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1. Introduction 
Netflix is one of the largest entertainment and streaming services in the world. Say the company serves television shows, movies, games and live programs and has a subscription-based streaming service in more than 190 countries. State that Netflix has experienced significant growth in recent years, increasing its paid memberships from approximately 231 million in 2022 to over 302 million in 2024. Use evidence from the annual reports to support this. Discuss why management accounting is so relevant to contemporary businesses, as it helps managers to plan, control and strategically make decisions. 
Table 1 (Netflix Overview)
	Company Overview
	Information

	Company
	Netflix Inc.

	Industry
	Streaming Entertainment

	Headquarters
	Los Gatos, California

	Countries Served
	190+

	Paid Memberships (2024)
	302 million

	Main Revenue Source
	Subscription Fees



Explain the role of management accounting information in controlling costs, making budgets, measuring performance and distributing resources efficiently. Conclude the introduction by stating that the report will assess the effectiveness of the management accounting tools and techniques that Netflix uses to make financial decisions, specifically cost analysis, budgeting, performance measurement, sustainability, and ethical considerations (Yahoo Finance, 2026).


Figure 1 (Netflix)
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(Source: Mona Bassil, 2023)

2. Cost analysis and business model 
Netflix is a subscription-based online streaming service, and its primary source of revenue is the monthly fees paid by subscribers from around the world. In recent years, the company has diversified its revenue stream with an ad-supported subscription scheme, which also provides another layer of value to underspending customers. This diversification means that a company is not relying on one source of revenue, which can help to boost its long-term growth (Bhimani et al., 2023).
Table 2 (Netflix Revenue Growth)
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Netflix's revenue has been steadily rising, and this growth is a testament to the company's strategic moves, such as expanding into other countries, adjusting prices for its subscriptions and launching new services. In other words, from the management accounting point of view, the analysis of revenue aids management in appraising business performance and in discovering possibilities for future business expansion (Netflix, 2023).
Netflix has both fixed and variable costs: Fixed costs consist of the contracts, technology infrastructure, platform development, office space and salaries. These costs do not vary significantly with the number of subscribers. Variable costs consist of marketing expenditure, payment processing fees, content localisation costs, and customer support costs, and vary with business volume and subscriber growth (Weygandt, Kimmel, and Aly, 2025).
Table 3 (Netflix Cost Structure)
	Fixed Costs
	Variable Costs

	Content production
	Marketing campaigns

	Technology infrastructure
	Payment processing

	Salaries
	Customer support

	Office facilities
	Localisation costs



One of the major features of Netflix's business model is its focus on investing in content production. Content spending, however, has a direct impact on fixed costs, but the management believes that subscriptions will be gained and retained, and they will bring in more revenue in the future. This is the implementation of strategic cost management, which is a process of managing costs for the purpose of achieving a competitive advantage in the long term (Netflix, 2024).
Management accounting tools, like cost behaviour analysis, help Netflix to understand the reactions of various costs to changes in customers' demand for their services. This information is used to inform decisions about the price, content investment and expansion of new markets. In addition, the company is projecting gross profit growth from about $12.4 billion in 2022 to $21.9 billion in 2025, indicating that increases in revenues have also exceeded increases in costs. Thus, Netflix has been able to control its costs and remain profitable (Banerjee, 2021). Overall, Netflix has structured the business through a cost evaluation framework to bolster profitability and aid in strategic decision-making in the competitive international streaming market using management accounting information.
3. Budgeting and financial planning
One of the main management accounting tools used for budgeting is to allow organisations to plan, allocate resources efficiently and monitor costs. Drury (2021) states that a budget is a tool for coordinating the organisation's goals and measuring performance. Budgeting is a big part of content investment, technology development, marketing expenditure and international expansion management for Netflix (Dai and Vasarhelyi, 2023).
Netflix can be considered a highly competitive company that has to spend a lot of money to create original content and to keep up its streaming service. Hence, there is a need for careful forecasting of income and expenditure by management to have acceptable returns from investment. Budgets enable Netflix to determine its future cash needs, keep track of expenses and guide strategic decisions (Netflix, 2025).
Table 4 (Netflix Operating Expenses Analysis)
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As you can see from these figures, Netflix's operating costs have been rising steadily from 2022 to 2025. There was a series of internal management decisions that led to this growth. One, Netflix has been investing in original content production to beef up its competitive edge and gain subscribers. Second, the company has been scaling up its subscription-based advertising model, which will require investment in advertising technology and necessary infrastructure. Third, the number of employees rose from ~12,800 in 2022 to ~16,000 in 2025, resulting in increased salary and administrative expenses (Lindström, Maleki Vishkaei, and De Giovanni, 2024).
The operating expenses were also affected by external macroeconomic factors. Production and operating costs of the entertainment industry rose with the increasing inflation rate. International operations were impacted by exchange rate volatility and greater competition from Disney+, Amazon Prime Video and other streaming services with content and marketing investments. While costs went up, management accounting findings indicate that revenue went up faster than costs over the same period. Revenue increased from approximately $31.6 billion in 2022 to $45.2 billion in 2025, while operating income rose from $5.63 billion to $13.33 billion. This means that the management's budgeting was successful in that the extra investment resulted in increased revenues and profit (Dahlberg and Coen, 2022).
Table 5 (Operating Expenses vs Operating Income)
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Netflix seems to be using strategic budgeting, not short-term cost-cutting, from a management accounting point of view. The company will invest more when the management thinks that the investments in content, technology and advertising will generate value in the future. This example illustrates the need to use budgeting as a planning and control tool and to help achieve organisational goals (Netflix, 2026).
Netflix's financial planning process in general has contributed to the revenue growth, profitability and competitive advantage of the company, which shows the significance of management accounting information in making business decisions.
Table 6 (Netflix Operating Expenses Trend (2022–2025))
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[image: ]
4. Measurements and Decisions related to Performance 
Performance measurement is a significant activity of management accounting as it helps the managers to assess the performance of the organisation and take an informed decision for the strategic direction (Sutjahyani, 2025). Netflix has several Key Performance Indicators (KPIs), and these indices are used to measure business performance, monitor progress and provide long-term growth. There are both financial and non-financial KPIs.

Table 7: (Netflix KPI Dashboard (2025))
	KPI
	Type
	2025 Result

	Revenue
	Financial
	$45.18 billion

	Operating Income
	Financial
	$13.33 billion

	Earnings per Share (EPS)
	Financial
	$2.53

	Paid Membership Growth
	Non-Financial
	Continued global growth

	Free Cash Flow
	Financial
	$9.46 billion



Netflix's revenue is one of the most critical financial KPIs, as it indicates the company's income generation capabilities from its operations. The revenue also saw a significant rise from around $31.6 billion in 2022 to $45.2 billion in 2025, reflecting robust business growth and effective expansion efforts. Revenue information is used to assess pricing decisions, market opportunities and investment performance by management.
Another important KPI is operating income, which reflects profitability after operating expenses are subtracted. Netflix's operating income grew from $5.63 billion in 2022 to $13.33 billion in 2025. This indicates that management has been able to manage costs and generate additional revenue. Operating income is a key management accounting metric that allows managers to assess the efficiency of their operations and resource allocation decisions.
Earnings per share (EPS): The profit produced per shareholder. Netflix’s diluted EPS increased from approximately $0.99 in 2022 to $2.53 in 2025. The improvement represents its profitability gain and its ability to generate shareholder value.
Paid membership growth is one of the major non-financial KPIs. By 2024, Netflix will have built up its subscriber base from around 231 million in 2022 to over 302 million. Membership growth gives valuable insights into customer demand, market penetration and competition. This KPI is tracked by management in the decision-making process about content investment, price and international expansion (Verhaelen et al., 2021).
Free cash flow is another key performance metric, as it represents what cash is left over after operating and capital investments. Free cash flow increased significantly from approximately $1.62 billion in 2022 to $9.46 billion in 2025, demonstrating improved financial strength and flexibility.
Netflix has leveraged these non-financial and financial measures to make several strategic decisions. For instance, management adopted a subscription model with advertising to generate revenue from a variety of sources and to appeal to consumers who seek lower-cost options. It has also put in place policies banning password sharing to boost paid-up membership and income. Moreover, Netflix maintained its strategy of investing in original programs and expanding into new markets, using performance data to gauge subscriber appetite for more of both. In conclusion, the successful application of KPI analysis helps Netflix to track performance, uncover opportunities, and provide data-driven insights for strategic decision-making (Ombai, Kiflemariam, and Odollo, 2024).
Table 8 (Free Cash Flow Growth (2022–2025))
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5. Sustainability and ethical considerations 
Sustainability is now a key factor in business decision-making. Organisations need to attend to profitability but are also being looked upon to generate long-term value for their stakeholders and fulfil their social, environmental and governance obligations. Netflix embeds sustainability as part of their business through human capital investment, diversity and inclusion, employee wellbeing initiatives and responsible business practices (Malinić, 2021).
Netflix knows that its employees are an essential strategic asset and has continued to invest in employee training and well-being. An expansion of its workforce from about 12,800 employees in 2022 to about 16,000 employees in 2025 was the result. Netflix also offers other perks for its workers, such as healthcare packages, mental health programs, childcare support, and family planning services. These efforts help create overall sustainability for the organisation by enhancing employee satisfaction, productivity and retention.
Netflix also advocates for diversity, inclusion and pay equity in its worldwide business. The company regularly reviews its pay scales for pay equity and works to pay fairly, regardless of gender or race/ethnicity (Vance and Saini, 2023). These practices demonstrate a commitment to ethical management and responsible corporate behaviour.
From a management accounting perspective, ethical considerations are important when making cost management and pricing decisions. Netflix keeps changing subscription fees to ensure content investment and growth in the business. A price increase can help increase revenue and profits, but it can also raise concerns about affordability and customer satisfaction. So, there is a need to balance the financial goals with the customer value and long-term retention capabilities, which requires management (Ali and Shabn, 2024).
Likewise, employee welfare, service quality and ethics must not be sacrificed in cost management efforts. However, the possibility of too much cost-cutting could harm the customer experience and reduce Netflix's competitive edge. Thus, management accounting information needs to be used to reduce costs as well as for sustainable and ethical decision-making. In general, Netflix proves that sustainable and ethical issues can be part of financial decision-making. The company's focus on profitability, along with employee well-being, diversity and customers' value, ensures long-term business viability and fulfils stakeholder needs (Patil and Prasad, 2024).
6. Conclusion and recommendations 
The present report examines the role of management accounting tools and techniques in financial decision-making at Netflix. The analysis showed that Netflix has a successful subscription business model with effective cost management, budgeting and performance measurement practices. The revenue and operating income have grown significantly from 2022 to 2025, reflecting robust financial performance, while net income and free cash flow have also improved. Revenue and operating income have been growing significantly from 2022 to 2025, showing strong financial performance, as has been the case for net income and free cash flow. Netflix's financial planning and budgeting have allowed it to make strategic investments in content, technology and international expansion while making money. Moreover, the implementation of financial and non-financial KPIs has helped to enhance evidence-based decision-making and long-term business growth. The report also focused on the role of sustainability and ethical issues in the promotion of employee wellbeing, diversity and responsible business practices. Three recommendations are made from the results. First, Netflix should beef up their predictive budgeting by improving its data analytics and forecasting tools. Second, the firm must keep increasing its advertising-supported subscription-based model to generate additional income. Thirdly, Netflix could continue to invest more in sustainability efforts and employee development programs to further enhance its long-term performance and value to stakeholders.
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Appendix 
Appendix A: Netflix Stock 
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Appendix B: Netflix Income Statement (2022-2026)
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Appendix C: Netflix Balance Sheet (2022-2026)
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Appendix D: Netflix Cash Flow (2022-2026)
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Appendix E: Netflix Profitability Analysis 
	Year
	Gross Profit ($bn)
	Operating Income ($bn)
	Net Income ($bn)

	2022
	12.45
	5.63
	4.49

	2023
	14.01
	6.95
	5.41

	2024
	17.96
	10.42
	8.71

	2025
	21.91
	13.33
	10.98


Appendix F: Membership Growth Analysis
	Year
	Paid Memberships (Million)

	2022
	231

	2023
	260+

	2024
	302

	2025
	Continued growth


 
Appendix G: Employee Growth and Sustainability
	Year
	Employees

	2022
	12,800

	2023
	13,000

	2024
	14,000

	2025
	16,000


 
Appendix H: Internal vs External Factors Affecting Operating Expenses
	Internal Factors
	External Factors

	Content investment
	Inflation

	Advertising platform expansion
	Exchange rate fluctuations

	Technology development
	Industry competition

	Workforce growth
	Economic uncertainty

	International expansion
	Regulatory changes
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