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\X/HEN ReeD HASTINGS AND MARC RANDOLPH FOUNDED NETFLIX IN 1997, THEY FACED A PIVOTAL QUESTION THAT WOULD
SHAPE THE FUTURE OF ENTERTAINMENT CONSUMPTION: W/ AS THERE A VIABLE MARKET FOR A DVD RENTAL-BY-MAIL SERVICE?
BEFORE COMMITTING SIGNIFICANT RESOURCES, THEIR SUCCESS DEPENDED ON THOROUGH MARKET RESEARCH, STRATEGIC PLANNING,
AND UNDERSTANDING CONSUMER NEEDS. THIS DECISION-MAKING PROCESS HIGHLIGHTS THE IMPORTANCE OF ASSESSING MARKET
FEASIBILITY, TECHNOLOGICAL READINESS, AND CONSUMER BEHAVIOR—FACTORS THAT ARE CRITICAL FOR ANY STARTUP
CONTEMPLATING ENTRY INTO A NEW INDUSTRY.

UNDERSTANDING THE MARKET LANDSCAPE

AsSESSING CoNsSUMER DEMAND FOrR DVD RENTALS

ONE OF THE FIRST STEPS FOR THE NETFLIX FOUNDERS WAS TO DETERMINE WHETHER CONSUMERS WERE READY TO EMBRACE A
NEW WAY OF RENTING MOVIES. IN THE LATE 19905, THE TRADITIONAL MODEL WAS BRICK-AND-MORTAR VIDEO RENTAL STORES
LIKE BLOCKBUSTER. THE FOUNDERS NEEDED TO EVALUATE IF CUSTOMERS WOULD BE WILLING TO SWITCH FROM PHYSICAL
STORES TO AN ONLINE, MAIL-BASED SERVICE.

KEY CONSIDERATIONS INCLUDED:

- THE PREVALENCE OF DVD PLAYERS AND THE ADOPTION RATE AMONG HOUSEHOLDS.

- CONSUMER FRUSTRATIONS WITH EXISTING RENTAL OPTIONS, SUCH AS LATE FEES AND LIMITED SELECTION.

- THE GROWTH OF THE INTERNET AND THE INCREASING COMFORT LEVEL OF CONSUMERS WITH ONLINE TRANSACTIONS.

MARKET ReSEARCH AND CONSUMER INSIGHTS

NETFLIX’S FOUNDERS CONDUCTED SURVEYS AND SMALL-SCALE TESTS TO GAUGE INTEREST. THEY IDENTIFIED SEVERAL PAIN
POINTS WITH TRADITIONAL RENTAL STORES:

- LIMITED INVENTORY DUE TO PHYSICAL SHELF SPACE.

- LATE FEES THAT FRUSTRATED CUSTOMERS.

- INCONVENIENCE OF VISITING A STORE PHYSICALLY.

BY UNDERSTANDING THESE PAIN POINTS, NETFLIX COULD POSITION ITSELF AS A MORE CONVENIENT ALTERNATIVE, BUT ONLY IF
THERE WAS SUFFICIENT DEMAND.

EVALUATING TECHNOLOGICAL READINESS

THE ROLE OF INTERNET INFRASTRUCTURE

IN ]997, INTERNET USAGE WAS EXPANDING BUT WAS NOT YET UBIQUITOUS. THE FOUNDERS HAD TO DETERMINE WHETHER
CONSUMERS HAD RELIABLE INTERNET ACCESS AND WHETHER THE TECHNOLOGY WAS MATURE ENOUGH FOR A TRANSACTIONAL
PLATFORM.

QUESTIONS THEY CONSIDERED:

- \W AS BROADBAND OR DIAL-UP INTERNET SUFFICIENT FOR BROWSING AND ORDERING?

- COULD THE EXISTING INFRASTRUCTURE SUPPORT A SECURE, USER-FRIENDLY WEBSITE?

- \WERE THERE ENOUGH INTERNET USERS WILLING TO ADOPT NEW TECHNOLOGY FOR ONLINE SHOPPING?



LoaisTics AND SuppPLY CHAIN CAPABILITIES

ANOTHER CRITICAL FACTOR WAS WHETHER NETFLIX COULD EFFICIENTLY MANAGE INVENTORY, SHIPPING, AND RETURNS. THey
NEEDED TO CONFIRM:

- THE AVAILABILITY OF RELIABLE SHIPPING PARTNERS.

- THE CAPACITY TO HANDLE LOGISTICS AT SCALE.

- THE FEASIBILITY OF INVENTORY MANAGEMENT FOR A GROWING CUSTOMER BASE.

ANALYZING COMPETITIVE LANDSCAPE

IDENTIFYING EXISTING AND EMERGING COMPETITORS

BEFORE LAUNCHING, IT WAS ESSENTIAL TO ANALYZE WHO ELSE WAS OPERATING IN THE SPACE OR COULD ENTER SOON. THIS
INCLUDED:

- TRADITIONAL VIDEO RENTAL STORES.

- EMERGING ONLINE RENTAL SERVICES OR E-COMMERCE PLATFORMS.

- POTENTIAL NEW ENTRANTS LEVERAGING TECHNOLOGICAL ADVANCES.

QUESTIONS TO ANSWER:
- DID COMPETITORS HAVE STRONG BRAND LOYALTY OR BARRIERS TO ENTRY?
- CouLD NETFLIX OFFER A UNIQUE VALUE PROPOSITION?

ASSESSING BARRIERS TO ENTRY

UNDERSTANDING WHAT OBSTACLES COULD PREVENT COMPETITORS FROM ENTERING THE SPACE WAS VITAL. FOR NETFLIX, THESE
INCLUDED:

- THE COST OF BUILDING A DISTRIBUTION NETWORK.

- DEVELOPING AN APPEALING WEBSITE AND USER INTERFACE.

- ESTABLISHING RELATIONSHIPS WITH MOVIE STUDIOS FOR LICENSING.

FINANCIAL FEASIBILITY AND BUSINESS MODEL VIABILITY

ESTIMATING STARTUP AND OPERATING COSTS

THE FOUNDERS NEEDED TO PROJECT COSTS INVOLVED IN:
- DEVELOPING THE WEBSITE.

- ACQUIRING INITIAL INVENTORY.

- BUILDING LOGISTICS INFRASTRUCTURE.

- MARKETING AND CUSTOMER ACQUISITION.

KEY COST ITEMS INCLUDED:

1. TECHNOLOGY DEVELOPMENT.
2. INVENTORY PROCUREMENT.
3. SHIPPING AND HANDLING.

4. CUSTOMER SERVICE.

ForecASTING REVENUE AND CUSTOMER ADOPTION

THEY ALSO MODELED POTENTIAL REVENUE STREAMS:
- RENTAL FEES.

- SUBSCRIPTION PLANS.

- LATE FEes (THOUGH LATER MINIMIZED).



(QUESTIONS ADDRESSED:
- How MANY CUSTOMERS WERE NEEDED TO BREAK EVEN?
- How FAST CoULD CUSTOMER ACQUISITION GROW?

LeEGAL AND LICENSING CONSIDERATIONS

SECURING CONTENT LICENSES

ONE OF THE CRITICAL HURDLES WAS OBTAINING RIGHTS FROM MOVIE STUDIOS TO RENT THEIR FILMS. THE FOUNDERS HAD TO
DETERMINE:

- THE PROCESS TO NEGOTIATE LICENSING AGREEMENTS.

- THE COSTS INVOLVED.

- THE LEGAL LANDSCAPE AROUND DIGITAL AND PHYSICAL DISTRIBUTION.

UNDERSTANDING REGULATORY ENVIRONMENT

THEY ALSO EXAMINED REGULATIONS RELATED TO E-COMMERCE, CONSUMER PROTECTION, AND INTELLECTUAL PROPERTY RIGHTS
TO ENSURE COMPLIANCE.

TesTING THE BusiNess CoNCEPT: THE PILOT PHASE

ProTOTYPING AND PiILOT TESTING

RATHER THAN RUSHING INTO FULL-SCALE OPERATIONS, NETFLIX’S FOUNDERS TESTED THEIR CONCEPT WITH A LIMITED USER BASE.
THEY LAUNCHED A PILOT PROGRAM TO:

- GATHER USER FEEDBACK.

- REFINE THE WEBSITE AND SERVICE PROCESS.

- TEST LOGISTICS AND SUPPLY CHAIN EFFICIENCY.

ANALYZING PiILoT DATA

RESULTS FROM THE PILOT HELPED THEM:

- VALIDATE DEMAND.

- UNDERSTAND CUSTOMER PREFERENCES.

- ADJUST PRICING AND SERVICE DELIVERY METHODS.

ConcLusIon: MakING THE Go/No-Go DecisioN

DECIDING WHETHER TO START A BUSINESS LIKE NETFLIX HINGES ON MULTIPLE FACTORS:
- |S THERE SIGNIFICANT CONSUMER DEMAND?

- ARE TECHNOLOGICAL AND LOGISTICAL INFRASTRUCTURES READY?

- CAN THE COMPANY DIFFERENTIATE ITSELF FROM COMPETITORS?

- |S THE BUSINESS FINANCIALLY VIABLE WITH MANAGEABLE RISKS?

- ARE LICENSING AND LEGAL CONSIDERATIONS ADDRESSED?

BY SYSTEMATICALLY EVALUATING THESE ELEMENTS, NETFLIX’S FOUNDERS CONFIRMED THAT A MARKET EXISTED FOR THEIR
INNOVATIVE RENTAL SERVICE. THEIR CAREFUL ANALYSIS AND STRATEGIC PLANNING LAID THE FOUNDATION FOR WHAT WOULD
BECOME A GLOBAL ENTERTAINMENT PO\WERHOUSE.



LESSONS FOR ENTREPRENEURS LOOKING TO START A BUSINESS

- CONDUCT COMPREHENSIVE MARKET RESEARCH TO UNDERSTAND CONSUMER PAIN POINTS.
- ASSESS TECHNOLOGICAL INFRASTRUCTURE AND LOGISTICAL CAPACITY BEFORE SCALING.
- ANALYZE COMPETITORS AND IDENTIFY BARRIERS TO ENTRY.

- DEVELOP DETAILED FINANCIAL PROJECTIONS AND TEST IDEAS THROUGH PILOTS.

- ADDRESS LEGAL, LICENSING, AND REGULATORY REQUIREMENTS EARLY IN THE PROCESS.

STARTING A BUSINESS IS A COMPLEX DECISION THAT REQUIRES DILIGENT ASSESSMENT OF MARKET VIABILITY, OPERATIONAL
FEASIBILITY, AND STRATEGIC POSITIONING. NETFLIX’S FOUNDERS EXEMPLIFIED THIS APPROACH, DEMONSTRATING THAT THOROUGH
DUE DILIGENCE IS CRUCIAL BEFORE EMBARKING ON A NEW VENTURE.

IN SUMMARY, THE FOUNDERS OF NETFLIX NEEDED TO DETERMINE IF THERE WAS A DEMAND FOR DVD RENTALS VIA MAIL, WHETHER
THE TECHNOLOGY WAS READY, IF LOGISTICS COULD BE MANAGED EFFICIENTLY, AND IF LICENSING AND LEGAL HURDLES COULD BE
OVERCOME. THEIR SUCCESS WAS ROOTED IN ANSWERING THESE FUNDAMENT AL QUESTIONS AFFIRMATIVELY, PAVING THE WAY
FOR A REVOLUTION IN THE ENTERTAINMENT INDUSTRY.

FREQUENTLY ASkeD QUESTIONS

\W/HAT KEY FACTORS DID THE FOUNDERS OF NETFLIX CONSIDER BEFORE STARTING THEIR
BUSINESS?

THEY EVALUATED MARKET DEMAND, TECHNOLOGICAL FEASIBILITY, COMPETITION, AND THEIR OWN CAPABILITIES TO ENSURE A
VIABLE OPPORTUNITY.

\WHY WAS ASSESSING MARKET DEMAND CRUCIAL FOR NETFLIX'S FOUNDERS?

(UNDERSTANDING WHETHER CONSUMERS WANTED ONLINE DV D RENTALS HELPED DETERMINE IF THERE WAS A SUFFICIENT CUSTOMER
BASE TO SUSTAIN THE BUSINESS.

DID THE FOUNDERS OF NETFLIX ANALYZE TECHNOLOGICAL INFRASTRUCTURE BEFORE
LAUNCHING?

YES/ THEY EXAMINED WHETHER THE EXISTING INTERNET AND DV D DISTRIBUTION TECHNOLOGIES COULD SUPPORT THEIR
INNOVATIVE RENTAL AND STREAMING MODEL.

How IMPORTANT WAS COMPETITION ANALYSIS IN THE DECISION-MAKING PROCESS FOR
NETFLIX?

ANALYZING COMPETITORS HELPED THEM IDENTIFY UNIQUE VALUE PROPOSITIONS AND AVOID MARKET SATURATION, SHAPING
THEIR STRATEGIC APPROACH.

\WERE FINANCIAL CONSIDERATIONS A PART OF THE FOUNDERS' DECISION ON WHETHER TO
START NETFLIX?

ABSOLUTELY, THEY ASSESSED FUNDING NEEDS, POTENTIAL REVENUE STREAMS, AND FINANCIAL RISKS TO ENSURE THE BUSINESS
W AS FINANCIALLY VIABLE.

DID THE FOUNDERS EVALUATE CONSUMER BEHAVIORS AND PREFERENCES BEFORE



LAUNCHING NETFLIX?

YES, UNDERSTANDING CUSTOMER PREFERENCES FOR HOME ENTERTAINMENT AND CONVENIENCE WAS CRITICAL IN SHAPING THEIR
SERVICE OFFERINGS.

How DID THE FOUNDERS DETERMINE IF THEIR TEAM HAD THE NECESSARY SKILLS TO
START NETFLIX?

THEY ASSESSED THEIR TECHNICAL EXPERTISE, INDUSTRY KNOWLEDGE, AND ENTREPRENEURIAL EXPERIENCE TO ENSURE THEY COULD
EXECUTE THEIR VISION.

\W/HAT ROLE DID LEGAL AND REGULATORY FACTORS PLAY IN THEIR DECISION-MAKING
PROCESS?

THEY CONSIDERED COPYRIGHT LAWS, LICENSING AGREEMENTS, AND OTHER LEGAL CONSTRAINTS THAT COULD IMPACT CONTENT
DISTRIBUTION.

ULTIMATELY , WHAT WAS THE DECISIVE FACTOR THAT LED THE NETFLIX FOUNDERS TO
PROCEED WITH THEIR BUSINESS?

THEY BELIEVED THE MARKET DEMAND, TECHNOLOGICAL READINESS, AND THEIR STRATEGIC ADVANTAGES ALIGNED WELL ENOUGH
TO JUSTIFY STARTING THE COMPANY.

ADDITIONAL RESOURCES

IN DECIDING WHETHER TO START THEIR BUSINESS, THE FOUNDERS OF NETFLIX NEEDED T 0O DETERMINE IF THERE \WERE
SUFFICIENT MARKET OPPORTUNITIES, TECHNOLOGICAL FEASIBILITY, AND STRATEGIC ADVANTAGES TO JUSTIFY THEIR VENTURE
INTO THE ENTERTAINMENT INDUSTRY. THIS CRITICAL DECISION-MAKING PROCESS EXEMPLIFIES THE IMPORTANCE OF THOROUGH
ANALYSIS AND STRATEGIC PLANNING IN LAUNCHING A SUCCESSFUL STARTUP. FOR ENTREPRENEURS AND ASPIRING BUSINESS
FOUNDERS, UNDERSTANDING THE COMPREHENSIVE EVALUATION THAT NETFLIX’S FOUNDERS UNDERTOOK PROVIDES VALUABLE
LESSONS IN HOW TO APPROACH STARTUP DECISIONS WITH CLARITY AND CONFIDENCE.

INTRODUCTION: THE SIGNIFICANCE OF STRATEGIC DECISION-MAKING IN STARTUP FORMATION

STARTING A NEW BUSINESS IS INHERENTLY RISKY, FILLED WITH UNCERTAINTIES ABOUT MARKET DEMAND, COMPETITIVE
LANDSCAPE, TECHNOLOGICAL CAPABILITIES, AND FINANCIAL VIABILITY. BEFORE COMMITTING SUBSTANTIAL RESOURCES,
FOUNDERS MUST PERFORM DILIGENT ASSESSMENTS TO DETERMINE IF THEIR IDEA IS WORTH PURSUING. NETFLIX’S JOURNEY
ILLUSTRATES HOW FOUNDERS NEEDED TO DETERMINE WHETHER THEIR CONCEPT HAD THE POTENTIAL FOR SUCCESS, WHICH
INVOLVED EXAMINING MULTIPLE FACTORS SUCH AS MARKET NEEDS, TECHNOLOGICAL TRENDS, COMPETITIVE POSITIONING, AND
OPERATIONAL CHALLENGES.

THE CoNTEXT oF NETFLIX’S FOUNDING

IN THE EARLY 1990sS, THE HOME ENTERTAINMENT LANDSCAPE WAS DOMINATED BY VHS TAPES AND DVD RENTALS—AN
INDUSTRY CHARACTERIZED BY PHYSICAL DISTRIBUTION CHANNELS, HIGH INVENTORY COSTS, AND LIMITED CONSUMER
CONVENIENCE. REED HASTINGS AND MARC RANDOLPH OBSERVED THE RISING CONSUMER FRUSTRATION WITH LATE FEES, LIMITED
SELECTION, AND THE INCONVENIENCE OF VISITING RENTAL STORES. THEY ENVISIONED A DIFFERENT MODEL: A MAIL-BASED DVD
RENTAL SERVICE THAT COULD LEVERAGE EMERGING DIGITAL TECHNOLOGY.

BUT BEFORE DIVING INTO THIS NEW VENTURE, THE FOUNDERS NEEDED TO ANSWER FUNDAMENTAL QUESTIONS!



- W/ AS THERE A MARKET DEMAND FOR A DVD RENTAL SERVICE?

- CoULD TECHNOLOGY SUPPORT THEIR BUSINESS MODEL?

- How WOULD THEY COMPETE AGAINST EXISTING RENTAL STORES AND EMERGING DIGITAL PLAYERS?
- W AS THE ECONOMIC MODEL SUSTAINABLE AND SCALABLE?

ANSWERING THESE QUESTIONS REQUIRED A SYSTEMATIC EVALUATION—AN APPROACH THAT MANY SUCCESSFUL ENTREPRENEURS
ADOPT BEFORE LAUNCHING.

MARKET OPPORTUNITY ANALYSIS
1. IDENTIFYING CONSUMER NEEDS AND PAIN POINTS

A KEY STEP IN DECIDING WHETHER TO START THEIR BUSINESS WAS UNDERSTANDING THE TARGET CUSTOMERS' UNMET NEEDS. THE
FOUNDERS POSED QUESTIONS SUCH AS:

- ARE CONSUMERS DISSATISFIED WITH CURRENT RENTAL OPTIONS?

- W/ OULD THEY BE WILLING TO SWITCH TO A MAIL-BASED RENTAL SYSTEM?
- W/HAT PRICE POINTS WOULD BE ACCEPTABLE?

2. MARKET Size AND GROWTH POTENTIAL

ASSESSING MARKET SIZE INVOLVED ESTIMATING:

- THE NUMBER OF POTENTIAL CUSTOMERS IN THE US (INITIALLY).

- THE GROWTH RATE OF DVVD AND HOME ENTERTAINMENT ADOPTION.

- CONSUMER TRENDS TOWARD DIGITAL ENTERT AINMENT.

3. CoMPETITIVE LANDSCAPE

AT THE TIME, THE MAIN COMPETITORS WERE TRADITIONAL RENTAL STORES LIKE BLOCKBUSTER, LOCAL VIDEO STORES, AND
EMERGING DIGITAL DOWNLOAD OPTIONS. NETFLIX’S FOUNDERS NEEDED TO ANALYZE:

- THE STRENGTHS AND WEAKNESSES OF EXISTING COMPETITORS.

- THE BARRIERS TO ENTRY FOR NEW PLAYERS.

- POTENTIAL FOR DIFFERENTIATION THROUGH CONVENIENCE, SELECTION, AND PRICING.
4. CONSUMER ADOPTION BARRIERS

(UNDERSTANDING POTENTIAL HURDLES SUCH AS:

- CONSUMER RELUCTANCE TO ADOPT NEW TECHNOLOGY.

- TRUST ISSUES WITH MAILING PHYSICAL DISCS.
- CONCERNS OVER LATE FEES AND RENTAL POLICIES.

TECHNOLOGICAL FEASIBILITY AND INNOVATION

1. E-COMMERCE AND DIGITAL INFRASTRUCTURE

THE FOUNDERS EXAMINED WHETHER EXISTING INTERNET INFRASTRUCTURE COULD SUPPORT A MAIL-ORDER DV D RENTAL SERVICE:
- COULD THEY DEVELOP AN EFFICIENT ONLINE ORDERING SYSTEM?

- W OULD THE LOGISTICS OF MAILING AND RETURNING DVDS BE MANAGEABLE?

- How WOULD INVENTORY MANAGEMENT AND DISTRIBUTION BE OPTIMIZED?

2. INVENTORY AND DISTRIBUTION LoGISTICS



KEY CONSIDERATIONS INCLUDED:

- ESTABLISHING PARTNERSHIPS WITH DV D MANUFACTURERS.
- BUILDING W AREHOUSES AND DISTRIBUTION NETWORKS.

- IMPLEMENTING TRACKING SYSTEMS FOR SHIPMENTS.

3. DIGITAL TECHNOLOGY AND FUTURE TRENDS

\W/HILE INITIALLY FOCUSING ON PHYSICAL DVDs, NETFLIX’S FOUNDERS ALSO CONTEMPLATED THE POTENTIAL FOR DIGITAL
STREAMING, RECOGNIZING THE IMPORTANCE OF TECHNOLOGICAL EVOLUTION IN HOME ENTERTAINMENT.

EcoNoMIC AND FINANCIAL ANALYSIS

1. REVENUE MODEL AND PRICING STRATEGY

THEY EXPLORED:

- SUBSCRIPTION-BASED REVENUE STREAMS VERSUS PAY-PER-RENTAL.
- COMPETITIVE PRICING THAT BALANCED AFFORDABILITY AND PROFITABILITY.
- STRATEGIES FOR CUSTOMER ACQUISITION AND RETENTION.

2. CosT STRUCTURE AND CAPITAL REQUIREMENTS

ASSESSMENT OF COSTS INVOLVED:

- CONTENT LICENSING AND ACQUISITION.

- LOGISTICS, WAREHOUSING, AND SHIPPING.

- TECHNOLOGY DEVELOPMENT AND WEBSITE MANAGEMENT.

- MARKETING AND CUSTOMER SERVICE.

3. BREAK-EVEN ANALYSIS AND SCALABILITY

FORECASTING:

- W/HEN THE BUSINESS WOULD BECOME PROFIT ABLE.

- How QUICKLY CUSTOMER BASE COULD GROW.
- THE INVESTMENT NEEDED TO SCALE OPERATIONS.

STRATEGIC ADVANTAGES AND DIFFERENTIATION

NETFLIX’S FOUNDERS NEEDED TO DETERMINE WHETHER THEIR APPROACH OFFERED SUSTAINABLE COMPETITIVE ADVANTAGES. KEY
FACTORS INCLUDED:

- CONVENIENCE: DELIVERING DVDS To CUSTOMERS’ DOORS.

- SELECTION: OFFERING A BROADER INVENTORY THAN PHYSICAL RENTAL STORES.
- CusToMER DATA: USING ONLINE DATA TO PERSONALIZE RECOMMENDATIONS.

- No LATE FEES: A CLEAR DIFFERENTIATOR FROM TRADITIONAL RENTAL STORES.

THEY ALSO EVALUATED POTENTIAL BARRIERS TO ENTRY FOR COMPETITORS AND THE DEFENSIBILITY OF THEIR BUSINESS MODEL
OVER TIME.

Risks AND CHALLENGES



A THOROUGH DECISION-MAKING PROCESS INVOLVES HONEST ASSESSMENT OF RISKS SUCH AS:

- TECHNOLOGICAL OBSOLESCENCE.

- CONSUMER ACCEPTANCE OF MAILING PHYSICAL MEDIA.
- COMPETITION FROM EMERGING DIGITAL FORMATS.

- CONTENT LICENSING COMPLEXITIES.

- LOGISTICAL CHALLENGES AND COSTS.

BY IDENTIFYING THESE RISKS UPFRONT, THE FOUNDERS COULD DEVELOP STRATEGIES TO MITIGATE THEM.

THE DecisioN: To Proceed or NoT?

AFTER COMPLETING A COMPREHENSIVE EVALUATION OF MARKET DEMAND, TECHNOLOGICAL FEASIBILITY, FINANCIAL VIABILITY,
COMPETITIVE LANDSCAPE, AND RISKS, THE FOUNDERS FACED THEIR CRITICAL DECISION POINT:

- PROCEED WITH LAUNCHING NETFLIX AS A MAIL-BASED DVD RENTAL SERVICE.
- REFINE THE BUSINESS MODEL BASED ON INITIAL INSIGHTS.
- SEEK FUNDING OR PARTNERSHIPS TO SUPPORT GROWTH.
- PIVOT IF NECESSARY TO ADAPT TO MARKET REALITIES.

THEIR DECISION TO MOVE FORWARD WAS ROOTED IN EVIDENCE-BASED ANALYSIS, DEMONSTRATING HOW THOROUGH DUE
DILIGENCE INFORMS SUCCESSFUL STARTUP LAUNCHES.

LESSONS FOR MODERN ENTREPRENEURS
THE NETFLIX CASE OFFERS TIMELESS LESSONS:

- CoNpUCT MARKET RESEARCH: UNDERSTAND CUSTOMER NEEDS AND PREFERENCES.

- AssEss TECHNOLOGICAL CAPABILITIES: ENSURE INFRASTRUCTURE SUPPORTS YOUR BUSINESS MODEL.
- ANALYZE FINANCIALS RIGOROUSLY: MODEL COSTS, REVENUE, AND PROFITABILITY.

- IDENTIFY COMPETITIVE ADVANTAGES: DIFFERENTIATE EARLY AND BUILD BARRIERS TO ENTRY.

- EVALUATE RiSks HONESTLY: PREPARE MITIGATION STRATEGIES.

- BE WILLING TO PIvoT: USE DATA AND INSIGHTS TO ADAPT YOUR APPROACH.

ConcLusIoN: THE Power oF DUE DILIGENCE IN BUSINESS STARTUPS

DECIDING WHETHER TO EMBARK ON A NEW BUSINESS JOURNEY IS A COMPLEX PROCESS THAT REQUIRES CAREFUL ANALYSIS AND
STRATEGIC THINKING. THE FOUNDERS OF NETFLIX EXEMPLIFIED THIS APPROACH BY CRITICALLY EVALUATING MARKET
OPPORTUNITIES, TECHNOLOGICAL READINESS, AND FINANCIAL VIABILITY BEFORE LAUNCHING THEIR SERVICE. THEIR SUCCESS
UNDERSCORES THE IMPORTANCE OF THOROUGH DUE DILIGENCE IN STARTUP DECISION-MAKING—™AN APPROACH THAT REMAINS AS
RELEVANT TODAY AS IT WAS IN NETFLIX’S EARLY DAYS. ENTREPRENEURS WHO TAKE THE TIME TO DETERMINE IF THERE ARE
SUFFICIENT OPPORTUNITIES AND STRATEGIC ADVANTAGES ARE MORE LIKELY TO BUILD RESILIENT, SCALABLE, AND SUCCESSFUL
BUSINESSES.
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