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Abstract
Netflix transformed from a DVD rental business into a global streaming and entertainment company
by combining technological innovation, subscription economics, content investment, and international
scale. Its competitive challenge has changed as streaming has become crowded and consumer
attention is divided among subscription platforms, advertising-supported services, social video,
gaming, live events, and traditional media. This essay evaluates Netflix through industry analysis, the
resource-based view, dynamic capabilities, and value-chain analysis. It identifies the company’s
principal competencies as global distribution, product design, recommendation systems, content
commissioning, localization, brand recognition, direct customer relationships, and the ability to
reconfigure its business model. Netflix follows a differentiated strategy rather than competing
primarily through the lowest price. Its newer growth priorities include advertising, paid sharing, live
programming, selective gaming and interactive experiences, and deeper use of intellectual property.
The essay argues that Netflix’s long-term advantage depends less on the size of its content library
than on its ability to convert content, technology, data, and global reach into sustained engagement
and profitable customer value. (Teece, 2007)
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Introduction
Netflix is one of the most influential firms in the global entertainment industry. Its history illustrates
how a company can disrupt an established market and then face disruption from competitors using
similar technology. The initial streaming advantage has become less distinctive because consumers
can choose among numerous services, including global media groups, technology companies,
regional platforms, free advertising-supported television, and creator-driven video.

The strategic issue is no longer whether streaming will replace physical rental. It is how Netflix can
retain attention, earn attractive returns on content, broaden monetization, and preserve its identity
while competing across entertainment categories.

Competitive strategy concerns the activities and resources through which a firm creates value
differently from rivals. Netflix’s strategy combines differentiation, global scale, personalization,
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original and licensed content, product convenience, and direct distribution. Its success cannot be
attributed to one algorithm or program. It arises from a system of mutually reinforcing capabilities.

Evolution of the Netflix Business Model
Netflix began with DVD rental and developed a subscription model that removed individual rental fees
and late charges. Streaming allowed the company to deliver content instantly and gather direct
information about viewing behavior. The transition required Netflix to reduce dependence on the
physical business that had originally generated revenue.

The company later expanded internationally and invested heavily in original content. This reduced
dependence on studios that could withhold licenses or create competing services. Original content
also allowed Netflix to own or control more rights, release programs globally, and build recognizable
franchises.

More recently, Netflix has diversified monetization through an advertising-supported option and
measures designed to convert account sharing into paid relationships. It has also invested in live
programming, games, and experiences connected to its intellectual property. These changes
demonstrate dynamic capability: the ability to sense changes, seize opportunities, and transform
resources.

Industry Analysis
The streaming industry has high fixed costs and low marginal distribution costs. Producing or
licensing content is expensive, but delivering an additional stream to an existing infrastructure costs
comparatively little. This creates incentives for scale.

Competition is intense because consumers can switch services easily and subscribe to several
platforms temporarily. Rivals may have valuable franchises, sports rights, studios, e-commerce
ecosystems, devices, cloud services, advertising networks, or traditional television assets. Netflix
competes not only with streaming subscriptions but with every activity that uses leisure time.

Threat of New Entrants
Technology makes it possible to launch a streaming service, but competing at global scale is difficult.
Entrants need content rights, product technology, payment systems, customer acquisition, brand
awareness, data security, and regulatory capability.

Niche services can enter by serving a specific language, genre, sport, or community. They do not
need Netflix’s scale to become viable. However, a broad global competitor requires substantial capital
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and sustained content investment.

Netflix’s scale creates a barrier, but it is not permanent protection. Technology companies with
existing users, devices, advertising systems, or cash can subsidize entertainment for strategic
reasons.

Bargaining Power of Content Suppliers
Studios, producers, actors, writers, sports organizations, and rights holders supply the content that
attracts viewers. Popular franchises and scarce live rights can command high prices. Labor
agreements and production constraints also affect cost.

Netflix reduces supplier power through original production, long-term relationships, global
commissioning, and investment in local-language content. It still depends on external creators and
licensed titles. The challenge is to maintain a healthy creative ecosystem while controlling cost.
(Netflix, 2026)

Ownership of intellectual property can improve long-term economics, but ownership alone does not
guarantee audience interest. The company must repeatedly identify, develop, market, and extend
successful stories.

Bargaining Power of Customers
Individual subscribers have limited negotiating power, but collectively they possess strong choice.
Switching costs are low, cancellation is simple, and content preferences change rapidly. Price
increases can encourage churn, especially when households manage several subscriptions.

Netflix seeks to reduce customer power through continuous value, personalized discovery, broad
content, convenience, and exclusive programming. The advertising-supported option provides a
lower-priced entry point for price-sensitive users while creating a second revenue source.

The company must balance monetization with experience. Excessive advertising, confusing plans,
repeated price increases, or weak content can reduce perceived value.

Threat of Substitutes
Substitutes include television, cinema, social media, short-form video, gaming, podcasts, music, live
events, reading, and other leisure activities. YouTube and creator platforms are particularly significant
because they offer enormous volumes of content and different forms of participation.

This broader definition of competition explains Netflix’s interest in live events, games, and interactive
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experiences. The company is competing for time and attention rather than only for television
subscriptions.

Competitive Rivalry
Rivalry is intensified by high content spending, low switching costs, global expansion, and pressure to
establish franchises. Some competitors can use streaming to support other businesses such as
devices, advertising, retail membership, or theme parks.

Netflix differs because streaming entertainment is central to its business rather than one component
of a diversified group. This focus supports speed and product coherence, but it also means the
company cannot rely as easily on unrelated profits when content investment underperforms.

Resource Based View
The resource-based view argues that sustained advantage comes from resources and capabilities that
are valuable, difficult to imitate, and organized effectively. Individual Netflix resources may be copied,
but the combination is harder to reproduce.

A recommendation system can be developed by competitors. A global app can be built. Content can
be purchased. Netflix’s advantage lies in integrating product technology, audience knowledge, global
operations, content decisions, marketing, payment relationships, and organizational learning.

Global Distribution and Scale
Netflix operates a direct-to-consumer platform across numerous markets. Scale spreads technology,
product, and corporate costs across a large customer base and provides a wider potential audience
for content.

Global scale also creates complexity involving languages, regulation, payment methods, censorship,
cultural preferences, broadband quality, and currency. The capability is not simply availability; it is
the ability to localize the service while preserving a recognizable global product.

Personalization and Product Design
Netflix uses recommendation and interface systems to help viewers choose from a large catalog.
Personalization addresses a central problem of streaming: abundant content can create decision
fatigue.

The product uses artwork, ranking, search, previews, categories, and interface experiments to
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improve discovery. Data can identify patterns, but creative decisions should not be reduced to
historical viewing behavior. Excessive reliance on past preferences may narrow discovery or
encourage imitation.

Netflix’s competency is therefore not merely data collection. It is experimentation and integration of
data with editorial and creative judgment. (Netflix, 2026)

Content Commissioning and Portfolio Management
Netflix manages a portfolio across genres, languages, formats, audiences, and levels of risk. Some
content attracts new users, some supports retention, and some strengthens the brand or a particular
market.

The company can distribute local productions globally, creating the possibility that a program
developed for one market becomes an international success. This is a significant competency because
localization is not treated only as translation of United States content.

Portfolio management requires cancellation and renewal decisions that can create customer
dissatisfaction. A title’s value should be evaluated through engagement, cost, audience growth, brand
contribution, and long-term franchise potential rather than a single metric.

Brand and Direct Customer Relationship
Netflix has strong global brand recognition and a direct billing relationship with consumers. Direct
distribution provides control over product presentation, pricing, and customer data.

The brand historically represented convenient on-demand viewing without traditional schedules. As
Netflix adds advertising and live content, it must expand without losing simplicity. Strategic adjacency
should strengthen the central value proposition rather than make the service feel unfocused.

Organizational Culture and Decision Making
Netflix is known for a culture emphasizing talent density, candor, responsibility, and limited formal
control. Such a culture can support speed and innovation when employees have context and
capability.

High autonomy also creates risks. Candor can become harshness, and demanding performance
systems may reduce psychological safety. Culture must evolve as the organization becomes larger,
more regulated, and responsible for live production, advertising, games, and workplace safety.

Leadership should preserve informed autonomy while strengthening accountability and inclusive
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challenge.

Differentiation Strategy
Netflix primarily follows differentiation. It seeks to offer distinctive value through original content,
global selection, convenience, personalization, and product quality. It does not aim to be the cheapest
entertainment option in every market.

Differentiation must create willingness to pay and engagement sufficient to cover content and
technology costs. Content volume without perceived quality can weaken the strategy. The service
should help users consistently find something they value.

Advertising Supported Streaming
The advertising-supported plan allows Netflix to serve price-sensitive customers and earn revenue
from advertisers. It also creates new competencies involving sales, targeting, measurement, brand
safety, and advertising technology.

Advertising can improve monetization but changes the customer experience. Netflix must control ad
load, relevance, frequency, privacy, and technical reliability. The advertising business also increases
exposure to economic cycles and regulatory scrutiny concerning data.

Paid Sharing and Pricing
Measures addressing account sharing seek to convert widespread use outside a household into paid
membership. The strategy can increase revenue without acquiring entirely new viewers, but
enforcement must remain understandable and fair.

Pricing should reflect local purchasing power, competition, content value, and plan differences.
Frequent price changes can encourage cancellation, while prices that are too low may not support
investment.

Live Programming
Live events can create appointment viewing, cultural relevance, and advertising opportunities. They
also introduce operational risks that on-demand streaming can avoid. Live delivery must handle
simultaneous demand, production complexity, rights, time zones, and immediate public reaction to
failure.

Netflix’s selective approach to sports and live entertainment can differentiate the service without
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necessarily acquiring every season-long rights package. The strategic test is whether live content
strengthens engagement and economics rather than simply generating headlines. (Teece, 2007)

Gaming and Interactive Experiences
Gaming extends Netflix into a major entertainment category and can deepen relationships with
franchises. However, game development requires different talent, production cycles, user behavior,
and economics from television.

The company should focus on areas where its existing resources create an advantage, such as
accessible games based on recognizable stories, television-based party experiences, and interactive
formats connected to the service. Competing directly with established console platforms without
distinctive value would be expensive.

Intellectual Property and Franchise Development
Successful intellectual property can support sequels, games, consumer products, live experiences,
and long-term engagement. Netflix has historically been strong in creating global hits but has had
less time than traditional studios to build decades-old franchises.

Franchise extension should protect creative quality. Overuse can weaken audience interest. Rights
ownership and contracts should allow expansion while maintaining fair relationships with creators.

Strategic Risks
Netflix faces content risk because spending occurs before audience response is known. It faces
competition for talent, rights, advertising, and attention. Foreign exchange affects global results,
while regulation can influence content, privacy, taxation, competition, and local investment.

Technology outages and cybersecurity incidents can damage trust, especially during live events.
Artificial intelligence presents opportunities in production and discovery but also raises concerns
involving copyright, employment, authenticity, and reputation.

The company also faces measurement risk. Optimizing for viewing hours alone could reward addictive
or low-value engagement. Strategic metrics should include retention, satisfaction, profitability,
franchise strength, and long-term brand trust.
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Recommendations
Netflix should maintain product simplicity while expanding monetization. Advertising should remain
controlled and privacy-conscious. Live programming should be selected for strategic fit and supported
by resilient infrastructure.

Content decisions should balance global scale with local creative autonomy. The company should
continue developing intellectual property while avoiding excessive dependence on a small number of
franchises.

Gaming and interactive projects should use Netflix-specific advantages rather than imitate
established competitors. Responsible artificial-intelligence governance should protect creators,
confidential data, and audience trust.

Financial decisions should be evaluated through long-term return rather than growth alone. Related
analytical methods are discussed in horizontal vertical and common size financial analysis.

Conclusion
Netflix’s competitive advantage is built from a system of capabilities rather than one resource. Global
distribution, product design, personalization, content commissioning, localization, brand, and
organizational adaptability reinforce one another.

The company’s strategy is evolving from a single subscription model toward a broader entertainment
and monetization platform. This evolution creates opportunities in advertising, live programming,
games, and intellectual property, but it also increases complexity.

Netflix will sustain advantage if it preserves a clear customer proposition while adapting faster than
rivals. The central strategic task is to turn global reach, technology, and creative investment into
engagement that audiences value and economics that can be sustained. (Barney, 1991)
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