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Abstract. In the rapidly evolving and ever-changing media and entertainment landscape, Epic 
Games, Inc. And Netflix, Inc. are seen as innovators in the industry. This paper analyzes the strategic 
layout of Epic Games and Netflix in the market competition, focusing on how they compete for 
dominance in digital entertainment. Built on its Unreal Engine and extensive gaming ecosystem, Epic 
Games is committed to pushing the frontiers of gaming technology and expanding into virtual and 
augmented reality. Netflix, by contrast, has strengthened its global leadership in streaming through 
continued innovation and content diversification. This article provides a thorough analysis of their 
business model, strategy, and required changes, and explores how these factors have helped them 
continue to dominate the market. Finally, the paper summarizes the trends of Epic Games and Netflix 
in the future digital entertainment market and evaluates their potential opportunities and risks in the 
global competition. 
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1. Introduction 

In the fast-paced and ever-evolving landscape of media and entertainment, Epic Games. Inc. and 

Netflix, Inc. are revolutionaries in the growing media and entertainment sector. They have not only 

survived but progressively adapted their business models to match market love and led revolutions in 

the industry. This essay seeks to delve into and analyze a comprehensive examination of their 

business models, strategies, and changes necessary. The objective of this analysis is to explain how 

these aspects lead to their continuous market control and learn significant lessons for other companies 

that might want to replicate the same accomplishment in different industries going forward. 

2. Overview of Epic Games and Netflix 

2.1. Epic Games’ Business Model 

In its positioning within the market, Epic Games has developed a diversified business model that 

utilizes several streams of revenue to sustain itself and potentially grow. The company’s revenue 

model includes game sales, in-game purchases; every intellectual property it has developed from its 

Unreal Engine; and its Epic Games Store. By diversifying their streams of revenue, Epic Games 

reduces dependency on a single stream of revenue allowing the organization to both combat risks and 

capitalize on a variety of market opportunities. 

Their diversification of revenue streams has proven to be an effective business strategy for the 

firm. They first started widespread recognition after they created famous intellectual property such as 

Fortnite, which went beyond traditional game sales and has cultivated a strong ecosystem. Fortnite 

for example, has had earnings from direct sales and in-game purchases at a total revenue of $4.4 

billion in 2022. This indicates that Fortnite has generated voluminous earnings from direct sales and 

in-game purchases, confirming that the company can achieve successful monetization from its 

ecosystem of users. Furthermore, revenue from Unreal Engine, licensing, and utilization from various 

developers, only adds to the company’s earnings performance. Most notably, Unreal Engine has 
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generated an estimated $100 million from its use in 2020. (Sacra) In simple terms, Epic Games has 

developed a very flexible business model that can withstand market shifts and technological shifts by 

creating a diverse market position [1]. 

2.2. Netflix’s Business Model 

Netflix uses a subscription-based model as its primary source of revenue, where users pay a 

monthly fee that will give the users access to their wide range of online streaming content. This 

subscription-based model has allowed the company to have a steady and predictable revenue stream 

each month, allowing for continued investment in its content and technology. As Netflix has 

transitioned from DVD rentals to streaming, this steady and reliable revenue has been important to 

Netflix as it needed this predictability to support its large content library and technological 

infrastructure. As of the end of Q2 2023, Netflix had over 238.4 million paid memberships on a 

worldwide basis, generating $8.2 billion in revenue during the Q2 weeks. 

Looking back at the evolution of Netflix’s business model, you can see how its legislative 

decisions and adaptability have allowed the company to adjust to changes in the technology landscape 

and provide a service that is well liked by consumers. While streaming may currently be the most 

common way people associate with Netflix, it started as a DVD rental service in 1997. Netflix 

recognized the changing preferences of its customers and the potential of digital media distribution, 

all of these factors acted as a catalyst for Netflix's transition to a streaming pioneer. Adding onto it 

the company did a great job on expanding its content offerings which include a broad range of genres 

and invests heavily in original content production. Iconic shows such as “Stranger Things,” “The 

Crown,” and “Bridgerton” have not only captivated audiences globally but also become significant 

assets for the company, contributing to subscriber growth and retention. The company’s commitment 

to diversifying its content ensures Netflix remains competitive and attractive to a global audience. 

The shift from DVD rentals to streaming has also proven Netflix’s proactive approach to embracing 

technological advancements and consumer demands [2]. 

2.3. Evolution of Both Companies 

Starting as a game developer, Epic Games has significantly expanded its scope. The success of 

Fortnite undeniably played an important role in this transformation, positioning the company as a 

leader in the digital storefront space with the Epic Games Store. This platform is generated not only 

through the sales of its own game but also through the distribution of third-party titles, thereby 

enhancing the company’s market a step further. In 2021, the Epic Games Store reported having over 

194 million users and generating $840 million in revenue. (Epic Games) Furthermore, Epic Games’ 

investment in metaverse technology also positions the company at the forefront of the next potential 

revolution in digital interaction. So, it is clear that as Epic Games explores and invests in emerging 

technologies, this giant game enterprise has proven its commitment to innovation and future growth.  

Similarly, Netflix's transformation is as impressive as Epic Games. From a DVD rental service, 

the company evolved into a global streaming giant. With exclusive original content and significant 

investment in technology, Netflix ensures its content and offerings remain diverse and cutting-edge. 

Netflix’s hit shows and films, such as "House of Cards," "Narcos," and "The Irishman," have earned 

critical acclaim and massive viewership, bolstering its reputation and subscriber base. The company’s 

commitment to innovation can also be seen in its effort to enhance user streaming experiences, such 

as establishing personalized recommendation algorithms and investing in high-quality content 

production. When it comes to the success of Netflix it’s all about the company’s ability to adapt to 

industry trends while also maintaining its competitive edge and global dominance [3].  
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3. Technological and Consumer Trends 

3.1. Advancements in VR, AR, and AI 

Netflix, as a leader in technology innovation, always pays attention to the latest developments in 

VR, AR and AI technologies. The company continues to integrate these cutting-edge technologies 

into its business through independent research and development and strategic partnerships to drive 

product innovation and user experience upgrades. 

In the field of VR, Netflix has actively invested in research and development resources and 

launched a series of high-quality VR games and applications. These products not only bring users an 

immersive experience, but also enable intelligent interactions and personalized recommendations 

through the introduction of AI technology, further enhancing user satisfaction. 

In the field of AR, Netflix has also achieved remarkable results. By combining AR technology and 

mobile devices, the company has developed a series of practical AR applications, such as virtual 

fitting, online education, and more. These applications not only provide users with a new way to 

interact, but also expand the application scenarios and market space of AR technology. 

In the field of AI, Netflix actively explores the deep integration of artificial intelligence and 

business. By introducing advanced technologies such as machine learning and natural language 

processing, the company has successfully implemented functions such as intelligent customer service 

and intelligent recommendation, improving business efficiency and user experience 

The exploration of Epic Games of VR began with a deep dive into gaming experiences. Through 

its powerful Unreal Engine 4 (UE4) game engine, Epic has successfully integrated VR technology 

into game development, bringing players an immersive experience like never before. For example, 

Subnautica, a VR-enabled game, lets players feel as if they are in a deep underwater world, exploring 

unknown underwater wonders, and feeling the challenges and fun of underwater survival. Epic's VR 

games not only have beautiful graphics and smooth operation, but also have achieved revolutionary 

breakthroughs in interaction design, allowing players to experience the charm of the game in an all-

round way [4]. 

3.2. AI and Data Analytics in Streaming 

In addition to traditional collaborative filtering and content filtering technologies, Netflix has also 

introduced advanced technologies such as deep learning to more accurately capture users' potential 

interests. For example, by analyzing users' behaviors such as pausing, fast-forwarding, and replaying 

during viewing, AI algorithms can gain a deeper understanding of users' viewing habits and provide 

more personalized recommendations accordingly. 

Besides, the data analysis helped Netflix identify the characteristics and needs of different user 

groups. For example, by analyzing users' age, gender, geographic location and other information, 

Netflix can find differences in content preferences between different regions and different groups of 

users and provide more targeted recommendations and services accordingly. 

Moreover, the data analysis also helps Netflix understand users' viewing behavior and habits. By 

analyzing data such as viewing duration, frequency, and duration, Netflix is able to discover users' 

viewing patterns and preferences and optimize its content recommendations and playback strategies 

accordingly. For example, for users who like to watch movies late at night, Netflix will recommend 

more movies and shows that are suitable for watching at night to improve the user's viewing 

experience. 

The personalized recommendation system not only improves the audience's participation, but also 

enhances the audience's satisfaction. Viewers can easily find their favorite content on the platform, 

reducing the annoyance of sifting through massive information. At the same time, Netflix will 

continue to optimize the platform's services and features based on user feedback and behavioral data 

to ensure that users can enjoy a better viewing experience [5]. 
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3.3. Impact of 5G Technology 

Enhanced Experiences: With the help of 5G technology, Internet speeds have been greatly 

improved, while latency has been greatly reduced. Facilitates feedback for real-time online games 

and high-definition picture quality 

For gamers, 5G technology means a smoother, lag-free gaming experience. Whether it's a 

competitive game or a massively multiplayer online game, players can enjoy near-real-time feedback 

and high-definition graphics. For gaming giants like Epic Games, 5G technology not only improves 

the playability of games, but also provides strong support for the development of its cloud gaming 

platform. 

Epic Games and Netflix: Epic Games is actively leveraging 5G technology to drive the growth of 

its cloud gaming platform. Through the 5G network, players can access the cloud game platform 

anytime and anywhere, without downloading and installing games to play directly. This not only 

lowers the barrier to entry for users, but also makes it easier to update and maintain the game. 

And Netflix is further improving the quality of its streaming service with 5G technology. In 

addition to providing higher definition video content, Netflix is also exploring the development of 

interactive video content using 5G technology. For example, viewers can participate in the interaction 

of video content through mobile phones or smart devices to obtain a more immersive viewing 

experience. 

4. Competitive Landscape and Financial Analysis 

4.1. Epic Games’ Competitive Edge 

Content: Epic Games showcases in-depth analysis and a wide variety of content from Netflix's 

competitors in terms of content. With well-crafted storylines, rich character designs, and complex 

world-building, epic games attract and retain a wide audience. Its in-depth story setting and diverse 

gameplay options set it apart from its competitors in terms of content, thus attracting different types 

of players and building a loyal user base. 

Unreal Engine: Epic Games leverages Unreal Engine, the leading game development technology, 

giving it a significant competitive advantage. Unreal Engine not only provides superior graphical 

performance and game physics simulation capabilities, but also supports cross-platform development 

and a highly customized game development environment. This allows Epic Games to respond quickly 

to market demand, provide players with a high-quality gaming experience, and stay ahead of the curve 

in terms of technological innovation. 

Strategy: Epic Games uses a strategy that combines game development with digital storefronts and 

virtual world technology. Through effective promotion and sales on digital storefronts (Steam, Epic 

Games Store, etc.) and active participation in virtual worlds, Epic Games not only expands its 

distribution channels, but also creates opportunities for deeper engagement with players. This strategy 

allows Epic Games to remain flexible and innovative in the marketplace, resulting in a more solid 

financial performance and a growing user base. 

4.2. Netflix's Market Position 

1) Content: Netflix is known for its extensive and original content. The company is actively 

expanding its film and television portfolio by investing heavily in the development and procurement 

of original content. These works cover a variety of genres and styles, including films, TV series, 

documentaries and cartoons. By having diverse and high-quality content, Netflix is able to attract a 

global audience and meet the needs of different cultures and markets, thus gaining a foothold in the 

competitive streaming market. 

2) International Content: Netflix's investment in international markets is very important, 

strengthening its global position by increasing its investment in international content. This includes 

original content produced in different languages and cultures, as well as international film and 
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television productions purchased and licensed. This strategy has allowed Netflix to build a broad user 

base globally and expand its market share. By offering multi-language captioning and dubbing 

options, Netflix further enhances the acceptability and availability of its global content, ensuring a 

competitive advantage in different markets. 

3) Cross-Platform Availability: Netflix is committed to improving the cross-platform availability 

of its content to enhance its competitiveness in the streaming service market. Users can access Netflix 

content from a variety of devices, including smartphones, tablets, smart TVS and game consoles. This 

extensive device support not only enhances user convenience and experience, but also expands 

Netflix's audience. By providing a consistent user experience and access to content across a variety 

of platforms, Netflix is able to effectively attract and retain users, creating a clear differentiation from 

competitors in the market [6]. 

4.3. Financial Performance 

1) Revenue Growth: Netflix's revenue growth is largely driven by its unique business model. As a 

subscription-based streaming service, Netflix relies on regular subscription fees as its main source of 

revenue. Netflix's subscription revenue continues to grow as its global user base grows and users 

demand high-quality original content. In addition, Netflix's price differentiation strategy in different 

countries and regions also helps to boost global revenue levels. By continuing to expand its user base 

and improve user retention, Netflix can steadily grow its revenue. 

2) Profitability: Netflix's profitability is supported by its strategic investments in technology and 

content. On the technology side, Netflix is investing in cloud computing infrastructure, content 

delivery network and data analytics to improve user experience and service efficiency. These 

technology investments not only support Netflix's global expansion, but also help reduce operating 

costs. On the content side, Netflix has ensured the depth and diversity of its content library by 

investing heavily in the development and procurement of original content to attract more subscribers 

and increase user loyalty. These strategic investments not only support Netflix's profitability, but also 

provide a solid foundation for it to maintain its leading position in a highly competitive market. 

3) Future Growth: Netflix is cautiously optimistic about future growth and its financial 

management is very focused on sustainability and stability. Netflix's key performance is to continue 

to expand its global subscriber base, increase subscription revenue, and promote innovation in content 

and technology. Going forward, Netflix plans to continue to strengthen its position in international 

markets, especially by increasing investment in local content to enhance the appeal of local users. In 

addition, Netflix is exploring new market opportunities such as AR and virtual reality VR content, as 

well as areas related to esports and virtual social interaction. With these strategic moves, Netflix 

expects to further consolidate its market leadership position and achieve long-term sustained financial 

growth [7]. 

5. Future Suggestions for Epic Games and Netflix 

5.1. Future Strategies for Epic Games 

To ensure future growth and sustainability, Epic Games should explore a variety of strategic 

options. Initially, expanding into cloud gaming is an imperative strategic route. The advancements in 

5G often can enable it to invest in and grow its cloud gaming platform. This would allow players to 

stream top-quality games directly from the cloud, removing the need for powerful hardware, and 

would also expand the reach of gaming to a wider audience. According to a report by Technavio, the 

cloud gaming market size is expected to grow by $1.49 billion at a CAGR of 9.22% between 2023 

and 2028. Furthering partnerships with telecommunications providers would enhance the cloud 

gaming experience, optimizing performance for players. This means that partnering with 

telecommunications companies to optimize cloud gaming performance could further enhance Epic’s 

user experiences. Furthering partnerships with telecommunications providers would enhance the 

cloud gaming experience, optimizing performance for players.  
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Additionally, Epic Games has the opportunity to build on the groundwork laid with its previous 

investments in metaverse technology and create an enviable ecosystem that integrates gaming with 

social activity and virtual commerce. If they work with other technology firms to develop 

interoperable virtual worlds, this will establish Epic Games as a prominent actor in this nascent 

domain. The metaverse market’s global size was valued at $ 63.45 Billion in 2022 and is projected to 

reach $ 803.29 billion by 2031, growing at a CAGR of 39.68% between 2024 and 2031 (Skyquest). 

To help Epic Games move away from being overly reliant on a handful of flagship titles, such as 

Fortnite, Epic Games should instead strive to craft a multifaceted game portfolio with a wide variety 

of games and gameplay ideas across different genres and platforms. This could be accomplished by 

fostering relationships with indie game developers and acquiring desirable game studios, which will 

bring fresh content and new-level design to the Epic Games ecosystem. Additionally, developing 

advanced AI algorithms to analyze player behavior and preferences will give Epic Games an 

opportunity to personalize the gaming experience for each player. This could involve personalized 

in-game events, individual content recommendations, or dynamic difficulty adjustments—all with 

the goal of keeping players engaged and satisfied, first and foremost. According to a study 

commissioned by Intel and conducted by Market.us, AI in the gaming market is estimated to increase 

from $0.84 billion in 2023 to $6.04 billion in 2033, a CAGR of 21.8% [8].  

5.2. Future Strategies for Netflix 

Netflix should also consider several future strategies to maintain its competitive edge. Beyond the 

success of interactive shows, such as Bandersnatch, Netflix should explore more interactive content 

that engages viewers in new and unconventional ways. This could include branching narratives, 

viewer-controlled pathways, and gamified elements, providing an immersive viewing experience. 

Also, there is scope for Netflix to expand its offerings to real-time and live streaming content, such 

as live sports, concerts, and real-time to reality, among others, loading and Partnering with event 

organizers, broadcasters, and such can help Netflix to explore new market segments, customer 

segments, and experiential scenarios, according to Research and Markets, the global live-streaming 

market size is expected to reach $ 520.7 Billion by 2032, growing at a CAGR of 24.93% between 

2024-2032. 

AI-driven tools for content creation, such as AI-scripting, AI-editing, and AI-editing tools, can 

help in modernizing production processes and delivering production improvements. Netflix could 

explore the potential for AI-generated content for new or overlooked genres and storytelling 

techniques. To penetrate international markets further, Netflix should continue to invest in local 

content production. Collaborating with local filmmakers and producers can help Netflix to create 

content that is culturally relevant and addresses the tastes of local people, thus having global appeal. 

Netflix has had some success with this strategy, with global hits like 'Money Heist' and 'Lupin' being 

examples of local content with global appeal from 2021-2027. 

Leveraging AI for content creation can be very useful, particularly for tasks like scriptwriting, 

editing, and visual effects, saving money and time. Netflix could also create AI-generated content to 

test new genres and storytelling conventions. In order to increase the growth of their global 

subscribers, Netflix should consider continuing to invest in local content production. For example, 

collaborating with regional filmmakers and producers to create culturally relevant content for 

audiences in different markets, thereby greatly increasing the global appeal of its content. We have 

already seen this in action with the international success of Netflix original series like Money Heist 

and Lupin. 

The adoption of AR and VR can enhance the superiority and superiority and create interactive 

experiences, such as virtual reality movie theaters and augmented reality interactions. By introducing 

a technology-oriented strategy that enhances AR and VR experiences, Netflix will be able to acquire 

a new segment of customers and compete with the pace of innovation of other streaming services. 

The AR & VR market size worldwide has the potential to reach 30.72 billion U.S. dollars by 2024, 

up from 30.7 billion in 2021.  
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5.3. Collaborative Opportunities 

Both Epic and Netflix are perfectly placed to initiate cross-sector collaborative ventures to create 

seamless encounters. Their cooperation could drive the production of interactive content that 

combines gaming and streaming, employing Epic’s game development and Netflix's narrative 

capabilities. Moreover, Epic and Netflix should explore the educational realm by jointly creating 

engaging learning experiences through gamified learning and interactive educational media. This 

collaboration is especially relevant today considering the high demand for online learning and the 

desire for interactive learning materials externally. The global e-learning market is projected to reach 

$374.3 billion by 2026, growing at a CAGR of 14.6% from 2019 to 2026. 

6. Conclusion 

This essay study and analyze the business Models, strategies and necessary. changes of Netflix 

and Epic Games. At the same time, their respective competitive advantages and financial situation 

are discussed. 

As for the limitations of this study: 

1) Netflix: High content costs: In order to keep the content library attractive, Netflix has. invested 

heavily in original content, resulting in a surge in production costs and increased profitability pressure. 

Homogenization of original content: With the increase of original works, the. audience begins to 

feel the repetition and similarity in the content, and the lack of freshness.  

Subscriber growth bottleneck: In the context of a saturated global market, Netflix's. new subscriber 

growth is under tremendous pressure. 

2) Epic Games: Platform exclusivity is controversial: Epic Games' platform exclusivity strategy, 

while it has helped propel the development of its own platform, has also sparked controversy among 

developers, gamers, and the game industry as a whole. 

Complex Community management: As the user base grows, so does the difficulty of managing 

Epic Games' community. 

As for the future outlook of this study: 

1) Netflix: Explore more interactive content to engage customers in. innovative ways by extending 

products to live sports, concerts, and a series of live events. Through the use of artificial intelligence 

editing tools to modernize. the.  production process. Moreover, using artificial intelligence to create 

content to enhance the AR and VR user experience. 

2) Epic Games: Enhanced cloud gaming experience. Social events and virtual commerce. A 

diverse portfolio of games offers different game concepts on different platforms 
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