The Entertainment Space and
the Rise of Netflix




Clusters of Entertainment Space

Books
Live plays, concerts, sports
Newspapers
Education (selected offerings)?
Movie theatres (silent => sound => HD => luxury)
Radio
TV
— 3 NW’s
— Indies, UHF
Cable
— Gapfilling
— Higher quality picture
— Channel explosion/bundling
VCRs then DVDs for movies (requires players)

— Buy/rent
— Automatic mail (NFLX)

Streaming (NFLX, Hulu, AMZ)

— HDTV
— UHDTV



Structure of Value Propositions

Books/concerts/plays - Pay
Newspapers — Pay + Ads
Education (?) — Free => pay
Movie theatres — Pay (recently + some ads)
Radio - Free + Ads
TV (“linear programming”)
— 3 NW’s —Free + Ads
— Indies, UHF — Free + Ads
Cable
— Gapfilling — Pay (+ Ads on TV programs)
— Higher quality picture
— Channel explosion (Pay for bundles)
VCRs/DVDs for movies (requires players)

— Buy/rent, delayed release- Pay at store, less than movies; watch at home; late penalties
— Automatic mail (NFLX) — Fixed monthly fee; better selection (but slower response); no penalties

Streaming (NFLX, Hulu, AMZ, Verizon/Fios)

— Pay by unit or monthly; near instant play
— Huge selection; no ads; permits bingeing



End-User Space Info/Entertainment Time

* Books

e Concerts

e Plays

e Movie theatres
e News

e Video series

e Films

e Specials

e Sports
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Circa 1900 to early 40’s

¢ Feature films, viewed
in theatres

Film
License

Holders " o First silent

Theatre
owners

e Talkies in 1927
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1940’s to 60’s
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o Feature films

e Feature films
with delayed
releases



1960’s
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o Feature films

e Feature films
with delayed
releases



1960’s to 70’s
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. ® Feature films

e Feature films
with delayed
releases

. ® Feature films,

delayed by
months or years
e Recordings
rented or bought



1985 to 90’s

Film
License
Holders

Theatre
owners

TV
Networks/
Stations

Block
buster

v

Taped
Producers

VCR
Retailers
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o Feature films

e Feature films
with delayed
releases

e Feature films,
delayed by
months or years
eRecordings
rented or bought



1995
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. ® Feature films

e Feature films
with delayed
releases

e Feature films,
delayed by
months or years
eRecordings
rented or bought



1995 to early 2000’s

Film
License
Holders

Theatre
owners

TV
Networks/
Stations

Block
buster

Tape/DVD
Producers

VCR/DVD
Retailers
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o Feature films

e Feature films
with delayed
releases

e Feature films, delayed
by months or years
e Recordings rented or

~ bought

* Plus, easier to store,
more capacity, higher
resolution



1995 to early 2000’s

.
.
.
.
.
.

e Time/travel to
................ go to retail store

. - e Fees for late
.
Cos -

TV
Networks/
Stations
Block
buster
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1997 to 2000’s

Film

License
Holders

Block
buster

VCR Player

Tape/DVD
Producers

* Fees for late
returns

e Time/travel to
go to retail store

VCR/DVD
Retailers

DVD Player

DVD
Packager

e All the videos
you want (1-8 at
a time)

" e Refreshed with
new ones after
returns
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fee (S8 to S15);

free first month

Post Office

Netflix




1997 to 2000’s

Film

License
Holders

Block ¢ Fees for late
buster

- returns
e Time/travel to
go to retail store

VCR Player

Tape/DVD
Producers

VCR/DVD .
Retailers ot . .
et e All the videos
\ DVD Player you want (1-8 at
Owne a time) ordered
p e _oninternet
ackager / /L 7 L. .
Y AR e Refreshed with
us new ones after
Post Office 3 e Waiting time returns

. between return e Fixed monthly
"+, and receipt of fee (S8 to $15),

. ~ new product free first month
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Netflix




Early 2000’s

Film

License
Holders

DVD Player

DVD
Packager

us

Post Office -~ e \Waiting time
between return

"+, and receipt of

Netflix

new product
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Block
buster
Tape/DVD VCR Elayér [ o ® o
Producers .
VCR/DVD T
Retailers a8

e Fees for late

- returns

e Time/travel to
go to retail store

e All the videos
you want (1-8 at
a time) ordered

on internet
e Refreshed with

new ones after

returns

e Fixed monthly
fee (S8 to S15),

free first month



Film

License
Holders

Tape/DVD
Producers

DVD

Netflix

Packager

2005 to 2010

BloCk
pUuster

VCR/DVD
Retailers

us

Post Office

.
. o B
L .
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.

e Fees for late

- returns

VCR Player | .

DVD Player

e Waiting time
between return

"+, and receipt of

new product
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e Time/travel to
go to retail store

e All the videos
you want (1-8 at
a time) ordered

on internet
e Refreshed with

new ones after

returns

e Fixed monthly
fee (S8 to S15),

free first month



2005 to 2010

Film

License
Holders

BloCk
lesth

Tape/DVD
Producers

e All the videos
you want (1-8 at
a time) ordered
on internet

e Refreshed with

new ones after
e Waiting time returns

between return e Fixed monthly

"+, and receipt of fee (S8 to S15),

. ~ new product free first month
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DVD Player

DVD
Packager

us
Post Office

Netflix




2005 to 2010

Film
License
Holders

Tape/DVD
Producers

VCR
Retailers

DVD Player

DVD
Packager

us
Post Office

Netflix
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¢ \Waiting time
~ between return
"+, and receipt of
new product

e All the videos
you want (1-8 at
a time) ordered

on internet
e Refreshed with

new ones after

returns

e Fixed monthly
fee (S8 to S15),

free first month



e No more
2005 to 2010 . waiting time
** e Bingeingis a
new end-user
value

Film
License
Holders

Tape/DVD
Producers

VCR
Retailers

e All the videos
you want (1-8 at
a time) ordered
.. oninternet
............ e Refreshed with

new ones after
¢ Waiting time returns

. betweenreturn e Fixed monthly
"+, and receipt of fee (S8 to $15),

| ~ new product free first month
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DVD Player

DVD
Packager

us
Post Office

Netflix




2010 to 2016

Film
License
Holders

Tape/DVD
Producers

usS
Post Office

Netflix
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2010 to 2016

Film

License
Holders

Ry E ‘ Laptop \

Producers/
Directors

Tape/DVD

» Producers
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o d VCR
Y Retailers
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@ . DVD Player
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o
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Netflix
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TV




2010 to 2016

Film

License
Holders

Ry E ‘ Laptop \

h VCR
Retailers

Producers/
Directors

Tape/DVD
Producers

. DVD Player

usS
Post Office

Netflix
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TV




2010 to 2016

HBO

Film

License
Holders

Producers/

Directors

Tape/DVD
Producers

A h VCR
. . Retailers

AMZ . ¢

Packager

" usS
. Post Office

Netflix
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DVD Player

TV
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2017+ CLUSTERS

HBO

Film
License

Holders

Producers/
Directors

AMZ

Netflix
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