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Management Accounting Tools and Techniques in Supporting Financial Decision-Making of Netflix

[bookmark: _Toc233964807]Introduction

Netflix, Inc. is one of the world’s largest subscription-based streaming companies. In the United States, it founded in 1997. Initially, the company provided rental DVD service. However, the concern, it has become a worldwide supplier of streaming entertainment services. Netflix is available in more than 190 countries. Netflix provides a diverse range of entertainment content. This encompasses films, TV shows, documentaries, mobile games, and award-winning as well as original content. Netflix has more than 300 million paid memberships worldwide today. The ticker symbol “NFLX” shows the stock market listing of Netflix. It is a publicly traded company.

The Netflix company competes in the media and entertainment industry. Other major players include Disney+, Amazon Prime Video and Max among others. Thus, this is an extremely competitive industry. In such a situation, constant innovation and investment of Netflix company is required to maintain its position. Management Accounting plays a vital role in the effective organizational decision-making process. It supplies the managerial personnel in an organization with the relevant financial and non-financial information which helps them in planning, controlling, and decision-making regarding business performances.  Manage your account is a mixture of situations happening simultaneously. For instance, write a letter to your bank and the bank will try to prevent you from writing bad checks or losing your balance by giving you messages. Features of management accounting.
As a technology company with a global focus, Netflix must lay a huge amount of money in the making of shows, technological innovation and internationalisation, and more. According to Kuhl (2020), a business requires knowledge of its internal management accounting information to make decisions regarding the cost of producing goods, number of subscribers, pricing decisions, profitability and performance of the organisation. In addition, globalisation causes amplified external system shocks that the firm uses management accounting to respond to. Disruptions such as increased rivalry, modification of consumer choices, inflation, and technological advancement.  As a result, Netflix can engage in making budget, cost control and performance management decisions to formulate value and profit maximising decisions for shareholders. This document examines the management accounting tools and techniques that assist Netflix in making financial decision. Evaluating Netflix’s costs, budgets, performance, sustainability initiatives and strategic decisions does this assessment.
[bookmark: _Toc233964808]Cost Analysis and Business Model
Netflix operates a subscription-based business model that generates most of its revenue through monthly membership fees paid by customers across more than 190 countries. The company offers several subscription plans, including Standard with Ads, Standard and Premium, allowing customers to choose services based on video quality, the number of simultaneous users and additional features. In addition to subscription income, Netflix has recently diversified its revenue sources through its advertising-supported subscription plan and paid sharing initiative, which charges members for sharing accounts outside their households. These strategic initiatives have strengthened revenue growth while reducing the company's dependence on traditional subscription fees (Netflix, 2025). According to the company's 2024 Annual Report, total revenue increased to approximately US$39.0 billion, representing a 16% increase compared with 2023, demonstrating the effectiveness of Netflix's revenue diversification strategy.
From a management accounting perspective, analysing cost behaviour is essential for evaluating profitability and supporting strategic decision-making. Netflix's cost structure consists of both fixed and variable costs. Fixed costs are those that remain relatively constant regardless of the number of subscribers. The largest fixed cost is investment in original content production, where substantial amounts are spent on developing films, television series and documentaries before any revenue is generated. Additional fixed costs include software development, cloud computing infrastructure, technology platforms, office facilities and employee salaries. These investments are necessary to maintain service quality and competitive advantage within the global streaming market (Drury, 2021).
Variable costs, in contrast, change according to business activity. Netflix incurs variable costs through content licensing agreements, payment processing fees, internet content delivery, customer support services and marketing campaigns. Marketing expenditure generally increases when the company launches major original productions or expands into new international markets. Furthermore, advertising expenditure varies depending on promotional strategies and competitive conditions. The growth of the advertising-supported subscription plan has also introduced additional operating activities that require continuous investment in advertising technology and customer acquisition.
Management accounting techniques such as cost-volume-profit (CVP) analysis enable Netflix to understand the relationship between subscription prices, operating costs and profitability. Since the company experiences high fixed costs and relatively low variable costs per subscriber, increasing membership significantly improves operating profit because fixed costs are distributed across a larger customer base. This operating leverage allows management to make informed pricing decisions, evaluate investment in original content and estimate the subscriber growth required to achieve targeted profit levels (Horngren, Datar and Rajan, 2021). Effective cost analysis therefore supports Netflix's long-term strategy of increasing shareholder value while maintaining sustainable competitive advantage in an increasingly competitive streaming industry.
[bookmark: _Toc233964809]Budgeting and Financial Planning
Budgeting refers to a statement of expected results prepared in advance.   By this process, organisations plan future activities, allocate costing resources and evaluate organisational performance.
Due to the level of competition, budgeting is important for Netflix.  Even though it incurs substantial operating losses, it still allocates sizable funds for original content (Drury, 2021).  Additionally, the firm needs funds for capital expenditure, infrastructure, and marketing.
By looking at revenues and costs, evaluating investment projects, monitoring cash flows, and allocating resources to projects that maximise shareholders’ value, budgets help management.  In addition, the preparation of budgets aids in the strategic planning of the organization’s response to changes in customer tastes and preferences, technology, and competition.
Rather than focusing on the company’s profits, Netflix takes a strategic rather than financial focus.  A large portion of its budget is also allocated to the creation of original movies and television programs that promote customer retention.
Furthermore, budgets are also set aside for developing Artificial Intelligence, recommendation algorithms, cloud computing infrastructure, and enhancing streaming quality.  Improvements to the customer experience, but not at the expense of operation, is the management objective. Budgeting helps global growth in ways such as providing finances for localisation, translation for languages and regional marketing campaigns for emerging markets (Horngren, Datar and Rajan, 2021).
According to analysis, Netflix’s operating expenses increased from an estimated US$26.8 billion in 2023 to US$28.6 billion in 2024 – a year-on-year increase of US$1.8 billion or about 6.8 per cent (Macrotrends, 2025). Despite the rise in operating expenses, total revenue went up about 16 per cent and operating income rose to over US$10 billion for the first time ever, which shows better cost control and higher operating efficiency (Netflix, 2025). Management accounting information is useful for management as this allows the executives to compare expenditures incurred with budgeted expenditure, question any material adverse variances, for improved future planning. Internal management accounting decisions played a role in increasing the operating expenses. To strengthen its competitive position, Netflix (by reducing the risk of the disruption of its content by losing expensive licensed content) continued to invest heavily in original content. Netflix further ramped up spending on advertising technology, building ad sales capability and developing the ad-supported subscription plan itself. Management also invested additional funds into live entertainment, sports programming and mobile gaming to diversify the company’s content offering and bolster its appeal to new customer segments. In both instances, the firm has rolled out management expenses, expecting them to help in creating long term revenue growth, but who’s operating expenses would increase during this interim (Netflix, 2025). Macroeconomic External also effected Expenditure budgeting.

The exchange rate fluctuations impacted international revenue as most Netflix revenue is derived outside the USA. Moreover, the competitive pressures of streamers like Disney +, Amazon Prime Video, and Max forced Netflix to up investment in exclusive content and tech innovation to drive subscriber growth. Because of these external factors, management was required to revise budgets continually and invest only in the projects with the highest return. Budgeting remains a significant management accounting tool for Netflix because it enables management to do financial planning, control its costs, allocate and manage its resources and make decisions. Comparing performance against the budget helps management react to internal and external business conditions and helps the organisation achieve sustainable growth and long-term profitability.
[bookmark: _Toc233964810]Performance Measurement and Decision-Making
Performance measurement is a significant function of management accounting. It helps to determine whether the strategic objectives are being achieved. According to Drury (2021), managers assess profitability using a combination of financial and non-financial key performance indicators (KPIs), which monitors how well operations are being managed and the long-term success of organisations.  For Netflix, performance measurement is significant as success does not only relate to the performance with money but also winning and retaining customers and being the cutting edge of innovations. The financial KPIs show strong performance of the organization in Netflix in 2024. Revenue has increased from US$33.7 billion in 2023 to US$39.0 billion in 2024. This is indicative of the increase in the number of subscribers, price changes and expansion of advertising-supported plans (Netflix, 2025). The operating margin is recorded to be 27% by 2024, which is higher than 21% in 2023, indicating efficient management of operations and effective control of operating expenses (Netflix, 2025). Net income reached US$8.7 billion in 2024, up from US$5.4 billion in 2023, reflecting better profitability and improving confidence among shareholders and future investors (Netflix, 2025) Netflix partially relies on operational and financial indicators for customer performance oversight. Globally, there are more than 300 million paid members.
Netflix employs AI and data analytics to improve customer experience, recommendation accuracy, and long-term customer loyalty (Kaplan and Atkinson, 2015). Few strategic decisions were driven by the KPIs. To win over price-sensitive customers, the management launched advertisement-supported subscription plan to garner more revenue through advertisers. In addition, the firm strategy introduced paid password-sharing policies to prevent revenue leakage and drive paid subscriptions into profitability. Netflix’s 2025 report further stated that they will keep investing in original and localised content after performance data confirmed that exclusive content improves subscriber retention as well as helps have a competitive edge. The way Netflix strike a proper balance between the financial and non-financial KPIs demonstrates the impact of management accounting information on decision making and improvement of the organization.
[bookmark: _Toc233964811]Sustainability and Ethical Considerations
Global enterprises are using sustainable strategic management and financial decision-making more frequently and are presently implementing it. While Netflix's environmental footprint may be less than that of manufacturing companies, there are still social and environmental impacts related to its content, operations, and digital footprint. Thus, Netflix is integrating sustainability into business strategy by ensuring long term investment decisions which consider ESG factors. This enables the organization to reduce operational risks, foster stakeholder confidence and generate sustainable value for shareholders (Netflix, 2025). In terms of environmental sustainability, Netflix undertakes several initiatives that help reduce the emission of greenhouse gases from film production and business operations. The association resolved to lower emissions through emphasis on greater energy efficiency, sustainable filming and the involved production partners. Moreover, Netflix supports renewable energy initiatives and carbon reduction programs to mitigate impacts to the environment while also aiding global climate objectives (Netflix, 2025). Through these initiatives, we demonstrated that when it comes to financial planning, sustainable initiatives are considered. Further, it invests in projects that help deliver long term environmental and economic benefits. Moreover, financial decision making is also greatly influenced by Netflix social sustainability.

At Netflix, you will find content that celebrates cultures, languages and communities from all over the globe. This is not only ethical but will also attract subscribers as it appeals to a mass audience. It promotes diversity and inclusion between its employees. The business acknowledges that organizational diversity contributes to creativity, innovation and business success (Netflix, 2025).
[bookmark: _Toc233964812]Challenges of ethics in management accounting
Management accounting is concerned with the making of financial decisions and the sharing of information regarding costs and profits. Consequently, ethics should guide those decisions.  One reason for this is to maintain fairness of decisions, as well as balance between profit maximisation and corporate responsibility. The ethical concern of Netflix’s prizing strategy. According to the company’s latest quarterly earnings, revenue is on the rise as the global roll-out of price increases on paid subscriber plans continue. In contrast, Netflix is using the money to invest in 70% original content and tech development.  It adds that the soaring prices are largely attributed to the increasing expenditure on content creation.  Management accountants should guarantee that the pricing strategy remains just and that the rise does not diminish accessibility to poorer income users. YouTube aims to strike a balance between affordability for viewers and profitability for the company.
The firm’s paid password-sharing solution presents another ethical issue. These implementations took place around a decade ago with mixed results. However, some consumers feel it lowers customer value. According to management accounting, this is an example of the struggle of decision.
The responsible management requires an organization to take a holistic and sustainable perspective when making any organization decision, not only the financial impact. In addition, all decisions must consider the consequences for all stakeholders. This includes consumers, workers, and investors and the wider community (Drury, 2021). Overall, Netflix is showing that sustainability and ethical decision-making are becoming part and parcel of management accounting. In financial accounting a company aims to profit. Still, Netflix integrates ESG in its financial planning, budgeting, and strategic decision making.
[bookmark: _Toc233964813]Conclusion and Recommendations
The management accounting is an in-house strategic management and financial decision-making tool of the company Netflix. This study presents ways through which the organisation uses various management accounting techniques to improve organisational performance and competitive advantage. Netflix operates on a subscription-based model where its customers pay a fixed fee for unlimited access to all the shows available on the platform. Also, cost management effectiveness enables the company to increase expenses in making strategic investment decisions, particularly in original content creation and technology innovation. Therefore, the company enjoys growing revenue and increasing profitability even when confronted with substantial competition in the worldwide streaming sector. The company uses both financial and non-financial Key Performance Indicators to measure its operational performance. This enables the business to make decisions related to pricing, positioning, and engagement by using evidence-based determination. The financial decision-making choices are being made based on sustainability and ethical considerations.  This refers to implementing environment, social and governance-based principles into corporate strategy enable balanced financial performance with long term stakeholder value. Based on report findings, we can make several recommendations. To improve the accuracy of Netflix’s revenue and cost forecasting, the company has to enhance its budgeting and forecasting practices significantly. The company needs to start adopting advanced predictive data analytics.

Further, management should continue to invest in domestic production as well as new geographic markets. Both these options are expected to grow subscriber base significantly and earn profit for the organization in the future. Ultimately, Netflix needs to focus on improving the sustainability performance measures in its management accounting system. The company should create a management accounting system that includes measurements that monitor environmental and social performances. For now, the system is not.
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