speed is 1300 kbps, recommended is 500 kbps) and are increasing as broadband
prevalence and usage increases. Another positive aspect is Netflix's Open Connect content
delivery network would be an enormous asset to expansion into India, as it sorts the
broadband traffic that is associated with Netflix and manages it in a way that does not slow
down the rest of the data being processed. Finally, the number of devices in which Netflix is

able to stream from is very high in India and suggests that users would not have a problem

finding a way to access the content.

Our key learnings from this project work are as follows:

e When moving into new international markets, both positive and negative cultural
factors are extremely important to take into account in order to plan for any sort of
objectives that may hinder operations. In the case of India, examples of these are the
high potential of the Indian movie industry with digital streaming outlets and the

threat of piracy within the country
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* The supply chain is absolutely vital to the evaluation of a project. If it is not possible
to get the product to the end user, then the project simply cannot happen. If supply
chain costs to implement matters that will make it possible for the user to access the
project are more than the firm can afford to take on, this is another instance in
which a project should be rejected

e Itisvery important to scan for any and all conditions within a market or situation
that may affect the outcome of the project. This was mainly done through our force
field analysis and potential problem analysis. If the conditions are not analyzed and
proper measures are not taken to be sure that the project will not fail in specific
areas given these conditions, the entire project/business/firm could be adversely
affected

e Itis important to make as accurate of forecasts and assumptions as possible when
estimating the outcome of the project. Multiple situations and outcomes must be
taken into account as well as extensive research on predicted changes in the factors
being used as measures for success or failure (ex. the change in broadband users in

India). If conditions are expected to decline in favorability, this may serve as a red

flag to go a different direction with the project

* Collaboration is the absolute heart of any project. This is modeled simply by the
integration of the marketing, supply chain, and financial aspects of this project. One
portion of these aspects does not change without the others being at least slightly
affected. This was our most valuable learning point from this project in terms of

experience to bring into the real world
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* Inaddition to the collaboration of different business functions, the collaboration of a
team is vital to the success of a project. If a team does not collaborate and
communicate effectively, then the work that is done will not support and build upon
each other and will not make for a strong project. Our group became very aware of
this fact over the course of the semester and worked diligently to be sure everyone
was on the same page

e Asateam, itis extremely important to understand each person’s strengths and
weaknesses form the start to be sure that the delegation of research and work done
is allocated in the most effective way possible. For example, from the start of the
project we tried to simply divide up the work and all come with a finished product.
We found that when combined, the work sounded repetitive and different writing
styles were evident. As the project went on, it became clear that some members
were stronger in research while others were stronger in writing and others were
stronger in math. Once these strengths were identified, our group worked together

much more efficiently

Recommendations

Key actions that must be taken in order to make the next steps on this project:
* Netflix must do extensive consumer research before moving into India. It is
absolutely vital that the selection meets the needs of the consumer from the start.
From our research, we understand that Netflix sends agents into new expansion
countries to understand the movie tastes of the people and the behavior they take
part in concerning movie watching. We believe that in order for Netflix to be
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successful in this market should they decide to enter it, this needs to be the first step
in beginning the expansion

Netflix must find a way to not allow piracy to adversely affect their business. We
have found that when Netflix moves into a new country, piracy rates actually
decrease because Netflix’s vast selection for such a low price is simply worth it to
the consumer rather than spending their time pirating movies. In order to be sure
that we are working against this issue, our idea is to monitor piracy sites and add
the content that is the most heavily pirated in order to curb this issue and increase
the value of our service. This tells us what people want to watch the most so it is
logical to use this as information for what we should add to our library

It is important that Netflix has a very culturally aware technology team that
understands how to make the Netflix app and website most relevant to the Indian
consumer. This will include being aware of different translation or graphic issues
(such as pictures of movies that may be offensive) as well as the way the Indian
culture typically navigates and operates technology.

Netflix should begin working early to get the app available on cable boxes should it
decide to move into India. This has proven to be vital to Netflix's success in the
American market to ensure that cable works with Netflix rather than against Netflix.
This has happened recently with Netflix in the United States, however we believe
that it is important that this happens early in Netflix’s expansion into India to ensure
it’s success in working with cable providers

Netflix should be sure to have a firm understanding of the direction that the Indian

parliament is going when it comes to changes in the industry that may adversely
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affect Netflix's business or event help its business. Examples of these changes
include the censorship of certain content, restrictions on foreign investment, and
blockers that could hurt the competition involving US businesses. As the Indian
political system has been getting more relaxed over time yet is still constantly
changing, this is an extremely important step to take into consideration when

moving into the new country
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