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This assignment examines the relationship between the business environment and organisational strategy of Netflix. As one of the largest subscription streaming services in the world, Netflix operates a multitude of countries and continues to expand its global audience and content production capabilities (Netflix, 2026). Netflix provides a highly relevant and researched case study as its position within the media industry. 
Originally founded in 1997 as a DVD rental service, Netflix has evolved into a subscription based digital streaming provider, offering a wide range of films, television series and original content. This transformation not only reflects on internal strategic innovation but also the company’s ability to assess the requirement of its consumers and the reliance on technological advancements. Netflix has been selected for this assignment due to its position within the global media industry, often characterised by a rapidly changing and volatile influencing factors. Tian (2024) identifies the streaming service sector of the media industry as rising rapidly and highlight the fact that the industry is changing the perspective of media to its consumers. 
The purpose of this assignment is to analyse how the external factors influence business operations and strategic planning, using the analytical model of PESTLE. By applying these models, this assignment aims to develop a wider understanding of how external forces shape the performance of Netflix operating within the entertainment industry. 
The business environment is often referred to as the amalgamation and compound of the external and internal factors that affect how organisations operate and perform (Tang et al., 2024). These factors combined shape how firms can use strategic planning, affect organisational goals and can determine the overall, long-term sustainability of an organisation. External factors often referred to as the macro environment are typically areas in which companies have little to no control in dynamic changes (Wetherly and Otter, 2018). Weatherly and Otter (2018) further suggest that the external factors can be filtered into economical, technological, political, legal and, social and cultural often referred to as PESTLE. Whilst external factors are regarded as uncontrollable and volatile, the internal environment can be controlled closely to align employees with organisational goals; these factors can include organisational culture, leadership and operational processes.   
Therefore, more broadly, the business environment can be divided into two key areas; the internal environment which includes employees, management structure and organisational culture, and the external environment, which focuses on economic conditions, technological advancement, legislation, competitors and social trends. The external environment is particularly vital as it presents both opportunities and threats that can rapidly change and impact business performance. Studies by Akpoviroro and Owotutu (2018) show that organisations that have a wider understanding of business performance and changes in external factors, can identify opportunities and threats that may occur. For example, changes in consumer behaviour may create new markets, while legal changes and developments may impose additional costs or operational strain. 
Analysing external influences allows organisations to anticipate change rather that react to it. In today’s volatile, uncertain and complex commercial landscape, businesses face increasing pressure from globalisation, digital transformation and sustainability expectations. Analysing the external environment is a key fundamental task when looking at strategic planning and management. Environmental analysis enables companies to gather information about external trends, events, and relationships to be able to identify potential opportunities and threats (Choo, 2001). This process creates effective decision making by mitigating uncertainty and aids firms to align their organisational goals with the change in market conditions (Pourmohammadi et al., 2020). Furthermore Pourmohammadi et al. (2020) proceed to suggest that without adequate analysis of the external environment, organisations may struggle to align with economic, technological or competitive changes in market. Ikebujo (2020) reinforces the statement that ineffective strategic decisions are likely to lead to declining performance, therefore, understanding external influences is an essential part of organisational planning to maintain competitiveness and long-term sustainability within the industry in which they are placed. 
Many frameworks have been developed to aid organisations in evaluating the internal and external factors, influencing their operational standards and organisational goal achievement. Yuksel (2012) believes that tools such as PESTLE analysis enable businesses to assess macro-environmental influences that effect how a business markets and sells its products. Yuksel (2012) goes on to suggest that an environmental analysis such as PESTLE, provides opportunities to develop sustainable competitive advantage with the identification of opportunities and threats. Similarly, Porter’s Five Forces model examines the competitive pressures within an industry, and helps organisations understand key factors that shape companies’ profitability and competitive decision making (Porter, 2008). Porter (2008) alludes that by understanding these forces that influence a business or industry, a company can incorporate these factors of industry conditions into their strategic planning. 
Although a large variety of analytical frameworks exist to evaluate both the macro and micro business environment, this assignment will primarily focus on the use of the PESTLE Analysis model to examine the changes experienced by Netflix within the Entertainment and Media Industry. The PESTLE model is particularly useful for analysing macro-environmental forces, including negative and positive effects, allowing for a clearer understanding of the factors shaping the company’s strategic position within the industry (Blümel et al., 2023).
However, it is also important to acknowledge that other analytical tools, such as SWOT analysis, play a large role in strategic evaluation. While SWOT analysis will not be the primary focus in the analysis of Netflix in this assignment, it will be briefly discussed to illustrate how institutions can use SWOT in conjunction with PESTLE, to develop the understanding of the internal strengths and weaknesses alongside the external opportunities and threats. This broader recognition of analytical models provides a more cohesive understanding of the tools and models available to organisations when analysing their business environment. 
Applying PESTLE analysis to Netflix provides insight into the external pressures and opportunities shaping the organisation’s position within the global entertainment and media industry. Netflix (2026) identifies itself as one of the leading global streaming platforms operating in more than 190 countries, therefore, Netflix must continually update and adapt is strategic response in line with regulatory developments, economic trends, advancements in technology and ever-evolving consumer behaviour. 
Political regulation plays a critical role in shaping the global streaming market segment of the entertainment and media industry (Kapliar, 2025). Governments and regulatory bodies are increasingly monitoring digital media platforms and introducing policies that affect content production and distribution. Kapliar (2025) also identifies that as Netflix grows internationally, it must manage its responsibility for international regulations, content law and censorship guidelines. Political constraints have significantly limited Netflix’s ability to operate in China, largely due to strict government regulations and restrictions on foreign media platforms (Cui, 2024). These political barriers illustrate how government policy can directly influence the accessibility and operation of digital streaming companies within certain markets. Netflix’s increased investment in regional content demonstrates how political policy can influence both production decisions and global expansion in their strategic management plans. For example, according to Netflix (2023), due to the governmental policies in the UK, they have suggested deeply committed ties with the United Kingdom, with Netflix investing six billion dollars into the UK’s Media and entertainment sector between 2020 and 2023. This research highlights the significant role that political policies and government regulations play in shaping the strategic direction that companies that operate within the entertainment and media industry take. 
Economic conditions strongly influence Netflix’s financial performance and the broader streaming market. As a subscription-based service, Netflix’s revenue model depends heavily on consumers disposable income and spending patterns. Lin (2024) suggests a direct connection between consumers’ disposable income and purchasing intentions, suggesting that Netflix heavily relies on consumers having disposable income to influence their economic status. During periods of economic uncertainty, households may reduce spending on non-essential services such as subscription entertainment platforms. Arbanas et al. (2025) have found that during a survey 39% of consumers are reported to have cancelled at least one streaming service during times of hardship. Despite growth within the industry with Netflix (2026) reporting global revenue of approximately $45.2 billion in 2025, the research indicates that the streaming market is becoming increasingly competitive. 
Academic research also highlights the importance of economic conditions that assist in strategic decision making. A study by Yüksel (2012) emphasises that organisations must analyse economic factors such as inflations, market competition and consumer purchasing power in order to maintain competitive advantage. For Netflix economic pressures and the diversification of streaming services play a major part in pricing strategies, content investment and global market expansion. 
Social trends and change in consumer behaviours have played a huge role in the growth and expansion of stream services such as Netflix (Milosavlijevic and Simevunovic 2025). Over the past decade, audiences have increasingly shifted away from traditional broadcast television and interests are more focused towards Digital on demand platforms, that offer convenience and flexibility. Younger generations in particular prefer the personalised entertainment experiences that allow them to watch contents at any time and on a verity of devices (Arbanas et al., 2023). 
Research conducted by Ofcom (2025) indicates that younger audiences now spend significantly more time watching streaming platforms that traditional television services. This shift in viewing behaviour has helped streaming services and video on demand services grow at an accelerated rate and has contributed to Netflix’s continued expansion. Another important social factor is the growing demand for a more diverse and globally representative content. Netflix has invested significantly in producing international programming to appeal to a wider global audience (Netflix, 2025) 
Netflix’s business model and competitive advantage rely heavily on technological innovation and are central to its growth. During 2023 Netflix continued to innovate by leveraging Artificial Intelligence and machine learning, to optimise and enhance the technical quality of the products offered (Juteau, 2025). The growth of high-speed broadband, mobile data and smart devices has enabled streaming platforms such as Netflix to deliver content and products to global audiences more efficiently, fundamentally transforming more traditional media methods (Jenei et al., 2025). However, a study by Cebeci, Ince and Turkcan (2019) argues that although technological advancements are vital to the strategic planning of a business, companies should be transparent and open with their advancements so as not to alienate existing consumers that are content with the current offering. 
[bookmark: _Hlk225963480]Legal frameworks have a substantial impact on Netflix’s operations, as streaming platforms must comply with a wide range of laws relating to copyright protection, intellectual property, and data privacy. Parekh (2025) agrees that global streaming platforms such as Netflix have triggered an industry wide change in legal and regulatory concerns. They then identify in their study that territorial licensing can be held as one of the main obstacles to Netflix’s strategic plans. Copyright legislation is particularly important within the streaming and entertainment industry, protecting organisations’ ownership of content distributed through streaming platforms. Błaszczuk (2023) identifies the transfer of legal knowledge within multidisciplinary teams within the media industry as an important aspect for continued growth.
Environmental sustainability is becoming an increasingly important issue for organisations across all industries, including digital entertainment platforms. Research conducted the Carbon Trust (2021) suggests that streaming on hour of video on a smart phone or device produces approximately 55 grams of CO2 emissions, although the majority of this environmental impact is associated with consumer owned devices and the use of electricity rather than the streaming service itself. For Netflix, environmental factors still play a key part in the strategic planning of the business and should be considered when looking at further developments. Netflix has committed to reduce its emissions across its operations by half by 2030, planning on investing in climate solutions within their operations (Netflix, 2024). 
Netflix has demonstrated a strong capacity for organisational adaptability in response to a rapid macro-environmental change within the global entertainment industry. Increasing demands from consumer preferences and technological advancements has required Netflix to continually evolve their strategic planning. Netflix’s responses to innovation and business model adaptation have had a large impact on the sustainability of its competitive advantage in the market (Xi, 2024).
A key element of Netflix’s adaptability is its strategic innovation and transformation. The company’s shift from a DVD rental service to a global streaming platform illustrates its ability to anticipate the change in technological advancements. Sun (2022) suggests that through its strategic management and analysis of the external factors affecting the industry, Netflix has shifted to a key global player in the market and is taking the lead in modern entertainment. The transition from DVD to digital fundamentally disrupted traditional media distribution, and redefined consumer expectations around accessibility and convenience when looking at the innovative ways in which Netflix operates (Oxford Executive Institute, 2024).
Leadership styles within Netflix have played a critical role in the adaptability of its business model. Kobiruzzaman (2022) identifies Netflix to have a flat and transformational leadership style, largely shaped by its co-founder Reed Hastings. Netflix’s organisational culture emphasises autonomy, high performance and innovation focused employees. A recent analysis highlights that transparency and information sharing underpins this leadership style, fostering alignment and agility to the team within Netflix (Forbes, 2025). However, Studies by (Kan, 2024)suggest that while flat leadership styles promote innovative thinking, this leadership style may also introduce risks such as reduced operational control and inconsistency in decision making with different teams across the organisation. 
In response to economic pressures and market saturation, Netflix has adopted adaptive pricing strategies. The introduction of their lower cost and advert supported subscription tier shows a significant strategic shift aimed at more price conscious consumers and diversifying revenue streams. Shafer et al. (2022) suggests that Netflix’s approach to the change in economic pressures has been aggressive and rapid to ensure the service it provides affordability when economic downturn occurs, showing that Netflix is aware of changes in the market situation. These strategies have been effective in stabilising growth within the entertainment industry. 
Technological innovation remains central and vital to Netflix’s strategic response. The company leverages advanced data analytics and recommendation algorithms to personal user experiences. Studies by Mary et al. (2025) show that Netflix’s response to technological advancements have pioneered streaming services technology that deeply engage users and enhances user experience and retention of paid users. The study shows that Netflix’s rapid and pivotal approach to technical changes has secured its position in the market. All though Netflix has responded to these technical innovations by the use of AI they have been criticised by over personalisation of the streaming service removing sections of the users freedom (Hsiao, 2024). 
Netflix has also responded to growing environmental concerns through their sustainability initiatives. The company is acutely aware that stakeholders are looking towards sustainable eco-friendly options. Netflix response to this change in consumer behaviour with its pledge to cut their emissions drastically, Jessen (2024) found that while researching this, in the Environment, Social and Governance (ESG) report they have succeeded with this pledge already reducing their carbon foot print to 35%. It is argued that even through sustainability is not yet a primary focus in the viability of the streaming services, it should be considered. Giaquinto (2025) argues that it is often overlooked by consumers that the streaming services contribute to greenhouse gases, but Netflix emitted in 2023 843,107,000 kilograms of CO2, drawing these figures from American households alone. 
In conclusion, the analysis shows that Neflix is affected by both internal and external factors. These factors play a major role in determining organisational performance and long-term sustainability. For Netflix, operating in a highly dynamic and fluid industry such as the entertainment industry, it is vital for Netflix to continually review and evaluate the macro-environment. The use of PESTLE is essential for effective strategic planning. During the analysis of Netflix, it highlights that regional political regulations, economic pressures, evolving consumer behaviours, rapid technical advancements, legal constraints and overall environmental considerations all highly influence the operations and strategic planning of Netflix. 
Netflix ability to rapidly change and adapt through its employee’s innovation, price planning and overall knowledge of the external factors affecting operations has given the organisation the opportunity to maintain a competitive advantage. However, it should be considered that with the introduction of alternative streaming services, Netflix should stay proactive in an industry with increasing market saturation. 
To sustain an already viable business model, Netflix should continue to invest in data driven analytics and innovation whilst balancing a consumer centric outlook to their stakeholders. The expansion of regional specific content will support global growth and align regulatory legislation when producing products within the wider market. 
In further conclusion, sustained success for Netflix while operating in the media and entertainment industry depends on its ability to remain agile and dynamic. The continuous monitoring of its external environment is vital to the alignment of internal capabilities within the evolving industry demands. 
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