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[bookmark: _Toc210057858]Introduction
Netflix, Inc. provides online entertainment services in the United States and internationally. Initially founded in 1997 as a DVD rental-by-mail service, it has evolved into the world’s biggest online subscription-based video streaming platform (Britannica, 2025). Netflix currently serves some 190 countries and has more than 300 million paying membership and more than 39 billion annual revenues (Business of Apps, 2025; Macrotrends, 2025).
 It's primary product and services offerings is giving customers around the world on-demand streaming access to fancied films and television programs, in addition to an ever-increasing interest-Ing “Netflix Originals,” a major differentiator in keeping subscribers happy, engaged with customer relationship factors and disinterested by leveraging brand equity (Quartr, 2024).
This is evident in present day firms such as Netflix, where management accounting contributes to strategic decisions. Management accounting (as opposed to financial accounting that is essentially retrospective) is future-oriented, its emphasis being on cost analysis, budgeting, control of performance and risk management (Osur, 2016). For Netflix, good management accounting provides a platform for optimal use of multi-billion-dollar content budgets as well as leading global operations across distinct markets through driving long term growth in competitive streaming landscape (Netflix, 2024a). Management accounting provides pricing, production, marketing and expansion decisions with information that combines financial and non-financial data to increase the strength of a company to be profitable in the long term as well maintain shareholder value.
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Netflix follows a subscription-based model and is moving towards ad revenue. The company’s main source of revenues comes from its tiers of monthly subscription fees which allow access to a global library of films, series and originals (Business of Apps, 2025). These plans are distinguished by which and how many devices can stream at a time, video quality (HD/4K) and price. Down in 2023, Netflix also introduced a cheaper ad-supported offering in several areas to win over budget-conscious subscribers and create an additional source of revenue from advertising as well (Reuters, 2024). The ad tier had made strong progress by 2025, but subscription revenue is still the primary driver of overall income with over 95% (Netflix, 2024a). This twofold model brings predictable repeatable revenues, better financial forecasting and extended market penetration.
Netflix’s cost structure is a function of its dual role as producer and distributor. The biggest segment is the cost of content acquisition and production, which was close to 17 billion USD in 2024 (Macrotrends, 2025). These costs are generally capitalised on the balance sheet (i.e.) and amortised over the expected life period for which time content will be viewed generating large up-front commitments, but more staggered expense recognition (Behind the Balance sheet, 2019). Content expenses are in a sense semi-fixed: production and licensing commitments are set once inked, but the aggregate level of content spending ebbs and flows with strategic priorities and subscriber growth.
Fixed costs would also include technology infrastructure, like Netflix’s own content delivery network “Open Connect,” platform development, and staff salaries and research-and-development. These costs are relatively fixed in the face of subscriber changes, highlighting the importance of scale (Netflix, 2024a). General and administrative expenses, also including legal and corporate overhead, on the other hand are mostly fixed obligations.
Variable costs, on the other hand, include marketing costs, transaction fees and customer service. Marketing spending is determined by subscriber acquisition goals and generally increases during periods of new geographic launches or content introductions (Digital Biz Models, 2023). Delivery costs for streaming delivery, including bandwidth and cloud services, are also variable and grow with user activity.
In general, Netflix’s cost structure is dominated by high fixed costs which are being covered through recurring subscriber revenues. It’s a scale model once you have infrastructure and content overhead, it becomes cheaper to serve the next subscriber than the last. As such, long-term subscriber growth and a successful approach to global pricing are necessary in establishing economies of scale that can absorb those fixed costs and churn out consistent earnings from the streaming business.
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In 2024, Netflix's revenue was $39.00 billion, an increase of 15.65% compared to the previous year's $33.72 billion. Earnings were $8.71 billion, an increase of 61.09%.
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Budgeting is key to Netflix’s day-to-day strategies and operations ensuring that what it spends on content, technology, and personnel fits with how much it expects money will come in the door. In a business that invests billions of dollars long before there are any revenues, the budget is not only a financial control, but also an expression of where we believe the market will be (Osur 2006). In the UK, where Netflix has built one of its biggest production bases outside the US, budgeting serves both to channel resources into local content creation, marketing and activity while at the same time fitting in with overall worldwide financial strategy (The Guardian 2023).
At a worldwide level, Netflix’s cost of revenues had grown year-on-year around 6–7% in 2024 due mainly to a higher sales and marketing expenses increased and an increase in the technology and development spend (Netflix, 2024a). These internal moves were part of a thoughtful plan to help in subscribers’ acquisition and encourage people to use the platform more. In contrast, general and admin investments grew at a slower rate, indicating greater efficiency in the upper layers of the organization (Netflix, 2024a). Those changes show how management decisions have an impact on the trajectory of operating costs.
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In the UK, for example: Netflix Services UK gave operating profits of £53.7 m in 2024 (up from around 8% on the previous year), on revenues of £1.67 billion (Televisual, 2024). This expansion demonstrates good budgeting alignment, as higher revenues help to cover rising operating costs. One key factor driving the escalation in UK costs was staffing: between 2020 and 2022, staff costs rose from £25m to £37m as the headcount grew apace with production (The Guardian, 2022). Those increases are fixed or semi-fixed costs that need to be meticulously predicted in local budgets. And, adding that Netflix has committed to long-term investment, contributing £6 billion approximately in UK productions since 2020, with the UK attaching to itself a strategic node within this platform’s global content pipeline (The Guardian, 2023).

The macroeconomic environment outside our borders also moulds UK budgeting. Volatility in exchange rates impacts translation of revenues and expenses derived from British pound into reporting currency (US dollar) for Netflix, requiring hedging contracts to be adopted (Netflix, 2024a). Inflation in the UK also introduces inflation for talent, studio costs and services being inflated, so an inflating budgetary assumption. Nonetheless, a percentage of these costs are offset by the UK’s High-End Television (HETV) tax relief (which provides rebates on certain UK production spend) which must be factored into financial planning (TaxWatch UK, 2020).
All in all, Netflix’s budgeting in the UK is a trade-off between its internal drivers (a growing workforce and an investment in strategic content) and external pressures that stem from inflation, currency exchange rates and regulatory tax credits. Good financial planning will mean that operating losses remain manageable as the broader strategic aim is to leverage what it believes is a strong footing in content creation, with significant potential growth from subscribers elsewhere around the world.
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Netflix uses both financial and non-financial Key Performance Indicators (KPIs) to measure performance, resource allocation and strategy. In the UK, the most relevant KPIs are: 
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UK Revenue Growth (GBP): In 2023 Netflix’s UK wing, Netflix Services UK paid £1.67 billion in revenues during 2023 an 8% increase over the previous year (Televisual, 2024). This metric reflects the dial of money-making in the UK market and how subscription changes, member growth and ad tier usage can now generate income in GBP. 
UK Operating Profit / Margin (GBP): Also in the same period, there was also £53.7m operating profit in the UK (£31.6m on last year) (Televisual, 2024). If profit is measured in GBP, management can evaluate the local cost base and whether growth in revenue is coming with costs that are local too.
 Average revenue per membership is based on full price, before any promotion and can cover both singles and couples. While Netflix doesn't specifically reveal ARPU for the UK in its public financials, management commentary and financial filing suggest some of that UK revenue growth also came from a rise in average monthly revenue per paying member. Growth was driven by a 7% increase in average paid memberships and increased monthly revenue per member, says the UK results filing (Televisual, 2024). This is also ARPU by another name, showing pricing power in the UK. 
 British Staff Costs Overheads (GBP): Public filings have revealed that staffing costs at Netflix’s UK operation soared; earlier reports suggested staffing costs in the UK went from £25m to £37m, as its headcount grew (The Guardian, 2022). This KPI will give an indication around the level of fixed/semi-fixed pressures on overheads in the UK and how rapidly costs base is growing. 
 UK-Ad Tier membership growth/penetration (KPI other than financial): Netflix’s future success in the UK is increasingly dependent on the growth of its ad-supported plan. As claimed, more than 55% of new UK sign-ups were from the advertising tier; meanwhile membership in that tier increased by 30% quarter-over-quarter (City AM / news sources) (City AM, 2025). This non-economic KPI measures changes in consumer behaviour, as well as the effectiveness of lower price monetization offers.
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Netflix is very much led by these KPI trends in GBP within the UK.
  Price Adjustments & ARPU Optimisation In light of increasing evidence that the average monthly revenue per UK paid membership is increasing, Netflix historically has periodically increased subscription prices in the UK. Such rising supports reinforcing the GBP income base with associated margin expansion (Televisual, 2020). The choice of such decisions depends on a trade-off between price sensitivity (churn risk) and revenue improvement. 
Launch of Ad-Supported Tier in U.K. The acceleration in ad tier U.K. sign-ups (which account for 55% of new additions) suggests an adverse reaction by Netflix to ARPU saturation and resilience on price sensitive sub intake (City AM, 2025). The company’s efforts to monetise through ads in the UK are driven by a piece of data: that this is growing fast and provides an extra revenue stream denominated in GBP, without equivalent content cost increases. 


 UK Production & Overheads investment the fast-growing UK staff costs and investments in UK content production (e.g. £6 billion committed to UK projects over years) demonstrate how aggressively Netflix is expanding operations across the UK (The Guardian, 2022; City AM, 2025). Decisions to expand are driven by revenue growth targets and profitability potential in the UK market, with KPIs sending signals about how much investment should be committed to local studios, talent and overhead. 
Cost Control & Local Margin Focus The increase on operating profit from the UK (£53.7m v £31.6m) over this period also hints that cost and revenue growth are beginning to come together. And Netflix will probably use that KPI to determine whether it makes sense to continue adding UK staff and operations or if it should tap the brakes on overhead growth. Having recognized that revenues were covering cost increases, management can now confidently make additional investment decisions.
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Netflix’s financial decision-making is becoming more about sustainability, especially as investors and regulators call for clear disclosure regarding environmental, social and governance (ESG) issues. In the 2024 ESG Report, Netflix reiterated its goal of becoming net-zero GHG by 2025 in line with what is set out by the Science Based Targets initiative (Netflix, 2024a). The firm has integrated sustainability into its financial planning through the inclusion of “green premiums” in budgeting models; for instance, increased costs at renewable energy procurement or sustainable production practices are now included in project forecasts (The Sustainable Innovation, 2025). In the UK, where Netflix has committed to spending billions on local content production, criteria around sustainability are also factored into decisions regarding suppliers, studio work and investments in lower-carbon modes of production (The Guardian, 2023). Sustainability, therefore, is not only a side issue but one that influences how far capital is allocated and the strategy for longer-term investments.
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The ethics of cost control and pricing are also explored in this article. A major issue has been with the Hollywood writers’ and actors’ strikes (2023–24), which revealed some challenges around fair compensation in the streaming business model (Goncharenko, 2023). Netflix’s budgeting choices now have to mirror fair labour agreements and not come at the artists’ expense. Costs increased markedly in the UK with growing headcount (The Guardian, 2022) and questions arose on finding equilibrium between cost-effectiveness and fair employment.
Pricing strategy too has sparked ethical controversy. Netflix’s enforcement of password sharing and introduction of “extra member” charges were seen as unfriendly to consumers, especially amidst a cost-of-living crisis (Wall Street Journal, 2024). Likewise, in the UK price rises for subscribers that underpin a stronger average revenue per user (ARPU) have raised concerns competitiveness and access alongside calls for greater affordability (Televisual, 2024). It is ethically wrong to maximize shareholder value if it means that we are screwing over consumers and employees.
Ultimately, the author argues that by integrating sustainability objectives with financial models and addressing ethical quandaries in pricing and cost management, Netflix bolsters its long-term market position as well as its social license to operate.

[bookmark: _Toc210057863]Conclusion
The transformation of Netflix as a DVD rental added to the importance of management accounting for strategy, cost cutting and sustainability in the business. In the UK, for instance, budgeting is a way to ensure that increasing operational costs especially staff and production expenses keep pace with revenue growth. Active measurement of the business via financial KPIs like revenue, profit margins and average revenue per membership as well as non-financial KPIs like churn and engagement allows management to have key information for price and investment decisions. Among the most pressing challenges are questions of values and ethics pricing, labour relations and consumer fairness top the list. 
RECOMMANDATIONS FUTURE FOR NETFLIX 
To preserves its leadership in the dynamic streaming industry, Netflix should pursue three integrated strategies. First, it must localize and diversify content, especially by investing in regional original productions to deepen cultural resonance and expand global reach (Cui, 2024). Second, Netflix should advance technological innovation, refining its personalization algorithms, exploring immersive formats (e.g. AR/VR), and integrating joint optimisation of recommendation and content delivery (Tsigkari & Spyropoulos, 2020). Third, amid intensifying competition, Netflix ought to adopt flexible monetization models, such as ad-supported tiers, event-based live streaming, and tiered bundles incorporating gaming or education (WARC, 2024). Additionally, Netflix should strengthen its sustainability and ethical data governance commitments to align with regulatory and social expectations (Qi et al., 2023). Together, these strategies will enhance engagement, subscriber growth, and resilience in a saturated global market. 
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