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Executive Summary 
This report supplies an in-depth analysis of the key changes that Netflix has undergone to become one of the leading streaming entertainment companies globally. The report examines numerous factors that have contributed to the success of the company, including its shift from a DVD rental service to a streaming service, its creation of original content, and changes in its pricing model.
Additionally, the report explores both external and internal factors that have influenced the company's strengths and weaknesses. 
The report applies management models like Lewin and Kotter to Netflix to illustrate and understand how these changes were managed.
 Despite increasing competition, Netflix has continued to thrive, with its revenue steadily increasing over the years. Based on the findings, the report concludes with recommendations for the company to sustain its competitive edge and continue its growth trajectory.
1. Introduction
This report focuses on the change that Netflix took to be one of the best streaming entertaining around the world. This document will define change, organizational change and critically examine the key factors and drivers of change.
Furthermore, this paper will investigate external and internal factors to understand the strengths and weaknesses of the company. In addition, this paper will illustrate and apply the theoretical management models like Lewin and Kotter to Netflix. After that, a brief conclusion and recommendation are to be drawn. 
As explained by (The Guardians, 2022) Netflix is a streaming entertainment company that offers a vast library of television shows, movies, documentaries, and other original content to subscribers worldwide. The company was founded in 1997 by Reed Hastings and Marc Randolph and began as a subscription-based DVD rental service, delivering DVDs to customers by mail. Over the years, the company has undergone significant changes and has become one of the most dominant players in the streaming industry.

The Guardians also highlight one of the most significant changes that Netflix has experienced is the transition from a DVD rental service to a streaming service. In 2007, the company introduced a streaming service, which allowed subscribers to access movies and television shows instantly through their computers. This move was a significant change for the industry and paved the way for the company's success in the years to come.

Based on the finding of ( Product Habits,2023) another meaningful change that Netflix has undergone is the creation of its original content. In 2013, the company released its first original series, "House of Cards," which was a tremendous success and helped establish Netflix as a major player in the entertainment industry. Since then, Netflix has continued to produce its content, with a range of critically acclaimed series, documentaries, and movies, including "Stranger Things," "The Crown," and "Bird Box."

Netflix has also undergone significant changes in its pricing model over the years. In 2011, the company announced that it was splitting its DVD rental and streaming services into two separate plans, which resulted in a price increase for many customers.  Furthermore ( Product Habits,2023) explained that in 2014, the company announced another price increase, citing the need to invest in more original content. 
These pricing changes were met with some backlash from customers, but the company has continued to grow despite these challenges.

In recent years, Netflix has faced increasing competition from other streaming services, such as Amazon Prime Video, Hulu, and Disney+. To stay ahead of the competition, the company has continued to invest heavily in original content and has expanded its international offerings. 
Netflix has also experimented with different release strategies, such as releasing entire seasons of series at once and testing out interactive programming. According to (Statista, 2023) during the initial quarter of 2023, the overall revenue obtained by Netflix amounted to almost 8.16 billion United States dollars, exhibiting an increase from approximately 7.9 billion U.S. dollars in the corresponding quarter of the previous year.

2. Main part
2.1 What is change? 
According to (Oxford Learners Dictionaries, 2023) and (Kotter, P.J., 2012)
change refers to the process of transitioning from a current state to a new state or condition. It can happen on various levels, such as personal, organizational, societal, or global, and can be driven by several factors, including technological advances, economic shifts, political developments, environmental pressures, or cultural trends.
On the other hand, as explained by (Stobierski, T.,2020) organizational change refers to the process of changing an organization's structure, processes, culture, strategies, or systems to improve its performance, effectiveness, and adaptability. Organizational change can result from internal or external factors, such as shifts in market conditions, technological advances, mergers and acquisitions, leadership changes, or employee turnover.

Furthermore, Stobierski emphasises that Organizational change can take many forms, including incremental or radical, planned, or emergent, initiative-taking, or reactive, and strategic or operational. It can also affect various aspects of an organization, such as its structure, people, processes, technology, products or services, or relationships with stakeholders. Organizational change can bring about various outcomes, such as increased productivity, efficiency, innovation, competitiveness, customer satisfaction, employee engagement, or financial performance. However, it can also meet various challenges, such as resistance, ambiguity, complexity, or unintended consequences, and requires effective leadership, communication, and stakeholder engagement to succeed.
2.2 SWOT Analysis 

Before critically examining the main factors and drivers of Netflix it is important to look first into the internal and external factors of the company. According to (Abengoa SA., 2023) and (Seth, C.,2015) SWOT analysis is a strategic planning tool that helps show the internal and external factors affecting the performance of a company.

	Strength

· Strong brand reputation and customer loyalty.
· An innovative approach to content creation and delivery.
· Extensive library of original and licensed content.
· Global presence with over 208 million subscribers in more than 190 countries.
· Data-driven decision-making and personalized user experience.

	Weakness

· Dependence on licensed content and risk of losing popular titles.
· High content production costs lead to significant debt.
· Limited offline viewing options

· Increasing competition from other streaming services.



	Opportunity

· Expansion into new markets and partnerships with local providers.
· Diversification into added content formats and genres.
· Embracing emerging technologies like VR and AR to enhance the user experience.
· Offering bundled services with other media providers.

	Threats

· Increasing competition from established media companies and new entrants like Disney+, Amazon Prime, and Apple TV+.
· Fluctuating licensing costs and the risk of losing popular titles.
· Government regulations and censorship laws.
· Economic downturns affect subscriber growth and advertising revenues.


Based on the finding of (JOHNSON, G., REGNER, P., WHITTINGTON, R., SCHOLES, K, 2017), (WHITTINGTON, R., REGNÉR, P., ANGWIN, D., 2019)  and (PESTEL Analysis,2023) PESTLE analysis, also known as PEST analysis, is a marketing principle used by companies to monitor the environment in which they operate or plan to launch new projects, products, or services. The acronym stands for Political, Economic, Social, Technological, Legal, and Environmental factors, supplying a comprehensive overview of the different perspectives that must be considered when evaluating an idea or plan.

	2.3 PESTEL Analysis 

Political 
· Government regulations on content censorship and licensing

· Taxation policies affecting international operations

· Privacy and data protection laws


	Economical
· Economic fluctuations affecting subscriber growth and advertising revenues

· Currency exchange rates affecting profitability

· Rising content production costs lead to increased debt



	Social 
· Changing consumer preferences towards on-demand streaming

· Increasing demand for diverse and inclusive content

· Growing concerns about digital addiction and screen time

· 
	Technological 
· Advancements in streaming technology and user interfaces

· The growing importance of data analytics for content creation and personalization

· The emergence of modern technologies like VR and AR



	Environmental 

· The carbon footprint of data centres and content delivery networks

· Sustainability initiatives and environmental impact of production and filming processes


	Legal

· Copyright and licensing regulations for content distribution

· Intellectual property rights disputes with competitors

· Lawsuits related to privacy and data protection




As examined from the above SWOT and PESTEL analyses, it can be seen that
Netflix has implemented various pivotal factors and motivators of change to prove itself as one of the top entertainment companies. Firstly, a meaningful change was the transition to streaming from a DVD rental business, which allowed for a wider reach and a more convenient and accessible service (Richardson, A., 2011). Secondly, investing in original content was a strategic decision that distinguished Netflix from its competitors, helping to build a loyal subscriber base and differentiate itself in a crowded market (Mohammed, S., 2018). Thirdly, a data-driven approach has been essential to Netflix's success, as the company uses customer data to make informed decisions about content creation, marketing, and distribution to personalize the user experience and remain ahead of the competition (Patel, N., 2023). Fourthly, global expansion has been a significant driver of change for the company as it has enabled Netflix to tap into new audiences and grow its subscriber base (Spangler, 2019). These transformations were critical for Netflix to become one of the top entertainment industry companies, as they were able to develop a strong brand and loyal customer base through their streaming model, investment in original content, data-driven approach, and global expansion. Netflix's adaptability and ability to evolve have enabled it to remain competitive in an ever-changing market and continue to thrive.

2.4 Kotter's 8-Step Change Model
Figure 1Kotter's 8-step process (Vizzlo,2023)
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According to (Mind Tool,2023), (Laig, R.B.D. and Abocejo, F.T., 2021) and (HAAS, M.R.C., MUNZER, B.W., SANTEN, S.A.,2020) Kotter's 8-Step Change Model is a framework developed by John Kotter, a Harvard Business School professor, to guide organizations through momentous change. The eight steps are creating urgency, building a coalition, formulating a strategic vision and initiatives, communicating the change vision, empowering others to act on the vision, creating short-term wins, consolidating gains, and producing more change and anchoring new approaches in the organization's culture. Kotter's 8-Step Change Model supplies a structured approach to managing change, and it emphasizes the importance of involving and empowering employees throughout the process. By following these steps, organizations can create a more positive and successful change effort.
In the case of Netflix, this model can be applied to explain the company's success in adapting to the changing market conditions and evolving its business strategy. Here are the 8 steps of Kotter's model as applied to Netflix:

At first, establish a sense of urgency: Netflix recognized the need for change early on and proactively shifted its business model from DVD rental to streaming. This was a critical step in proving the company as a leader in the streaming market (Kotter, J. P., 2012).

Secondly, form a powerful coalition: The company's leadership team played a key role in driving change and creating a culture of innovation. CEO Reed Hastings and other executives worked together to develop and implement new strategies to keep the company ahead of the competition (Kotter, J. P., 2012).

Third, create a vision for change: Netflix's vision was to become the world's leading internet television network by offering high-quality, exclusive content to subscribers. This vision guided the company's decisions and investments in original programming (Mission Statement, 2023) and (Pace, S.,2017).
Fourth, communicate the vision: The company communicated its vision through marketing and advertising campaigns that emphasized the unique value proposition of its streaming service. This helped to build brand awareness and attract new subscribers (Rivera, A.,2019). 
Fifth, empower others to act on the vision: Netflix empowered its employees to experiment with new ideas and take risks. The company's culture of innovation encouraged employees to challenge traditional thinking and develop creative solutions to business problems (Kotter, J. P., 2012).

Additionally, create short-term wins: Netflix achieved short-term wins by creating original content that resonated with subscribers and generated positive excitement. Hit shows like "House of Cards" and "Stranger Things" helped to build brand loyalty and attract new viewers (Haughey, C.J.,2023). 
Furthermore, consolidating gains and producing more change as the company's subscriber base grew, Netflix continued to invest in original programming and expand its international presence. The company also developed modern technologies to improve the user experience and stay ahead of the competition (Chilingerian, J.,2020). 
And last, anchor new approaches in the organization's culture: Netflix has embedded its culture of innovation and customer focuses into its organizational DNA. The company continues to experiment with innovative ideas and evolve its business model to stay ahead of the curve (Kotter, J. P., 2012).
Through the application of Kotter's 8-step change model, Netflix was able to effectively undertake a major transformation and prove itself as a prominent entertainment organization. This was accomplished through the creation of a sense of urgency, the formulation of a definitive vision and strategy, effective communication, the empowerment of personnel, the recognition of achievements, and the incorporation of new techniques into their cultural framework.

2.5 Lewin Change Model
Figure 2 Lewin Change Model (Cyber Media,2022)
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According to (Cyber Media 2022), (BURNES, B., 2020) and (LEVASSEUR, R.E., 2001) the Three Stages model by Kurt Lewin, also known as the planned approach to Organizational Change, is a fundamental model that remains relevant in the current business environment. In the early 1950s, Lewin, who was a social scientist and physicist, proposed a straightforward framework, referred to as the Three-Stage Theory, to explain the process of organizational change. The model consists of three stages: Unfreeze, Change (Transition), and Freeze (Refreeze).

Lewin recognized that change is a complex process for both individuals and organizations, and it often involves several stages of transition and misunderstandings before achieving equilibrium or stability.
Kurt Lewin's Three-Stage Model is a straightforward framework that provides an understanding of the process of organizational change (Lewin, 1951). Netflix applied Lewin's model and used it effectively to navigate a significant transformation, which enabled the company to become a leading entertainment company.

In the first stage of Lewin's model, unfreeze, Netflix recognized the need for change and proactively shifted its business model from DVD rental to streaming. The company's leadership played a crucial role in driving change and creating a culture of innovation (Slideshow, 2022).

The second stage, change or transition, involved making the necessary changes to achieve the desired outcome. Netflix's vision was to become the world's leading Internet television network by offering high-quality, exclusive content to subscribers. The company communicated this vision through marketing and advertising campaigns that emphasized the unique value proposition of its streaming service, which helped to build brand awareness and attract new subscribers (Alberdi, 2023).
Finally, the third stage of Lewin's model, freeze or refreeze, involved anchoring the new approaches into the organization's culture. Netflix embedded its culture of innovation and customer focus into its organizational DNA. The company continues to experiment with innovative ideas and evolve its business model to stay ahead of the curve. Netflix's investment in original programmings, such as "House of Cards" and "Stranger Things," helped to build brand loyalty and attract new viewers (Study Smarter, 2023).
Lewin's Three-Stage Model has been instrumental in Netflix's change management efforts. Netflix's success story highlights the importance of using appropriate models for managing change in organizations. 
Lewin's Three-Stage Model provides a simple yet effective framework for understanding the process of change and can be applied to any organization. By creating a sense of urgency, developing a sharp vision and strategy, communicating effectively, empowering employees, celebrating wins, and embedding innovative approaches into organizational culture, companies like Netflix can navigate significant transformations and become leaders in their respective industries.
2.6 Stakeholder analysis 
Figure 3 Stakeholder Model (Hsoleimanpour, 2023)

[image: image4.jpg]Stakeholders-Q/E management Model

Tdentification
of stakeholders

Evalustion of the
system scope &
processes.

e

www.hsoleimanpour.com




Based on the finding of (WOJEWNIK-FILIPKOWSKA, A., DZIADKIEWICZ, 2021),(34: Find out what motivates your Stakeholders, 2007), and  (GETTLER, L., 2005) stakeholder analysis involves identifying and managing stakeholders in projects or organizations, where stakeholders refer to people or groups affected by the project. The analysis seeks to understand stakeholders' interests, needs, and expectations and helps project managers to identify conflicts or areas of cooperation. It is widely used in project management and other fields to ensure stakeholders' interests are considered and opportunities for collaboration are recognized. Stakeholder analysis is a crucial tool for effective project and organizational management (Smith, L. W.,2000).
According to ( Rahman, M.2023), and (Netflix,2023)
the analysis of Netflix's stakeholders involves naming the groups or individuals that are interested in or impacted by the company's operations. These stakeholders include customers who subscribe to the streaming service, shareholders who invest in the company, employees who are affected by its policies, content creators who produce content, suppliers who provide goods and services, and regulatory bodies that set rules and regulations. The stakeholder analysis aims to understand their interests, needs, and expectations, and how the company's actions affect them. It can help Netflix to manage stakeholder expectations and develop strategies to address potential conflicts. By considering the interests of all stakeholders, Netflix can operate in a sustainable and socially responsible manner while achieving its business aims.
3. Conclusion 
In conclusion, change is a process that involves moving from one state or condition to another. Organizational change is a type of change that aims to enhance an organization's effectiveness by changing its structure, culture, systems, processes, or strategies. SWOT analysis is a strategic planning tool that evaluates both internal and external factors affecting a company's performance, while PESTEL analysis is a marketing principle used to check the external environment in which a company operates. 
Netflix has successfully implemented various drivers of change, such as shifting to streaming, investing in original content, using a data-driven approach, and expanding globally. These drivers of change have propelled Netflix to become one of the top entertainment companies. 
Nevertheless, Netflix also encounters obstacles, including dependence on licensed content, competition, fluctuating licensing costs, and government regulations. Effective leadership, communication, and stakeholder engagement are needed to overcome these challenges. Overall, Netflix's success is attributable to its ability to adapt and innovate in response to shifts in the market and consumer behaviour.

4. Recommendation 
As one of the leading entertainment companies, Netflix has proved a formidable reputation in the industry. However, as the market becomes increasingly competitive and consumer preferences shift, it is essential for the company to continuously evaluate and improve its business strategy. To do so, Netflix should consider the following recommendations 

According to (Owens, S.,2022) Netflix should offer diversified content. While Netflix has been successful in producing original content, the company needs to continue to expand its content offerings to cater to a broader audience. This can be achieved through partnerships with other production companies and the acquisition of licensed content. By offering a wider range of content, Netflix can attract and keep more subscribers (Brunk, H.,2020).

Secondly, focus on international expansion: Netflix has already proven a presence in many countries, but there are still significant opportunities for international growth. The company should focus on developing localized content for specific markets and investing in marketing and distribution strategies that are tailored to each region (Williams, C.,2020).

Third, address rising licensing costs: The cost of licensing content has been a significant challenge for Netflix, and the company should consider alternative approaches to address this issue. For example, it could focus on producing more original content or explore revenue-sharing models with production companies.

Last, enhance user experience: With the rise of competitors such as Disney+ and Amazon Prime Video, it is essential for Netflix to continuously improve the user experience. This can be achieved through personalization and customization of content recommendations, improved search functionality, and enhanced features for mobile devices (Tatevosian, P. 2022).

Implementing these recommendations can help Netflix maintain its competitive edge and continue to grow in the rapidly changing entertainment industry.

Netflix has achieved tremendous success over the years, but it must continue to evolve its business strategy to remain competitive. By diversifying content offerings, focusing on international expansion, addressing rising licensing costs, and enhancing the user experience, Netflix can continue to be a leader in the entertainment industry.
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