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Abstract

Purpose: This comparative study of streaming services in different cultural and
economic contexts shows how they optimize the user experience by improving
recommendation algorithms, upgrading infrastructure, and developing global ser-
vices, in responding to the crisis of losing subscribers.

Method: We use analysis of industry documents to demonstrate how different
approaches to streaming video business value user-generated data and recon-
struction practices.

Findings: There is already a similar trend among global streaming platforms to
create a pan-media entertainment & cultural service by increasing revenue streams
and merchandise offering categories, as well as keeping subscriptions and attracting
more viewers in the long run.

Practical implications: The study displays how streaming platforms with SVOD,
AVOD, and Mix-funded modes are changing their business strategies in the current
hyperinflationary and increasingly competitive media market, updating how they
create user-centered practices in search of ultimate commercial success.

Social implications: It also illustrates how different commercial streaming service
formats end up with similar solutions to the challenges.

Originality/value: The study is a comparative analysis of the streaming phenome-
non as it happens in real-time, complementing the observation and evaluation of the
latest updates in the streaming industry and predicting the future trends of global
brands in the digital ecosystem under different commercial and cultural logics.
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1 Introduction and context

Streaming media is considered to be an updated generation of media forms (Herbert
et al. 2018) and new inventions (Kaplan 2014) in the digital and internet era. By
challenging the traditional distribution methods of television programs and films
(Lotz 2021), streaming media uses a customized and personalized strategy (Noam
2021), applying recommendation systems to actively communicate directly with
audiences and sell media viewing services and marketing brands. Currently,
streaming is one of the most important forms of contemporary digital media (Lobato
2019).

The rise of streaming comes at the intersection of the digital transformation of
media content production (Atkinson 2018) and the comprehensive platforming of
the cultural industries (Nieborg and Poell 2018). Pan-cultural sectors, including
music, film, news, radio, and other forms of communications, are being produced
and stored as digital copies and distributed in national and international markets.
They are strongly impacting the mass media system that has been established for
decades (Murray 2016). Among the many forms, video streaming is seen as an
essential example and has received a great deal of attention from academia (Dixon
2013; Flew et al. 2022; Hartley 2012).

Different business models have emerged from various video streaming media
practices, including the subscriber-funded mode, also known as SVOD (subscription
video-on-demand), which relies entirely on subscription revenue; the freemium/
AVOD (ad-funded on-demand), which relies entirely on advertising revenue; and the
Mixed-funded mode, which combines the above two features. These models highlight
different levels of audience engagement, ranging from fully audience-funded to
advertisers and viewers paying for their respective products to fully advertiser-
funded. Thus, audience-generated data are applied for various purposes under
different payment methods but are considered part of the production material in
common.

This article takes a comparative approach, using the US-based streaming brand
Netflix and the Chinese streaming brand Tencent Video, to emphasize the com-
monalities and differences between dissimilar cultural and economic circum-
stances of streaming video services as a common global phenomenon. The result
aims to illustrate how different business practices influence and determine
audience-centered financial decisions in streaming media, especially in content
creation, algorithm, and infrastructure.

Netflix and Tencent Video represent a diverse range of streaming business
models: one is a streaming service mainly dependent on the video production and
distribution business; the other is an independent video entertainment-sharing
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platform owned by its parent company Tencent. Both are looking for similar growth
with different subscription models. Before 2022, Netflix was a fully subscriber-
funded platform, offering ad-free HD video viewing until the last quarter of 2022,
when it announced a ‘Netflix Basic with ads Plan’ in selected pilot countries,
providing lower price subscriptions in exchange for ad viewing hours (Peters 2022).
Tencent Video, on the other hand, was first established in 2011 as an ad-funded
aggregator of a wide range of original pop-culture content, offering a wide range of
media and entertainment services. A year later, Tencent Video launched a new
membership plan that encouraged users to pay a monthly fee in exchange for ad-free
viewing experiences of premium HD video. This latest turn of Tencent Video’s
business continues. And now, it allows users to choose between a free service with
ads and paying service without ads.

Netflix and Tencent Video are the top streaming service providers in terms of
subscriptions in the US and China, respectively. Netflix has over 230 million
subscribers worldwide (Statista 2023) and ranks No. 1 in the world in terms of
subscriptions; meanwhile, Tencent Video obtains over 161 million subscribers
worldwide (Tencent 2022c) and ranks No. 4. Defining themselves as transnational
companies, Netflix and Tencent Video have launched their international-level
business for the global market, partnering with overseas media production
companies, creative industry practitioners, and local TV channels to commission
and invest in the production of original titles and then distribute these TV shows
and films in multiple countries with both local cultural styles and global-level
production (Keane et al. 2022; Lotz 2022). Both Netflix and Tencent Video have
developed distinctive streaming formats in doing business with their respective
large numbers of subscribers. They value and actively exploit the impact of user
interaction data on digital content production and distribution, algorithm
adaptation, and industrial organization. Therefore, the practices of the two
brands can serve as a reference for the diversification of streaming platforms in
the international digital market.

As a new technological tool (Kaplan 2014) and business model (Srnicek 2016),
video streaming challenges traditional media operations by re-examining the
relationship between the platform itself, the audience, big data, digital labor, and
commodities. From a political economy perspective, these fluid shifts in power give
rise to a real-time reflection on streaming as a phenomenon of commercial and
cultural application, with the fundamental questions being asked: Firstly, how to
define the audience in the context of digital participation. Secondly, what is the
nature of the audience’s (cultural) work, and what do they get in return for their
interaction? Third, from a commercial perspective, how can streaming platforms
balance audience interest and succeed in a dynamic relationship that lasts over
time? The article will analyze how streaming brands in different business modes
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reposition themselves concerning their audiences in the production and distri-
bution of digital content. The key argument is that streaming services should
recognize audiences’ value in data generation, content creation, and distribution,
build user-centric recommendation systems, and train algorithms to provide
effective analytics results to help streaming brands keep subscribers and attract
more. Itis also the key for streamers to gain an edge in the global marketplace in the
future.

2 Theoretical framework and methodology

Viewing the internet as a democratic space in which all people can participate,
Keltie (2017) illustrates how the twin conditions of digital technology and media
convergence have brought about changes in the foundation of media production
and consumption: audiences (whether conscious or unconscious) are involved in
contributing to digital content and transforming parts of their behavior into labor
values that are integrated as part of the commodity. Based on these characteristics,
consumers in the platform era are described as interactive audiences (Jenkins
2006), empowered audiences (Hesmondhalgh 2010), and democratic audiences (de
Beus 2011). These definitions demonstrate the importance of audiences regarding
digital goods in Internet commerce and highlight research on the importance of
audiences as a digital workforce.

Audience research (Turow 2013; Wayne 2021) and unpaid digital labor (Fuchs
2014) were essential issues of early-stage platform studies and provided a different
perspective on how to view the relationship between users/consumers and service
providers/markets. However, a distinction should be made between on-demand
media and consumer engagement, as opposed to other types of media with UGC
(user-generated content) contributions, where the audience does not directly
participate in creating and sharing content. Therefore, when discussing the evo-
lution of power between streaming platforms and audiences, it is crucial to figure
out which categories of audiences are the subject. Such as Netflix, where content is
created and circulated entirely by professional producers and teams, the audi-
ences’ role is not the same as that of Youtube and TikTok, which rely heavily on
user-uploaded content and amateur creations. Even though all platforms connect
with digital audiences’ participation, whether consumers are directly involved in
content production will define what kind of business they are in (Cunningham and
Craig 2016).

Referring to the classic discussion of the cultural industries, Adorno and
Horkheimer (1993) give a more homogeneous assessment of the audience: they see
the audience as passive consumers of products and texts. This historical perspective
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is based on the recognition of the identity and creative contribution of the producer,
and more credit goes to the production team, the platform, and the investor. How-
ever, as the platform economy and business of attraction (Lépez Garcia et al. 2019)
increasingly rely on big data and the recommender system (Marciano et al. 2020),
subscribers to streaming video services should not simply be defined as recipients of
culture and objects of exchange of goods. Because audiences participate in the ex-
change of products and services, they are one generator of big data, and thus become
part of the production.

This procedure of audience interaction in the production of data can be dis-
cussed in two parts: active data production, i.e., data that are added and recorded
through the spontaneous actions of users such as searching, subscribing, com-
menting, etc.; and passive data production, i.e., data that viewers produce through
feedback with the system, including pausing viewing, leaving the page, accepting
recommendations, etc. Both active and passive data production is relevant to the
commercial success of streaming media (Marr 2015). Platforms want to make the
most efficient use of data and keep subscribers, while subscribers expect a better
media experience and initiative in data production and content production in
return (Plothe and Buck 2019).

Considering the technological changes in the field of media communication
and the renewal of industrial structures, debates on whether audiences should be
seen as commodities (Wasko 2018) or currencies (Moro Visconti et al. 2017) are
happening. Using real-time streaming practices as research subjects, political
economists are concerned with ownership and control of the industry (Curran and
Hesmondhalgh 2019) and are actively engaged in discussions about who should
lead business decisions and branding strategies in digital, particularly streaming
media. The overlapping view comes from critical media industry researchers
(Havens and Lotz 2012). However, they pay more attention to the intrinsic rela-
tionship between commodities and industry structures and attempt to clarify the
links between people (including producers, audiences, advertisers, etc.), content/
products, and capital in the industry from a micro-level. Both perspectives bring the
audience - the key source of big data and the object of media consumption - into the
frame of discussion, considering how to define the value of the audience for
streaming brands in a specific historical period and geographical space. At the same
time, the interrelationship between different factors of production is respected, and
the commerecial initiatives of streaming providers to increase audiences are included
in evaluating their industry strategies.

Based on these theories, this article examines the impact of audience activity
and the data they actively/passively generate on the content production and dis-
tribution strategies of on-demand media and subsequently predicts the possible
involvement of audiences in the future by combining the real-time practices of
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Netflix and Tencent Video, brands from the Global North and South. This
comparative study collects and analyses data from varied business models and
cultural markets. The result is a complement to Western-centric perspectives on
the business practices of digital media. It enriches the application of political
economy and media industry studies to critique the business models of streaming
media, enhancing the understanding of audience-generated data as an important
contributor to digital content production.

Using the document analysis method, this article provides insight into the
published industrial reports and financial data of Netflix and Tencent Video. The
information offers solid evidence for understanding how streaming media develop
effective business strategies based on the generation and use of data during viewer
engagement, while industry files also re-examine the real-time decisions made by
streaming brands concerning updated user relationships. Combined with the
documentation of market feedback, such as user reports, these data help to under-
stand how platforms balance audiences’ interests and their commercial success.

The dominant approach of industry analysis focuses on combining industry-
specific developments with the expectations of the target market (Baker 1973),
discussing existing and potential future business decisions and how regulations
may help companies achieve desired outcomes. This articleused a case study
approach to understand how Netflix and Tencent Video, in the current global
market of streaming media, take advantage of platformisation and users’
engagement as resources for basic algorithms and fuel for recommendation sys-
tems (Schintler and McNeely 2020). This closed-loop system facilitates the flow of
further quality services and satisfaction to the media audience (Kim et al. 2021). It
subsequently constitutes the key to commercial success in their future target
markets.

We propose a critical media-industry analysis structure to illustrate that the use
of big data and the reconceptualization of the power relationship with the audience
are rooted similarly across the different business models of streaming media. This
method is highly practical for tracking and updating market data and audience
feedback in real-time. Additionally, the analytical structure is a cross-comparative
model that can help assess the sources of difference in business strategies between
the two brands and provide text on the conditions of implementation, effectiveness,
and prospects for possible future changes. The comparative study findings will be an
important tool in explaining streaming media business strategies.

This article uses public filings from 2013 to 2022, including quarterly and
annual reports of Netflix and Tencent Video, subscriber agreements, research ar-
ticles published by Netflix Research, user experience reports, trade press with
relevant industry information, public statements by spokespeople, and secondary
information such as news reports. The study focuses on current industry dynamics
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and changes over the last three years (2020-2022) and therefore emphasizes recent
public material. The analytical approach reflects a continuous focus from macro to
micro, not only comparing the general practices of streaming platforms with
different business models in the background of a similar global digital platform
industry, but also focusing on the distinctions between several cultural and eco-
nomic markets. Therefore, the qualitative approach to comparative research is a
reasonable choice.

3 Different business strategies and comparative
study

The digital transition of the media industry and the rising popularity of online
video viewing have witnessed a change in the relationship between content pro-
viders and content consumers. Streaming media has long been seen as a competitor
and successor to cable TV (Shattuc 2020). Still, the only thing it inherits from TV
is the form of content, i.e., TV shows, reality shows, and documentaries. The
merchandise streaming peddles is distinctly different from traditional television or
cinema: Television sells content, such as an episode of a TV series; however,
streaming sells subscription service (Lotz 2022). Streaming as a platform no longer
worries about the success of a single show, but about retaining the maximum
number of subscribers and attracting new ones.

Streaming media under different fee models are responsible for various
parties. SVOD ones only respond to their subscribers, aiming to produce content
that spans a long time and can match subscribers with the best of their interests in
real-time (Weidhaas et al. 2021). Therefore, subscription consumption constitutes
(almost) the entire revenue. For this type of streaming, it is crucial for platforms to
produce content that reaches the audience and meets their aesthetic requirements.
Relatively accurate recommendations are essential. Brands in the AVOD mode are
responsible for advertisers, as advertising revenue determines what content can be
produced and which group of audience it is distributed to. In that case, the viewer’s
attention (Sherman 2020) and the duration of that attention are sold as a com-
modity. Advertisers decide whether and how to invest on the basis of the audience
data they receive. Besides, in the Mixed-funded mode, however, satisfying the
user’s tastes and maintaining the user’s attention are both important to the com-
mercial success. As a result, according to critical media industry research (Havens
etal. 2009), the source and composition of funding, i.e., the proportion of subscriber
revenue and advertising revenue, needs to be clarified to evaluate a mixed-funded
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Table 1: Streaming media services under different business models.

Streaming Source of Commodities Key to success
service mode income

SVOD Audiences’ sub-  Streaming services in general; the  Satisfactory recommendation
scription fee library collection of digital content, results; high-quality shows,
etc. etc.
AVOD Advertisers’ Audiences’ attentions; possible Large subscription number;
investment subsequent purchase behaviors,  Vvisibility; loyal audiences;
etc. reputation, etc.

Mixed-funded  Both subscription Streaming services; content; audi-  All mentioned above
and advertising  ences’ attentions; click and browse;
possible subsequent purchase, etc.

streaming video service, as this will determine the main products traded by these
streaming platforms and the nature of their business. See [Table 1].

As one example of the platform economy, streaming aggregates content pro-
ducers, advertisers (if they exist), and consumers together. However, in different
models, these three objects are assigned variable identities. For example, in the
SVOD mode, data is an essential means of production, and consumers are seen as
part of the production resource and make key contributions to data collection and
presentation. Therefore, the audience is given the role of a producer and a con-
sumer. In the AVOD mode, on the other hand, data are advertisers’ primary object
of trust and consumption (Barreto and Murdock 2021). Therefore, as the data
source, the audience is passively part of the commodity. In this case, the audience is
both a consumer and a product. The role of the audiences is fluid, changing, and
multiple across the different service models and stages of service delivery in
streaming media.

The users’ engagement with any content on the screen is accumulated and
stored as raw data in a personal digital profile, from active data generated by the
user’s input of content and resulting behavior to passive data generated by com-
puter software that mines the content and asks for a relative response from the
user. All user data are for generating detailed profiles of their likes and preferences
and for advertisers looking to promote their brands more accurately and effec-
tively. This article will illustrate how two iconic brands, Netflix and Tencent Video,
have recognized the value of audience-generated data for business strategies and
then built user-centric recommendation algorithms to help achieve commercial
triumph.
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3.1 Netflix

Since founded in 1997 in Scotts Valley, California, beginning as a DVD-mailing
rental service. Until launched a new streaming service in the U.S. in 2007, Netflix
initially defined itself as a subscriber-funded video business. The business model is
characterized by Netflix providing a high-quality service completely free of
advertising and opening up the entire (regionally) available database, or library of
title collection, to viewers, who pay a fixed monthly fee to support the service. As a
result, subscription fees from viewers represent the majority of SVOD revenue
(Netflix Inc. 2021). According to Netflix’s (2022) Q4 Financial Statements, interest &
other income accounted for only 2.2% of total revenue, while the rest was sub-
scription revenue. Thus, Netflix’s dependence on subscribers in this model dictates
that the ultimate goal of its business is to maximize the number of existing sub-
scribers by encouraging long-term subscriptions and attracting potential new
audiences.

In the early stages of development, Netflix executives believed that the key to
maintaining subscribers’ continued interest in the service was the satisfaction of
their entertainment needs (Hallinan and Striphas 2016). The principal element of
this was the ability of the recommendation algorithm to deliver precisely the
results viewers wanted. With this logic in mind, Netflix first encouraged computer
engineers, mathematicians, and algorithmic scientists to participate in the first
programming competition, called the Netflix Prize, to reprogram its recommen-
dation system to ensure that content is better matched to viewers’ interests. The
Netflix Prize was a gimmick with a one-million-dollar prize. The competition did
help Netflix initially build an industry-leading video recommendation system,
which has been refined over the years. In post-contest surveys, Netflix received the
highest score and was ranked No. 1 among the online satisfaction list reported by
United Press International (Schuman 2007). In addition, Netflix’s subscription
revenue exceeded $1.2 billion in 2007, compared to $682 million in 2005 (Ruby 2022).
Even considering Netflix’s transition from a mailing physical copy service to an
online streaming service in the year following the competition, the growth in
revenue during this period was enormous. Optimizing the recommendation algo-
rithm and subsequent positive feedback gave Netflix the confidence to complete
the commercial transition and helped it firmly establish its user data-centric
strategy (Burroughs 2019).

Building on the raw data it had accumulated from its DVD-by-mail service,
Netflix launched a streaming experience that quickly became a success, beating out
its old rival Blockbuster in short order (Marketline 2011). Sensing the superiority of
video streaming services, in 2011, Netflix completed the whole ‘going online’ path,
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abandoning its offline business and embarking on a new strategy: producing original
content. In 2012, Netflix released its first original series, Lilyhammer, and released all
episodes at once. This was an innovative move that has since been replicated by other
streaming platforms. The following year, Netflix published the original series that
made it more famous, House of Cards.

Optimizing its recommendation algorithms and business strategy brought
Netflix more subscribers, which generated more interactive data that it valued and
used in its subsequent content creation and production. In 2013, Netflix collected
and calculated data from 30 million viewers and 4 million reviews (Carr 2013), as
well as judging the performance of previous films, and decided to combine director
David Fincher, with actor Kevin Spacey, in a remake of the political drama House of
Cards. The series received an overwhelming global hit and an increase of 3 million
subscribers (Petraetis 2017). This was a direct example of translating audience
demand into content production. It has since opened up the industry and academic
attention to Netflix’s success in using audience behavior data to predict interests
and put them into production in the cultural industry. Since then, Netflix’s name
has been successfully associated with big data; the audience behind the data, as a
source of the contribution, has gained a more critical role in media production.

Netflix has replicated the success of House of Cards several times in the years
since, using similar data analysis to invest in popular titles. After collecting,
calculating, and applying viewer behavioral data and gaining positive economic
results, Netflix has become more focused on the importance of large amounts of
user data to its business success and building a user-centric experience on all
fronts. This included upgrading its infrastructure. In the pre-streaming era, Netflix
stored its initial data on several large Oracle servers with Java front ends in Cali-
fornia. However, in 2008, Netflix experienced significant database damage, leading
to a three-day suspension of operations. This loss made Netflix executives realize
that a reliable, horizontally scalable system was required to protect the long-term
storage and efficient use of data (Farrow 2011). Accordingly, Netflix chose AWS, a
cloud storage service owned by its competitor Amazon, as its new data center. This
data migration has allowed Netflix to retain existing subscribers and has led to an
exponential increase in good viewing interactions for users, thus meeting the need
for more data production and storage (Amazon Web Services 2016).

The use of AWS provides the technological foundation for Netflix to scale
rapidly, operate securely, and fulfill the capacity requirement anywhere in the
world. Additionally, AWS allows Netflix to communicate with artists and viewers
worldwide without the limitations of technology or geographic barriers. As of 2022,
Netflix is already present in over 190 countries and territories, and AWS’s global
distribution helps it address the need for computing power in different markets. The
AWS services are complemented by a Netflix-owned content delivery network (CDN)
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named Netflix Open Connect, which provides a better and smoother video viewing
experience for subscribers globally (Amazon Web Services 2023).

By partnering with Amazon’s cloud storage service and transferring user data,
Netflix chose to secure the data and maintain efficient data analysis. With the data
transfer, Netflix realized that the security and efficiency of storing and processing
user data are a prerequisite and the heart of all their business activities. Netflix’s
commitment to user data and the development of a user-centric infrastructure and
distribution network is also evident in the vast annual expenditure of over $1 billion
to AWS.

However, hardware and software updates will not help Netflix stay competi-
tive in the global streaming market forever. As more similar businesses enter the
market, such as Amazon Prime Video and Disney plus, brands that also use big data
to create user-centric streaming services have impacted Netflix’s novelty and
diverted some of its subscriber base (Lobato and Lotz 2021). Moreover, with the end
of the COVID-19 pandemic lockdown and market inflation, Netflix saw a loss of
subscribers and a decline in willingness to subscribe (Flew and Park 2022). Algo-
rithm optimization and infrastructure alone are no longer enough to help Netflix
regain its dominance in the market.

Netflix reported a significant drop in subscriptions in the first quarter of 2022,
the first decline in a decade (CNN Business 2022). As more brands, such as HBO Max
and Hulu, allowed subscribers to watch ads in exchange for the video viewing
experience at a lower price, Netflix also began to wonder if it needed to add another
tier of service in an attempt to mitigate the loss of subscribers. The debate continued
for several years. That is until Reed Hastings said in a public speech in April 2022:

Those who have followed Netflix know that I have been against the complexity of advertising
and am a big fan of the simplicity of subscription. But as much as I'm a fan of that, I'm more of a
fan of consumer choice. And allowing users who would like a lower price and tolerate adver-
tising to get what they want makes much sense (TechCrunch 2022).

This statement expresses Netflix’s reluctance to switch its business format, but
respecting the needs of its subscribers, a plan to exchange ad viewing for lower
subscription prices is an imminent action. Therefore, in November 2022, Netflix
began offering a new Ads Tier service, allowing subscribers to pay a lower monthly
fee in exchange for watching 4 min ads per hour (Netflix 2022). Netflix named this
new plan “Netflix Basic with ads Plan” in its 12 major markets (including the US, UK,
Canada, Mexico, and Brazil) as pilots and designed it to evolve the plan and launch it
in more markets. In its home market the United States, a subscription to the ad-based
Netflix service can save $3 per month on the base subscription fee. The plan differs
from converting Netflix into a simple AVOD business but introduces multiple
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planners, allowing subscribers to choose their type of service. Therefore, Netflix’s
new initiative can be seen as a different kind of Mix-funded business.

Furthermore, Netflix has other plans to increase potential subscribers,
including the newest-announced cancellation of password sharing, which used to
be one of the main attractions (The Wall Street Journal 2022). Netflix requires non-
family members to pay for additional logins. The backdrop for the plan is also
Netflix’s concern that multiple account sharing will negatively impact the sub-
scriber loss they experienced in 2022. The stop password sharing act has not yet
been made public regarding how and where it will be implemented. However,
some media outlets have made predictions based on published information (CNET
2023). The news gained much attention on social media and quickly became a
trending topic, with many users reporting negatively on the news (Stuff 2023). Since
Netflix has always positioned itself as the leading brand for home entertainment
(Mulla 2022), this initiative was attacked for going against the brand’s positioning.
While Netflix has introduced several features that encourage shared entertain-
ment experiences, such as 2020 renamed expanded service Teleparty (formerly
known as Netflix Party), a free chrome extension that allows friends in different
locations to synchronize their video viewing and can be used for content libraries
from multiple streaming brands; this feature has not really been in the audiences’
favor, especially since Netflix decided to scrap its password sharing service. This is
because off-site users need an extra active Netflix account to log in. Consequently,
this function aims to make Netflix a popular social media and a necessary means of
maintaining relationships and connections. People not part of this social circle feel
forgotten or excluded (Jenner 2018) and are forced to subscribe to Netflix to have
everyday conversations.

Netflix has not yet responded to these criticisms, but it is clear from these two
important changes for Netflix that the platform is most anxious to maintain its
subscriber base, even if some of its strategies are not directly aligned with viewers’
demands in their current form. The subsequent impact of these two changes will
not be observed until they are formally and widely implemented. It will be
necessary for academia to keep an eye on whether Netflix modifies and responds to
these strategies in the next year or two.

3.2 Tencent Video

De Kloet et al. (2019) comment that the current generation is witnessing the rapid
progress of China’s social platform. Similarly, Curran and Hesmondhalgh (2019)
highlight that China is now becoming a key player in the global media and technology
scene. Supported by the government’s ‘Internet+’ policy (Keane 2016), China now has



DE GRUYTER MOUTON Streaming media business strategies —— 15

a fast-growing and ubiquitous array of platforms: Payment, transport, housing,
culture and entertainment, and other items essential to everyday life are available in
the form of platforms (e.g., portals or smartphone apps). The boundaries between
platforms and public infrastructure are becoming increasingly blurred, and plat-
forms are now integral to everyday life. These platform practices and technology
companies from China provide the Chinese logic for developing the Internet-sharing
economy. They are different from the Western method represented by the United
States, which adds a diverse sample of global practice. In 2016, the General Office of
the State Council of PRC announced four phases of a national platform strategy,
including trade connectivity, payment and e-currencies, social credit systems, and
smart city infrastructure, to begin, highlighting the trend of shifting control of trade
in goods and services from the state to digital platforms.

Against the background of international and domestic platform-based strategic
developments, Tencent Video, the cultural and entertainment services industry
owned by Chinese internet technology giant Tencent, has taken the lead in becoming
China’s pioneer video service, providing users with an online HD video viewing
experience, thanks to a fully modernized infrastructure and advances in mobile
communication technology (de Kloet et al. 2019).

Tencent Video first launched its business in China in 2011. At its inception,
Tencent Video was a completely free service, offering a selection of TV series, films,
and news clips. Audiences did not need to sign up for an account or purchase a
subscription to access the entire collection. In addition, the Tencent Video platform
allowed individual users to upload their content, including video clips and some
independently filmed tapes. Thirty-second to 1 min ads automatically accompanies
all content uploaded to Tencent. Advertising revenue was the main source of income
for Tencent Video in the early years. In 2011, Tencent reported advertising revenue of
approximately 2 billion RMB (equivalent to 293 million USD), representing 19.6% of
total revenue for the year (Tencent 2015). As Tencent does not report on its separate
video business, we are unable to obtain accurate information on Tencent Video’s
advertising revenue in its first year. However, the annual report shows Tencent’s
confidence in this fledgling video entertainment business.

In 2012, Tencent Video launched a value-added service called “Hollywood
Membership,” which allows subscribers to access selected movie content and enjoy
ad-free experiences. Moreover, subscribers can personalize their Tencent Video
account. This “Hollywood membership” was the predecessor of Tencent Video VIP.
After a strategic change, Tencent Video eventually defined itself as a streaming
service aggregator operating a full range of video content, offering not only TV shows
and films but also anime, music concerts, live sports, online classes, live games, and
other diversified products. After canceling the ‘Hollywood membership’; Tencent
Video launched a subscription service called Tencent Video VIP, which charges 30
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RMB (about 4.4 USD) per month and offers a full range of video content on its
platform.

It was in the mid-to-late 2010s that several Chinese streaming platforms,
including Tencent Video, finished restructuring their businesses and started
commercial activities in an orderly manner. As a result, Chinese audiences are not
familiar with the model of paying for digital video content (Liu et al. 2015). Addi-
tionally, unlike the United States audiences, who have a long history of paying
exorbitant fees for cable TV, the Chinese spend very little money each year to watch
television programs (Oba and Chan-Olmsted 2005). Consequently, many Chinese
audiences are uncomfortable with the idea of paying extra for digital content as the
trend of video products going online. In this case, Tencent Video has allowed some
of its content to be made available for free to unsubscribed viewers (also referred
to as ‘Visitors’). Currently, Tencent Video only offers a small percentage of its entire
library of free content, including some TV series, films, and children’s content.
Visitors are required to watch between 45 and 90 s of ads per episode in exchange
for access.

Tencent Video’s complex subscription rules make it difficult to categorize it as a
standalone SVOD or AVOD service. Due to its diverse revenue streams, Tencent
Video is seen as a Mix-funded on-demand platform. Although Tencent Group rarely
directly discloses commercial data related to Tencent Video due to the involvement
of advertisers, some third-party documents are publicly available to help under-
stand the composition of Tencent Video’s revenue. In 2017, Tencent Video reported
43 million subscribers. It also claimed that the paid subscription revenue only
accounted for 30% of its overall income (South China Morning Post 2017). There-
fore, in the late 2010s, Tencent Video’s primary source of revenue was advertising,
although they also received some direct money from audiences.

As Tencent Video increases its investment in original content and enriches its
library (Lin 2022), it has seen a significant increase in subscribers. By 2021, Tencent
reported 124 million subscribers, almost three times the number in 2017. Ac-
cording to the Tencent 2021 annual report, Tencent Video has consolidated its
number one position in China with its diverse content in anime, drama series, and
sports games. Meanwhile, Tencent is implementing cost-optimization processes,
along with expanded sales channels and high-quality content and services, to
maintain its leadership while reducing financial losses. However, while sub-
scriptions are increasing, Tencent is facing a crisis with overall media advertising
revenues continuing to decline, falling by 25% to 3.2 billion RMB (approximately
469 million USD) in 2021. By the third quarter of 2022, advertising revenue had
dropped again to 2.6 billion RMB (about 381 million USD). According to a report
published by App Growing (2021), the proportion of advertising revenue generated
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by Tencent’s cultural and entertainment services (excluding games) to total rev-
enue in 2021 is only 11.1%.

Torecover from this significant drop in advertising revenue, Tencent Video has
emphasized the quality and growth of its membership subscriptions in recent years
(Tencent 2022a, 2022b) and has embarked on a series of user-focused reforms. These
include using big data and user behavior records, reviews, social media word-of-
mouth, and other information to customize its TV and film content better to match
the tastes of the Internet-age audience. A trend already in place is that Tencent
Video will adjust its production strategy for the following year based on the hot
titles from previous years’ episodes to bring it as close to viewers’ preferences as
possible. Tencent Video publishes the genres, categories, and sometimes IPs that it
expects to produce in the coming year at its annual launch event in the middle to
end of the year, as well as a list of alternative casts, and makes them discussed
online. Meanwhile, Tencent Video also collects real-time feedback on the projects
from social media groups, pro and con comments, and reposts. The data are
combined with previous behavioral records, such as the number of clicks, plays,
pauses, and likes of similar content on Tencent Video, to inform the emergence and
modification of new proposals. For example, in 2019, the costume martial arts
drama Qing Yu Nian (JX 42 4F, 2019), majorly invested by Tencent Pictures, received
much attention in Chinese social media. The series was adapted from online
literature of the same name published on Qidian.com, an online reading platform
owned by Tencent group, and premiered on Tencent Video. Due to the success of
Qing Yu Nian, Tencent Video replicated this template and, in 2021, produced another
costume action-drama series based on another online martial arts novel, Sword
Snow Stride (%5 1% JJ17, Xuezhong Handaoxing, 2021), casting with the same lead
actor from Qing Yu Nian. The series was co-produced by China Central Television and
Tencent Penguin Pictures, a subsidiary of Tencent group, and broadcast on Tencent
Video as the exclusive online distribution platform. As a result, audience feedback
and user data influence Tencent Video’s choice of content production, and it has a
degree of say in allocating creative resources. This procedure is guided by audience
interaction: the platform expects audiences to provide more timely opinions and
reflect their interests and tastes, and the platform offer products that meet the
aesthetic expectations of viewers and promptly satisfy their preferences and de-
mands for a particular type of cultural commodities.

Additionally, unlike Netflix, the viewership and click-through rate of Tencent
Video’s shows and movies are publicly available. Advertisers can quickly obtain
reliable data from the front database and survey companies. For advertisers working
with Tencent Video, three main online advertising billing methods can be used to
calculate exposure and advertising costs: 1) CPM (Cost Per thousand impressions), 2)
CPC (Cost Per thousand Click-thousand), and 3) CPA (Cost Per Action). These three
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models are based on the number of views, clicks to the ad page, and direct spending
from the ad page, respectively. Obviously, the higher the number of clicks and watch,
the more excellent the opportunity for advertising to do their work. This not only
protects the interests of Tencent Video as an intermediary platform but also allows
the platform indirectly to benefit from the viewers’ behavior of watching ads,
clicking on ads, and leading consumption of ads. Therefore, the level of advertising
revenue is closely related to user behavior and the number of subscribers.

Apart from content updates, Tencent Video also recognizes the importance of
infrastructure establishment and updated internet technology to cater to the quality
viewing experience of streaming media on mobile devices. As a result, more than a
million cloud servers have been set up in Tencent’s key markets, such as several
major Asian cities — Beijing, Shanghai, Chengdu, Tokyo, and Bangkok — which are
responsible for Tencent Video’s data storage and operational computing. The use-
fulness of setting up base stations in major cities is apparent: Tencent takes
advantage of a wide range of acceleration nodes to deliver the content it needs
steadily, without the resulting delays caused by network congestion, operator dif-
ferences, cross-region, cross-time zones, etc. This means that viewers can confidently
use the Tencent Video app on their mobile devices and have a high-quality and
smooth video viewing and downloading experience (Tencent Video 2021). The con-
struction and layout of the servers reflect Tencent’s mapping of the geography of its
users and show an understanding of the composition of its user base. This infor-
mation may be fed by big data, but it influences the Tencent Group’s infrastructure
blueprint in both directions. The Tencent Video User Agreement 7.2.1 states that:
“You (the audience) understand and agree that to provide you with an effective
service, the software will utilize the processor and bandwidth resources of your
computer equipment (2021)”. The audiences will also be required to pay the cost of
their privacy in exchange for a good service. While China and the United States
have achieved mainly freedom in hardware production, streaming video platforms
are added to the system as part of the software, along with cables, base stations,
satellites, and other communications equipment to form a larger interconnected
world media picture.

In 2019, after accumulating a large amount of excellent original content,
Tencent Video launched its first overseas version of WeTV, which provides service
in 11 languages and is currently running in most Asia-Pacific countries. WeTV has
partnered with many cultural markets in Southeast Asian countries, such as CH3
in Thailand and Media Prima Group in Malaysia, to produce local TV series and
film titles. WeTV has already garnered over 25 million daily views in Southeast
Asia (Lifestyle Asia 2021). WeTV’s move to seek out overseas viewers is also a
symbol of Tencent’s judgment that the domestic market is becoming saturated and
businesses need to grow externally to attract more viewers. Retaining and
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growing subscribers is critical to both direct viewership revenue and indirect
advertising revenue. Tencent also recognizes that the number of subscribers will
be a key point of competition in the future. Although as a late starter in Chinese
streaming, Tencent Video’s strategy of ‘going abroad’ will not be as competitive as
Netflix and other Western brands in the international market, it does make a
change. Tencent Video not only focuses on its domestic audiences of over 120
million but also tries to attract more potential international viewers, and gener-
ates and collects data on users in a broader context. This challenge is interesting
enough.

4 Conclusion

The cases of Netflix and Tencent Video illustrate how streaming services with
different business models value the importance of user-generated behavioral data,
both active and passive, for the production and distribution of digital content. By
improving their recommendation algorithms, updating infrastructure, and devel-
oping global services, streaming platforms are optimizing the user experience,
driving more audiences to their subscriptions for longer terms, as well as attracting
potential new viewers to pay for the service. This is critical for streaming brands to
compete in the marketplace in the future.

The trend is that the leading streaming brands are already facing the threat of
market saturation due to inflation and the entry of more competitors. They need to
transform themselves quickly to avoid losing more subscribers. In addition to
continuing to operate in a global market, Netflix’s current strategy for dealing with
this is to add cheap plans with ads, stop password sharing, and introduce new
functions (such as social and Netflix Games). Netflix is playing a game between
trying to satisfy its audience and satisfying advertisers. These measures are still in
their early stages of implementation; therefore, their effectiveness should be
judged in the upcoming future. Tencent Video, as a genre whose primary income is
advertising, has adopted a similar but different strategy to Netflix in the face of the
crisis of a saturated domestic market and declining advertising revenues. The
similar method is to launch services for vast overseas markets, producing content
in collaboration with local TV stations and creators to enrich the library’s collection
further. The different strategy is to focus more on revenue from subscribers,
meeting their needs as much as possible to increase audience revenue. See
[Figure 1].

While Netflix and Tencent Video had disparate beginnings, they are currently
moving toward each other’s status. They begin to adopt a changing but not entirely
new model of practice in the streaming market for the foreseeable future. This
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Figure 1: Streaming services changed business strategies.

hybrid business model will not happen with streaming start-ups for a while, as their
primary goal is to offer a diverse range of services to complement giants rather than
competitors. However, this trend has become inevitable in the digital media in-
dustry, especially when brands reach an advanced stage of development. They are
urgent to go beyond a single business model and a single market to make a
breakthrough.

These two streaming platforms from varied cultural and economic needs are
already showing similar trends and will continue to validate the possibilities of a
multi-revenue, multi-commodity, pan-media entertainment, and cultural business.
Both are currently struggling to balance the interests of their subscribers with the
potential for more value-added services and commercial revenue, and there are no
immediate results in the short term for content. However, both Netflix and Tencent
Video demonstrate that the relationship between digital media platforms, capital,
and audiences needs to be redefined in the course of the commercial activities of
streaming services and that the changing power relations between them need to be
placed in a specific setting (business model, time, specific cultural market, etc.).
This article hopes this commonality will be guided by similar economic rationale
and aims to provide comparative case studies for subsequent streaming research.
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