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[bookmark: _Toc437986025]Executive summary
China presents both immense opportunities and formidable challenges for streaming platforms like Netflix. With over 1.4 billion people, advanced tech infrastructure, and a growing middle class, the country offers significant potential for subscriber growth. However, strict regulation, established local streaming giants, and a unique digital environment create barriers to entry. This report evaluates Netflix’s chances and recommends a focused entry strategy. Using PESTLE, Porter’s Five Forces, and VRIO, it finds that while censorship, licensing, and data laws limit access, rising incomes and digital use drive demand for streaming. To succeed, Netflix must prioritise regulatory compliance, cultural adaptation, and local content. Dominant Chinese services—Tencent Video, iQIYI, and Youku—have close ties with regulators and local partners. While Netflix’s platform and brand are strong, a market-entry partnership or joint venture is essential to ensure compliance and content relevance. Building a tailored China portfolio and gradually rolling it out are critical steps. Regular performance reviews through a Balanced Scorecard and creating value under a Triple Bottom Line framework are also recommended. Ultimately, Netflix can only succeed in China by pursuing disciplined, locally driven strategies, forming robust partnerships, and adapting global strengths to Chinese expectations.
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[bookmark: _Toc1183399809]Introduction 
What can we learn about strategic agility from Netflix, a leader in the entertainment industry? This report argues that Netflix’s ability to maintain market leadership stems from its disciplined approach to strategic management and adaptive decision-making. By learning from both achievements and setbacks, as Kools and George (2020) observe, Netflix adapts to shifting conditions and secures a sustainable competitive advantage. Since the 1970s, strategic management has focused on how organisations develop and sustain strategies for long-term success (O'Shannassy, 2015).
Organisational structure and strategic alignment drive firm performance by enabling efficient resource allocation and cohesive strategy implementation (Chatzoglou et al., 2018; Gavurova et al., 2020). In an era of globalisation and digital disruption, strategic agility is essential for competitiveness. This report demonstrates, through the Netflix case, how agility—embodied in a highly adaptive organisational structure—enables rapid response to market shifts and consumer demands, directly supporting sustained market leadership.
This report uses Netflix to illustrate how strategic management and decision-making sustain market leadership through industry and consumer shifts. Netflix’s agility and responsiveness are central to its global growth, particularly in complex but high-potential markets such as China. Despite strict regulations and local rivals like iQIYI (Kokas, 2020), China remains compelling given its 1.4 billion digitally savvy consumers and significant expansion of its entertainment market (Statista, 2025).
[bookmark: _Toc349291085]Netflix: Current Situation
Netflix was founded in 1997 by Reed Hastings and Marc Randolph in the United States. It started as a DVD rental company and later became a global streaming leader (Challa & Jena, 2024).
Netflix’s mission is "to entertain the world," with a vision of providing accessible, high-quality, and diverse entertainment for a global audience. Netflix differentiates itself through its broad on-demand library, robust portfolio of original productions exclusive to the platform, and the integration of innovative interactive experiences, all offered via a user-friendly subscription model.
In recent years, Netflix has expanded to over 190 countries and now has more than 230 million subscribers (Lotz, Eklund, & Soroka, 2022). Its success stems from offering both licensed content and original shows—such as Stranger Things, The Crown, and Squid Game—that attract viewers and build brand loyalty, thereby securing its status as a digital entertainment leader (Challa & Jena, 2024; Lotz, Eklund, & Soroka, 2022).
Several strategic capabilities underpin Netflix’s continued growth and distinguish it from competitors. Its advanced technological infrastructure ensures reliable streaming and scalability across diverse markets. High brand recognition and a strong portfolio of original content reinforce its credibility. The use of advanced analytics enables precise audience targeting and personalised recommendations. Extensive global experience provides critical insight for cultural adaptation and regulatory compliance, further differentiating Netflix within the industry.
As a leading global streaming provider, Netflix aims to deliver engaging content accessible at any time and from any location. Its strategic objectives encompass global expansion, subscriber growth, increased investment in original programming, technological innovation, and sustained long-term profitability.
Established in 1997, Netflix is publicly traded. It trades on NASDAQ (NFLX) and uses standard governance, including a Board, executives, and shareholder oversight (Curry, 2025). Reed Hastings became Executive Chairman after stepping down as CEO in 2023, while Greg Peters and Ted Sarandos now share the CEO role, providing stable leadership. Organisationally, Netflix employs a decentralised, function-based structure, which enables effective management of content creation, technology, marketing, and operations across diverse local markets. Operating in a rapidly evolving industry, the company must continuously adapt to technological advancements and shifting consumer preferences. Netflix also faces increasing competition from global and regional streaming providers, including Disney+, Amazon Prime Video, and iQIYI.
Netflix’s core offering centres on the streaming of films, series, documentaries, and original productions—collectively branded as "Netflix Originals." The company provides various subscription tiers, including ad-supported options introduced in 2022. With operations spanning more than 190 countries, Netflix maintains a strong presence in North America, Europe, and Latin America. It is also pursuing selective expansion in parts of Asia.
In 2025, Netflix reported revenues exceeding $ 39 billion (Curry, 2025). This growth came mainly from more subscribers and increased ad income. Strong cash flow lets Netflix keep investing in content, giving it an edge in global streaming.
[bookmark: _Toc404360204]Target Market
China represents a significant international expansion opportunity for Netflix due to its large scale, advanced digital infrastructure, and rapidly evolving demand for online entertainment. With 1.4 billion consumers and a fast-growing middle class, China offers substantial long-term potential for subscriber growth. However, Kokas (2020) identifies considerable challenges for global organisations; for example, Google exited the Chinese market due to regulatory obstacles. China’s market is highly digitalised, with widespread mobile connectivity and strong broadband penetration, and its population demonstrates sophisticated media consumption habits. As a result, demand for premium streaming content, particularly international films, series, and high-quality domestic productions, continues to increase. Tufte, Jin, and Wu (2016) note that these trends are supported by rising disposable incomes in China.
Jeffreys and Xu (2023) highlight that the Chinese government has invested in developing the world's largest media and entertainment market, supported by regulatory frameworks intended to promote a “soft power” presence domestically and internationally. China’s entertainment industry is undergoing significant transformation, driven by government investment in digital media and a shift from traditional television to online platforms. While regulatory constraints and strong domestic competitors present challenges, they also create opportunities. Strategic partnerships, content localisation, and co-production ventures may facilitate market entry. Expanding into China enables Netflix to access a large, dynamic, and commercially attractive market, aligning with its global growth objectives.
Taken together, these characteristics make China’s entertainment market not only challenging but also highly attractive to international services like Netflix, setting the stage for strategic expansion.
[bookmark: _Toc2078260966]Comprehensive Strategic Analysis
Expanding into China represents a pivotal strategic opportunity for Netflix, offering access to a vast consumer base, a sophisticated digital ecosystem, and a rapidly expanding entertainment sector. However, formidable challenges—including stringent regulations, entrenched local competitors, and pronounced cultural distinctions—demand rigorous executive scrutiny. This analysis equips Netflix’s board with actionable insights for decisive market entry. Leveraging PESTLE and Porter’s Five Forces, we deliver a robust external audit of China, highlighting key forces shaping strategic direction. The subsequent internal audit evaluates Netflix’s assets, capabilities, and competitive standing using the VRIO model and value chain analysis. This comprehensive assessment informs Netflix’s executive approach to the Chinese market.
[bookmark: _Toc253564526]1. PESTLE Analysis
PESTEL analysis acts as a strategic powerhouse, unlocking insights into the macro-environment’s far-reaching external forces that shape entire industries and businesses. As de Sousa and Castañeda-Ayarza (2022) highlight, these forces drive transformation and define the competitive landscape.
[bookmark: _Toc209231532]Political Factors
China maintains strong state intervention, especially in the media, digital, and cultural industries. Foreign streaming platforms face licensing, censorship, and data localisation restrictions. Jeffreys and Xu (2023) state that China’s entertainment sectors are tightly regulated to bolster domestic industries and advance national "soft power." These rules create significant entry barriers. Government intervention could mean stricter licensing amid political tensions, further limiting content and platform operations. Heightened data localisation could arise from national security efforts, increasing compliance challenges. A sudden shift in censorship laws may follow changes in government or international relations, resulting in greater controls. Given these risks, partnering with a state-linked company may be the best way to navigate these political complexities.
[bookmark: _Toc2065939429]Economic Factors
China represents one of the world’s largest and fastest-growing digital economies, with 579 million online users compared to 212 million in the US (Zhuge, 2018). Rising disposable incomes, an expanding urban middle class, and strong consumer appetite for online entertainment create favourable economic conditions. The country’s subscription video-on-demand (SVOD) market has grown rapidly, driven by increasing broadband penetration and widespread adoption of mobile streaming (Zhuge, 2018). Despite economic fluctuations, consumer spending on entertainment remains resilient. For Netflix, this suggests strong long-term revenue potential, although price sensitivity and local competition may shape pricing strategies.
[bookmark: _Toc1587051446]Social Factors
Chinese consumers are among the most active digital users globally. Their viewing habits reflect mobile-first consumption, interactive features, and strong links between social media and entertainment. Zhuge (2018) shows that video consumption in China is deeply intertwined with social networking. Users engage via comments, reposts, and community recommendations. This “social layer” on video platforms such as Bilibili and Tencent Video creates a participatory culture fundamentally different from that in Western markets. To succeed, Netflix should enhance social interactivity, localisation, and culturally relevant storytelling. Jeffreys and Xu (2023) note the state’s growing regulation of celebrity culture and online fan communities. Netflix must tailor content responsibly. Understanding Hofstede's cultural dimensions, like collectivism and power distance, can clarify these patterns. Collectivism emphasises group-based interaction, making platforms that support shared experiences more appealing. High power distance may shape perceptions of authority and celebrity influence online. Netflix should design content and platforms that respect these nuances.
[bookmark: _Toc1372474373]Technological Factors
China has advanced digital infrastructure, extensive 5G networks, and strong AI (Li et al., 2022). Domestic platforms feature recommendation algorithms, interactive tools, and mobile integration. Even with Netflix’s technology, Zhuge (2018) notes that Chinese platforms form hybrid ecosystems that blend streaming, social networking, and community interaction. To respond, Netflix should adapt its interface by adding social features, deeper community interaction, and tighter mobile integration to compete with these multifunctional platforms.
[bookmark: _Toc968335873]Legal Factors
Beyond content laws and censorship, China mandates that foreign media companies operate through domestic partnerships, as noted by Jeffreys and Xu (2023). While intellectual property protections are improving, enforcement inconsistencies persist. Data and cybersecurity statutes impose complex compliance demands (Song, 2024). Netflix leadership must execute a rigorous compliance protocol to address these legal requirements and safeguard operational integrity.
[bookmark: _Toc1873046320]Environmental Factors
While streaming’s environmental impact is limited, China’s acceleration toward digital efficiency and low-carbon technology may influence infrastructure strategies (Zhao, et al., 2023). Netflix’s cloud-centric model can align strategically with Chinese sustainability mandates, if data centre operations meet local environmental standards.
[bookmark: _Toc1889635049]2. Porter’s Five Forces Analysis
Porter’s Five Forces framework empowers organisations to outmanoeuvre competitors and master market dynamics by driving strategic reinvention and cultivating a bold, expansive competitive vision (Mahat, 2019).
[bookmark: _Toc517012524]Competitive Rivalry (High)
The Chinese SVOD market is led by Tencent Video, iQIYI, Youku, and Bilibili—all backed by major gaming, social media, and e-commerce firms (Kokas, 2020). These platforms combine streaming and social features, which drive user engagement in China (Zhuge, 2018). Domestic rivals command loyalty and foster intense competition.
[bookmark: _Toc1830418276]Threat of New Entrants (Low)
Even amid the growing allure of the Chinese market, Netflix faces significant entry barriers, primarily regulatory (Jeffreys and Xu, 2023). Restrictions on licensing and content requirements pose significant challenges, making it crucial for Netflix to consider alliances or joint ventures with local firms to mitigate these structural barriers (Zhao, 2018). Besides these regulatory challenges, Netflix must also address the capability hurdles presented by local consumer preferences and content demands. Investing in local content expertise through partnerships or hiring locally can help bridge this gap. By separating these challenges, Netflix can better navigate the landscape through strategic external alliances and targeted internal investments.
China’s entertainment includes short-video apps like Douyin, social streaming, gaming, live commerce, and user-generated content. Zhuge (2018) notes that blending video and social networking increases substitution risk as users move between formats.
[bookmark: _Toc1774024791]Bargaining Power of Buyers (Moderate)
Netflix’s executive team must rigorously evaluate the feasibility of premium pricing amidst intense local competition (Kokas, 2020). Strategic consideration of ad-supported models or competitive pricing tiers will be essential to secure market share in China’s price-sensitive SVOD environment.
[bookmark: _Toc2106528553]Bargaining Power of Suppliers (High)
Local production entities, talent, and studios wield substantial negotiating power, often favouring exclusive partnerships with dominant players (Jeffreys and Xu, 2023). Regulatory frameworks further limit access to foreign content, compelling Netflix to invest in strategic co-productions and local content (Song, 2024). Executives should reframe these partnerships not solely as compliance, but as catalysts for creative innovation and capability development. By positioning suppliers as collaborative innovation partners, Netflix leadership can shift bargaining dynamics, gain unrivalled market insights, and shape emerging consumer trends.
[bookmark: _Toc1077404972]Internal Audit
A robust internal audit is indispensable for executive understanding of Netflix’s organisational capabilities, strategic strengths, and limitations relevant to entering the Chinese market. This assessment applies the VRIO and Value Chain Analysis frameworks to rigorously evaluate Netflix's resources, core competencies, and value-creation activities, shaping its competitive posture. Key issues surfaced through this audit will be directly aligned to external market demands, enabling data-driven leadership decisions.
[bookmark: _Toc695233809]VRIO
VRIO analysis acts as a strategic spotlight, illuminating the unique resources and capabilities that fuel sustained competitive advantage (Fisher, Wisneski, and Bakker, 2020; Kodono, Y., Zhang, Q. and Yan, W. 2020). The VRIO framework enables Netflix leadership to assess whether key resources and capabilities are Valuable, Rare, Inimitable, and Organised to deliver sustained strategic advantage. This diagnostic is essential for executives assessing Netflix’s readiness to enter highly regulated, competitive markets such as China.
[bookmark: _Toc1984484403]Brand Reputation and Global Market Position
Netflix’s global brand stands as an industry benchmark for original content quality, innovation, and consumer focus (Shah, 2025). While this reputation is invaluable among Western audiences, Chinese platforms such as iQIYI, Youku, and Bilibili already command strong market loyalty (Zhuge, 2018). Netflix’s brand is globally distinctive, but local recognition remains underdeveloped due to prior absence. Executives must strengthen brand equity in China through influential partnerships and strategic local branding to enhance competitive advantage.
[bookmark: _Toc1941727701]Data Analytics and Personalisation Algorithms
Netflix’s proprietary recommendation algorithms constitute a formidable competitive edge—increasing engagement, retention, and content discovery—and are rarely matched by competitors due to the company’s advanced data infrastructure (Xheni Simaku, 2022). However, to maximise advantage in China, Netflix executives must mandate significant adaptation of these capabilities to comply with local data regulations and align with China’s unique viewing behaviours shaped by social influence. Strategic localisation is essential to fully leverage this differentiator.
[bookmark: _Toc1471380248]Content Library and Original Productions
Netflix’s global library, including acclaimed originals such as The Crown and Stranger Things, offers a rich and diverse pool of exclusive content (Zhuge, 2018). This resource is valuable internationally and partly rare, but not entirely suitable for China due to strict censorship and regulatory frameworks (Jeffreys and Xu, 2023). The difficulty of imitation is high, but irrelevant if the content does not pass approval. As a result, Netflix’s original content advantage is constrained by regulatory barriers. To address this, Netflix must invest in Mandarin-language co-productions and collaborations with Chinese studios to build a locally compliant and culturally aligned content portfolio.
[bookmark: _Toc1408346888]Organisational Culture and Leadership
Netflix is known for its culture of innovation, autonomy, and agility, encapsulated in its “Freedom and Responsibility” ethos (Jeffreys and Xu, 2023; Kokas 2020). This culture is valuable, enabling rapid decision-making and creative experimentation. However, Chinese markets demand strong regulatory alignment, hierarchical collaboration, and political sensitivity (Jeffreys and Xu, 2023; Song, 2025). Netflix must therefore adjust its operational style when working with state regulators and domestic partners. Although well-organised for global markets, Netflix’s organisational culture requires adaptation to function effectively within China’s institutional boundaries.
[bookmark: _Toc33515137]Financial Resources
Netflix’s strong financial capacity—including significant investments in content and global expansion—allows it to absorb regulatory costs, negotiate partnerships, and fund substantial localisation initiatives (Netflix INC, 2025). This resource is valuable but not rare, as Chinese competitors backed by Tencent, Baidu, or Alibaba possess equal or greater financial power (Shen, 2020). Thus, Netflix’s financial capability is a necessary but not differentiating advantage in China.
[bookmark: _Toc1631486277]Key Issues Emerging from VRIO
Netflix’s strongest VRIO advantages—including its algorithms, brand, and content capabilities—are not fully transferable to China without significant localisation. Regulatory barriers weaken the value of its global content library, so Netflix must focus on developing local co-productions, adapting algorithms, and localising its platform to achieve differentiation. Strategic partnerships are also essential to overcome institutional and organisational challenges in the Chinese market.
[bookmark: _Toc1562986993]Value Chain Analysis
Value chain analysis is a powerful lens for uncovering how each business activity adds value, transforming raw inputs into competitive advantage. Popularised by Michael Porter, this approach empowers firms to strategically analyse, optimise, and differentiate every stage of their operations (Azalie & Kamarulzaman, 2022; Pratiwi et al., 2024; Ruan, 2020). Understanding these processes helps determine how Netflix must adapt to operate effectively in China.
[bookmark: _Toc937663825] Inbound Logistics: Content Acquisition and Licensing
Netflix’s inbound coordination relies on acquiring global licensing rights and developing original content (Asmar, Raats, and Van Audenhove, 2025). In China, foreign content acquisition is heavily restricted, and licensing requires state approval. This stage must shift toward localised acquisition through co-productions and content partnerships with Chinese studios aligned with cultural policy guidelines.
[bookmark: _Toc1747230532]Operations: Streaming Platform and Algorithm Development
Netflix’s operations include platform development, encoding, algorithm tuning, and cloud infrastructure (AWS) (Asmar, Raats, and Van Audenhove, 2025). These activities are central to its value creation. However, Chinese regulations require data storage within China and ban the use of foreign cloud providers for media content. Netflix would need to migrate operations to local cloud partners (e.g., Alibaba Cloud), adapt data-processing practices, and redesign algorithms to fit China is social–video ecosystem.
[bookmark: _Toc833815482]Outbound Logistics: Content Delivery
Netflix leverages global Content Delivery Networks (CDNs) to deliver high-quality streaming. In China, content delivery must comply with the Great Firewall and local bandwidth regulations (Kodono, Zhang, and Yan, 2020). Partnering with Chinese telecom providers (China Mobile, China Unicom) would be crucial to maintain streaming quality.
[bookmark: _Toc1792019838]Marketing and Sales
Netflix’s marketing traditionally emphasises digital promotion, trailers, and personalised recommendations. However, Zhuge (2018) highlights that in China, content consumption is embedded within social networking ecosystems. As a result, Netflix must integrate with WeChat, Weibo, and Douyin and adopt fan-driven promotional strategies familiar to Chinese audiences (Zhang, and Cassany, 2020). Joint marketing with partners (e.g., Tencent) is essential.
[bookmark: _Toc450874904]Service: Customer Experience and Support
Netflix excels in intuitive UI design and customer support. However, Chinese consumers expect interactive viewing experiences such as real-time comments (danmu), live chats, and community forums (Zhang, and Cassany, 2020). These features must be integrated to match domestic platform standards and user expectations.
[bookmark: _Toc2045779510]Support Activities
Netflix’s support activities in China must focus on developing mobile-first and social features, building local teams with regulatory expertise, prioritising procurement from local studios and talent, and operating under joint venture structures that comply with government requirements.
[bookmark: _Toc1889819733]Strategy Formulation
Strategy formulation is the critical process through which an organisation develops strategic choices and action plans that align internal strengths with external opportunities and constraints. This process requires selecting ambitious growth paths, thoroughly assessing competitive dynamics, and effectively deploying resources to achieve long-term objectives (Watts, Cope, and Hulme, 1998). For Netflix, robust strategy formulation is essential following an internal audit that revealed significant challenges, including regulatory restrictions, localisation demands, and partnership requirements in China. Employing a structured strategic framework is necessary to determine the most effective market-entry and growth strategies.
[bookmark: _Toc1897877404]Key Strategy Formulation Options
[bookmark: _Toc1463794051]Ansoff Matrix
Market Penetration – Expanding reach within existing markets through pricing strategies, marketing initiatives, or increased content investment. This approach leverages Netflix’s scale to achieve potential cost advantages and differentiates the service by broadening feature offerings in established markets.
2. Product Development – Developing new products or content for existing global subscribers. This strategy supports differentiation by introducing distinctive and innovative content that sets Netflix apart from local competitors.
3. Market Development – Expanding into new geographic markets, particularly those with significant growth potential, such as China. This strategy utilises a focus advantage by targeting specific regions and customising offerings to meet local demands.
4. Diversification – Expanding into related or unrelated sectors, including gaming, merchandise, or live entertainment. This approach enables Netflix to achieve differentiation by offering a broader range of entertainment experiences that complement its core streaming services.
 Competitive Positioning (Porter’s Generic Strategies) 
 Porters' generic strategies are concerned with employing differentiation, cost leadership, or focus strategies (Dixit, 2024). Each approach seeks to establish a competitive advantage within China’s five-forces environment by addressing specific consumer needs and market gaps.
Portfolio Management (BCG Matrix) 
Is the allocation of resources to "stars," "cash cows," or "question marks." This method can improve cost efficiency and resource allocation, supporting optimal strategic positioning across business segments (Hung, and Wang, 2024).
[bookmark: _Int_0jp7ElUq]Among various frameworks, the Ansoff Growth Matrix is the most appropriate for addressing Netflix’s strategic challenge. The primary requirement is market development and localisation, rather than cost competition or portfolio management. The Ansoff model specifically addresses market entry through product adaptation, which aligns with Netflix’s situation in China. In contrast, frameworks such as Porter’s Generic Strategies and the BCG Matrix do not prioritise market entry and adaptation to the same extent. Porter’s strategies focus on competitive advantage in established markets, while the BCG Matrix emphasises resource allocation among existing segments. The Ansoff Matrix, introduced by Igor Ansoff in 1965, facilitates market expansion by enabling firms to analyse and pursue high-impact opportunities (Watts, Cope, and Hulme, 1998).
Application of the Ansoff Growth Matrix
1. Market Penetration (Not Suitable for China)
Market penetration enhances Netflix’s existing subscriber base; however, this approach is not applicable in China, as Netflix currently lacks a direct market presence there (Jeffreys and Xu, 2023). While global penetration is important, it does not address the specific opportunities or constraints in China, such as regulatory barriers, censorship, or domestic competition. Therefore, this strategy does not resolve the internal and external challenges previously identified.
2. Product Development (Partially Relevant)
Product development introduces new offerings for Netflix’s existing markets, including interactive content, gaming, or social-video features. Although this enhances Netflix’s overall competitiveness, it cannot serve as the primary strategy for China on its own. Nevertheless, it highlights the necessity for platform features such as danmu (real-time comments) (Zhang and Cassany, 2020) and improved social networking integration, which are essential to Chinese video consumption patterns (Zhuge, 2018). Product development is, therefore, a critical supporting strategy for market success.

3. Market Development (Primary Recommended Strategy)
Market Development, which involves delivering tailored services in a new region, represents the most suitable approach for Netflix’s expansion into China. The internal audit indicates that Netflix’s brand, personalisation, and content will be effective only if adapted to China’s regulatory and cultural context. Market Development is essential because it emphasises modifying the existing platform and content model, entering a dynamic new market, and implementing strategic adaptation through local partnerships.
To operationalise Market Development in China, Netflix’s strategy must include:
a) Joint Ventures or Partnerships
Due to regulatory restrictions on foreign media ownership, forming partnerships with established Chinese firms such as Tencent, Alibaba, or Baidu is essential (Jia and Winseck, 2018). Such collaborations facilitate licensing approvals, data localisation, and the integration of social networking features.
b) Local Content Production
China’s entertainment sector is shaped by state priorities that emphasise “cultural confidence” and the promotion of socialist values (Komisarof and Akaliyski , 2018). Netflix should intentionally develop a Mandarin-language content portfolio through co-productions that align with these policy objectives.
c) Platform Adaptation
The internal audit identified a gap between Netflix’s platform and prevailing Chinese digital habits. The service should incorporate real-time comments (danmu), mobile-centric design, and integration with platforms such as WeChat and Douyin to ensure user adoption.
4. Diversification (Limited Relevance but Supporting Strategy)
Diversification into gaming or live entertainment, although not a primary strategy, is important for enhancing long-term competitiveness within China’s cross-platform ecosystem. These initiatives should be implemented after market development has been established.
Recommended Strategy: Market Development with Localised Product Adaptation
The internal audit and Ansoff framework indicate that Market Development, supported by targeted local product adaptation, is the recommended strategy. This approach directly addresses key challenges, including regulatory barriers, the need for content and algorithm localisation, forming alliances with domestic platforms, accommodating social-driven consumption patterns, and adapting Netflix’s platform for Chinese users.
The recommended approach is therefore:
First, Netflix should enter China through a joint venture as part of a Market Development strategy (Kokas, 2020). Second, this entry should be supported by localised product adaptation, ensuring that both platform and content offerings meet China’s cultural, regulatory, and technological requirements. These two steps directly address Netflix’s strategic challenges in the Chinese market. This approach leverages Netflix’s internal strengths while recognising the realities of China’s external environment, positioning the company for sustainable long-term growth.
Strategy implementation
To establish strategic partnerships and joint ventures, Netflix must assess potential partners for regulatory access, content assets, and platform strength. After identifying suitable partners, negotiations should address ownership, data control, content rights, and profit-sharing (Kokas, 2020). A joint governance structure combining Netflix leadership with a local board will ensure informed, collaborative decisions that respect local insights. 
Moving forward, Netflix needs to prioritise regulatory alignment and compliance. It is essential to establish a Regulatory Compliance Office within the China joint venture to ensure compliance with stringent regulations issued by authorities such as the National Radio and Television Administration (NRTA) and the Cyberspace Administration of China (CAC) (Kokas, 2020). A dedicated content review team will be formed to screen productions in line with NRTA requirements. Additionally, it is vital to ensure that user data is stored on local servers and processed in accordance with China's data sovereignty laws, while algorithms must be adapted to align with cultural and political norms, avoiding themes that could be deemed unacceptable (Lin, et al. 2020).
To effectively meet the demands of the Chinese market, Netflix must foster a local content production and co-creation ecosystem (Frater, and Ramachandran, 2018). This involves partnering with Chinese studios, screenwriters, and production houses to develop original Mandarin series and films, thereby creating a “Netflix Originals China” label under joint venture oversight. Investing in talent development initiatives, script incubators, and regional production hubs will further enhance content creation. Utilising localised, regulated data analytics will help identify genre preferences, such as historical dramas, youth romance, and variety shows, ensuring the content is culturally resonant.
Netflix’s internal audit shows its global platform lacks features essential for China’s digital ecosystem. The interface should be re-engineered to include danmu commentary, discussion spaces, and personalised homepages for Chinese users. Integrating WeChat Pay, Alipay, and a mobile-first interface is necessary. A localisation engineering team in Shanghai or Shenzhen will support ongoing adaptation.
For effective implementation, Netflix should reorganise by creating a China Strategy and Operations Unit within the Asia-Pacific segment, appointing bilingual managers with experience in the Chinese digital industry, adapting HR practices to comply with Chinese regulations, and developing cross-cultural training for global teams collaborating with Chinese partners. 
Netflix's marketing approach in China must be culturally nuanced and platform-specific, including campaigns on Weibo, Douyin, and Bilibili, as well as influencer collaborations. These efforts demonstrate Netflix’s commitment to local engagement and support its success in China.
Financial Plan 
A robust financial plan is essential to ensure that Netflix’s entry into the Chinese market is both strategically feasible and economically sustainable. The plan should outline projected costs, expected revenue streams, investment priorities, and the financial implications of forming a joint venture (JV) with a licensed Chinese streaming partner.
The initial investment should focus on three main areas: regulatory compliance costs, such as data localisation infrastructure, cybersecurity upgrades, and content approval processes; local content development, including securing Chinese production partnerships, talent contracts, studio rentals, and post-production capacity; and technology optimisation, which involves adapting Netflix’s platform to local consumer expectations, such as mobile-first streaming and danmu-style interactive features (Zhuge, 2018). The estimated initial investment for market entry is likely to range from $300 to $500 million over three years, consistent with the scale of other global market launches.
Given the regulatory environment, Netflix cannot operate independently and must share revenues with its joint venture (JV) partner (Kokas, 2020; Frater and Ramachandran, 2018). Expected revenue sources include subscription revenue from a tiered pricing model targeting mass-market mobile consumers, licensing revenue by selling selected Netflix Originals to Chinese platforms, local production revenue from co-produced films and series distributed in both China and international markets, and advertising revenue if the JV adopts an ad-supported tier, which is significant in China’s AVOD-dominant streaming market.
Based on market benchmarks, Netflix could aim to reach 15–20 million subscribers within five years, generating annual revenues of $800 million to $1.2 billion, depending on pricing and JV revenue splits.
To address power-distance dynamics, the governance structure should be clarified to specify the allocation of decision rights that respect hierarchical expectations while protecting creative freedom (The Culture Factor Group, 2025). A balanced board composition with equal representation from both Netflix and the JV partner can assure strategic control and cultural fit.
Regarding costs and financial structure, key cost drivers include content expenditure, royalty payments, platform maintenance, and talent acquisition. A staged cost structure is recommended: in Years 1–2, high investment and negative cash flow are expected; in Years 3–4, revenue acceleration is anticipated through local hits and IP monetisation; and in Year 5, the JV should target break-even and begin generating a positive net contribution.
To ensure financial stability and the viability of strategic objectives, Netflix should implement quarterly financial audits, sensitivity analysis for regulatory or demand fluctuations, cash flow monitoring dashboards, and scenario planning for best-case, expected-case, and regulatory-tightening scenarios.
[bookmark: _Toc1586628962]Recommendations 
Based on the strategic analysis, several clear recommendations emerge for Netflix's China entry: (1) Enter exclusively via a joint venture with a licensed domestic streaming platform to comply with regulations and access distribution infrastructure and local expertise. (2) Pursue focused differentiation, emphasising premium local content, technology excellence, and international co-productions for competitive advantage. (3) Ensure flexibility in strategy execution to respond to regulatory or market shifts.

Significant investment should be prioritised in three areas: (1) local content creation; (2) user-experience localisation; and (3) mobile-first features, to align with China's interactive viewing culture as highlighted by Zhuge (2018). Platform optimisation and compliance systems must be implemented from the beginning to lower regulatory risk.
The financial approach should be phased and conservative, with break-even expected by Year 5. Netflix should monitor performance using the Balanced Scorecard, with emphasis on customer engagement and regulatory compliance. To succeed, Netflix must prioritise deep localisation, strong partnerships, and disciplined financial and strategic management.
[bookmark: _Toc1318971012]Conclusion 
China is one of the world’s largest and most dynamic streaming markets, but it is also among the most challenging due to regulatory barriers, entrenched domestic competitors, and unique consumer behaviours. Through the external and internal audits, Netflix’s strengths in global content production, technological innovation, and brand reputation provide a solid foundation, yet they must be carefully adapted to China’s political, cultural, and digital landscape.
The recommended joint venture entry model, supported by a focused differentiation strategy, allows Netflix to leverage its competitive capabilities while mitigating risk. The financial plan demonstrates that while short-term costs are high, long-term profitability is achievable with disciplined investment and strong localisation execution.
With a robust evaluation and control system in place, Netflix can position itself for sustainable success in China by delivering premium, culturally resonant content and a superior digital experience tailored to local preferences.
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