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Objectives: 
This study aims to find what  the primary reasons for  subscription renewal 
might be in businesses like Netflix and Spotify, and whether they would be the 
same  as  the  nature  of  the  services  is  different  (movies/shows  and 
music/podcasts).  Previous research has thoroughly analyzed these factors, 
and this study aims to find which one of these factors is the most significant in 
both  Netflix  and Spotify.  This  study also  looks at  binge-watching motives, 
which are also now heavily researched, and this thesis aims to rank these 
motives and find whether there are similarities with previous research or not.

Summary:
A survey was conducted that measured loyalty regarding Netflix and Spotify, 
while also measuring levels for the following factors: content, trust, consumer 
knowledge, web/app design and features. Respondents were asked several 
questions regarding these factors and through data analysis the ones that 
affected loyalty the most were found. Data on binge-watching motives was 
also gathered, and through an analysis of the means the top motives were 
analysed.

Conclusions:
The results that were found from this study indicate that content is the main 
reason  why  individuals  choose  to  renew  Netflix,  whereas  with  Spotify 
individuals renew because of the trust they have in Spotify. Both Netflix and 
Spotify shared the top three factors, being content, trust, and price, although 
in  different  order  for  both  services.  The  main  binge-watching  motive  was 
‘suspense and excitement, whereas the lowest ranking motive was ‘to feel a 
sense of accomplishment’.
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1. INTRODUCTION

1.1.  Background

In recent years, the growth of online streaming services has faced tremendous 

growth. Since 2017, just the video streaming market has grown from $27.7 billion, to 

$95.4 billion in 2023 (Statista, 2023). Because of the recent number of new entrants 

into this streaming market, factors affecting loyalty to these services is something 

that has not been researched too much.

As making online purchases and subscribing to diverse services has become 

increasingly easy, this paper aims to answer what factor drives and motivates people 

to renew their subscriptions rather than trying out one of the numerous new services 

such as HBO Max, Disney Plus or Deezer. This paper will analyze which factors 

from content, trust, consumer knowledge, web/app design and features. The 

phenomenon of binge-watching will also be explored through the analysis of what 

motives drive people to partake in it.

1.2.  Research Problem

With more competitors entering the streaming market and competing for market 

share and customers, companies such as Netflix and Spotify are constantly updating 

their features, content, and overall elements to try to retain its customers, as a small 

reduction in churn can greatly impact enterprise value (Kon, 2004). To keep its 

customers Netflix and Spotify constantly update features and aspects, but what 

factor is most important for keeping customers subscribed? It can be extremely 

beneficial for services with such ease of purchase and churn to know what factors 

lead consumers to stay watching/listening, and this paper aims to answer that. 

1.3.  Research Questions

This paper aims to answer four questions regarding loyalty aspects. The questions 

are:
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1) What factors influence consumer loyalty in subscription services such as 

Netflix and Spotify?

2) What is binge-watching, how has it developed and what possible motives are 

there for people to continue doing it?

3) Which is the top factor that influences renewal of subscription in regard to 

Spotify and Netflix?

4) What motives do people currently have to continue binge-watching TV 

shows?

1.4.  Research Objectives

The objectives contained in this study are derived from the questions asked above:

- To explore different factors that affect consumer loyalty in the streaming 

service market.

- To find which motives people have for binge-watching TV-shows.

- To evaluate factors that cause individuals to renew their subscriptions and 

see which are the most significant.

- To understand whether all variables are equally as significant when it comes 

to people choosing whether to remain subscribed or not.

2. LITERATURE REVIEW

2.1.  Introduction

This literature review aims to form an understanding of existing studies, research, 

and literature that relates to subscription-based services. More specifically, it will 

focus on the factors that discuss the consumption and loyalty of subscription-based 

services, what promotes users to long-term commitment (loyalty), and how services 

have various factors that keep customers subscribed. Different themes will be 

explored: firstly, an overview of the history of subscription-based services is given, 

diving more deeply into Netflix and Spotify. Secondly, the driving factors causing 
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people to spend time on Netflix and Spotify will be analysed, followed by the 

constructs of relationship marketing that various subscription-based services employ. 

Finally, the concept of relational benefits will be exemplified, followed by tying all 

concepts together to analyse how loyalty stems from all mentioned factors or churn. 

2.2.  Background of Netflix & Spotify’s Growth 

Netflix began offering its subscription-based service in 1999, providing DVD rentals 

with no limit at a monthly fee (Netflix Inc. Company Profile, 2011).

The core idea of modern Netflix began in 2007, when it started offering online 

streaming services as an added feature to DVD rentals (Nickerson, 2014). In 2007, 

streaming was only permitted on computers; however, just two years later, streaming 

was permitted on Apple Computers (Macintosh), on consoles like Xbox 360 and 

PlayStation 3, and internet-connected TVs (Netflix Company Timeline, nd).Towards 

the end of 2010, Netflix had amassed almost 20 million subscribed members (Form 

10-K, 2012).As of the fourth quarter of 2022, Netflix had grown its paid subscriber 

base to almost 231 million (Statista, 2023).

Launched in 2006, Spotify was born as an answer to piracy within the music industry 

(Sun, 2019).They went from 18 million paid subscribers in the beginning of 2015 

(Statista, 2023) to their current (as of late 2022) 195 million paid subscribers (Spotify, 

2023).They provide over 80 million tracks, including 4.7 million podcasts, and are the 

world’s most popular music streaming service, with 456 million total users (Spotify, 

2023).Spotify uses a freemium model, which provides both free and paid versions. 

The free version of Spotify is used to give consumers ‘a percentage of the product’ 

and persuade them to move onto the paid version to get a ‘deeper experience’ for a 

cost (Kingsnorth, 2016). As of 2021, Spotify amassed a 32% market share, with its 

closest rivals being Apple Music with 16% and Amazon Music with 13% (MIDia 

Research, 2021).
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2.3.  Consumption of Netflix: Binge Watching

Technology has changed how people watch TV content, as people have freedom of 

choice regarding where they want to watch and with what device (Castro, 2019). 

Binge-watching has become a widely used term, but different definitions have 

emerged. One definition describes binge-watching as watching at least two episodes 

of a series back-to-back (Ericsson Consumer Lab, 2016). Another definition 

describes binge-watching as consuming between 2 and 6 episodes in one session 

(Spangler, 2016). Moreover, other sources describe this phenomenon as simply 

watching several episodes of the same show in one viewing session. Because there 

are several definitions, binge-watching clearly lacks a standardized definition 

(Castro, 2019). Binge-watching data suggests that 361,000 Netflix users saw all nine 

episodes of ‘Stranger Things’ Season 2 in a single sitting within 24 hours of the 

release (Abrams, 2017).

To understand the motives behind binge-watching, researchers used the uses and 

gratification (U&G) theory (Steiner et al., 2018). Throughout the years, more 

research has been done on this theory, and Rubin (2002) listed five assumptions 

based on Katz et al. (1974). Firstly, people’s behaviour regarding their selected 

media to consume is goal-directed. Secondly, audiences are active in their use of 

media channels. Thirdly, psychological and social factors, such as personality, will 

dictate people’s behaviour in the choice of media. The fourth assumption is that 

media and other forms of communication, such as interpersonal interaction, compete 

to gratify a person’s wants and needs (Rubin, 2002). Because of technological 

advancements, Sundar (2013) suggested that these technological factors should be 

included in the U&G theory. For example, the fact that Netflix allows consumers to 

download content, rewind, pause and more can help formulate the question of how 

technology (Netflix) has impacted user gratification, and how that can promote binge-

watching (Steiner, 2014). In 2014, Steiner conducted a study consisting of semi-

structured interviews of approximately 60 minutes, followed by approximately 30 

minutes of informal discussions. The interviews were conducted face to face, and the 

findings were presented as follows:
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Binge-watching was typically done because of catching up, relaxation, sense of 

completion, cultural inclusion, and better viewing experiences. Some interviewees 

described wanting to watch older episodes quickly before the release of a new 

season and achieving a ‘sense of completion’ when watching all episodes (Steiner, 

2014). One participant mentioned that Netflix’s Post-Play function, which 

automatically starts the next episode or season, is one reason binge-watching 

happened. 

Another comment made by several interviewees was cultural inclusion, or how they 

had become socially pressed to watch certain shows like ‘Orange is the New Black’ 

or ‘House of Cards’. Many interviewees also mentioned that they prefer the ‘Netflix 

way’ of releasing a full show at once, rather than releasing one episode per week like 

other providers or cable TV, which is also a promoter of binge-watching. 

Furthermore, some participants prefer watching a full season back-to-back, as it 

allows them to better understand the show´s writing and narrative (Steiner, 2018). 

Another interesting finding from Steiner was the attentive versus inattentive matter of 

watching. With attentive viewing, Steiner described the viewers as narratively 

immersed, wanting to catch up, as well as being done to informational and 

entertaining shows. Steiner states that during high attentiveness binging, viewers 

absorb and analyse the content that typically has complex plots, dialogue, or 

characters. What also couples with high attentive binging is the inclusion of episodes 

ending with cliff hangers. On the other hand, inattentive binge-watching was almost 

always done for distraction or relaxation, typically labelled as ‘background noise’, as 

participants discussed inattentively binge-watching shows while doing other 

activities, such as household chores or even schoolwork (Steiner, 2018).

Research done by Dandamundi & Sathiyaseelan (2018) suggests five main reasons 

enable binge-watching in students and individuals. Firstly, it discusses boredom. 

According to McIlwraith (1998), heavy TV users are noted for being easily bored and 

using TV to fill that time. Stress is the second factor that was analysed. Through 

experiments conducted by Kubey (2002), it was found that television alleviates 

stress. Binge-watching TV shows can lead to people escaping pressure, 

uncomfortable situations, or, for students, even examination stress (Panda & 

Pandey, 2017).
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The third analysed factor was loneliness; television is sought out to fulfill social 

interaction needs (Aherne, 2001; Hurst et al., 2013), which is further supported by 

the development of ‘imagined friendships’ with TV show characters, known as 

parasocial relationships (Eyal & Cohen, 2006). Furthermore, according to research 

done by Devagasayam (2014), greater parasocial relationships increase viewing 

hours and can lead to binge-watching.

Social engagement is another factor that enables binge-watching. Keeping up with 

shows enables individuals to participate in social conversations and enhances 

interaction in peer groups, which therefore causes binge-watching to happen (Matrix, 

2014).

The final factor discussed by Dandamundi & Sathiyaseelan (2018) is habit and 

addiction. 60% of binge-watchers report feeling addicted to the shows they watch 

(Devagasayam, 2014). Sung, Kang and Lee (2015) also stated that binge-watching 

is closely correlated to low self-regulation (self-control). This suggests that people 

with self-control difficulties are more likely to binge-watch TV shows.

2.4.  Consumption of Spotify: The Freemium Model

The term freemium, being a mix of the words ‘free’ and premium, can be defined as 

a business model where a basic product is provided for free, and users can choose 

to pay and upgrade to a premium service that may have additional features or an 

enhanced experience (Anderson, 2013; Liu et al., 2014).

The reason why ‘free’ is crucial within this model is because it poses increased 

perceived benefits to the product and brings ‘irrational excitement’ to customers, 

suggesting that ‘free’ has grand effects on consumer behaviour (Mazar and Ariely, 

2007).

Spotify offers their users two ways of listening to music: free and paid premium 

versions. In Figure 1 (Spotify, 2023), the differences between these two plans can be 

seen. The paid version offers much more than the free version, although basic music 

listening is possible with the free version. In addition, the free version is ad-

supported, showing listeners audio ads throughout their listening sessions. This also 

provides Spotify with revenue through their ‘free’ side; however, most of their 

revenue comes from paid subscribers (Reime, 2011).
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Figure 1: Plans (Spotify, 2023) 

When freemium models are used, companies such as Spotify must focus on 

retaining paid users and persuading free users to upgrade to a paid plan (Kumar, 

2014). According to Liu et al. (2014), to successfully employ a freemium model, the 

App/Software requires user experience to be constantly optimized to balance the 

free and paid versions, and the free version should host enough to bring in new 

customers and keep existing ones without cannibalizing the sales they get through 

the premium version. 

A study conducted by Mäntymäki et al. (2014) consisted of surveys to active Spotify 

users, where they had six scales of measurement: ubiquity, enjoyment, intrusiveness 

of advertising, price value, intention to upgrade, and intention to retain premium 

subscription, which will be discussed in later sections. This research consisted of 

interviews with eleven current Spotify users lasting between 21 to 42 minutes, as 

well as online surveys of 467 Finnish Spotify users. During these interviews, these 

consumers were asked about several of Spotify’s features, such as their 

‘recommended’, new releases and more. All interviewees thought playlist 

recommendations, Spotify created playlists as well as new releases to be valuable, 

for staying subscribed and remaining loyal and they believed it enriched their 

experience on the platform. 
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Of the online surveys, 44.5% had the free version, whereas 55.5% had the paid 

version. After gathering all data and conducting extensive analysis, it was found that 

the reasons to upgrade were different from the reasons to retain subscriptions. When 

it comes to reasons to upgrade to the paid version, which Spotify aims to do, it was 

found that the only predictors of whether someone would upgrade or not are the 

price value of the paid version and the enjoyment factor (Mäntymäki et al., 2014). 

Price value refers to the extent to which a premium subscription to services offers 

good value for money (Sweeney & Soutar, 2001), and the enjoyment factor refers to 

‘the extent to which using a service is perceived as enjoyable in its own right’ (Davis 

et al., 1992).

Okto (2020) perceived that quality of a product in the freemium category was tied to 

the intention of purchase/usage, and the findings suggested that perceived quality of 

service has a significant positive effect on purchase intention. In addition, assurance 

was also a factor that was closely tied to purchase intention, giving somewhat 

different results from the Mäntymäki´s (2014) study.

2.5.  Constructs of Relationship Marketing

Relationship marketing was born in the 1980s, as an alternating view of marketing as 

a ‘series of transactions’, since it was noticed that lots of exchanges in the service 

industry were inheritably relational (Berry, 1983). Figure 2 (Gómez, 2019) describes 

the key differences of relationship marketing in comparison to transactional 

marketing.

Figure 2: Transactional vs. Relacional Marketing (Gómez, 2019) 
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Relationship marketing refers to the importance of continuous interactions between 

the seller and the buyer in order to develop long-term relationships (Jain et al., 

2018).

Relationship marketing has therefore been shown to generate strong customer 

relationships that enhance customer loyalty and satisfaction (Firdaus & Kanyan, 

2014). Furthermore, it is most effective when consumers are highly involved in the 

service (O’Malley, 2000), which occurs with Netflix and Spotify.

2.5.1. Relationship Marketing to Customer Loyalty

A study by Leverin (2003) in a branch of OP (Finnish bank) collected data on their 

relationship marketing strategy, followed by customer surveys on satisfaction and 

loyalty. However, two groups were surveyed: one had gone through OP’s 

relationship marketing strategy, whereas the second group was subjected to a sales-

focused marketing strategy. The survey was given to 947 customers, with a roughly 

equal split between the group subjected to the relationship marketing strategy and 

the group subjected to the sales-oriented marketing strategy. The findings of the 

surveys suggested that customers who had gone through relationship marketing felt 

a stronger relationship with the bank; however, loyalty scores were initially not so 

different between the two groups. After further analyzing the data, Leverin (2006) 

noticed that loyalty depended more on the current level of relationship satisfaction 

rather than on perceived relationship improvements, which was initially tested. 

More recent studies state that relationship marketing in the form of long-term 

interaction, involvement between service providers and customers as well as open 

communication, are all factors that improve customer loyalty. Putra (2019) analyzed 

the Dewarna Hotel and aimed to survey customers regarding customer loyalty, 

relationship marketing and service quality. Through surveys, different numerical 

indicators for these factors were found, and through t-value testing and significant 

value testing, it was suggested that relationship marketing positively correlates to 

customer loyalty. 

12



In the case of Netflix, for example, they practice relationship marketing by knowing 

its customers' likes and tastes, learning consumer habits, and recommending shows 

or movies (Leclercq, 2019). It is said that relationship marketing has played an 

important role for Netflix, as it has established a relationship where both consumer & 

company benefit. As a result, users are rewarded with satisfaction and personalized 

content, which leads to loyalty, while Netflix profits monetarily (Mondragón & 

Cabellos, 2018).

Vargas (2018) argues that for brands to create communities, they must have well-

defined values that resonate with the consumer, as well as factors such as a good 

user experience and positive price to benefit ratio to ultimately cause a feeling of 

commitment or loyalty to the customer. 

In addition, Netflix considers customer retention to be crucial, which is why they 

highly focus on their series and the distribution of them; this promotes long-term 

commitment from users, who are also encouraged to post opinions or preferences 

on social media channels that Netflix strives to look at (Gonzáles-Chans, 2020). 

Netflix also strives to provide comfort to the customer, with some of the remote 

controls from manufacturers even including a Netflix button (Gonzáles-Chans, 2020; 

The Verge, 2020).

In the case of Spotify, Hamdani and Permana (2021) focus on electronic customer 

relationship management (E-CRM), which can be described as ‘a communication 

tool to facilitate relationship-building by offering uninterrupted service offerings to 

customers’, as well as using technology to meet consumer desires (Lam et al., 

2013). Harrigan et al. (2011) suggest that customer relationships can improve 

customer loyalty. Hamdani and Permana’s (2021) aimed to find whether E-CRM, in 

Spotify’s case, had any effect on consumer loyalty. Spotify users were surveyed 

(both paid and free users), and the results suggested the following: through data 

analysis, it was found that E-CRM could affect customer loyalty as much as by 51%. 

The results also suggested that all dimensions of E-CRM influenced consumer 

loyalty. The factors of E-CRM can be looked at as follows: integration can be tied 

into the user-friendliness and attractiveness of the Spotify application; organisation 

support refers to the convenience users have within the app. For example, looking 

for new songs, recommended songs, or different playlists. Environmental pressure 

refers to the curiosity of users for long term use, and customer knowledge refers to 
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how Spotify users can immediately use the application and its features (Hamdani 

and Permana, 2021)

2.6.Relational Benefits

Relational benefits refer to the benefits consumers receive when they are in long-

term relationships with brands, and Gwinner et al. (1998) developed a list of three 

primary benefits besides the main service: confidence benefits, social benefits, and 

special treatment benefits. Confidence benefits refer to consumers feeling ‘safe’ with 

their expectations of the service encounter. This can tie into the ‘trust’ element of 

loyalty. Social benefits refer to friendly interactions between customers and the 

company, and special treatment benefits refer to economic and customisation 

benefits given to the customer.

Kinard and Capella (2006) analysed the influence of consumer involvement on 

perceived relational benefits and found that consumers perceive better relational 

benefits when the relationship is with a higher contact, customized service (Spotify & 

Netflix recommended), rather than a more standardized moderate service. 

Atrek (2016) found that confidence benefits were rated as the most important, which 

can be linked to Netflix’s and Spotify’s familiarity. The study further suggested that 

‘relational benefits have a critical impact on loyalty in service industries.

Spotify’s relational benefits focus on giving consumers a differentiated product by 

providing personalized playlists and a wide range of exclusive podcasts on top of 

their music offerings. These personalized playlists are created through collected user 

data. The longer a user remains with Spotify, the better the collected data, which 

aids Spotify’s machine learning and artificial intelligence to give users that 

personalized listening experience (Sletten, 2021). Spotify’s personalized experience 

gives users a more enjoyable and value-added listening experience. Consumers 

may choose Spotify and its benefits of personalization because of its algorithms are 

based on other listeners with similar tastes, and because of Spotify’s large user 

base, this works well (Sletten, 2021).

Another potential relational benefit of Spotify is its ‘Spotify Wrapped’ feature, which 

at the end of the year provides users with a slideshow-like presentation of their top 

artists, songs, minutes listened and other items. This can then be shared on social 
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media and is a unique Spotify feature. Spotify also offers a ‘Discover Weekly’, which 

algorithmically gives users a weekly playlist based on consumption behaviours that 

deletes itself and creates a new one every Monday. (Oettle, 2019)

Netflix’s relational benefits mostly include the ‘Netflix Recommender System’, or its 

highly sophisticated recommendations system. This system is a collection of 

proprietary algorithms that aim to personalize almost every aspect of users’ 

experience on Netflix (Pajkovic, 2022). The success of this system can be seen 

through what people choose to stream, as since 2015, 80% of the total hours 

streamed were through the recommender system (Gomez-Uribe and Hunt, 2015). 

According to Pajkovic (2022), Netflix’s financial success depends on retaining 

customers, and its recommendation system plays an important role in doing that as it 

is currently one of the most advanced recommendation systems that are offered. It is 

powered by machine learning and several algorithms to recommend content, using 

users’ past data as well as their interactions with the platform, such as scrolling 

behaviour, watch time and more. This data is combined with further datasets derived 

from 15,000 titles offered by Netflix, and recommendations are given (Wasko & 

Meehan, 2020).

2.7.Churn

Even a small churn reduction in subscription-based businesses can greatly impact 

enterprise value (Kon, 2004). For instance, Spotify’s family plan caused a churn rate 

(used to calculate consumer retention), from 7.7% to 5.2% (Guedes, 2019). Figure 3 

shows the churn rate (Spotify, 2018) concerning new subscribers. According to 

Guedes (2019) and Spotify data, the churn rate can be decreased by investing in 

functionality and user experience. This author also suggests that personalisation is 

important to lower churn rate, and Spotify does this by analysing listening patterns, 

and curating the recommended section. Netflix has a similar system, where a 

recommended page greets the user as they enter the app, and data suggest that two 

out of every three hours streamed come from the recommended page (Uribe & Hunt, 

2015). 
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Figure 3: Churn Rate (Spotify, 2023)

As of 2020, Netflix’s churn rates were significantly lower than newcomers such as 

Disney+, with a 13% churn rate, or Apple TV+, with a 20% churn rate (Minzheong, 

2021). As Netflix does not run on advertisements and focuses solely on 

subscriptions and consumer satisfaction, Netflix aims to give subscribers a desired 

experience in order to reduce churn (Wayne 2022). As discussed earlier, and stated 

by Pajkovic (2022), Netflix highly focuses on its recommender system in order to 

provide users with personalized experiences that will keep them watching and 

therefore subscribed to. However, churn can happen for various reasons, not only to 

do with content, but with after-sales services. Başaran (2021) looked at 

dissatisfaction or failure of expectation and found that many users of Netflix in 

Turkey had unsubscribed because of poor customer service experiences, 

unresolved issues, and rude staff. The study also highlighted that some of the 

features of Netflix were not up to par, like the translated subtitles, which a user 

claimed looked like they were ‘translated on Google Translate’. This author also 

found that some users were unhappy with the content that Netflix provided and 

suggested that many movies were old and had bad IMBD ratings, suggesting that 

Netflix Originals’ content had not been great. 

Therefore, he concluded that many customers turned to churn because they thought 

Netflix was not able to deliver their service according to the desired and expected 

conditions, as well as the numerous after-sales services issues.
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Differing papers, however, argue that Netflix Originals shows and movies contribute 

to reducing Netflix churn. According to Wayne and Sandoval (2021), Netflix has had 

many globally successful original shows. Firstly, ‘Narcos’, which is their first non-

english language series. The Netflix founder and CEO also said that big productions 

like ‘The Crown’ are crucial for the global brand building of Netflix. It is also claimed 

that big productions like ‘Stranger Things’ or ‘La Casa de Papel’ are almost seen as 

big blockbuster films and are able to draw in large domestic audiences.

2.8.Conceptual Framework

The conceptual framework shown in Figure 4 exemplifies the relationships between 

the ideas and theories presented in this literature review. The conceptual framework 

suggests that both Netflix and Spotify use models that promote high usage, including 

binge-watching which can lead consumers to pay for these services. Through the 

data in the literature review, five factors were created, being: content, trust, 

consumer knowledge, web/app design and features. These all tie to loyalty and 

ranking them is what this thesis aims to do. Binge-watching also is said to cause 

loyalty, so its motives are explored.

Figure 4: Conceptual Framework (Cicero, 2023) 

After having researched these various topics, several hypotheses were constructed: 

H1: The variety of content on Netflix & Spotify impacts the reason why people 

renew their subscriptions.
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H2: The recommendation system on Netflix & Spotify impacts the reason why 

people renew their subscriptions.

H3: The features present of Netflix and Spotify impact the reason why people 

renew their subscriptions.

H4: Trust of Netflix and Spotify impacts the reason why people renew their 

subscriptions.

H5: The design of website/app of Netflix and Spotify impact the reason why 

people renew their subscriptions.

H6: The primary binge-watching motives are passing the time, and suspense 

and excitement.

3. METHODOLOGY

This thesis used secondary research based on the literature review and primary 

research in order to solidify the findings and support the hypotheses. The aim of the 

primary research was to identify how content, trust, consumer knowledge, web/app 

design and features affect loyalty within Netflix and Spotify. This paper also focuses 

on the motives behind binge-watching to answer why people do it.

The section will firstly introduce the methodology approach and why it was chosen. 

Different survey scales and why they were chosen will be discussed. The survey 

instrument will then be explained and justified. Finally, the sampling method will be 

exemplified, followed by the data analysis section.
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3.1.Research Approach

The study aims to conduct a survey in order to collect quantitative data that would 

show the possible relationship between the factors of content, trust, consumer 

knowledge, web/app design and features, and which might have the highest effect 

on consumer loyalty.

The main scale that will be used for the majority of questions present in the survey is 

a Likert scale. This scale will be used to assess how significant the different factors 

that were mentioned above are to loyalty. This scale was used by Namin et al. 

(2021) to measure brand loyalty among Netflix subscribers. It is also representable in 

result analysis and can easily display trends. One sematic scale will also be used to 

test the quality of content on Netflix and Spotify.

3.2.Survey Sample & Data Collection

Convenience sampling was used in order to obtain a high number of responses. The 

survey respondents were friends and family who were reached through online 

platforms like WhatsApp and Facebook. This is, therefore, convenience sampling as 

these individuals were the easiest to access due to time constraints. Although not 

the most ideal type of sampling, it allowed for numerous answers to be obtained in a 

short period of time, although the demographic of answers was somewhat similar.

The survey was opened 650 times, and from those 650, 217 began answering. In the 

end 158 people completed the survey. All participants had the choice to answer 

questions for the service they used, or both, and could end the survey at any point. 

This meant a total of 133 participants responses could be used for data analysis, 

with 99 for Spotify and 128 for Netflix. The questions about binge-watching motives 

were optional to people that have binge-watched before, but respondents could 

choose not to respond.

The GPower software was used with the following parameters: effect size f2 = 0.20, 

with 133 valid respondents and six predictors, we obtained α error prob = 0.031, and 
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power (1-β) set at 0.97, two-tailed. This suggests results have statistical power to 

reject the null hypothesis.

3.3.Survey Design & Instrument

The survey was created through an online service called Webropol as it allows for 

data analysis, as well as ensuring participant anonymity.

The survey is designed to collect data that would quantify and explain whether 

different factors influence brand loyalty, where respondents only answer questions 

for the services they use (Netflix or Spotify), or both. The initial two questions asked 

respondents whether they use Netflix or Spotify, where they could select either both, 

one, and neither. If respondents chose both services, they would be shown all 

questions, whereas if they were to choose only one of the two, they would be shown 

the questions respective to the service they utilize. Finally, if they chose ‘Neither’ 

they would be taken to the final page of the survey that asks demographic questions. 

The first two survey items include three seven-point semantic scales taken from 

Habel et al. (2016) that were used to assess the content of Netflix and Spotify. 

Survey item three was developed by Blut (2016) in a study of e-service quality. It 

uses three seven-point Likert scales to assess the quality of Netflix and Spotify 

website and application. Survey item five was also developed by Blut (2016). It is a 

seven-point Likert scale aimed at measuring the quality of features. Survey item six 

was also used to measure quality of content. It was developed by Blut (2016) and 

was a two point, three-measured product (content) selection. Survey item seven was 

also developed by Blut (2016) and aimed to measure quality of content, and content 

selection. It was a two item seven-point Likert scale. Survey item eight was used to 

measure the dependent variable of the study (i.e., loyalty). They were created and 

used by Reynolds and Beatty (1999) and measured on a seven-point Likert scale 

with seven items. Survey item nine was used to measure the trust consumers had to 

either Netflix or Spotify; the questions were made by Gwinner, Gremler abd Bitner 

(1998). It was a four-item seven-point Likert scale.
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The final survey items measured the factors that may affect loyalty about price. The 

questions were developed by Koschate-Fisher, Huber, and Hoyer (2016). It was a 

three-item, seven-point Likert scale measuring price perception. 

To also gather descriptive statistics regarding the motives behind binge-watching, a 

fourteen-item, seven-point Likert scale group of questions was used. It was 

developed by Sung, Kang and Lee (2018), and it is known as BWMS (Binge-

Watching Motives Scale). The survey went back to factors affecting loyalty, and 

survey item twelve aimed to measure whether Netflix and Spotify know what their 

consumers like or want to consume. The scales used was a five-item, seven-point 

Likert scale developed by Chen et al. (2018) and are known as COPS (Customer 

Orientation to Personalization Scale).

The survey then moves to the final page, where participants put their current age, 

gender, country where they currently live, and annual income to provide some 

demographic data.

3.4.Data Analysis

The answer collection phase consisted of 158 participants who completed the 

survey. However, of these 158, 133 qualified for data analysis due to several 

individuals not using either Netflix or Spotify, which led to their responses not 

qualifying for analysis. The data was analysed by SPSS software. Within this 

software, several graphs were made to analyse respondent demographics. 

SPSS gathered descriptive statistics regarding Netflix and Spotify factors that 

individuals rated on different scales which could describe which are rated higher or 

lower, as well as quantify which of the binge-watching motives seemed to be 

individuals’ main motive to binge-watch TV shows. Multiple linear regressions and 

bivariate correlations was used to establish whether any of the factors mentioned in 

the survey affect loyalty, and if so, which affects it the most.

Linear regression is used to establish whether there is a significant positive or 

negative connection between multiple variables and can further explain these 

possible correlations by quantifying their strength. In this case, this is useful as it can 
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display which factor studied has the highest effect on loyalty, both for Netflix and 

Spotify.

The independent variables wasbrand loyalty, and the independent variables were 

content, trust, consumer knowledge, web/app design and features.

4. FINDINGS

The findings that were gathered from the survey were analysed with SPSS. This 

section will focus on what the findings from the gathered data are, and how they are 

analysed. Firstly, there will be a section on the different demographic variables such 

as age, gender, income, and overall respondent data. Secondly multiple linear 

regressions and correlation statistical analysis will be used to measure the different 

variables regarding brand loyalty. Thirdly, we also analysed descriptive statistics 

about the motives of binge-watching.

4.1 Respondent Demographics 

From of the 133 participants, 67 (50.4%) identified themselves as male, whereas 64 

(48.1%) identified as females, and 2 (1.5%) decided not to share the information. 

Nationalities were represented as follows:
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Figure 5: Countries of Residence (SPSS, 2023)

The nationalities were mainly compromised of Finland, United Arab Emirates, Italy, 

United Kingdom, and Vietnam. Several other countries made up the rest of the 

sample, with one to three respondents per nation. The reason why country or 

residence was asked rather than country of origin is because services like Netflix 

and Spotify are often country specific when it comes to content, prices, and access; 

this would ensure that the data is more reliable.  

Several ages were represented in the data. The highest frequency of age range 

consisted of 18-22, with 77 participants of the 133 being within those ages. The 

range had a minimum of 12, and a maximum of 65, with several ages in-between. 

The figure 6 represents the ages of the respondents:  

Figure 6: Ages (SPSS, 2023)  

The data is spread with the majority being between 18 and 23, with a slight grouping 

in 46 to 59. 
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The respondent income levels showed that over half (57.9%) were students or had 

no stable income, with all other levels somewhat evenly split. 12.8% reported 

between 50,000-70,000. Figure 7 shows these distributions.

Figure 7: Income Levels (SPSS, 2023)  

An important set of variables that needed to be removed were the people that 

answered ‘No, I use Neither’. As they claimed they did not use either Netflix or 

Spotify, they could not qualify for the study. There were 25 individuals that were part 

of this group, leaving 133 people eligible for statistical analysis. 

4.1 Reliability Analysis

After exporting the data into SPSS subgroups for the questions were made. These 

subgroups are website/app design, trust, content, and provider consumer knowledge 

and features. The dependent variable is the loyalty levels. To test the reliability of 

these variables Cronbach’s Alpha was calculated for all variables, and these were 

the results. The data for Netflix gave a Cronbach’s Alpha of .812 for content with five 

items, .758 for trust with four items, .928 for website/app design with three 
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items, .912 for consumer knowledge with five items, and finally .906 for loyalty with 

six items. All the values display as over .500, suggesting all scales for Netflix can be 

considered more than acceptable. 

In the case of Spotify, the scales gave the following Cronbach’s Alphas, with the 

exact same number of items per scale as Netflix. Content was .720, trust was .827, 

website/app design was .931, consumer knowledge was .948, and loyalty was .931.

Similarly, to the Netflix scales, all of the values are above .500, therefore can be 

considered acceptable.

4.2 Test of Independent Variables & Descriptives

The different measurement scales were put through comparisons, by looking at the 

means of the average answer. This could give an insight on what service people 

preferred, as well as what aspects they preferred most of the respective apps. The 

scale is from 1 (Strongly Disagree) to 7 (Strongly Agree), the higher the mean the 

stronger the respondents preferred that certain variable. 

Netflix
Loyalty Web/App 

Design
Trust Content Price Consumer 

Knowledge
Features

Mean 4.4818 5.6693 5.0703 5.0844 4.2526 5.0000 5.3281

N 128 128 128 128 128 128 128

Std. 
Devia
tion

1.27621 .93019 .97404 .93728 1.3636
6

1.10261 1.27427

Table 1: Netflix Means (Cicero, 2023)

By looking at the means presented for Netflix, it is clear that Web/App Design is the 

most liked or supported aspect of the service. People also seem to like the features 

of Netflix, such as download and auto play next episode. This does not mean that 

people dislike any aspect, as all the means are above 4 which is the midpoint. It 
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seems that price is the aspect that people rated the lowest. This could be because 

competitors such as Disney+ or HBO Max have cheaper options. Next is Spotify:

Spotify

Loyalty Web/App 

Design

Trust Content Price Consumer 

Knowledge

Features

Mean 5.4646 5.5556 5.6667 6.0505 5.2290 5.6404 5.7374

N 99 99 99 99 99 99 99

Std. 

Deviation

1.33275 1.05302 .92375 .78472 1.28098 1.09245 1.40397

Table 2: Spotify Means (Cicero, 2023)

Spotify also has positive means, suggesting on average people have a positive 

experience with all aspects. Content had the highest mean suggesting that, on 

average, respondents selected ‘Agree’. The lowest Spotify variable is also price. The 

reason why the ‘N’ values are different within the tables is because respondents 

were only shown the questions based on what service they used, which was 

distinguished in question one.

Netflix Spotify
Loyalty 4.482 5.465
Web/App Design 5.669 5.556
Trust 5.070 5.667
Content 5.084 6.051
Price 4.253 5.229
Consumer Knowledge 5.000 5.640
Features 5.328 5.737

Table 3: Means Comparison (Cicero, 2023)

When comparing the means (rounded to 3 decimal points) for both services, Spotify 

has higher means for all aspects except Web/App Design. This would suggest that, 

on average, respondents prefer Spotify when looking at the variables that were 

measured. It can also be seen that respondents prefer the user experience of Netflix, 

as the results suggest that it has the better website or application for design and 

visual appeal.
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4.3 Correlations and Multiple Linear Regression Analysis

To test hypotheses and analyse whether the correlations are significant, bivariate 

correlation tests and multiple linear regression models were run on SPSS for both 

Netflix and Spotify. Bivariate correlations were run to test whether there is a positive 

or negative correlation between all variables used for Netflix and Spotify (Loyalty, 

Web/App Design, Trust, Content, Price, Consumer Knowledge, Features).

Figure 8: Netflix Correlations (SPSS, 2023)

By looking at this data it can be seen that all variables have a positive correlation. All 

correlations except the ‘Features’ can be considered strong. Significance levels are 

also below 0.001, suggesting correlations are significant. 
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Figure 9: Spotify Correlations (SPSS, 2023)

Spotify correlations are all above .500, suggesting strong positive correlations 

between all the variables too. Significance levels are also below 0.05, suggesting 

that the correlations are indeed significant. 

Next, to test which factor has the highest effect on brand loyalty, multiple linear 

regressions were calculated for Netflix and Spotify. The dependent variable would be 

the scale for brand loyalty, whereas other factors of Web/App design, trust, content, 

price, consumer knowledge, and features. Firstly, data for Netflix will be analyzed:
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Figure 10: Netflix Model Summary (SPSS, 2023)

This table shows that the three variables that affect loyalty for Netflix the most are 

content, trust, and price. Through the R square change value, it can also be seen 

what affect the independent variables have on loyalty. Since the value is 0.487 for 

content, 0.108 for trust, and 0.028 for price, the proportion of variance that trust and 

price have on loyalty is much lower than the content. 

The significance levels can also be seen here, showing all variables are significant 

and can be used for analysis.

Next, the data for Spotify will be analysed:

Figure 11: Spotify Model Summary (SPSS, 2023)

This table shows that the three variables that affect loyalty for Spotify the most are 

trust, content, and price. Through the R square change value, it can also be seen 

what affect the independent variables have on loyalty. Since the value is 0.482 for 

trust, 0.099 for content, and 0.042 for price, the proportion of variance that content 

and price have on loyalty is much lower than the content. 
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4.4 Binge-Watching Motives, Descriptive Analysis

Within the literature review, it was exemplified that binge-watching can affect loyalty. 

In the survey, binge watching motives were therefore explored. The survey 

contained 15 seven-point Likert scale questions that asked respondents to rate their 

agreement from 1 (Strongly Disagree) to 7 (Strongly Agree) to several prompts with 

different motives for binge-watching. By comparing the means in SPSS, these 

results can be obtained:

Relax Forget 
Problems

Escape 
Reality

Feel Less 
Lonely

Pass 
Time

Activity with 
Others

Trends Nothin
g 

Better 
to Do

4.8189 4.3622 4.3858 3.6142 5.0945 4.7953 3.7717 3.6457
Discussin

g with 
Others

Suspense 
& 

Excitemen
t

Connecte
d to 

Character
s

Immersin
g in Story

Addicte
d

Accomplishme
nt

Avoid 
Boredo

m

4.4331 5.3858 4.3071 5.2441 3.6063 2.8110 4.7953

Table 4: Binge-Watching Motives (Cicero, 2023)

Through comparing the means of the respondent’s choices, it can be seen that the 

primary motive for binge-watching TV-shows is suspense & excitement, closely 

followed by immersing oneself in the story. The least significant reasons would be to 

feel a sense of accomplishment, as well as feelings of addiction. Out of the 158, 127 

reported to having binge-watched a show before. 

5. DISCUSSION AND ANALYSIS

The focus of this section will be to analyse the data gathered in the findings, refer it 

to literature review as well as to the hypotheses. 

5.1.  Biggest Contributors to Netflix & Spotify Brand Loyalty  

Through the analysis section, it was learned that content, trust, and price were the 

three main factors that contributed to consumer loyalty. Although the literature review 
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suggested that consumer knowledge was a strong factor that promoted loyalty, 

which was stated by Mondragón & Cabellos (2018), the results suggested that 

content trust and price were more important to consumers. The literature review 

mentioned Netflix shows such as ‘La Casa de Papel’, or ‘Stranger Things’, both very 

popular Netflix Original shows that could justify content being the highest loyalty 

predictor. Trust was the second most important factor, referring to how people feel a 

sense of safety towards Netflix when they login and use the service. This could be 

because Netflix has been one of the first streaming platforms, giving consumers 

confidence that the service will be provided well.

In the case of Spotify, trust, content, price, and web/app design were the most 

significant variables affecting loyalty. Trust was first as the highest reason why 

people may be loyal to Spotify. Similarly to Netflix, Spotify has been active several 

years and provided customers with a high rated service (Google Play Store and 

Apple Store ratings) for many years. Content was rated as the second highest, likely 

because Spotify is an open platform where almost anyone can post their 

music/podcasts, making the selection extremely wide. According to Mäntymäki et al. 

(2014), individuals found the release of new music/podcasts as well as Spotify’s 

created playlists valuable when choosing whether to remain subscribed which to an 

extent agrees with the results found within this study. Content was the second most 

valuable factor, and trust first, which could be seen as users trusting for new 

releases to be placed on the service. 

Within the questionnaire, there was also a question that was not analysed in the 

findings that asked: ‘I would consider trying another streaming app next time’. The 

means from this question can be analysed to compare how loyal people feel to 

Netflix in comparison to Spotify. The scale goes from 1 (Strongly Disagree) to 7 

(Strongly Agree), meaning that the lower the mean the more loyal people feel to the 

respective service. The means for Spotify were 3.7273 and 5.0078 for Netflix.

This suggests that people feel more loyal to Spotify as they are not as willing to try a 

different app if they had to swap. In the case of Netflix, people feel positive that they 

will try another app next time. These results somewhat go against what was 

analyzed in findings and literature review as respondents gave Netflix good scores, 
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even in comparison to Spotify. This would mean that through the results people 

generally felt loyal to Netflix, but this question indicates that individuals feel that they 

would try another app instead of Netflix. According to Guedes (2019), churn (which is 

indicated by this question) can be reduced by investing in functionality and user 

experience. Perhaps Netflix has less functionality, causing some individuals to feel 

they would want to try another app, even if the results suggested most participants to 

be loyal.

5.2.  Binge-Watching Motives

As described in the Findings, the major reasons for binge-watching can be ranked as 

follows: suspense and excitement, immersing oneself in the story, and to pass the 

time. The top two can be linked to content as shows are made to be suspenseful and 

have an immersing story, suggesting that the findings that content is the top teller of 

loyalty can be further supported. The final aspect is passing the time, which was in 

the hypothesis.

The motives individuals least resonated with are to feel less lonely, feeling of 

addiction and accomplishment.

In line with this, it can be observed that more personal reasons were less felt in the 

sample, and that people do not feel a sense of accomplishment at all from binge-

watching, as the mean is 2.81, much lower than the closest one which is 3.61. Within 

the literature review, Steiner (2018) found that binge-watching allows for individuals 

to better understand the show´s writing and narrative, resonating with the results 

found within this study that state that individuals binge-watch to immerse themselves 

in the story. However, research done by Dandamundi & Sathiyaseelan (2018) goes 

against what was found in this study, as they suggest that the main factors are 

boredom, stress, and loneliness, which does not resonate with the results of this 

study which found loneliness to be amongst the lowest motives. Boredom on the 

other hand does go with the results found in this study as it had a mean closer to 

‘Strongly Agree’, and ‘Pass the Time’ was also a top motive. 

Next, are my hypotheses and whether they passed:
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H1

Accepted

 The variety of content on Netflix & 

Spotify impacts the reason why people 

renew their subscriptions.

H2

Accepted

The recommendation system on Netflix 

& Spotify impacts the reason why 

people renew their subscriptions.

H3

Accepted

The features present of Netflix and 

Spotify impact the reason why people 

renew their subscriptions.

H4

Accepted

Trust of Netflix and Spotify impacts the 

reason why people renew their 

subscriptions.

H5

Accepted

The design of website/app of Netflix and 

Spotify impact the reason why people 

renew their subscriptions

H6

Somewhat Accepted

The primary binge-watching motives are 

passing the time, suspense, and 

excitement, and boredom.

Table 5: Hypotheses Acceptance (Cicero, 2023)

6. CONCLUSIONS 

The final section of this paper will summarize the information presented in all the 

sections, followed by an exploration of how these findings have implications towards 

international business. This can convey the importance of the research for 

businesses around the world or in the field of international business. Finally, 

limitations will be discussed with further focus on possible future improvements.

6.1.Main Findings
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The core purpose of this paper was to understand the factors that could affect loyalty 

in the service sector of video and music streaming, and the motives behind binge-

watching. 

The focus was put on Spotify and Netflix as they have been in that market for a long 

period and have been objectively successful. This was used to compute variables 

that were tested through statistical analysis by gathering survey results. Through the 

research, binge-watching also became a point of interest as some studies suggested 

it had varying motives and causes, like Dandamundi & Sathiyaseelan (2018) who 

suggested there is five main binge-watching reasons, being boredom, stress, 

loneliness, social engagement, and habit or addiction. Because of this reason, 

research and testing were done to determine the main motives individuals may have 

behind binge-watching.

To achieve the objectives of finding which factors have the highest effect on brand 

loyalty following the research done in the literature review, a survey was conducted.

This aimed to find which factors that are said to affect loyalty, have the biggest effect 

based on consumer answers. These objectives were achieved by ensuring a wide 

demographic of respondents, as well as previously peer reviewed survey item scales 

with high reliability scores. 

The primary data that was gathered through the survey results were exported into 

SPSS. Firstly, findings from this research found that people seem to favor Netflix and 

Spotify as all answers had positive scales (more leaning towards ‘Strongly Agree’). 

Secondly, the data supported the idea found in the literature review that all variables 

are connected to brand loyalty. Finally, it showed that content was the most 

important factor regarding loyalty for Netflix, and that for Spotify it was trust. 

This would suggest that people enjoy Netflix content and stay subscribed mostly 

because of it, which is also suggested by Mondragón & Cabellos, (2018) who have 

stated that personalized content is a primary factor that leads to loyalty. Spotify users 

are used to good service and trust that it will be provided well through time. Hamdani 

and Permana (2021) suggest that E-CRM (electronic customer relationship 

management) which refers to customer relationship management, has a 51% effect 

on loyalty, suggesting trust is supported within the literature review.
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The findings for binge-watching motives suggest that the main purpose that 

individuals binge-watch TV-shows is suspense and excitement, followed by 

immersing oneself in the story. The reason people least resonated with is ‘to feel a 

sense of accomplishment’. Dandamundi & Sathiyaseelan (2018) and McIlwraith 

(1998) heavy TV users are typically consuming because of boredom, which although 

was not the top reason found through this research, it was still among the top four 

motives of why individuals binge-watch shows.

6.2. International and Managerial Implications

The growth of video and music streaming has been thoroughly explained in the 

literature review, and with such high growth, knowing what keeps consumers 

engaged and subscribed is crucial to know as it is likely that more services like 

Netflix or Spotify will be born in the near future. The respondents throughout the 

research were somewhat evenly spread, although some countries had higher 

respondents than others, and it can be noted that most of the respondents live or 

have lived in international backgrounds suggesting the research can be applicable at 

an international scale. Furthermore, services of this nature are typically used in an 

international setting, which is also a reason why the survey asked ‘country in which I 

am currently living’ rather than nationality. This is because these services operate in 

several countries, with slight differences. Many countries have different content or 

prices, making this research significant as they showed consistent results even 

though the sample size was international. 

From a managerial point of view, knowing what factors affect brand loyalty can allow 

certain tasks or units to be prioritized. For example, through these results, a 

manager could know to spend more recourses on the content team, whereas 

perhaps spend slightly less on features, which individuals seemed not to care as 

much about when it came down to renew their subscription. It can also be useful for 

international managers as it would also dictate perceived quality of Netflix and 

Spotify, which can be used to compare when creating a new service that aims to 

provide something similar.
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Finally, after having learned how impactful a reduction in churn can be from the 

literature review, newer or existing companies that aim to provide services like Netflix 

or Spotify globally can have an idea of what to focus on to maintain the highest 

number of paying customers to benefit themselves, as well as provide customers 

with what they mostly value.

6.3.Limitations & Suggestions for Future Research

After conducting the study, several limitations could be analysed, and that can stem 

suggestions for future research on this topic. Firstly, the survey was put out on 

several channels, but taken down less than two days later. These channels could 

have provided many more responses in order to collect more respondent data. The 

engagement of the survey could have also been handled better, as 217 people 

began responding, only 158 finished the survey. If the questions were perhaps 

divided into a better order, or if some were simply not present.

Another important limitation that could hinder data analysis is the fact that most 

students and younger individuals that took the survey reported not paying for it, as 

some said their parents paid, or that they only paid in part. This could negatively 

affect the validity of the data, as it is trying to measure reasons for subscription 

renewal which cannot occur if someone is using the service from someone else’s 

payments. In order to improve this, the survey could have been released to people of 

older age, or it could have simply recorded data only from people that claimed they 

paid themselves. The issue with the second option is that respondent numbers 

would have been too low in that case.

Finally, a study that can measure attitudes to all brands should be conducted to truly 

test what affects brand loyalty when it comes to services like Netflix and Spotify. 

Limiting the respondents to only Netflix and Spotify users made sample sizes too 

small, as well as not making the results as generalisable, as for example these 

findings can be hard to tie to Disney+ or Apple Music for example. 
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Interviews could also be conducted in order to get to the root of how people think 

about brand loyalty when it comes to services like these. They could give powerful 

insights, but time constraints within this thesis, unfortunately, did not allow that to 

happen.

Finally, I suggest conducting interviews with several individuals that remain loyal to 

Netflix and Spotify, as well as with people who have not renewed their subscription. 

This could give clear insights on how closely people feel to the studied factors and 

could give further insights in general. I would also further interview people who chose 

not to remain loyal and switch to a different service provider to study why people 

choose a certain service over another, and how significant those reasons may be 

because of the relatively low price of these services. Furthermore, it would be 

insightful to study whether different service providers have given individuals different 

reasons to binge-watch shows.
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