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1. Introduction
The fast development of Artificial Intelligence (AI) has radically redefined the business model and competitive strategy of digital platform businesses, as they are no longer product-based businesses but data-based ecosystem businesses in which customer data and behavioral insights are key strategic resources. The use of machine learning and predictive analytics and algorithm-based recommendation platforms allow the platforms to process massive amounts of user data and generate the most personalized user experiences that can improve user engagement and decision making. One of the most prominent cases of such transformation is that of Netflix, which is highly dependent on AI-powered recommendation engines to process viewing patterns, search patterns and user preferences to offer personalized content to each subscriber. This customized strategy will also enhance user satisfaction, as well as customer interactions and subscription loyalty. Personalization through AI is a vital strategic factor because it has impacted key performance indicators including viewing behavior, length of stay on the platform, retention, subscription renewal, and Customer Lifetime Value (CLV) and is ultimately responsible in driving higher profitability in business models that use subscriptions. Furthermore, in addition to these advantages, the increasing popularity of AI personalization presents some significant ethical issues associated with privacy of consumers, the safety of their data, the transparency of the algorithms, and the perceived intrusiveness. Consumers are becoming more conscious about the ways their data is gathered and used, and this has challenged companies with a strategic dilemma of maximizing profit and retaining trust. Thus, the study of the impact of AI-based personalization on customer loyalty and profitability has emerged as a highly important field of research and management. This paper will attempt to answer this question by looking at Netflix as a case study, and the insights gained are how AI-enabling strategies can be used to improve customer relationships and guarantee sustainable and ethical business performance.
1.2 Research Aim
This research will critically analyze the strategic effects of AI-based personalization on customer loyalty and profitability in digital platform enterprises and specifically Netflix as the case study. The research aims to investigate the impact of user engagement, viewing behavior, and retention as long-term subscribers on the use of advanced personalization technologies, such as machine learning algorithms and recommendation systems. Through the data-driven personalization practices at Netflix, this research will seek to learn how personalized content recommendations will help Netflix build on customer loyalty, boost customer lifetime value, and sustenance of revenue generation. In addition, the research will determine the effectiveness of AI-enabled personalization as a strategic competitive resource within digital platform ecosystems and a wider evaluation of the implications of the technology on consumer trust, ethics of data use, and business sustainability. With this analysis, the study aims to come up with more in-depth information about the impact of AI-based personalization on customer relationships and profitability in the emerging digital platform economy.
1.3 Research Objectives
To facilitate the purpose of this study, a list of clearly defined research objectives is formulated to investigate the strategic effects of AI-driven personalization on customer behavior, customer loyalty, as well as business performance in digital platform business with particular emphasis to Netflix.
· To examine the role of AI-based personalization in increasing the perceived customer value via an enhanced user experience and relevance.
· To determine how the effectiveness of personalization is linked to customer loyalty in creating continued engagement.
· To determine the profitability of higher customer loyalty in Customer Lifetime Value (CLV) and profitability in the long term.
· To investigate the moderating effect of privacy issues and customer confidence in determining the effectiveness of personalization.
· To find out whether AI-based personalization is a driver of a sustainable competitive advantage in digital platform markets.
1.4 Research Questions
This study is organized to help direct the investigation and to keep the study focused on what is needed to be achieved by the research using a number of sub-questions to help support the central research question. These questions attempt to investigate the association amid AI-driven personalization, customer behavior and business performance in digital platform settings through Netflix in particular.
Main Research Question:
What impact does AI-based personalization have on customer loyalty and profitability in digital platform companies?
Sub-Research Questions:
1. Does perceived personalization have a positive influence on customer loyalty?
2. Does loyalty of customers have a substantial Customer Lifetime Value (CLV)?
3. Question 3: Are the privacy issues undermining the impact of personalization on customer loyalty?
4. Is personalization based on AI a sustainable competitive advantage?
2. Literature Review
This part represents a critical and systematic review of the current scholarly and business publications on the topic of AI-led personalization and its implications to the strategic approach of digital platform-based companies. The adoption of artificial intelligence into the marketing and customer experience management has transformed the creation of value by firms, with the move towards the traditional methods of segmentation being replaced by highly-data-driven and individualized strategies. As researchers claim, machine learning and predictive analytics can be used as such AI technologies to allow a company to streamline the decision-making process and provide customers with an exceedingly personalized experience, increasing their engagement and business performance (Davenport et al., 2020). In the same vein, Wedel and Kannan (2016) note that the organizations should be able to target accurately and develop customer insights using the advanced analytics in the context of data-rich setting, and this is why personalization is becoming a significant part of the contemporary marketing approach. Here, online platforms like Netflix rely on recommendation systems and behavioral data analytics to provide personalized user experiences that determine satisfaction, loyalty and retention.
The review of the literature is divided into five thematic areas which include; AI and personalization in digital platform, relationship marketing and customer loyalty, Customer Lifetime Value (CLV), data-driven competitive advantage, and the ethical issues related to privacy and data usage. This thematic organization allows discussing the theoretical models, practical results, and the current scholarly discussion in the field in a comprehensive way. Critically evaluating these areas, the review reveals some main gaps in current research, specifically, the absence of studies that would integrate AI-controlled personalization with loyalty, profitability, and trust. This section thus forms a solid academic ground over which the study is based and which would necessitate the research going deeper into how AI-enabled personalization can be applied in generating sustainable competitive advantage and long-term business performance in digital platform ecosystems.
2.1 AI and Personalization in Digital Platforms
A combination of machine learning recommendation systems, predictive analytics and algorithmic customer profiling has radically changed the marketing strategies in digital platform businesses through highly specific and data-based personalization. Those technologies enable the platforms to process the large amounts of user behavior data, including browsing history, patterns of interactions, and preferences on content, to produce real-time and personalized recommendations that increase user engagement and decision-making. Davenport et al. (2020) recommend that AI-led systems can enhance customer targeting and experience vastly through information overload reduction and relevance. On the same note, Wedel and Kannan (2016) note that by leveraging advanced analytics in data-intensive settings, firms can move beyond segmentation and target on individuals. On applications like Netflix, it is possible to observe the AI algorithms evolve as user activity is continually learned so that it can refine its user recommendations, creating a dynamic and personalized interface to each user. This process of replacing mass marketing with micro-targeting enhances user satisfaction and boosts the level of engagement, making AI-driven personalization one of the strategic resources of the ecosystem of digital platforms.

2.2 Relationship Marketing and Customer Loyalty
The theory of relationship marketing highlights the value-based relationship marketing as a long-term strategic consideration as opposed to short-term transactional relationships between customers and the company. This is amplified in an environment of digital platform AI-driven personalization, which facilitates immensely relevant and customized interactions that increase the level of customer experience and emotional involvement. Lemon and Verhoeff (2016) state that customer experience in various digital touch points is highly important in creating satisfaction and long-term loyalty. Equally, Kumar and Reinartz (2016) emphasize that the data-based relationship strategies enhance customer retention and lifetime engagement to a considerable extent. Personalized recommendations form a feeling of relevance and comprehension in sites like Netflix, which upholds trust and commitment, which are crucial attributes to the Commitment Trust Theory. Also, the Customer Loyalty Ladder demonstrates the sequence of positive experiences that can be constant to encourage users to switch to active advocacy on a long-term basis. Thus, AI-based personalization is an essential facilitator of relationship marketing as it enhances trust, boosts interaction, and builds customer loyalty in digital environments.
2.3 Customer Lifetime Value (CLV)
Customer Lifetime Value (CLV) is one of the most important strategic metrics since it accounts the total financial contribution a customer brings to a company throughout the period they use their product or service, in this case especially relevant to a digital platform model where subscriptions are required. The retention and further interaction of the customers in such environments are very critical to long-term profitability. The authors also claim that companies that are able to succeed in relationship management with their customers have a large potential to positively influence CLV through increased retention and decreased churn (Gupta et al., 2016). More so, according to Fader and Hardie (2017), predictive analytics and behavioral data are essential in estimating and maximizing customer value. On the platform such as Netflix, the AI-based personalization increases user satisfaction, as it provides the user with the related content, which promotes the desire to use it again and sign up once more. This minimizes the loss of customers and increases the customer relationships. Consequently, CLV emerges as one of the vital metrics of financial performance, proving the role of personalized experiences in bringing direct benefits to long-term profitability in the digital platforms business.
2.4 Data-Driven Competitive Advantage
Strategically, the Resource-Based View (RBV) points out those companies attain sustainable competitive advantage by having resources which are valuable, rare and imitable. The issue of data and analytics has become a strategic resource in the market of digital platforms. McAfee and Brynjolfsson (2017) argue that organizations that are capable of utilizing big data and analytics out-compete their rivals because of the ability to make faster and more informed decisions. On the same note, Wamba et al. (2020) state that data-driven capabilities are important elements that improve the performance of firms because they allow them to understand their customers and achieve operational efficiency. Applications like Netflix use extensive amounts of user data with AI algorithms to continuously enhance the use of personalization and user experience. Furthermore, this advantage is reinforced by network effects, with bigger user bases creating more data to enhance the accuracy of the algorithm and the value of the platform. The capabilities make it difficult to enter the game since they serve as barriers to entry, and the use of AI-driven personalization can be a long-lasting source of competitive advantage in digital platform ecosystems.
2.5 Privacy, Trust and Ethical Concerns
Although the strategic advantages of AI-based personalization are undeniable, the growing interest in the problem of data privacy, ethical data management, and algorithmic disclosure pose significant threats to digital platform businesses. The idea of the consumer privacy paradox emphasizes the fact that consumers desire a personalized experience, but they are also worried about the process of personal data collection and use. Martin and Murphy (2017) confirm that perceived data misuse and lack of transparency are very sensitive factors that cause consumer trust to decline and affect engagement and loyalty. Moreover, legislations like the General Data Protection Regulation (GDPR) have subjected stringent demands to data gathering, consent, and responsibility in online markets. Recent research by Bleier and Eisenbeiss (2015) also demonstrates, the perceived intrusiveness of personalized marketing may decrease its effectiveness in case of failure to maintain trust. In the context of websites like Netflix, transparency and ethical data practices are the only ways to ensure the continued trust of the users. Consequently, there is a high risk to balance the interests of personalization and privacy protection to customer relations and platform sustainability in the long term.
Identified Research Gap
Despite the fact that the recent literature offers valuable information on AI-based marketing and customer loyalty, they are studied to a great extent independently, but not within a strategic framework. Other studies like Davenport et al. (2020) or Wedel and Kannan (2016) concentrate on the use of AI to improve customer targeting, engagement, and decision-making, however, it does not explicitly relate these functions to long-term financial performances like Customer Lifetime Value (CLV) and profitability in digital platforms companies. On the same note, studies of customer experience and customer loyalty, such as the paper by Lemon and Verhoef (2016), describe the ability to retain customers by engaging in engagement, but it does not include AI-based personalization as a key driver of these results. Few studies are starting to investigate the effect of personalization on consumer behavior like Aguirre et al. (2015) and Bleier and Eisenbeiss (2015), but they do not contribute the analysis of the effect of privacy concerns and trust on the relationship between personalization and customer loyalty in the platform-based setting. Moreover, there is an evident absence of applied and platform-specific studies concerning the role of AI-based personalization to the achievement of sustainable competitive advantage and long-term profitability of real-world companies like Netflix. Thus, the gap present in this study is that it builds a comprehensive framework that explores the strategic connections between AI-supported personalization, customer loyalty, CLV, and profitability, and also takes into account the mediating status of privacy issues and trust, thus providing original results that are consistent with the applied MBA research level. 
3. Methodology
3.1 Research Philosophy
This paper uses positivist research philosophy, which focuses on objective analysis, empirical data and applying observable data to test interrelationship between the important variables. The positivist approach is especially suitable in this study since it will enable the study to base on available and verifiable secondary data to investigate the strategic connection between AI-based personalization, customer loyalty, and profitability in digital platform companies. Saunders et al. (2019) argue that positivism is in favor of the structured and evidence-based research yielding reliable and generalizable results. In this regard, the research is not based on subjective interpretations rather on the analyses of the recorded trends, performance indicators and the existing research findings. This would make sure that the conclusions are based on factual evidence and are in line with the practice in the digital platform like Netflix.
3.2 Research Design
The case study research follows the design of qualitative case study and is based on the secondary data analysis method; this method is commonly recognized as an efficient way of studying the complex business phenomenon in the real world. The case study approach allows a thorough analysis of the mechanism of AI-based personalization as a strategically oriented approach in a particular organization. As Yin (2018) notes, case study research is especially appropriate in exploring contemporary issues in real-life situation, typically where phenomenon and context do not have clear boundaries.
This research paper uses Netflix as a focal point of study and the main case study due to the development of AI-based recommendation systems and its status as a major online platform. Instead of gathering primary data by surveys or interviews, the current research is based solely on the secondary data, namely, peer-reviewed academic journals, industry reports, company disclosures, and market analyses. In this way the access to the large-scale and high quality and real-life data is guaranteed and this increases the validity and credibility of the findings.
Analysis of secondary data also enables the research to analyze the actual business performance, customer behavior trend, and strategic performance which may not be easily reflected using self-reported survey data (Johnston, 2017). Moreover, this approach fits well within MBA level research since it allows carrying out the investigation in a critical and analytical manner within the framework of the practical time and resources. The integration of various sources of evidence will help the study to give a comprehensive insight into the effects of AI-based personalization on customer loyalty and profitability, as well as on strategic and ethical issues in digital platform ecosystems.
3.3 Data Collection
The study will use a secondary method of data collection because it is expected to analyse existing, reliable, and large scale data instead of creating primary data by conducting surveys and questionnaires. This method is suitable to study the concept of AI-motivated personalisation in business with digital platforms since this set of phenomena can be best studied using real-life organisational data, business knowledge, and existing scholarly literature as opposed to self-reported perceptions. Johnston (2017) gives an example that the use of secondary data analysis provides researchers with sufficient access to valuable, tested data and allows significant conclusions to be made without the constraints of primary data collection.
The study concentrates on the Netflix as the main case study. Several secondary sources will be used to collect data so as to have depth, reliability, and triangulation of findings. These sources include:
· Academic journal articles to investigate both theoretical and empirical results concerning AI-based personalization, customer loyalty, and Customer Lifetime Value (CLV).
· The industry reports (e.g., McKinsey, Statista, Deloitte) - to analyze the actual tendencies in the sphere of AI implementation, customer interaction, and the profitability of the platforms.
· To assess the impact of AI-based recommendation systems on the interaction with the users, their retention, and growth in the number of subscribers, company reports, and publicly available data (Netflix reports, investor insights) will be used.
· Market research and case studies - to get knowledge of how personalization strategies affect the competitive advantage and business performance in digital platforms.
The gathered data will measure in particular and evaluate:
· How AI-oriented recommendation systems can be used to increase user engagement and viewing behavior.
· How personalization affects retention and subscriptions continuity of customers.
· Customer Lifetime Value (CLV) indicators, including the reduction in churn, and the number of uses.
· The impact of the issue of trust and privacy on user acceptance of personalization.
· The level of AI capabilities contribution in competitive advantage and long term profitability.
This research is based on a combination of several high-quality secondary sources, which allows considering the study a comprehensive, evidence-based analysis of the research problem. The strategy will enhance the credibility of the results and enable a closer insight into the AI-based personalization and its influence on customer loyalty and financial results in digital platform ecosystems. 
3.4 Data Analysis
The data analysis method used in this study is qualitative, that is, thematic analysis, which is used to analyze and interpret the secondary data collected. This method is unlike the quantitative statistical techniques because the research is based on the available academic, industry and company data as opposed to the numeric survey data. It seeks to determine trends, connections, and strategic implications regarding AI-based personalization in the digital platform companies.
The analysis will involve major study variables, which are:
· AI-based personalization: Data analytics and recommendation systems functionality
Customer loyalty (engagement, retention and subscription continuity):
· Customer Lifetime Value (CLV): long term contribution in revenue and less churn
· Trust: relied on and accepted platform practices
· Confidentiality: use of data, transparency, and perceived intrusion
· Profitability: revenue growth and competitive performance indicators.
Thematic analysis is going to be performed through the systematic review and coding of data collected through various sources, including academic sources, industry reports, and company insights regarding Netflix. The major trends will be defined based on the similarities in trends across the data, including the effects of personalization on engagement, the connection between retention and loyalty, and how the issues of trust and privacy issues affect the user behavior.
More so, to observe the interaction and effect of these variables on each other the comparative analytical approach will be applied. As an illustration, the paper will examine the positive effect of AI-driven personalization on customer loyalty, the positive effects of loyalty on CLV and profitability, and the moderating effect of privacy issues on this relationship on the trust of users.
By doing this, it is possible to thoroughly, contextually, and strategically comprehend the relationships among the study variables so that they are based on evidence in the real world. It also increases the validity of the study by incorporating various sources of data that further allows developing a thorough assessment of the role of AI-based personalization in the development of customer behavior and business performance in the ecosystem of digital platforms. 
3.5 Ethical Considerations
The research follows high ethical standards required of research based on secondary data as it is important that information is used and analyzed responsibly in the course of the research. Since the research is not based on primary data or work with the participants directly, such problems as the informed consent or the anonymity of the participants are not relevant. Rather, the study addresses ethical use of publicly available and credible sources such as academic journals, industry reports and company data of Netflix. All information will be utilized in un-academic functions, and due credence and reference given to prevent plagiarism and achieve academic honesty. Also, the research will adhere to the applicable principles of data protection, such as the principles of the General Data Protection Regulation (GDPR) by not using any personal or sensitive information. It will also be ensured that there are no biases, misinterpretations and inaccuracies in all the interpretations and analyses. This will help the research to be transparent, credible and ethical in the course of the research.
4. Expected Findings
It is hoped that the results of this research will reveal that AI-based personalization is a key strategic way of increasing customer loyalty and business performance on digital platform ecosystems, especially in the example of Netflix. It is highly likely that the analysis will show that highly advanced recommendation systems will achieve high user experience through providing considerably relevant and customized content, which will elevate the level of user engagement, length of viewing, and resulting satisfaction. This, in its turn, will increase customer loyalty, as it will promote further use of the platform and retention of the long-term subscriptions. Also, the research is expected to demonstrate a significant correlation between Customer Loyalty and Customer Lifetime Value (CLV) wherein long-term interaction and decreased turnover are the direct results of creating long-term revenue and profitability. Nonetheless, the results could also point to the fact that this relationship can be undermined by the privacy issues and the perceived intrusiveness of the data as well as the lack of trust in the platform by the users. Thus, the research is likely to expose a set of findings that although AI-based personalization is a potent engine of competitive strength and financial success, its implementation requires well-defined data-related practices and ethical management, which is paramount to securing customers and achieving success in the long term.
5. Limitations
Despite the fact that this research draws useful results, a few limitations should be identified. To begin with, the study is fully grounded on secondary data, which implies that its results will rely on the presence, quality, and correctness of the available academic and industry sources. This can reduce the possibility of getting real time user perception or current change in consumer behaviour. Second, the research is on a single case study of Netflix, which can limit the externalisation of the results to other digital platforms or industries whose business models are different. Third, a qualitative case study design does not allow defining the direct causal interdependence of variables, including personalisation, loyalty and profitability because the analysis is not conducted statistically but rather as an interpretation. Also, there is a possibility of bias due to the interpretation of secondary sources or the selective reporting of industry data. The scope of the reviewed sources may also be constrained by time. To minimize such constraints, the research is conducted in the form of a triangulation, i.e. by employing a number of valid sources that may serve to increase reliability, validity, and the overall credibility of the research results.



7. Conclusion
The current research proposal will analyze strategic implications of AI-based personalization on customer loyalty and profitability in digital platform based business with the specific example of Netflix. Combining some of the most prominent theoretical approaches to relationship marketing, Customer Lifetime Value (CLV), and data-specific competitive advantage, the research has a solid academic basis in recognizing the role of AI technologies in the customer behavior and business performance formation. The overall methodology adopted, based on qualitative, secondary data, approach is feasible and evidence-based, which is appropriate to MBA-level research. In general, the paper should help to develop valuable information on how digital platforms can utilize AI-based personalization to improve customer relationships, sustain trust, and realize sustainable profitability in an ever-data-driven business environment.











8. References
Aguirre, E., Mahr, D., Grewal, D., de Ruyter, K. and Wetzels, M. (2015) ‘Unraveling the personalization paradox: The effect of information collection and trust-building strategies on online advertisement effectiveness’, Journal of Retailing, 91(1), pp. 34–49.
Bansal, S. and Rana, P. (2024) ‘AI-driven marketing vs human-centric marketing: A systematic literature review’, Journal of Advanced Management Studies. Available at: https://jams.datatablets.com/index.php/j/article/download/89/75/132 (Accessed: 10 March 2026).
Bishnoi, K. (2023) ‘The role of marketing analytics in strategic decision-making’, International Journal of Novel Research and Development. Available at: https://www.ijnrd.org/papers/IJNRD2310422.pdf (Accessed: 10 March 2026).
Bleier, A. and Eisenbeiss, M. (2015) ‘The importance of trust for personalized online advertising’, Journal of Retailing, 91(3), pp. 390–409.
Braun, V. and Clarke, V. (2006) ‘Using thematic analysis in psychology’, Qualitative Research in Psychology, 3(2), pp. 77–101.
Chen, J., Dong, H., Wang, X. et al. (2020) ‘Bias and debias in recommender systems: A survey’. Available at: https://arxiv.org/abs/2010.03240 (Accessed: 10 March 2026).
Davenport, T., Guha, A., Grewal, D. and Bressgott, T. (2020) ‘How artificial intelligence will change the future of marketing’, Journal of the Academy of Marketing Science, 48(1), pp. 24–42.
D’Souza, D. (2026) ‘Data-driven personalization in digital marketing and its effect on customer retention’, International Journal of Creative Research Thoughts. Available at: https://www.ijcrt.org/papers/IJCRT2601143.pdf (Accessed: 10 March 2026).
Fader, P.S. and Hardie, B.G.S. (2017) ‘Customer-base valuation in a contractual setting’, Marketing Science, 36(2), pp. 174–190.
Gupta, S., Hanssens, D., Hardie, B., Kahn, W., Kumar, V., Lin, N., Ravishanker, N. and Sriram, S. (2016) ‘Modeling customer lifetime value’, Journal of Service Research, 9(2), pp. 139–155.
Johnston, M.P. (2017) ‘Secondary data analysis: A method of which the time has come’, Qualitative and Quantitative Methods in Libraries, 3(3), pp. 619–626.
Kumar, V. and Reinartz, W. (2016) ‘Creating enduring customer value’, Journal of Marketing, 80(6), pp. 36–68.
Lemon, K.N. and Verhoef, P.C. (2016) ‘Understanding customer experience throughout the customer journey’, Journal of Marketing, 80(6), pp. 69–96.
McKinsey & Company (2021) The state of AI in 2021. Available at: https://www.mckinsey.com (Accessed: 10 March 2026).
Saunders, M., Lewis, P. and Thornhill, A. (2019) Research Methods for Business Students. 8th edn. Harlow: Pearson.
Schelenz, L., Segal, A. and Gal, K. (2020) ‘Applying transparency in AI-based personalization systems’. Available at: https://arxiv.org/abs/2004.00935 (Accessed: 10 March 2026).
Statista (2024) Netflix statistics and user engagement data. Available at: https://www.statista.com (Accessed: 10 March 2026).
Wedel, M. and Kannan, P.K. (2016) ‘Marketing analytics for data-rich environments’, Journal of Marketing, 80(6), pp. 97–121.
Wamba, S.F., Gunasekaran, A., Akter, S., Ren, S.J.F., Dubey, R. and Childe, S.J. (2020) ‘Big data analytics and firm performance’, Journal of Business Research, 70, pp. 356–365.
Yin, R.K. (2018) Case Study Research and Applications: Design and Methods. 6th edn. Thousand Oaks, CA: Sage.
Zuboff, S. (2019) The Age of Surveillance Capitalism. New York: PublicAffairs.




image1.png
Prifysgol Cymru
::. Y Drindod Dewi Sant

g University of Wales
Trinity Saint David




