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Abstract: As the global leader in online video streaming, Netflix has successfully defined the
direction of the industry . It has also built a strong brand presence and market position through
continued investment in original content and technological innovation, as well as an
aggressive international expansion strategy. However, Netflix is also facing new challenges
and opportunities as competition in the industry intensifies, subscriber growth slows and the
cost of content continues to rise. In the face of this challenge, Netflix’s forward-looking
strategy should focus on strengthening its investment in the international market, especially
increasing the creation of and investment in localized content to meet the diversified needs
of viewers in different regions and improve its competitiveness in the global market. Netflix
also needs to consider diversifying its revenue streams, for example, by introducing a
subscription service model with advertisements to attract a wider user base at a lower price
than the standard subscription fee, while providing a highly customized marketing platform
for brands and advertisers. Meanwhile, strengthening partnerships with local creators and
production companies will enrich the content library and enable it to better grasp the trends
and preferences of the local market and accelerate the market response of its content.
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1. Introduction

Founded in 1997, Netflix began as a DVD rental service and grew rapidly with its innovative business
model. 2007 saw the launch of Netflix’s streaming service, which revolutionized the world’s movie-
going habits and the entertainment industry. With the development of technology and the
popularization of the Internet, Netflix has successfully transformed from a DVD rental service
provider into the world’s leading online video streaming platform, offering a wide range of movies,
TV series, documentaries, anime, and Netflix original series [1]. Judging from the company’s history,
Netflix’s success lies not only in its vast library of content but also in the sophistication of its
recommendation algorithms, which are capable of recommending personalized content based on a
user’s viewing history and preferences, greatly enhancing the user experience.

Netflix’s main product is its subscription-based video streaming service. With no advertising
interruptions, users can pay a monthly subscription fee for unlimited access to all video content on
the Netflix platform. Netflix offers a variety of subscription packages to meet the needs of different
users, including different clarity options and the ability to watch on multiple devices simultaneously.
In addition to a wealth of third-party content, Netflix has invested heavily in original content, such as
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the production of critically acclaimed series such as House of Cards, Stranger Things, and The Crown.
These original productions have become one of Netflix’s key competitive advantages.

2.  Current strategies

Netflix’s current strategy is centered on several key areas, including originality and diversity of
content, international expansion, technological innovation, and user experience enhancement.

In terms of its content strategy, Netflix continues to invest in original content with the aim of
creating distinctive, high-quality movies and television programs to attract and retain subscribers and
has successfully launched a number of popular original series and movies [2]. And they have won the
hearts of viewers and brought significant branding and market influence to Netflix. At the same time,
Netflix also actively purchases and licenses third-party premium content to enrich its content library
and meet the needs of different user groups.

Netflix’s international expansion strategy is another key driver of its business growth. With the
global popularization of the Internet and the widespread use of mobile devices, Netflix has seized
huge opportunities in the international market. The company has not only launched its services in
several countries and regions but has also worked to increase localized content in each region to
attract more international subscribers. By collaborating with local creators to produce original content
that matches the culture and characteristics of each region, Netflix has gradually built up a strong core
competitive advantage in the global market.

In terms of technological innovation, Netflix utilizes advanced data analytics and algorithmic
technologies to continuously improve its content recommendation system and enhance users’ viewing
experience [3]. Enhancing user experience has always been the core of Netflix’s global strategy. In
addition to continuously optimizing its recommendation algorithms and user interface, Netflix has
implemented various user-friendly features on its platform, such as ad-free playback, unsubscribing
at any time, and multi-device support, to ensure that users can enjoy a convenient and personalized
viewing experience. Overall, Netflix’s current strategy is to solidify and expand its leading position
in the global streaming service market by strengthening the production of original content, expanding
into international markets, leveraging technological innovations, and optimizing the user experience.

3. Reasons for dominant in the future

A more in-depth data analysis of Netflix’s future growth and competitive position can be conducted
in the following areas to provide a more complete understanding of its financial health and market
competitiveness.

In terms of subscriber growth versus revenue growth, Netflix’s global paid membership grew by
12.8% in 2023, adding 29.53 million new paying subscribers and driving full-year revenue growth to
$33.72 billion, a growth rate of 6.7%. This growth rate versus the subscriber growth rate shows
relatively modest revenue growth despite strong subscriber growth, suggesting a decline in ARPU or
a source of growth primarily from low ARPU markets [4]. Subscribers grew by 13.12 million YoY
in the fourth quarter, while net profit for the same period declined by 44.1% from the third quarter.
This profit decline likely reflects increased seasonal marketing spending and higher new subscriber
attraction costs.

Global average revenue per paid streaming member was $43.45, down 0.87% year-on-year,
primarily driven by a 10.1% decline in revenue per subscriber in Asia Pacific. This suggests that
while the Asia-Pacific market has contributed significantly to subscriber growth, revenue growth has
failed to keep pace, requiring Netflix to look for strategies to increase ARPU in these regions.
Revenue per paying subscriber in the U.S. and Canada was higher at $16.28 than in other regions,
showing the higher quality of subscribers in mature markets[5]. In contrast, revenue per subscriber in

157



Proceedings of ICMRED 2025 Symposium: Earnings Manipulation by Zombie Firms
DOI: 10.54254/2754-1169/157/2025.AB23064

Asia-Pacific was only $7.64, highlighting the challenge of adding value to subscribers in emerging
markets.

Marketing expenses reached $916.62 million in the fourth quarter of 2023, up 64.1% sequentially.
This shows that Netflix is not shy about increasing its marketing spend to attract new subscribers and
maintain market share, but it also increases pressure on margins. Netflix's content costs continue to
climb, which is its largest expense item. Market share comparisons with key competitors such as
Disney+ and Amazon Prime Video can reveal Netflix's competitive position in different regions and
among different subscriber segments [6]. The rapid growth of Disney+ and Amazon Prime Video in
certain markets could put pressure on Netflix, especially in high-value, established markets.
Comparing Netflix’s ARPU with that of its competitors provides insight into different companies’
pricing strategies and subscriber quality. For example, Disney+ may have a higher ARPU in certain
markets due to its brand and IP strength.

The evolution of the commercialization model is tied to the company’s success. Netflix's heavy
investment in original content has created a unique competitive advantage. Original series and movies
attract a large number of subscribers, increase user stickiness, and are more cost-effective in terms of
content costs over time [7]. This is because they provide ongoing value to Netflix rather than a one-
time payment for a license. Meanwhile, Netflix uses big data and algorithms to optimize its content
recommendation system, improving user satisfaction and increasing viewing time. Technological
innovations not only enhance the user experience but also increase operational efficiency and market
competitiveness.

4. Conclusion

As Netflix continues its streaming leadership, it will need to adopt innovative and forward-thinking
strategies to ensure its long-term success in the face of increasingly competitive markets and changing
consumer demands.

Further strengthening its localization strategy in global markets is critical for Netflix. While
Netflix has already achieved success in a number of international markets, digging deeper into local
cultures and creating more regional content will be key to attracting and retaining international
subscribers. Netflix could consider building closer partnerships with local content creators and
production companies to develop original productions reflecting local cultural characteristics and
viewer interests, thereby increasing its global appeal and competitiveness [8].

To cope with the rising cost of content and intensified competition in the market, Netflix needs to
explore new profit models. In addition to its existing subscription model, Netflix could try to
introduce ad-supported free or low-priced subscription tiers to attract potential subscribers who are
sensitive to existing subscription costs. In addition, Netflix could consider developing new business
lines such as virtual reality content, game streaming services, or sales of peripheral products related
to its content to open up new revenue streams [9]. While technological innovation is another major
core for Netflix to maintain competitive edge. Thus, Netflix should continue to invest in cutting-edge
technologies such as artificial intelligence, machine learning as well as data analytics to further
optimize its content recommendation algorithms and improve operational efficiency.
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