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Figure 1: Logo of Netflix
Source: Netflix, Inc. (2024)
However, the status of the following is identical for the Internet entertainment service provider company Netflix as follows: Netflix is the leading Internet entertainment service provider company with a global reach that spans over 190 countries and it is a title owner under the name Netflix (Netflix, 2026). Having its beginnings in 1997, our headquarters located in Los Gatos, California, we provide a subscription-based service to movies, TV shows, games and original programming. YFYR Result: Netflix announced full year net revenue of $39.0 billion for 2024, with 301.6 million paid subscribers globally, an 16% increase from the revenue in 2023 (X, 2025). The excellent financial add to business precedent were also demonstrated in the groups performance as well as operating profit 106 billion and operating margin 27% (Analystlens, 2025). The manager can also use it to plan, control and make internal decisions because of the financial and nonfinancial data that is useful to him/her. Management accounting also helps Netflix in when to the affairs to give at the bottom line, and to further solidify its hold on the top spot in the rapidly changing stream purists universe with a set-up for financial, cost and performance evaluation.
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Netflix’s revenue model
Netflix operates on a subscription model to generate revenue, and mobile users are charged a monthly rate for streaming. Now, its revenue is primarily derived from subscriptions. The company has some flexibility to tailor the prices for its Standard with Ads, Standard, and Premium packages, thereby appealing to different kinds of users on a pay-per-income basis (Netflix, 2026). Till this date, Netflix has ushered in a non-subscription-based stream of income in the form of an ad-supported tier. Hence, the source of the company’s income is the subscription fees and advertising fees and many other services and in 301+ countries and territories and 301 million paid users worldwide and solutions. Analysis of earnings statement: Revenue of Netflix grew by 16% to USD 39.0 Bn in 2024 from USD 33.7 Bn in 2023 (Business of Apps, 2026). Revenue increased primarily due to growth in the number of paid members, and the selective price increases in certain markets.
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Figure 2: Netflix’s revenue model
Source: Visuwire, (2026)
This ‘content first later' model is the company’s business mantra. Netflix has been engaged in a costly arms race to attract and hold subscribers to their film and TV service, splashing cash on original movies, TV shows, documentaries and games. The company also leverages big data and AI to analyze viewing patterns and provide personalized viewing content recommendations and promotions to users (Visuwire, 2026). As for investments, these capabilities are expected to offer helpful information to the Netflix's content decision process as well as pricing strategies, making it even more competitive.
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Figure 3: Revenue Breakdown
Source: Visuwire, (2026)
Netflix’s key cost structure 
From a managerial accounting perspective, Netflix is able to break down its cost structure into fixed and variable costs. Fixed costs are fees that don’t vary that much with the number of subscribers in the short run. The biggest fixed cost is the content cost, which includes the acquisition, licensing and production of content. Netflix and one of its long-time competitors, Amazon, had approximately $23.2B in content obligations stated in its 2024 Annual Report, it continues to commit to a broad content slate (Annual-statements, 2024). Other significant fixed expenditures are IT infrastructure, software development, office space, and employee compensation. That bills must be paid even if short-term subscriber numbers dwindle.
The information given is modelled in a way that the variable costs change with the size of the business and the number of new subscribers. These include charges associated with payment processing, customer service, content delivery, advertising and marketing (Netflix, 2025). As Netflix grows in more subs/new markets these costs will probably be above these. Through management accounting, Netflix can forecast its fixed and variable costs and predict how they will behave, assess profitability, set pricing, and make strategic decisions with respect to, for example, content spending and international growth.
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A key management accounting tool that would assist Netflix in planning, controlling and monitoring its financial resources is budgeting. Netflix is a worldwide streaming provider, and they use budgeting to decide how to invest their money into new content they want to create, the development of new technologies, marketing campaigns, and overseas expansion. The budgeting process used is a comprehensive process that allows management to anticipate future revenues, estimate the operating costs of the projects and ensure that resources are allocated to projects that are providing the best return. But budgeting is key for Netflix, with a billion-dollar budget being spent every year on original content, so getting it right is important.
Netflix uses financial planning to assess opportunities to invest in projects, to identify risk associated with content creation and competition. Management makes forecasts by considering advertiser expectations and content performance measures as well as subscriber growth trends. Such predictions are useful when a capital investment decision is made in the production of a new film, in acquiring new technology and in a marketing effort for new customers. Budgeting also aids cash flow management by ensuring a surplus of cash for large-scale content initiatives and cover operating expenses.
Netflix’s financial results show that there were substantial jumps in operating expenses from 2024 to 2025. Financial data shows that operating costs rose from US$28.583 billion to US$31.856 billion a year. This growth is driven by Netflix’s ongoing commitment to original programming, technological advancements and expansion into the international market. On the upside, revenue rose from US$39.001 billion to US$45.183 billion, showing business is performing better and that revenue is growing faster than expenditure. Despite the increase in expenditure, this company continued to manage costs on its operating side extremely well as evidenced by the growth of its operating income from US$10.418 billion to US$13.327 billion.
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Performance measurement plays a critical role in management accounting by allowing companies to assess their efficiency within operations, track strategic goals, and assist in making informed decisions. Netflix'S key performance indicators (KPIs) can be financial (KPIs-P) or non-financial (KPIs-NP).Netflix's key performance indicators (KPIs) are of both types: financial key performance indicators (KPIs-P) and non-financial key performance indicators (KPIs-NP). These metrics offer insights that management can use to know how profitable and how it is growing, to gain better understanding of customer engagement, and to see how effective its operations are.
Revenue is one of the important financial metrics, which helps to gauge Netflix's income generation capabilities on subscription and advertising. This will amount to around US$45.18 billion in 2025, which marks steady growth from the previous year. The operating income stood at US$13.33 billion and the operating margin rose to 29.5%, which suggests better operating efficiency and profitability. These financial KPIs enable management to determine if their investments in content, technology and international growth are benefiting enough.
However, Netflix has other key performance indicators that it keeps an eye on, apart from financial ones. Perhaps the most significant is the number of paid subscribers, which surpassed 325 million that same year across the world. Subscriber growth is a measure of how satisfied the customers are, how spread around the market the growth is, and how good the content offerings are. One of the most significant actions taken is a measure of Average Revenue per Membership (ARM) for management which enables them to evaluate their pricing effectiveness and customer value. Netflix also measures engagement, popular content, customer retention, and advertising tier use to assess the effectiveness of its strategies.
Performance data has played a key role in some of Netflix's key decisions. Management responded to the positive financial results based on subscriber demand, raising the investment in the production of original content. The company has spent billions of dollars every year on creating original movies and TV shows in an effort to stand out from the crowd. In addition, the data revealed that consumers wanted a subscription service that was cheaper, so advertising-supported was built in and expanded. By doing this, this decision generated a new source of revenue, bringing in price-sensitive customers.
Non-financial data also has been used to heavily influence decisions. Viewer analytics and engagement metrics help Netflix figure out which genres, actors and content formats have the highest audience engagement, allowing the streaming giant to shape its strategy accordingly. These findings inform decision making for future investments in production, cancellation and renewal of content. Besides that, data on subscriber behaviour have defined plans for overseas expansion, as it has enabled the identification of markets where good growth can be observed. By combining financial and non-financial metrics, Netflix can rely on verified data for better decisions to maximize profit, boost customer satisfaction, and strengthen its competitive position in the ever-changing streaming market.
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Netflix's strategic and monetary predictions are furnished with sustainability.Sustainability is an important part of Netflix's strategic and monetary decision making. The firm embeds environmental, social and governance (ESG) principles into its own strategy to support long term value creation and minimise business risks. In November, Netflix announced that it would achieve net zero emissions in its efforts to limit the impact of its products—invoice reductions, show emissions, access to content and its office spaces and delivery network—by 2030, by investing in both renewable energy and sustainable infrastructure. The company conducts annual carbon emission measurements and reporting and invests in renewable energy projects and nature-based carbon removal projects. Netflix estimated their total emissions in 2024 at around 1.1 million metric tonnes of CO₂ equivalent and continued to roll out sustainability projects around the world with productions. Sustainability-related investments are accounted as part of a company's budget and investment decisions because of the potential effects on future regulatory costs, optimizing the use of resources, and boosting the corporate image (Jiang and Wen, 2022).
Netflix also contributes to social sustainability with its programs on diversity, equity, and inclusion (DEI). The company invests in the development of their employees, inclusive storytelling and a variety of talent. Such investments facilitate enhanced stakeholder connections, expand global user base, and drive revenue growth and sustainable profitability for Netflix.
The same applies to Netflix's cost-control and pricing policies. Subscription pricing decisions must be written back to the customer fairly and transparently – management have a vested interest to maximize profits. Netflix previously hiked the price of their subscriptions for a variety of reasons ranging from rising content and operational expenses, but too high a price tag can make it less affordable and can erode customer trust in Netflix. But, to produce profit, all management has to take into consideration the needs of customers. Likewise, ethical cost management calls for good quality content and control of expenditure. Kaiser Takaki recounts Maya’s story as she navigates through a time of economic instability.The story starts with Maya, who finds herself in a world of economic turmoil, and Kaiser Takaki brings her tale to life.
In addition, Netflix has an ethical duty in terms of data privacy and consumers' information. The company gathers a huge amount of user viewing data to personalize them with a better and enhanced customer experience. To manage ethically, transparency, confidentiality of the information about the customers and conformance with international privacy standards are necessary (Jiang and Wen, 2022). In sum, Netflix clearly illustrates that sustainable and ethical financial decision-making can contribute to competitive advantage, trustworthiness of shareholders and stakeholder relationships, and ultimately, long-term business success.  
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The Report has emphasised that the implementation of management accounting can be very helpful in improving Netflix's decision making procedure for both strategy and operations. One of the world's largest streaming platforms, Netflix has a subscription model and a revenue stream from advertising; it is estimated that generated US$ 45.2 billion in 2025. The analysis revealed the main cost points of the company: the important investments in the production of content, technological infrastructure and marketing activities. Expenditures were mentioned as important for the School's operations and its long-term development and the share of operating expenditures increased by 11.45% between 2024 and 2025. It was determined that budgeting and financial planning were crucial components of curbing spending and fostering sustainable development (Jiang and Wen, 2022). The business also uses key performance indicators—both financial and non-financial—to measure performance and make business decisions about the strategy for the business. Moreover, Netflix’s dedication to sustainability and ethical business practices underscores the increasing significance of conducting sustainability and social assessments as part of financial decision making. Overall, Netflix's management accounting system is critical for helping the company remain profitable, efficient and competitive in the entertainment industry.

Recommendations
First is to make more effective use of activity-based budgeting methods to control costs and know what works and what doesn't when it comes to profitability of content projects, Netflix needs to do better. This would mean that management would be able to identify sections of stock that aren't working effectively and dedicate time and effort towards identifying new content that put them on a trajectory to achieve their objectives.
Secondly, the company must continue to grow advertising-supported subscription in its target emerging market. These can be opportunities for revenue diversification and can attract price sensitive users, can drive subscription growth without compromising pricing and can educate users that they have alternatives to their own providers.
Thirdly, Netflix should continue to leverage its advanced data analysis capabilities and artificial intelligence to increase its predictive capabilities, and make better business decisions. Predictive analytics can help management to select the right content, retain customers, plan and allocate resources, and enhance overall financial outcomes and shareholder values in the long term.
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	Item
	2024 (US$ Billion)
	2025 (US$ Billion)
	Change (US$ Billion)
	% Change

	Revenue
	39.001
	45.183
	6.182
	15.85%

	Operating Expenses
	28.583
	31.856
	3.273
	11.45%

	Operating Income
	10.418
	13.327
	2.909
	27.92%


Calculation of Operating Expense Growth
Operating Expense Growth (%) = ((2025 Expenses − 2024 Expenses) ÷ 2024 Expenses) × 100
= ((31.856 − 28.583) ÷ 28.583) × 100
= (3.273 ÷ 28.583) × 100
= 11.45%
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	KPI
	2025 Result
	Type

	Revenue
	US$45.18 billion
	Financial

	Operating Income
	US$13.33 billion
	Financial

	Operating Margin
	29.5%
	Financial

	Paid Subscribers
	325 million+
	Non-Financial

	Average Revenue per Membership (ARM) Growth
	1% (Foreign Exchange Neutral)
	Non-
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Revenue Breakdown

Region FY: FY2023 Growth % of Total
United States & Canada $17,116M $14,929M  +14.7% 44%
Europe, Middle East & Africa$12,302M ~ $10,554M  +16.6% 32%

Latin America $4,892M  $4,490M  +8.9% 13%
Asia-Pacific $4,659M  $3939M  +18.3% 12%

Total Revenue $38,969M $33,912M  +14.9% 100%
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Revenue architecture:

Revenue Stream Mechanism FY2024 Scale Gross Margin Es
o Monthly recurring revenue at 3 tier prices; paid in
Subscription fees $35B+ est. ~55-60%
advance

L CPM-based ads served to ad-tier subscribers;
Advertising revenue B B $2-3B est. ~60-70%
growing rapidly

Subscription tier design and strategic intent:

Tier Price/Mol Purpose Margin
Standard with $6.99 Expand TAM to price-sensitive users; Moderate (ad revenue supplements
Ads : build ad inventory low sub fee)
Standard $15.49 Core mid-market; 2 simultaneous streams High

R Premium users; 4K+HDR; 4 screens; B
Premium $22.99 Very high
downloads




