Disney’s War with Netflix
Once upon a time, many years ago, there was a magic kingdom, a land so beautiful, it was as if it had come from a fairy tale, with princesses in distress and knights on white horses. The kingdom was called Disney, and it grew and flourished and its wealth was known far and wide (at its peak value it reached 200 billion dollars).
Alongside the kingdom there was a small Indian tribe that lived in an area of miry swamps, whose brave warriors would ride on wild horses. Relations between the small tribe and the enormous kingdom were good, marked by fruitful business relations, neighborly cordiality and cooperation.
One day, a new and aggressive tribe leader was appointed, who wanted to conquer and plunder the rich kingdom. Riding on the dark Internet horse, he and his army attacked the pastoral kingdom. The day that the war broke out the entire world held its breath; everyone understood that this is a symbolic war between an ancient kingdom and a new one.
The First Act: Life is Disneyworld
The Disney empire was established by Walt in 1924, with an animated mouse by the name of Mortimer, which quickly became Mickey. It flourished and became a media corporation (one of the two largest in the world), including much more than just animated films – Disney is the owner of Marvel (Spiderman, Captain America, Iron Man), the Star Wars films, the ESPN Sports Channel, Channel ABC (Gray’s Anatomy, for example) and Pixar (Toy Story, It’s all in Your Head). As of today, Disney, which is successfully managed by Bob Iger, controls an enormous, infinitely large and inconceivable universe of content, broadcast on all possible platforms: cinemas, cable companies, amusement parks and as merchandise.
Second Act: And then Came Netflix
But just then, when all was Disneyworld, along came Netflix and riding on an Internet wave, it attacked the streaming field (and actually invented it). It brought us binge culture and released entire series at once instead of releasing episodes one-at-a-time, thus creating the wild talk about its content brands.
Netflix is built on the basis of advanced Internet concepts; just like Google and Amazon, it sees itself first and foremost as a platform and data company. As with all platforms, at first it only focused on distribution and the users themselves, while the content was produced for it by companies with which it cooperated, like Disney, for example.
But the “food” created an appetite, and after the value of the company’s stock jumped by a factor of 13 (!) during the past five years and the number of paying subscribers reached 100 million, Netflix understood that in order to continue growing, it had to control the entire chain of value. So instead of being satisfied with just the second half (distribution) it decided to do the first half as well – production.
Netflix decided to produce content on its own, and although this was a new capability for Netflix, it very quickly learned the trick and successfully produced House of Cards, Stranger Things, Orange is the New Black, The Crown and others. Suddenly it had become a producer of original and good content, no more a distribution machine, but a story-telling machine that swept 91 Emmys.
Third Act: The Force Awakens
Disney understood that a monster was growing right under its nose, developing capability similar to its own, and that the time had come to end the “frenemies” relationship.
When Bob Iger announced last August that Disney would pull its contents out of Netflix, it was a declaration of war. Just like the name of one of the Star Wars films released by Disney, it was clear that “the Force awakens”. The climax occurred just last week, when Disney dropped another bomb –this time, a nuclear one – and announced that it was acquiring Fox for 52 billion dollars, together with a huge basket of multi-power content assets such as The Simpsons, Avatar, X-Men, National Geographic and others.
The holy grail is that within the framework of the business, Disney becomes the controlling shareholder of Hulu, the streaming platform competing with Netflix. Although it has fewer subscribers than Netflix (16 million compared with 100 million), still –Disney now has full ownership of an advanced digital distribution channel, enabling direct contact with the consumer, the ability to collect data and an organizational culture that is suitable for this. In short, Disney has awakened and is attempting to “do” Netflix.
On the other side, Netflix is trying to “do” Disney – to leave the digital world and become a creator of content and experiences in the physical world as well. This coming year it will invest 8 billion dollars to produce content for its various original series, simultaneously establishing a merchandise department that has already begun to develop interesting collaborations, such as that with the Topshop chain, which created the Stranger Things shirt collection.
The Fourth Act: The Great War
What is sure is that today, Netflix is leading the discourse, with several intriguing and exciting series, which are successful particularly among millennials – the most trending audience today and the key audience of tomorrow. Millennials need exactly the content that Netflix builds for them.
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There are cases where the traditional industries have awakened too late (newspapers versus Google) but there are other instances, such as the case with Disney, where it can still seriously fight back.
Final Act: The Outcome
Who will win, Disney or Netflix? It is difficult to predict, but it seems to me that what will determine it in the end is organizational culture, and that is what will make the difference. We have seen in the past many big strategic acquisitions and decisions that seem to be good on paper and were supposed to bring about true advancement for both sides, but failed in implementation because the company’s spirit was stronger than everything (as they say – organizational culture eats strategy for breakfast). The great question at the moment is which company will be preferred by future talents entering the labor market.
On the other hand, Disney can win if it unifies all of its powers into a single value proposition: We can picture a “Disney Prime” (similar to Amazon Prime), which, for a monthly payment of $9.99, would give access to streaming broadcasts, cinema and even a yearly entry to one of its 12 physical parks located throughout the world.
On the other hand, Netflix only continues to grow and its organizational culture, as established by Reed Hastings, the founder, is very similar to that of Facebook and Amazon. It is based on excellence and innovation – it is a company that knows how to win, and it can more easily attract talent, creative engineers and innovative product people.
If I had to bet, I would expect, paradoxically, both of the companies to continue growing in parallel and to become increasingly similar. It could be that in the end, customers will subscribe to both of them, and they will make their own bundle. It seems to me that the one who will be hurt, ironically, is Comcast, the largest cable company in the United States, whose lunch will be eaten by both the old and the new kingdoms.
What we can learn from all of this is that the era of traditional companies from Venus and digital companies from Mars is over. They have all recovered from their shock and are trying to do the same thing: to become companies that attempt to control the entire value chain, from production to digital and direct distribution, and especially, to keep their connection with the end consumer.
Meanwhile, I wish you a weekend of binging at home with The Crown (the story of the Queen of England) or with Star Wars: Return of the Jedi, at the cinema. Whoever wins, at least when they fight, we reap the benefit.
Shabbat shalom,
Gefen








