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Introduction
Netflix, Inc. is a publicly listed global entertainment service provider of streaming services to its members in over 190 countries. Its business is providing television programs, movies and games in various languages and genres under subscription programs. Netflix is a large international company, and its 2025 Annual Report notes that it achieved $44.8 billion of revenue in 2025, indicating the size of Netflix's operations and its growth in the global streaming market (Netflix, Inc., 2026).
Netflix's management accounting is important to managers as they must have accurate financial and non-financial information to make decisions regarding subscription pricing, spending on content, and technology investment and international growth. This is particularly significant in the streaming sector, where content is very expensive and competition and demand are fierce. Management Accounting assists the Managers in planning budgets, controlling costs, measuring and monitoring performance and making better long-term decision in the interest of protecting the profitability of the business and its growth (AICPA and CIMA, 2026).
Cost Analysis and Business Model
Unlike Amazon and Apple, Netflix can't be regarded as a physical goods or hardware company. Its main revenue comes from paid streaming memberships, in which consumers pay recurring fees for access to movies, shows, documentaries, games and more. Netflix has also been increasing advertising revenue in recent years with its advertising plan, but membership fees are the primary source of income. Although this is a subscription-based VOD model, it enables Netflix to generate recurring revenue, it also forces them to continually invest in content to maintain their member base and attract new customers (Ahmed, 2023). The table below can be used to make a graph that shows how much Netflix generates in streaming revenue in 2025 by region:
	Region
	2025 streaming revenue

	United States and Canada
	$19.957 billion

	Europe, Middle East and Africa
	$14.515 billion

	Latin America
	$5.358 billion

	Asia-Pacific
	$5.354 billion

	Total streaming revenue
	$45.183 billion


 Data on Netflix's 2025 revenues indicates that the United States and Canada continued to be its primary region, although Europe, Middle East and Africa also played a significant role. Latin America and Asia-Pacific were smaller in value but the regions nonetheless held significance as they provide Netflix space for future international expansion. Total revenue increased from $39.001 billion in 2024 to $45.183 billion in 2025, which was a 16% increase. Netflix explained that this increase was mainly due to growth in memberships, price increases and higher advertising revenue (Netflix, Inc., 2026). The table below can be used to generate a second graph that illustrates Netflix's cost categories for the major portion of its costs for 2025:
	Cost category
	2025 amount

	Cost of revenues
	$23.275 billion

	Sales and marketing
	$3.301 billion

	Technology and development
	$3.391 billion

	General and administrative
	$1.888 billion


 The largest cost area for Netflix is cost of revenues. This primarily consists of content amortisation, which is the idea behind Netflix to spread the cost of films and programmes across the time frame where it expects customers to be viewing them. Netflix also puts in this area content licensing, production costs, streaming delivery costs, payment processing and customer service. It's logical, as Netflix won't sustain its customers if it doesn't have a robust and constantly renewed catalogue of shows. Netflix also has fixed and variable costs. Variable costs are costs that vary as activity levels vary and fixed costs remain fairly constant over a reasonable range of activity. Variable costs for Netflix include some streaming delivery costs, payment processing costs, production costs and marketing campaigns associated with new releases. Technology development, staff costs, platform infrastructure, offices and corporate administration are all considered fixed or semi-fixed costs. Such cost positions require Netflix to manage the costs of content and technology carefully, as high fixed costs can be problematic if revenue growth declines (The Open University, n.d.). Netflix's challenge, from a management accounting perspective, is to manage growth and costs. While investing more money in content can be useful to bring in members, not all content will yield the same return. As such, managers must weigh the cost of the content against the hours of viewing, member retention, regional revenue and advertising opportunities before authorizing larger production budgets. This matters to video streaming companies because they rely on the quality and diversity of their video content, but production costs are a major factor in profitability and too high of production costs decreases profits if there is not sufficient subscription revenue and advertising revenue (Zhang, 2025).
Budgeting and Financial Planning
Netflix's budgeting is crucial because the company needs to make big wagers on content, technology, marketing and international operations before it can gauge viewer reactions. This type of business can have a fluctuating income throughout the year, from audience, exchange rates, advertising and competition, and a fixed annual budget may be too small. A more appropriate method is a rolling or flexible budgeting approach as it enables managers to revise their plans as the actual results deviate from the initial budgets (AICPA and CIMA, 2018).
You can use Google Finance to get a sense of the company's current financial standing, as well as compare recent financial performance. Netflix's own shareholder letter Q1 2026, however, is more reliable in terms of the actual operating expenses since it's published directly by Netflix for their investors. Netflix's revenue rose by 16% year-on-year for the quarter ending in 2026 Q1, to $3.9 billion, while operating income rose $0.8 billion to $4.0 billion and operating margin rose to 32.3%. That indicates that the increased spending was still being done in a way that safeguarded profitability..
	Measure
	Q1 2025
	Q1 2026

	Revenue
	$10.5 billion
	$12.3 billion

	Operating income
	$3.4 billion
	$4.0 billion

	Operating margin
	31.7%
	32.3%


This table can be represented as a clustered column chart for revenue and operating income, and as a small line chart for operating margin.
Higher costs can be a positive effect, as it can help Netflix grow, so the operating expense increase shouldn't be looked at as purely a negative. The company has been putting money into content, advertising and technology to bolster its streaming platform and add to its monetisation. S&P Global Market Intelligence stated that Netflix's growth outlook for 2026 was tied to membership growth, advertising, monetisation and gaming, indicating that budget decisions must consider, not only the impact on costs, but also the benefits of future revenue streams (S&P Global Market Intelligence, 2026).
Netflix's primary budgeting challenge is finding out how much to invest in shows without damaging profit margins. Content spending may be necessary to get and keep subscribers but may be dangerous if the new programmes fail to create sufficient viewing, subscription or advertising revenue. Netflix should thus allow management accounting information, including viewing hours, regional revenues and production cost per title as well as subscriber retention to flow into budget decisions. This would allow managers to better assess the creative value against business value before approving future projects (Zhang, 2025).
4. Performance Measurement and Decision-Making
Netflix relies on performance measure because they can't just look at revenue to measure success. It also should learn about engagement, membership behaviour, and advertising growth and customer retention. Forecasting is helpful for managers in streaming in planning content budgets, prices and marketing campaigns in advance of subscriber trends changing too significantly (Khattak, Patel and Hassan, 2026).
The KPI's for Netflix for 2025 can be represented in a graph from the following table:



	KPI
	Netflix figure

	Annual revenue
	$45.2 billion

	Operating margin
	29.5%

	Advertising revenue
	Over $1.5 billion

	Paid memberships
	Over 325 million

	Viewing hours in H2 2025
	96 billion hours


Looking at the table, Netflix's performance was solid not just from the financial perspective, but also from other aspects. Revenue and operating margin are indicators of profitability and memberships and viewing hours are indicators of audience strength. Advertising revenue also has grown in significance as Netflix seeks to diversify away from subscription fees. These KPIs should be displayed in a bar chart, where revenue, advertising revenue and viewing hours are displayed separately, due to the different units.
This performance data can be correlated to strategic decisions made by Netflix. For instance, in June 2025, Nielsen reported that Netflix accounted for 8.3% of total TV usage in the United States and became a top-three media distributor for the first time. Audiences data can be used to inform investment in original programming, live content and advertising, as it indicates if Netflix is gaining consumers' attention over other media outlets (Nielsen, 2025).
Personalisation is another critical factor for Netflix, as the company must help users discover content fast from a massive library. Studies of recommendation systems for Netflix indicate that personalised recommendations are likely to boost engagement more than less targeted recommendation techniques. This is significant for management decision-making as it can lead to higher retention rates, lower risk of cancellation, and higher returns on content investments (Zielnicki et al., 2025).
Netflix's performance data, overall, is a solid business, but one that has its legs held out in front of it because of their high spending on content and competition. By linking financial KPIs, including operating margin, to non-financial KPIs like viewing hours, memberships and audience share, management accounting can help. This provides a clearer foundation for managers to make decisions on pricing, content budgets, advertising growth and international expansion.
5. Sustainability and Ethical Considerations
Sustainability is important for Netflix because the company’s environmental impact does not only come from offices. It is also generated through movie or series shooting, travelling, energy consumption, cloud-based service and providers. The Netflix 2024 ESG Report disclosed 1,129,124 metric tons of CO2e of total target-based emissions and that 100% of their electricity was covered with renewable energy. This can be reported as a small bar chart, as this will help to link environmental data with management reporting.


	Sustainability measure
	2024 figure

	Target-based emissions
	1,129,124 metric tons CO2e

	Renewable electricity
	100%

	Employees
	14,000


That translates to Netflix, for management accounting, not treating sustainability as a stand-alone PR exercise. Environmental management accounting can assist the managers to uncover costs related to the environment, to make comparisons between production options and to integrate carbon information into investment decisions. This can be beneficial for Netflix, as location, transportation, energy and studio infrastructure choices can influence the overall production expenses and environmental impact (Swalih et al., 2024).
Also, there are moral problems in the supply chain of Netflix. The company has numerous suppliers and production partners in various countries, and the reduction in costs must not result in unsafe, dishonest or irresponsible working habits. Netflix's Supplier Code of Conduct states that suppliers are expected to conduct their business in a responsible, safe, honest and ethical way, and that Netflix will consider supplier compliance in supplier selection (Netflix, Inc., 2023).
Pricing is another ethical consideration since Netflix offers a variety of plans, including plans with ads and premium plans. Raising prices may help to boost revenue, but it has to be done carefully so that customers will still be happy about the value of the service. Accounting ethics perspective: Managers should rely on the reliable data and not massage the cost/performance information to support decisions that could result in lost trust of customers (AICPA and CIMA, 2020).
Conclusion and Recommendations
In conclusion, the management accounting information provided by Netflix is critical as they need to balance subscriber growth, investments into content, advertising revenues, and operating margin. As demonstrated in the previous analysis, Netflix boasts a recurrent-revenue model that will be successful if content and technology expenditures are driving sufficient customer retention and engagement. Strategic management accounting is beneficial here, as it links internal cost data with broader market and competitor conditions, as opposed to just short-term accounting data (Ojra, Opute and Alsolmi, 2021).
Netflix should be advised to adopt rolling budgets for programme expenditure, since programme demand and performance can shift rapidly. Second, Netflix should look at the number of viewing hours, retention and advertising potential, and then assess the cost of the content before giving the thumbs up. Lastly, production budgets should factor in sustainability costs for the financial and environmental impacts of a production. This would assist Netflix in making decisions that are good for profitability, competitiveness and long-term value (Nga, 2023).


References:
Ahmed, J.U. (2023) ‘Netflix: Subscription-based video-on-demand channel’, SAGE Business Cases. Available at: https://journals.sagepub.com/doi/10.1177/25166042231172892 
AICPA and CIMA (2018) Welcome to management and budgetary control. Available at: https://www.aicpa-cima.com/resources/article/welcome-to-management-and-budgetary-control 
AICPA and CIMA (2020) Code of Ethics at a glance. Available at: https://www.aicpa-cima.com/resources/landing/code-of-ethics-at-a-glance 
AICPA and CIMA (2026) GMAP – Global Management Accounting Principles. 2nd edn. Available at: https://www.aicpa-cima.com/resources/download/gmap-global-accounting-principles 
Choudhary, S. and Singh, A. (2025) ‘A critical review of budget control strategies for effective financial management in organizations’, American Journal of Finance and Business Management, 4(1), pp. 1–9. Available at: https://doi.org/10.58425/ajfbm.v4i1.364  
Khattak, M.A., Patel, P. and Hassan, B. (2026) ‘Subscriber growth forecasting in the streaming industry: A Netflix case study’, in Innovations in Information and Decision Sciences. Cham: Springer, pp. 227–237. Available at: https://doi.org/10.1007/978-3-032-12830-0_20  
Netflix, Inc. (2023) Netflix Supplier Code of Conduct. Available at: https://s22.q4cdn.com/959853165/files/doc_downloads/governance_docs/2023/06/netflix-supplier-code-of-conduct_june-19-2023.pdf 
Netflix, Inc. (2025) 2024 Netflix Environmental, Social and Governance Report. Available at: https://s22.q4cdn.com/959853165/files/doc_downloads/2025/6/2024-Netflix-Environmental-Social-Governance-Report.pdf 
Netflix, Inc. (2026a) Form 10-K for the fiscal year ended December 31, 2025. Available at: https://www.sec.gov/Archives/edgar/data/1065280/000106528026000034/nflx-20251231.htm 
Netflix, Inc. (2026b) Q1 2026 Shareholder Letter. Available at: https://s22.q4cdn.com/959853165/files/doc_financials/2026/q1/FINAL-Q1-26-Shareholder-Letter.pdf 
Netflix, Inc. (2026c) Q4 2025 Shareholder Letter. Available at: https://s22.q4cdn.com/959853165/files/doc_financials/2025/q4/FINAL-Q4-25-Shareholder-Letter.pdf 
Nga, P.T.T. (2023) ‘Strategic management accounting application – Some discussions for the tourism business’, in Castanho, R.A., Franco, M. and Gómez, J.M.N. (eds.) Post-COVID Tourism: Tendencies and Management Approaches. London: IntechOpen. Available at: https://www.intechopen.com/chapters/87452 
Nielsen (2025) Netflix breaks into top 3 media distributors for the first time in Nielsen’s June 2025 Media Distributor Gauge. Available at: https://www.nielsen.com/news-center/2025/netflix-breaks-into-top-3-media-distributors-for-the-first-time-in-nielsens-june-2025-media-distributor-gauge/ 
Ojra, J., Opute, A.P. and Alsolmi, M.M. (2021) ‘Strategic management accounting and performance implications: A literature review and research agenda’, Future Business Journal, 7(1), article 64. Available at: https://doi.org/10.1186/s43093-021-00109-1 
S&P Global Market Intelligence (2026) Netflix earnings preview: Q1 2026. Available at: https://www.spglobal.com/market-intelligence/en/news-insights/research/2026/04/netflix-earnings-preview-q1-2026 
Swalih, M.M., Adarsha, K., Sulphey, M.M., Gupta, S., Tiwari, A.K. and Sari, U. (2024) ‘Environmental management accounting for strategic decision-making: A systematic literature review’, Business Strategy and the Environment. Available at: https://onlinelibrary.wiley.com/doi/full/10.1002/bse.3828 
The Open University (n.d.) Fundamentals of cost accounting and environmental management accounting: Variable and fixed costs. Available at: https://www.open.edu/openlearn/money-business/fundamentals-cost-accounting-and-environmental-management-accounting/content-section-3.1 
Zhang, Z. and Hua, Z. (2025) ‘Balancing revenue streams in online video platforms: The impact of original content provision on business model selection’, Journal of Theoretical and Applied Electronic Commerce Research, 20(2), article 98. Available at: https://doi.org/10.3390/jtaer20020098 
Zielnicki, K., Aridor, G., Bibaut, A., Tran, A., Chou, W. and Kallus, N. (2025) The value of personalized recommendations: Evidence from Netflix. CESifo Working Paper No. 12257. Available at: https://www.ssrn.com/abstract=5741805 


