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Netflix is known as a $20 billion “strong unicorn”, but what started off as a great success

in the United States quickly turned into trouble expanding globally.1 Netflix started the game

with an innovative business model, a movie subscription process offered online rather than in

stores. This changed the game for the movie and entertainment industry. The United States

represented about two-thirds of Netflix’s revenue, so when Netflix experienced a 50% drop in

U.S profits, Netflix knew it had to expand globally to remain sustainable.2

Company Overview

Expanding internationally came with substantial uncertainties and challenges in the

global arena. These included competition, expensive international content creation expenses,

relatively underdeveloped infrastructure (bad internet connection) in other markets, religious

differences/censorship from country to country, and language barriers just to name a few. Netflix

learned that in many countries the market environment is often very different from the

environment in the United States. Constant efforts to improve services internationally by

“bleeding money” did not pay off in the long run for Netflix.3

Although recently, Netflix has made huge international success with its new series “Squid

Game”. “Squid Game” has become Netflix’s most popular show ever, with 142 million

households sampling the title, and the number one program in 94 countries.4 Although “Squid

Game” was a huge success for Netflix, there are obvious areas where they could improve. Many

viewers claim that Netflix botched some of the Korean to English translations in the series.5 In

expanding content for other countries, Netflix also needs to be aware of cultural norms and



communications. Things like translating subtitles could have been improved with better research

and development. Today we will explore some more of the challenges Netflix has faced when

trying to expand internationally. We will also assess the causes of those challenges and present

some alternative solutions, as well as what we believe the best solution is for Netflix regarding

international expansion.

Challenges Netflix Faced in the Global Arena

It is impossible for an organization to globally expand without facing any challenges.

One of the obvious challenges that Netflix faces is competing with other large companies such as

Hulu and Amazon. These were just a couple of Netflix's competitors, not including large

companies in other countries. In India, Netflix had to compete with India’s most popular service

providers which included Eros Now, Ditto TV, Spuul, and Hotstar. In Japan, Netflix was up

against Rakuten Showtime.6 When it comes to competition between Netflix and another

country’s service provider, the other country may be at an advantage because their service

providers are made to follow the regulatory restrictions of that country, whereas Netflix faces the

challenge of having to modify itself to fit the regulatory restrictions of that country. Not only do

other country’s service providers already follow the regulatory restrictions, but since they were

established in that specific country, they most likely provide a huge amount of content

specifically directed to the people in that country.

Which leads to another challenge that Netflix had to face: creating and providing content

that was attractive to a specific country in order to lure that country onto Netflix’s side. Not only

is it important for Netflix to provide area-specific content, but it is also important for them to

have it available in most languages.7 Most, if not all, people would like to know and understand

what is going on in the movie or show that they are watching. Unfortunately, Netflix only



provided its services in 20 languages at most, and in some countries, only in English.8 There are

a number of countries where people speak little to no English, so expanding the languages that

Netflix’s services are provided in can be added to the list of challenges that they had to face. A

very important item to have when streaming using any service provider is a good internet

connection. Some countries had very poor network connection, which made it difficult to stream

their shows and movies on Netflix.9 If people have difficulties streaming their shows and movies,

they may decide to unsubscribe from Netflix or decide not to subscribe at all in the first place. It

is safe to say that finding a solution to the network issues in other countries was just another item

added to the list of challenges that Netflix had to overcome.

Lastly, global expansion usually requires an organization to spend a lot of money. Netflix

had to pay for partnerships with domestic companies, programming, marketing, distribution, and

technology costs when entering just one new country. All those costs added up for each country

Netflix decides to enter, is a huge amount of money. On top of those costs, Netflix went as far as

to purchase premiums for their global licensing deals.10 Thankfully, Netflix is a

multibillion-dollar company, and these costs are not too much for them to handle. However, if

Netflix continues to face so many expenses and not enough success with their expansion, it could

become an issue for them in the future. Therefore, financials could be another challenge that

Netflix may need to plan to face.

Assessing Causes of Challenges in the Global Arena

It is apparent that Netflix has experienced many international management complications.

Many of these challenges were the results of their slow growth into the international market.

Netflix relied heavily on the United States instead of expanding globally. The U.S. contributed to

a large portion of the company’s revenue. Meanwhile, other streaming services such as Hulu and



Amazon, provided their services to other countries including Japan and the United Kingdom.11

Other competitors offered free streaming and completely avoided working with content providers

and obtaining licensing. When Netflix did expand, they were present in over 190 countries.

However, by only providing 20 different languages they were not meeting the needs of their

consumers.12

In addition to these conflicts causing challenges, Netflix also faced religious differences

throughout the various cultures using their streaming services. Global expansion challenges

continued when faced with expensive premiums to receive these global licenses. With that said,

Netflix was strategic about expanding. They used a three-stage process to enter other markets

and although it was challenging in the beginning this could be a large contributor to their success

as of now.13

The first stage being to expand into similar markets such as Canada. This allowed for

expansion on a lower scale into countries that are similar to the United States. The second stage

was a more intense expansion stage. At this stage Netflix was present in about 50 countries. Each

of these countries was a strategic move. They selected the market based on similarities and

wealth. The third stage was the largest expansion into 190 countries.14

Netflix used the information gained from entering markets in stage one and two to

understand different audiences and what content they enjoy. Although the company faced

countless challenges entering these markets, their plan helped them work through language

barriers and content regulations for different markets. This exponential globalization was a smart

move for the company and allowed them to expand to a global market efficiently.

Although Netflix had a three-stage process to help them enter other markets, Netflix was

still faced with several challenges. Competition increasing substantially with companies such as



Amazon Prime or Hulu are on the rise.15 Netflix needs to create a comparative advantage in order

to remain sustainable. This will involve adjusting its expansion plan to compete with new

entrants. Local streaming services have a greater understanding of their consumer needs in

regional markets which has negatively impacted Netflix in the long run.

Netflix combated these cultural differences in the global markets by investing large

amounts of money into research that the company aimed to use to become more educated on

these different markets and understand what the best approach would be. Netflix had to be

proactive in adding more language options. They had to combat the slow internet in specific

countries by using technology and servers that are specific to each market. The barriers to

expansion were extreme. It cost Netflix a lot of money and research to combat the causes of

these challenges in order to expand quickly.16

Evaluating Alternative Solutions

Netflix has become the number one streaming service in the world.17 The company has

experienced great popularity and has succeeded in entering global markets. With that said, the

company did experience many roadblocks during global expansion. Some alternative solutions

could have been expanded sooner rather than later. By making their services available overseas

earlier on, it may have minimized their competition. Services such as Hulu already being

globally present created an obstacle. This could have been avoided had they expanded prior to

the competitors.

The company also faced challenges providing attractive content to different cultures.18 By

maintaining an awareness of changing customer interest and market trends, Netflix could have

avoided this obstacle. It is in the company’s best interest to be up to date on all the different

cultural expectations and adapt content to serve the local consumers’ needs. This could include



the streaming options and languages available. Being familiar with the cultural rules and

boundaries of a new market and assessing these obstacles from a global perspective is vital when

earning the trust of new consumers.

Another solution is to increase financial commitment to research and development.

Extensive research could have minimized risks associated with entering a new market.19 If

Netflix implemented more research into their expansion, they could have had a competitive

advantage over other streaming services. Research would have shown that internet quality and

streaming availability may be unstable in certain markets, and they could have addressed these

issues prior to entering those environments.

In addition to entering sooner, understanding cultural expectations, and increasing their

financial commitment to research, expanding their international business relationships could

have aided Netflix in the globalization process as well.20 International relations are crucial to

understanding how cultures, people and businesses all work together. Utilizing overseas business

connections prior to entering a foreign market gives a company greater insight into the viewers’

wants and needs.

What Is The Next Step?

In assessing challenges, the causes of those challenges, and evaluating alternative

solutions, the best alternative solution for Netflix to help better expansion into global markets

would be to increase financial commitment in the research and development areas of the

company. If Netflix were to implement this alternative solution, they would be saving both time

and money. Netflix performing more research on a market/country they plan to expand to, would

make Netflix more aware of the trends in that particular market/country.21 Which in turn would

help Netflix better tailor their product to their target consumer at hand. Netflix would be able to



know beforehand the type of content they need to produce and the languages that content needs

to be in. Once market trends and customer needs are established, Netflix can take the time to

make any changes necessary to ensure a smooth expansion and market penetration process. This

approach would be much more beneficial than the approaches that Netflix has taken in the past to

try and solve its challenges. If Netflix were to use this alternative solution to create a competitive

advantage, they would save money by doing their research beforehand, which would leave them

with more money to spend on the development of the infrastructures in the countries that need

upgrades in order to have access to proper service connection required for the streaming of

Netflix’s services.22

Unfortunately, Netflix’s choice to expand into certain countries without doing extensive

and efficient research ended up hurting them in the long run.  By doing so, Netflix has had to

learn the hard way that there are issues with bringing their product into foreign markets without

first tailoring their product to suit the needs of the consumer in that market/country.23 With these

mistakes being made, the company is now having to spend more time and money to fix these

issues. In the end, Netflix would benefit greatly from an increase in their financial obligation to

their research and development in other countries to help better tailor their product to meet the

needs of the target market consumer. Therefore, the best solution for Netflix would be to better

their market penetration process by increasing their commitment to research and development in

order to properly tailor their product to the target market consumers’ needs.



Exhibit 1: Financial Data of Netflix (2019-2021)

Source: “Financial Statements.” Netflix Investors, https://ir.netflix.net/financials/financial-statements/default.aspx.



Exhibit 2: Annual Financial Performance of Netflix (2016-2020)

Source: “Netflix Inc (NFLX) Stock Price & News.” Google Finance, Google, https://www.google.com/finance/quote/NFLX:NASDAQ?sa

https://www.google.com/finance/quote/NFLX:NASDAQ?sa=X
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