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Abstract: By harnessing the digital revolution and astute market analysis, Netflix has become 

the dominant player in the streaming market, and is also already become one of the most 

influential streamers in the world. In 2019, the Covid-19 has had a major impact on all walks 

of life around the world, bringing greater pressure to the global economy, and the network 

economy has also been affected to a certain extent, which has prompted enterprises around 

the world to accelerate the adaptation and innovation of the new situation, and Netflix, as the 

pioneer of the streaming media industry, is no exception. This article will give you a better 

understanding of how Netflix has succeeded, why it has become a pioneer in the streaming 

industry, and how it has endured despite such fierce competition and the baptism of the 

pandemic. This paper is an analytical article, taking Netflix as the research object and 

combining it with the novel coronavirus epidemic, to study the impact of the epidemic 

seriously and deeply on Netflix, analyze the competitive market and business model of its 

industry, and Netflix's competitive strategy and revenue model when the epidemic occurs. 

The study includes a market overview, a examination of Netflix's business model, competitor 

analysis, and a proposed future strategies. The report aims to analyze Netflix's performance 

and adaptation in the ever-changing streaming landscape influenced by the pandemic. 

Keywords: Competitive advantage, Competitive Strategy, Netflix, Subscription Video on 

Demand, Covid-19 

1. Introduction 

Netflix is a subscription streaming media platform based in Los Gatu, California, United States. 

Founded in 1997, it was once an online DVD and Blu-ray rental provider that allowed users to rent 

and return physical discs of Netflix's vast inventory of movies via free Courier envelopes. Netflix has 

revolutionized the entertainment industry. With its extensive collection of movies and television 

shows available for streaming at a monthly subscription fee, Netflix has successfully capitalized on 

the digital revolution. The company's astute analysis of market trends and consumer preferences has 
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helped establish it as a dominant player in the streaming market. The epidemic at the end of 2019 had 

a great impact on all walks of life around the world, with some companies facing bankruptcy, some 

companies making a lot of money because of the epidemic, and some companies actively seeking 

change and innovation. Overall, the COVID-19 pandemic has brought changes to many industries 

and companies, and Netflix is not an exception. This paper is to study the competition situation of 

Netflix before and after the epidemic era, including the change of data before and after the epidemic, 

relevant industry analysis and how to break the game. This paper includes market overview, analysis 

of Netflix ‘s business model, the competitor analysis and the future strategies. 

2. Market Overview 

2.1. Reviews of industry and market 

Netflix operates in the entertainment industry, specifically the streaming media and video-on-demand 

sector. Entertainment is defined as an action that holds the attention of an audience and brings pleasure 

[1], Movies is one form of entertainment. Given the widespread of internet, video streaming platforms 

have become a part of people's lives. In the 21st century, individuals are confronted with various 

pressures in their daily lives. As a result, streaming media services have emerged as a popular means 

of relaxation and stress relief for many people. Consequently, the video streaming market is 

experiencing rapid expansion, especially during the period of COVID-19.  During the epidemic, due 

to lockdowns and other restrictions of offline activities, people switched to a different mode of 

entertainment (i.e. from cinema to streaming platforms). Sihombing et al. (2022) observed a shift 

from conventional threatres to online platforms (e.g. Netflix) in Indonesia during epidemic [2]. Apart 

from Indonesia's situation, globally, there was a 72% decrease in the number of audience in public 

spaces since the epidemic (i.e. which was likely shift to private online mode), and this trend was 

expected to continue [3]. Therefore, the streaming market has burst into new vitality during epidemic.   

In addition, the video streaming market is rapidly expanding because of the innovation and 

marketing strategies. The video streaming market has witnessed notable advancements with the 

introduction of artificial intelligence (AI) and blockchain technology. An instance of this occurred in 

2016 when Netflix leveraged AI technology to provide a "superior personalized" service to its 

subscribed customers. As one of Netflix's signature competitiveness, this key technology is getting 

better and better with every iteration. For years, the main goal of Netflix's personalized 

recommendation system has been to deliver the right movies to members at the right time. To achieve 

this goal, Netflix has truly integrated personalization into AI technology, through massive data 

collected from users, Netflix feeds into sophisticated machine learning models that analyze patterns 

and correlations to generate truly personalized recommendations [4]. By employing an AI-

empowered system, Netflix successfully delivered customized recommendations for shows, films, 

and programs through the utilization of machine learning techniques. What’s more, the skyrocketing 

popularity of social media platforms provide chance for branding and marketing, which might 

stimulate a further market expansion. According to the report, the global video streaming market size 

was valued at USD 89.03 billion in 2022 [5]. Even after the end of the pandemic in 2023, the 

streaming market still has a strong expanding power, which was projected to experience a compound 

annual growth rate (CAGR) of 21.5% from 2023 to 2030 in the North America video streaming 

market, as shown in Figure 1. A similar growth tendency was predicted in the global video streaming 

market after 2023, as shown in Figure 2. 
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Figure 1: The Market Size of North America Video Streaming Industry. Resource: 

fortunebusinessinsights.com. 

 

Figure 2: The Market Size of Global Video Steaming Industry (Unit in USD Billion). Resource: 

micro.medium.com. 

2.2. Users on video streaming industry 

With over 90 million members in more than 130 countries, Netflix has proven itself to be a leader in 

the global Internet TV industry [6]. As for the customer segmentation in the video streaming market, 

the customer preferences mainly differed in gender, age, and nationality. The data from Similarweb 

showed that more men than women used the streaming entertainment in 2021, of which 58% were 

man and 42% were women. In terms of age distribution, about 57% of the streaming entertainment 

users are under the age of 35. In addition, the largest user number of streaming services was clustered 

in the United States, which takes up 20.2%, five times more than that in Russia, Japan, Brazil, and 

the UK. Meanwhile, 70 percent of stream service users in the United States, including TV, movies, 

and streaming websites, are between the ages of 18 and 44 [7, 8]. 
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3. Analysis of Business Model 

3.1. The Overview of Business Strategies 

3.1.1. Key Partners 

Netflix main partners are distributed in hardware, software, and market cooperation, aiming to 

strengthen connection and development. Netflix already has about 35 partners in their business stream 

in 2023, to offer millions of types of options for subscribers, who can choose from a wide variety of 

content they want [9]. To deliver engaging and interesting content to customers, Netflix has secured 

partnerships with content production companies and studios. 

About hardware, Netflix has successfully built relationships with smart TV companies such as 

SONY and LG, optimize hardware performance to accommodate Netflix's 4K and HDR support, 

ensuring continued technical collaboration and joint marketing, targets to exchange a higher market 

position and share for both parties. 

At the same time, Netflix also takes a serious look at the gaming market, for console games to play. 

What 's more, Netflix has also managed to forge alliances with PlayStation, X-Box, and many others 

in the gaming industry [10]. It has established a partnership with the gaming industry to provide all 

gamers with meticulously modulated local viewing experience. ion, Netflix has also formed 

partnerships with telecommunication companies to expand streaming services through bundle sales. 

This advanced streaming platform successfully offers its services through more than a dozen different 

operators worldwide, many excellent service providers like AT&T and T-Mobile among them.  

Netflix even announced a partnership with General Motors in which the automaker's electric 

vehicles will appear in new shows and TV series. More notably, Netflix has also entered a formal 

partnership with the Tourism Authority of Thailand (TAT) to promote tourism and culture in Thailand, 

and Bangkok will be the first featured destination in Netflix's new documentary series [11]. 

3.1.2. Key Activities 

The activity system enables the firm, in concert with its partners, to create value and also to 

appropriate a share of that value [12]. Netflix focuses on its own global goals and diversified 

development, Netflix ‘s business segments are domestic streaming, international streaming and 

domestic DVD. It aims to provide the most appropriate content for users in different countries and 

cultures. The main activities of Netflix involve content acquisition, content creation, marketing, data 

analytics, technology development, and maintenance of its platform [10]. 

Netflix cares so much about the using experience that it employs software and technology geeks 

dedicated to providing customers with the best possible service. Netflix has been trying to expand 

and enrich its platform, so it has been improving its mobile app, website, and TV app. Besides, Netflix 

has developed a subscriber friendly subscription model and pricing strategy as well as great user 

recommendations to attract new customers and keep old ones happy. The principle of activity that 

Netflix follows has made it a huge success in the market.  

3.1.3. Key Resources 

One of Netflix's key resources is big data and efficient algorithms. Netflix uses selection preferences 

and AI-based algorithms to provide the best experience for users. It will also collect data from user 

searches to form a database, and more accurately recommend video content that customers may be 

interested in, thus forming an efficient circular chain from supply to demand and back to supply. 

One key aspect of Netflix's business model is its focus on content creation and acquisition. By 

investing heavily in original programming, the company has been able to differentiate itself from its 
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competitors and attract a loyal customer base. This strategy has paid off with critically acclaimed 

shows like Stranger Things and Narcos, which have garnered a dedicated following and increased 

subscriber number. 

In addition, Netflix also invests billions of dollars annually in content creation, including original 

programming and content acquisition, which further enhances the user experience. From the Q1 

earning report in 2021, Netflix disclosure a $17 billion investment on content [13]. 

3.1.4. Value Propositions 

There are 9 traits it put into its Valued Behaviors part: Judgment, Selflessness, Courage, 

Communication, Inclusion, Integrity, Passion, Innovation and Curiosity [14]. They look for 

employees who can make wise decisions, be open to the boundless world with their curiosity and 

have sympathy to the society [15]. The value proposition specifies what is offered (the product or 

service) and at what price (the pricing model). It must be both sustainable for the firm and suitable to 

the market [16]. 

3.1.5. Customer Relationship 

CRM is a tool and strategy for managing customers’ interaction using technology to automate 

business processes. CRM consists of sales, marketing, and customer service activities [17]. Customer 

relationship management is critical to a company because no one can make profits if you don’t have 

anyone to purchase your products. Netflix's algorithm-based recommendation system enhances the 

user experience by providing personalized content suggestions. By analyzing user behavior and 

viewing patterns, Netflix can offer curated content that aligns with individual preferences, keeping 

users engaged and increasing their satisfaction. This customization is a significant factor in Netflix's 

ability to retain customers and foster long-term relationships. Netflix has a massive library of TV 

shows and movies which can keep you are interested and hooked. It provides with customers with 

multiple choices [18]. 

Netflix does not use any third-party CRM software; but an in-house system to collect its customer 

data and information. It adopts IDIC model to better manage its customer relationship. IDIC stands 

for identification, differentiation, interaction, and customizations. In short, Netflix understands your 

needs, and once you create your account, Netflix begins to collect your personal preferences to 

recommend relevant content to you, and then achieve a differentiated effect by combining original 

content, exclusive programming, and user-friendly features, and then recommend content to you 

through its recommendation algorithm to achieve interactive results. It takes personalization to a 

whole new level with its customization capabilities.  

Finally, Netflix also implemented the membership system, and achieved remarkable results. The 

member economy, which is further developed from the membership system, is an important 

cornerstone business model. The core of the membership economy is to focus on continuous, cohesive 

relationships rather than one-time sales; to help businesses build user loyalty and ultimately 

breakthrough growth by leasing or providing access rather than just 'ownership'. This unique 

subscription approach makes it easier for subscribers to choose the subscription plan that best suits 

their needs, giving subscribers a comfortable consumer experience.  

3.1.6. Channels 

Netflix's primary channel is its online streaming platform, which can be accessed through smart TVS, 

game consoles, computers, tablets, and smartphones. Netflix has a variety of channels through which 

subscribers can subscribe. For example, users can use Netflix's software or website. Besides, people 

can use streaming on TV apps and gaming consoles and mail delivery for DVDs [9].  
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3.2. Cost Structure  

3.2.1. Cost of content  

With more than 250 million combined subscribers, Netflix and Amazon are major new players in the 

global mediascape. In 2017, Netflix spent $7 billion and $4.5 billion on video content [19]. Netflix 

invests heavily in purchasing and producing original content, including television shows, movies, 

documentaries, and other programming. This includes the cost of licensing third-party content and 

the cost of producing its own original content. As shown in Figure 3, the annual cash spent on original 

content was increasing every year from 2012 to 2020, which means Netflix was caring more and more 

about the original content. 

3.2.2. Technology and Development 

Netflix incurs costs associated with the development, enhancement, and maintenance of its streaming 

platform, including costs associated with software development, infrastructure, and cloud computing 

services. 

3.2.3. Marketing and Advertising 

Netflix spends a significant portion of its budget on marketing and advertising campaigns to promote 

its content and attract new subscribers. This includes digital marketing campaigns, partnerships, and 

advertising placements. 

3.2.4. Administrative and general costs 

These costs include various administrative functions such as executive salaries, employee benefits, 

legal fees, and other general operating expenses. 

3.2.5. Customer Acquisition 

Netflix invests in customer acquisition activities, including free trial offers, promotions, and customer 

support services, designed to attract new subscribers and retain existing subscribers. Content licenses 

are for a fixed fee and a specific availability window. Certain content licensing and content production 

payment terms require more upfront cash than amortization expense. Content payments, which 

include additions to streaming assets and changes in related liabilities, are classified in the 

consolidated statement of cash flows as "net cash used from operating activities." In addition, there 

are the costs of producing movies, TV series, marketing, maintaining, and monitoring the platform, 

utilizing big data, employee salaries, ESG, etc. 
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Figure 3: Netflix Annual Cash Spent on Original Content (Unit in USD Billion). Source: 

williamblair.com 

3.3. Revenue Streams 

Netflix generates revenue primarily through the following channels: 

3.3.1. Subscription Fees 

Beginning in 2007, Netflix began offering existing mail rental subscribers the opportunity to view a 

limited number of movies through internet streaming and no additional fee. This “free streaming” 

continued until mid-2011 when Netflix announced a split to their business with separate monthly fees 

(and separate websites and names) for streaming and mail disk subscriptions [20]. Most of the 

Netflix's revenue comes from subscription fees paid by users. Users pay a monthly or annual fee to 

access streaming content on the Netflix platform, and Netflix offers a variety of subscription plans 

with different features and price tiers to meet the needs of different customer segments. 

3.3.2. International Streaming 

Netflix operates in multiple countries around the world and generates revenue from international 

markets through its streaming services. Subscribers outside of the United States generate revenue for 

the Company through subscription fees. 

3.3.3. DVD and Blu-ray Disc Rentals 

Although this revenue source has declined in importance over time, Netflix originally started as a 

mail-in DVD rental service. Customers could rent DVDs or Blu-rays and have them delivered to their 

door. While the focus has shifted to streaming, Netflix still offers DVD and Blu-ray disc rentals as a 

separate subscription service. As shown in the Figure 4, the revenue from DVD was decreasing while 
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the revenue from streaming was increasing steadily. It shows us the reason why Netflix implement 

such strategy. 

3.3.4. Licensing and Distribution 

Netflix licenses its original content and acquires the rights to third-party movies, television shows 

and other programming. The Company earns revenue by licensing this content to other streaming 

platforms, traditional broadcasters, and cable networks. In addition, Netflix distributes its content 

through the sale of DVDs and Blu-rays and through licenses to airlines and hotels. 

3.3.5. Merchandise and Product Sales 

Netflix generates revenue from the sale of merchandise related to its popular shows and movies. This 

includes apparel, accessories, collectibles, and other branded merchandise. The company also sells 

related products such as DVDs and Blu-ray Discs through its online store. 

 

Figure 4: Netflix Revenue Breakdown from 2017 to 2022 (Unit in Percentage). Source: 

fourweekmba.com. 

4. The Competitor Analysis 

4.1. Main Player  

Even though Netflix is one of the most popular streaming video subscription platforms in the world 

recently, it’s counter-parties are also considered to be very competitive.As Netflix’s direct 

competitors, Disney+ has Strong brand recognition; Amazon Prime provides convenient offline video 

options; HBO Max contains many popular and classic films; Hulu has access to FX’s original Channel 

content and so on [21]. When each one has its own merits, who’s going to be the most popular in 

2023? The data will perform the answer intuitively. For 2023's Q2 data, Disney+ has about 157.8 

million subscribers with total revenue of approximately $4.01 billion [22]. Amazon Prime has 

approximately 1.17 billion subscribed users [23]. It is noteworthy that many users subscribe to 

Amazon Prime not solely for its video content but primarily for the benefit of free shipping. Therefore, 
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the data pertaining to Amazon Prime cannot accurately represent the usage or popularity of Prime 

Video. 

 

Figure 5: Streaming Service Comparison. Source: CNET.com. 

Figure 5 not only listed Netflix's competitors comprehensively, but also made each one's 

comparisons be shown. From these datas, it's not hard to see a fact that these streaming services' 

subscription prices were all at about the same amount, and none of them are very different from each 

other. These shows that Netflix's counterparts are all very competitive. 

Main while, Netflix is also facing another type of competition. In China, North Korea, Crimea, 

Syria, and Russia where Netflix could not reach, the local platforms turn out to be Netflix’s special 

competitors [24]. For example, China’s iQIYI, which is a Chinese platform with similar charging 

system as Netflix’s, filling in the streaming media void in China as a substitution. Thus, the local 

media of the blocked region might also cause impacts on Netflix’s goal of global footprint.  

4.2. Netflix's Competitive Strategies before the COVID-19 Pandemic 

Before the epidemic, Netflix in 2019 was already the world's largest streaming provider, offering 

premium services to over 190 countries worldwide. The financial annual report in 2019 provide that 

Netflix has over 167 million paid subscribers and $20.1 billion in global revenue in 2019 alone. And, 

Netflix is committed to providing high-quality original content. One of the most popular movies of 

all time until 2019, "House of Cards," is Netflix's first major original series, which Netflix produces 

and broadcasts exclusively on its platforms, marking Netflix's transition from a streaming provider to 

an original content producer [25].  

In CNN's "House of Cards' made Netflix a powerhouse. What now?", it is mentioned that in the 

fourth quarter of 2012, before the premiere of House of Cards, Netflix's streaming subscription 

number was only 3,300w, and after the show aired, Netflix have steadily risen, and as of November 

2017, its subscriptions came to 109 million, and Netflix's quarterly sales came to nearly $3 billion 

from less than $1 billion before the broadcast, and the company's market capitalization grew from 

$5.7 billion to $85 billion [26]. The explosion of House of Cards made this production a major 

milestone for Netflix in original content, and its outstanding performance not only achieved 
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widespread attention and won multiple awards, but also inspired Netflix's corporate approach of 

making original works its core competitive advantage, investing heavily in the production of its 

exclusive content every year, and successfully bringing later "Orange Is the New Black," "The 

Crown" and "Stranger Things." As shown in Figure 6, Netflix’s revenue has experienced rapid growth 

since 2012. There is no doubt that Netflix created a new form of audio-visual circulation through 

innovative technology and seized key areas that broke the value chain of the audio-visual market, 

thus gaining global dominance [27]. 

 

Figure 6: Netflix Quarterly Revenue from 2011 to 2022($ million). Source: Statista, Inc. 

4.3. Netflix's Competitive Strategies during the COVID-19 Pandemic  

At the end of 2019, the COVID-19 epidemic was raging, and the global economy suffered a huge 

impact from the epidemic. However, the epidemic brought huge opportunities to streaming media 

service providers. According to the 2021 American community survey released by the U.S. Census 

Bureau, which shows "The Number of People Primarily Working from Home Tripled Between 2019 

and 2021", only in the United States, the number of people working from home has increased to 

17.9%, which is approximately 27.6 million people [28]. Looking around the world, even if there are 

no specific data, it is certain that many countries and regions have implemented lockdowns and 

quarantine measures, made hundreds of millions of people have been asked to stay at home to slow 

the spread of the virus. Undoubted, people during the epidemic have more time to watch TV and 

movies. For a time, the number of users of each streaming media platform increased. According to 

data provided by Statista, in the first quarter of 2020 alone, the number of Netflix users increased 

rapidly from 167 million in Q4 2019 to 182 million [29]. However, huge opportunities also come 

with strong competition. Netflix’s direct competitor Disney+ also seized the opportunity of the 

epidemic and gained 73 million subscribers in 2020 alone [30]. Unlike Netflix's independent 

investment in original content, Disney+ integrates content from Disney's major entertainment studios, 

including Disney, Pixar, Marvel, Lucas, and National Geographic. It provides subscribers with classic 
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Disney content. movies, new original films, and content from acquisitions like Fox. Disney+ strong 

competitiveness also comes from its relatively low monthly subscription fee. Compared with 

Netflix’s tiered pricing, Disney+ is not only cheaper, but can also be bundled with other competitors 

Hulu or ESPN. Facing fierce competition in the industry, Netflix increased its investment in original 

content during the epidemic and launched many popular TV series and movies to further consolidate 

its leading position in the industry. To sum up, at the juncture of people turning to streaming services 

during the blockade, Disney+ copyright advantages and low prices have allowed its number of 

subscribers to surge, and it has been rapidly expanding in stages around the world. With its high-

quality content and strong user base, Netflix has also successfully seized this opportunity and 

achieved double growth in users and revenue during the epidemic. Revenue in 2020 increased from 

20.1 billion in 2019 to 24.9 billion U.S. dollars, but due to competition from Disney+, the demand 

distribution for its original works has decreased [31]. From Q1 2020 to Q4 2020, the market share 

dropped from 55.7% to 50.4% [32]. 

4.4. Netflix's Competitive Strategies after the COVID-19 Pandemic  

After COVID-19, a virus which had trap the whole world for nearly two years, gradually fade out 

from everyone’s visual center, every walk of life and professions starts to make new differences. The 

streaming platforms are not the exception in this trend. Netflix as a great example, it sells DVDs as 

its origin business of entrepreneurial and has been keeping this service line for many years, recently 

declared to cancel all the physical DVD mailings in its future [33]. This decision can be a tow-edged 

sword for Netflix. For one side, Netflix is likely to lose customers who are found of collecting 

physical DVDs. However, on the other hand, as the number of DVD users is on the decrease, this 

serves line could no longer bring Netflix more benefits as before. The data shows that DVD’s 

operational share is only 1 per cent of total. The DVD program generated about $145.7 million in 

revenue in the most recent fiscal year, which is 20% below the same period in the past year [34]. 

What's more, the cancellation of the DVD service might make Netflix gain more by putting focus on 

other big profits program, such as producing original films. 

Losing customers will make disastrous consequences for companies whose main incomes are 

based on subscriptions, but Netflix finds many effective ways to increase their customers with 

positive attitude. Firstly, Netflix started to curb its subscribers’ behavior of password sharing, which 

enable people who did not set up personal subscription due to password sharing finally start their 

subscriptions. Moreover, the advertising package with cheap price of $6.99 per month is also 

attracting bunches of new customers. These two vital changes lead Netflix increasing 5.9 million 

subscribers in the recent quarter [35]. Undoubtedly, it is a significant data when other media industries 

are struggling. In Alex Sherman's article, he pointed out that during the same period, as Netflix 

revenues tended to increase gradually, both Disney and HBO chose to lay off thousands of employees 

for their cash-flow [36]. In addition, Netflix accurately analyses the constituents and needs of its 

customers and expects to lower prices in more than 30 countries or regions for its subscribers. Mr. 

Peters, the CEO of Netflix, has expressed that Netflix wishes to amplify its audience range, and serves 

as more as possible subscribers all over the planet [37]. He and his company are working hard to offer 

appropriate services for different price. 

5. Future Strategies 

Netflix's streaming content obligations have experienced rapid growth since 2010, escalating from an 

annual expenditure of $1.3 billion to $23.16 billion in just 11 years, reaching its highest recorded 

level in 2021. However, as competition for original content intensifies within the industry, Netflix 

reduced its content obligations in 2022, decreasing from $23.16 billion to $21.83 billion [38]. 
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Presently, Netflix's share in users' demand for original content has declined from 55.7% to 45.2%. 

Despite maintaining its industry-leading position with a significant lead over second-place Amazon 

Prime Video at 11.4%, the notable 10% drop in just two years should warrant Netflix's attention [39]. 

Therefore, based on the current scenario, we propose the following decisions to further extend 

Netflix's competitive advantage in the industry. 

5.1. Investment in regionalized original content 

During the competitive landscape amid the pandemic, content expenditures across streaming 

platforms have consistently increased each year. In 2022, Netflix's global content expenditure reached 

a staggering $16.7 billion [40]. Furthermore, Netflix's projected expenditure on original content for 

2023 stands at $7.2 billion, ranking fifth, below Disney's first-place position at $10.5 billion [41]. 

Following Disney's announcement of cost-cutting measures of $5 billion after incurring a net loss of 

over $1 billion in the first quarter of 2023, to ensure profitability in their streaming business, Netflix 

should capitalize on this opportunity to create more high-quality productions that attract user 

subscriptions. Additionally, Netflix should prioritize regionalization of original content by investing 

in and producing more localized original content that caters to the diverse demands of audiences in 

different regions and cultures. 

5.2. Flexible subscription models 

Undoubtedly, the consistent increase in monthly fees by Netflix in recent years contributed to the user 

churn experienced in the first half of 2022. During this period, Netflix lost 300,000 subscription users, 

marking the first decline in over a decade. This necessitates a reevaluation of Netflix's subscription 

model. Historically, Netflix has operated independently with minimal sales strategies. However, the 

changing landscape calls for Netflix to explore more flexible subscription models, such as student 

discounts and short-term subscriptions, These measures can further reduce the barriers to user 

adoption and cultivate user habits [42]. Additionally, actively forging partnerships and collaborations 

can be beneficial. Netflix can bundle its subscriptions with memberships from platforms in different 

industries, providing more options for single-platform users while enhancing user stickiness between 

the two platforms. Previously, Netflix adhered to a no-advertising policy. However, starting from 

November 2022, Netflix introduced a new Ad-Supported Tier, allowing users to access a standard 

plan at a lower cost but with ads. On the one hand, Launch the ad-supported tier represents company's 

tacit endorsement of its economic appeal, and illustrates how quickly can a company's change 

relationship with its users, this change may cast doubt on people's trust in Netflix [43], but regardless 

how, This lower-barrier subscription model undoubtedly aligns with the expectations of some users. 

Data provided by Statista shows that while most non-subscribers are still reluctant to subscribe to 

streaming services, 11% of non-subscribers of Disney+ are willing to subscribe to the Ad-Supported 

Tier, while 15% of non-subscribers of Netflix express a willingness to subscribe to the Ad-Supported 

Tier [41]. Furthermore, 35% of Disney+ subscribers and 24% of Netflix subscribers expressed a 

desire to switch to the Ad-Supported Tier [44]. Although this may lead to potential declines in 

subscription revenue, it can also generate additional advertising revenue. The introduction of the new 

Ad-Supported Tier highlights the value of a hybrid business model in the streaming media market. 

This new subscription model has indeed helped mitigate the user churn in 2022, as evidenced by 

Netflix reaching its highest subscription count in its history, with 238.39 million subscribers as of Q2 

2023. 
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5.3. Persistent efforts to combat password sharing 

Netflix now acknowledges the saturation of the streaming media market. To increase revenue in this 

saturated market, Netflix needs to undertake a series of actions to combat password sharing, aiming 

to encourage those sharing passwords to subscribe to their own accounts. An article by CNBC titled 

"Netflix password-sharing crackdown rolls out in the U.S." highlights that Netflix has previously 

stated that over 100 million households share accounts on its platform, accounting for approximately 

43% of its global user base, which has significantly impacted its ability to invest in new content [45]. 

Therefore, despite Netflix previously expressing sentiments on Twitter like "Love is sharing a 

password," it is imperative for Netflix to vigorously implement measures against password sharing 

to ensure the successful operation of its streaming media business. 

Currently, Netflix explicitly reminds its customers that the days of password sharing are over. An 

article by Time titled "Netflix is cracking down on password sharing in the U.S. Here's what to know" 

mentions that Netflix is gradually introducing new password protocols globally and states, "Your 

Netflix account is for you and the people you live with—your household." Netflix will utilize 

information such as IP addresses, device IDs, and account activity to determine if a device belongs 

to a household [46]. This new measure has indeed proven successful. Although such measures 

initially impacted international user growth, Netflix still added 1.75 million customers in the first 

quarter after the implementation of these measures. Netflix executives in Latin America have reported 

instances of canceled subscriptions, which temporarily affected recent growth. However, they found 

that these password borrowers subsequently activated their own accounts, resulting in additional 

revenue for the company. 

5.4. Feasibility of expanding non-video content 

Diversifying its offerings beyond video content is also a possibility for Netflix to pursue. Apart from 

video streaming, avenues such as audio content, interactive content, e-books and magazines, offline 

screenings, and concerts can be considered for development. In the audio streaming market, rather 

than competing in the saturated music market, audiobooks are undoubtedly a more suitable choice 

for Netflix. The company can adapt its original film and television content into scripted audiobooks, 

sell related e-books and podcasts, and complement them with audiobooks, thus providing users with 

more options. In the realm of e-books and magazines, Netflix can not only publish e-books featuring 

its original content exclusively but also collaborate with other publishers to launch magazine 

subscription services. Additionally, innovative interactive content may attract more users. For 

example, Netflix's "Black Mirror: Bandersnatch" demonstrated the potential for interactive movies to 

thrive and could even incorporate new technologies such as VR and stereoscopic filming to deliver a 

completely new level of viewing experience. However, considering cost and revenue trade-offs, the 

development of interactive movies may not be a perfect choice. Furthermore, offline screenings and 

concerts can serve not only as promotional activities but also bring in some revenue. Netflix can 

organize touring film score concerts or hold offline screenings of its original series in specific regions, 

which would be a good choice to simultaneously gain publicity and generate income. 

5.5. Abandoning the DVD service 

Netflix's DVD business, especially during its early stages, was a significant source of revenue and 

played a crucial role in the company's successful development. However, in today's streaming media 

market, Netflix's success in streaming has had a ripple effect on its DVD business, diminishing its 

importance and revenue. Data from Statista clearly indicates the alarming decline of the DVD market 

over the years. In the United States, DVD sales plummeted from 7.57 million units in 2014 to 2.9 

million units in 2019 [47], directly impacting Netflix's DVD business. Profits from the domestic DVD 
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market in the United States also decreased from $305 million in 2014 to $77 million in 2019 [47], 

accounting for only 4% of Netflix's net profit in 2019. As times have changed, more and more people 

are shifting towards streaming services and abandoning bulky DVD players. In the second quarter of 

2018, the continuous decline over the years led to Netflix's DVD subscribers falling below 3 million 

for the first time [48], while simultaneously, its streaming subscription user base doubled over an 

eight-year period. Today, DVDs as a playback medium belong to the past and have been rendered 

obsolete by the times. Netflix announced the closure of its DVD business this year, and we believe 

this strategy will bring a better future for Netflix. 

5.6. Maintaining high-quality and stable regular upgrades 

To maintain Netflix's leading position in the streaming media market and meet the ever-changing 

demands of users, it is crucial for Netflix to continuously update high-quality and stable regular 

upgrades. This is a key means to address competition and maintain market position, satisfying user 

expectations and achieving better economic benefits. Netflix's technical team should continually 

enhance the technological infrastructure, invest in higher-quality streaming media technologies, more 

intelligent personalized content recommendation algorithms, user interfaces, security, and privacy. 

Providing a better user experience directly is critical to increasing user satisfaction and improving 

retention rates. At the same time, regularly collecting and analyzing user feedback, as well as actively 

building new partnerships, is also necessary to enhance service standards. By conducting stable 

regular upgrades in these areas, Netflix can ensure that its service always maintains the highest 

standards, meets user needs, and responds to market changes. 

6. Conclusion 

As the global economy suffered with the COVID-19 outbreak, media consumption habits around the 

world underwent profound changes. Netflix, which had built its position as the world's leading 

streaming media provider after shifting from being a mere streaming operator to a maker of original 

content, also experienced significant growth during this period. Prior to the epidemic, Netflix had 

already established a solid base in the global market, but during the epidemic, its subscriber base and 

viewing hours were boosted as people were forced to stay home. This not only accelerated Netflix's 

global expansion, but also prompted it to invest more in original content. However, as the outbreak 

gradually came under control and people's lifestyles began to return to normal, Netflix faced new 

challenges. First, as people start getting out and about again, the amount of time spent watching at 

home is likely to decrease. Second, the gradually saturated streaming market, as well as the emergence 

of new streaming competitors during the outbreak, has put tremendous pressure on Netflix. To 

address these challenges, the following strategies are recommended for Netflix, including, but not 

limited to, continuing to invest more in original diverse and regionalized content to meet the diverse 

needs of its global audience. Adding more subscription models for different needs or partnering with 

other company across industries to sell bundles. Further expand its non-video content, such as 

audiobooks, e-books, interactive videos, and offline concerts, to appeal to a wider audience. 

Gradually crack down on password sharing and encourage those who borrow passwords to create 

their own accounts. Abandon the DVD business and move with the times in order to invest more 

money into original streaming services. Maintain a high quality and stable of regular upgrades to 

improve subscriber satisfaction and grow retention. In conclusion, despite Netflix's more notable 

success during the epidemic, the road ahead remains challenging. Only by continuing to innovate and 

adapt to change can Netflix continue to maintain its leadership position in the streaming market. 
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