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1.0 [bookmark: _Toc129906626]Introduction 
Chage represents a shift in what it is known and a replacement of the old ways with the new ways (Harmon, Rosemann, and Davenport, 2019). In businesses, chance can often happen when companies are being innovative, or when they simply need to adapt to other bigger changes (Harmon, Rosemann, and Davenport, 2019). This has also been the case of Netflix, which have recently introduced the interactive movies, where the viewer can choose certain action of the movies, as well as determining the ending (Dahdal, 2020). 
The report is looking at how Netflix has managed and implement the change which consisted of introducing the interactive movies to the customers. The report will look at the background of Netflix and what has determined the change, as well as the reason for the change. The reason for the change will be explained using tools such as SWOT and PESTLE analyses. Furthermore, the report will also look at different change models, highlighting their benefits, and will assess whether or not Netflix has used a change model when implementing the interactive movies. Then, the report will also look into the leadership and management at Netflix and will assess the leader’s involvement in the change, as well as will identify the more complex areas of implementing the interactive movies. At the same time, the report will look at how the leadership helped or not and if the leader has managed to deal with complex issues. The report will also investigate the culture of Netflix using a culture model and determine is the interactive movies have been based on the culture, as well as the impact of the culture on the change. Finally, the report will assess whether Netflix has used change agents to implement the interactive movies or not, and where the change agents have come from, in case Netflix used them. Lastly, the report will end with proper conclusions based on all the findings and recommendations. 
The report will use supportive materials such as credible academic journals, as well as websites, mainly Netflix’s website, which holds a lot of useful information. 

2.0 [bookmark: _Toc129906627]Background
Within this section will be discussed Netflix’s background and the main reason for implementing the interactive movies. 
2.1. [bookmark: _Toc129906628]Background Information
Netflix is a streaming company that offers subscription-based content online, or offline after downloading (Davis, 2021). Apart from this, Netflix is also a movie and TV series producer, and it is recognised for its exclusive content (Davis, 2021). Netflix firstly started in 1997 as a DVD rental company, and in years has managed to become one of the most known streaming companies in the world (Jenner, 2016). As of 2023, Netflix has a total of more than 230 million subscribers worldwide, with the actual number of Netflix users being significantly higher due to the option of sharing the account or the password (Nam, Ro, and Jung, 2023). Netflix it is also to be second largest entertainment company in the world, coming in second place after Disney, and has a reported revenue of 31.6 billion dollars (Nam, Ro, and Jung, 2023). Netflix has currently introduced the interactive movies in a period where the world was in lockdown, but they have been rapidly growing in the eyes of the customers, becoming a top choice (Rezk and Haahr, 2022).
2.2. [bookmark: _Toc129906629]Reason for the change
 The interactive movies are movies where the viewers can have control over the narrative of the movie (Samuel, 2021). This means that the customer can simply chose an option at the given moment, and based on their option, the narrative of the movies will change, as well as the ending (Samuel, 2021). Another interactive aspect of Netflix have been the interactive TV shows (Samuel, 2021). These are not only characterised by the changes given to the viewer, but the TV series’ episodes can be watched in various ways and have completely new narratives each time (Samuel, 2021). The main purpose of the interactive movies are not only to innovate, but to capture the viewer’s attention for a longer time and to create a deeper interaction than with normal screenings (Samuel, 2021).
The interactive movies represent an innovation as well a big change of Netflix, from the way they are filmed, to the way the post-production is done, and to how these are promoted to the target market (Anis, Chawky and Halim, 2022). 
The main reason for the change has been because Netflix had access to new technologies brought by the Industry 4.0 (Anis, Chawky and Halim, 2022). These new technologies allowed Netflix to become even more innovative than before, by developing and introducing this type of movies (Jang, Kim and Baek, 2023). Netflix has created personalised programs that could help with producing the interactive movies, as they were possible with the new advanced technologies (Anis, Chawky and Halim, 2022). The technological factor is part of the PESTLE Analysis below. 
The creation of interactive movies at Netflix has been supported by the internal factors. For example, the fact that Netflix had a great position on the market allowed the company to experiment through these movies and see if the customers will be interested in this innovation (Nam, Ro, and Jung, 2023). Moreover, the growth from the pandemic brought in more capital that was used for building the programs needed to create interactive movies (Nam, Ro, and Jung, 2023). Even more than that, because Netflix is recognised for being the only place where people can see some of the most popular movies and TV series, this helped Netflix to keep the exclusivity through interactive movies, which are known to only be available at Netflix (Rezk and Haahr, 2022). The external factors that helped Netflix create the interactive movies are represented by technological and social. Technological because this allowed Netflix to produce the movies in the first place and to build the programs that were necessary for such software (Jang, Kim and Baek, 2023). At the same time, the social factor represented through the customer behaviour showed that more people subscribed to Netflix during pandemic, and they have remained even after that (Nam, Ro, and Jung, 2023). Therefore, because there was an audience which resulted in more profit for Netflix, the company also had the audience and the capital to apply their innovative idea to create interactive movies and TV series (Nam, Ro, and Jung, 2023). At the same time, technology is also changing human behaviour and expectations, and companies are the ones that are exploring this segment the most so that they can offer the customers new experiences (Nam, Ro, and Jung, 2023).

SWOT Analysis

	STRENGTHS
Brand position on the market (Nam, Ro, and Jung, 2023)
Growth (Nam, Ro, and Jung, 2023)
Exclusive shows (Rezk and Haahr, 2022)
Personalised program for each country/region (Gómez and Muñoz Larroa, 2022; Fievez et al., 2021; Nam, Ro, and Jung, 2023)
Diversity and Inclusivity (Khoo, 2022)

	WEAKNESSES
Copyright Policies (Iordache, 2022)
Debt (van Es, 2022)
Increased subscription prices (Tang and Wei, 2023)
Subscriber loss (Tang and Wei, 2023)
Recent change in Leadership (Sorkin et al., 2023)



	OPPORTUNITIES
Expansion opportunities (Close, 2023)
Innovative movies/TV series (Rezk and Haahr, 2022)
Local content (Gómez and Muñoz Larroa, 2022; Fievez et al., 2021; Nam, Ro, and Jung, 2023)
Technological development (Jang, Kim and Baek, 2023)
	THREATS
Password sharing (Echauri, 2023)
Competition (Wayne and Sienkiewicz, 2022)
Sustainability (Putra et al., 2022)
Increased operational costs (Tang and Wei, 2023)
Lawsuits (Hudson, 2022)



PESTLE Analysis

	PESTLE Factor
	Impact

	Political – Russia-Ukraine War
	Netflix had to close down all Russian accounts following the Russian-Ukraine war, and it lost almost 700.000 subscribers for this (Tang and Wei, 2023).  

	Economical – price increase
	Netflix was forced to raise its subscription prices because the costs of everything has risen (Tang and Wei, 2023). This can make the company lose customers as it might be perceived as too expensive (Tang and Wei, 2023).

	Social – customer behaviour
	The most recent social shift has been when the COVID-19 was spread all over the world and people had to stay inside (Nam, Ro, and Jung, 2023). The Netflix subscribers have grown during that period with over 68 million subscribers (Nam, Ro, and Jung, 2023). 

	Technological – Industry 4.0
	Industry 4.0 brought new technologies available to help the movie industry develop better quality movies in a shorter time (Jang, Kim and Baek, 2023). At the same time, it also brought new opportunities to innovate the customer experience when watching a movie (Jang, Kim and Baek, 2023). 

	Legal - lawsuits
	Netflix has been sued by multiple shareholders after the company reported losses in the first quarter of 2022 (Hudson, 2022). The shareholders were looking to recover their initial investmen7 (Hudson, 2022). Netflix has also been involved in high-class action lawsuit involving misleading or defamation, which made the company lose significant amount of money (Hudson, 2022). 

	Environmental - sustainability
	Netflix has managed to bring its net carbon footprint to 0 in 2022 (Netflix, 2023). At the same time, the company is invested in bringing awareness over sustainability by promoting multiple films and TV series on the subject (Netflix, 2023). However, Netflix has a high level of energy consumption, and it is currently looking into alternatives to use only renewable energy (Putra et al., 2022). 



2.3. [bookmark: _Toc129906630]Change Models
Change is not easy to implement, as it requires a lot of planning and resources (Hussain et al., 2018). However, there are a few models that can make the transition easier and the change to be easily and effectively implemented. One of the change models and, nevertheless, the most known, is the Kurt Lewin three step model change theory (Hussain et al., 2018). This model is also known as Unfreeze-Change-Freeze model, and it is helpful in supporting the companies in making the change and integrate it in future endeavours (Hussain et al., 2018). The first part of the Lewin’ model is the Unfreeze. This refers to the acknowledging and understanding for the need to change, planning the change, promote it to stakeholders and obtain approval for the change (Hussain et al., 2018). Usually, the Unfreeze part of the model is the one that requires the most research and review, in order to ensure that all the measures have been taken so that the change will be successful (Hussain et al., 2018). The second part of the Lewin’ model is represented by the Change. This means that during this part, the change is actually implemented (Hussain et al., 2018). The actions included in this part should have been established in the Unfreeze part, and this is where the actions are put into application (Hussain et al., 2018). The third part is the Freeze. This refers to integrating the change as a part of the company and making this to be the new ‘normal’ (Hussain et al., 2018). 
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However, there are also limitation to the model. The main limitation is that this model cannot be used by a company that it is in constant change because there will not be enough time for the Freeze phase to happen and for the change to be assimilated properly (Levasseur, 2015). 
A change model is beneficial to be used because it help companies to identify potential issues or barriers of the change and to act accordingly to reduce the risks (Levasseur, 2015). 
Netflix applied the Lewin’s Change Management Model. In the Unfreeze stage, Netflix focused on identifying the opportunity to change after noticing all the technological advancements that were made (Khoo, 2022). After acknowledging that filmmaking can be done otherwise and can enhance viewers’ experience, Netflix started to prepare the scripts, conduct the casting and working on building the new system that will enable to create the interactive movies (Khoo, 2022). The main system built for that is called Branch Manager, represented in the picture below (Khoo, 2022).
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 For the Change, Netflix introduced the first movie, Bandersnatch, and it was a worldwide success (Rezk and Haahr, 2022). The people were impressed with the movie, and various studies have been made to determine the level of engagement of the viewers (Rezk and Haahr, 2022). However, the other films that appeared after Bandersnatch did not have the same success as the original movie (Rezk and Haahr, 2022). 
Finally, for the Freeze part of the model, Netflix made the change permanent by developing other interactive movies and TV series, and they have expanded from adult-only movies to child movies as well (Rezk and Haahr, 2022). At the present time, there are more than 20 interactive movies and TV series available to watch on Netflix (Netflix, 2023b). However, since none of them had the same success as the initial movie, Bandersnatch, the company has recently revealed the fact that around 1% of the focus in on interactive movies at the moment (Vorderer, Knobloch and Schramm, 2021). This can only mean that Netflix is currently struggling to develop further interactive movies and TV series in order to have the same or bigger success as Bandersnatch (Vorderer, Knobloch and Schramm, 2021). 

2.4. [bookmark: _Toc129906631]Leadership and Management
Leadership is important in managing a change because employees must be helped to implement and to navigate the change (Weber, Büttgen and Bartsch, 2022). Apart from that, a change within an organisation must also be firstly approved by the leader, because there are a high number of resources used when dealing with change, such as financial resources, time, and human resources (Weber, Büttgen and Bartsch, 2022). Therefore, it can be safe to say that an effective change and an easy transition are both depending on a leader to guide the people (Weber, Büttgen and Bartsch, 2022). 
In Netflix’s case, during the implementation of interactive movies, Reed Hasting was the co-CEO of the company, which is also one of the main founders (Döpfner, 2021). He was a leader that was focused on change and innovation and was very involved in every aspect of the business (Döpfner, 2021). However, one of the most complex aspects of the change has been the customer preference (Döpfner, 2021). While the first interactive movie had a very good response from the public, the other interactive movies did not receive as much response (Vorderer, Knobloch and Schramm, 2021). Even though Netflix tried to push the interactive movies as much as they can, unfortunately the final result was not a positive one (Döpfner, 2021). Even Reed has tried to promote the movies (Döpfner, 2021). But unfortunately, people were not as impressed as they were with Bandersnatch (Vorderer, Knobloch and Schramm, 2021). This issue, combined with subscriber loss, lawsuits and debt has made Reed Hasting to step down as co-CEO and be replaced with Greg Peters and Ted Sarandos in January 2023 (Sorkin et al., 2023). It is still unclear what type of leaders are the two and how will they engage in the future changes that will happen at Netflix. 


2.5. [bookmark: _Toc129906632]Culture

The culture of an organisation is recognised by the brand’s values, beliefs and most important, actions (Handy, 2020). To identify what type of culture an organisation had, there are a few models, through which Handy’s model can be found. Handy’s model shows that there are four types of culture (Handy, 2020). The Club Culture represents the best organisations which are built on respect, connections and power and employs like-minded individuals that are led by a charismatic leader (Handy, 2020). The Role Culture is representative for organisations that prefer stability, organisation and where the work is delegated, so that each employee can equally contribute to the success of the company (Handy, 2020). The Task Culture is found in organisation that employs highly skilled staff that are problem solvers (Handy, 2020). Finally, the Existentialist Culture is characteristic for organisations that invest so that their people can be the best version of themselves (Handy, 2020).
In Netflix’s case, it can be argued that the company had adopted a Club Culture model at the time when Reed Hastings was also CEO. Because he was a charismatic leader, he often looked to employ people with the same mindset as him (Hastings and Meyer, 2020). He led the company with respect for employees and tried to ensure that the team members are not afraid of making mistakes and to try new aspects (Hastings and Meyer, 2020). At the same time, because the culture promoted the idea of trying new things, the idea of creating interactive movies was quickly started to be implemented (Hastings and Meyer, 2020). For example, the team has started to build the software needed to create the interactive movies (Dahdal, 2020). Moreover, the then-CEO spoke publicly about their new innovation, because Netflix already had an imagine of a company that is always innovating and trying to come up with new content all the time (Floegel, 2020). However, the customer have lost interest in interactive movies quite quickly, after the first movie (Floegel, 2020). The culture had a huge impact of making possible the interactive movies because it made people work hard along with their leader to ensure that these movies will be a success (Floegel, 2020). 



2.6. [bookmark: _Toc129906633]Change Agents
Change Agents are those agents that are promoting the change within a company (De Caluwé and Vermaak, 2007). There are four types of change agents that a company can have when dealing with change. The first change agent is represented by the Advocates (De Caluwé and Vermaak, 2007). These are the persons who are actively involved in the change because they believe it will have a positive impact over the company (De Caluwé and Vermaak, 2007). The second change agent is represented by Incubators (De Caluwé and Vermaak, 2007). These are the persons who do not refuse the change, but they are taking their time to think and put in balance whether the change is beneficial, or if it has chances of being successful (De Caluwé and Vermaak, 2007). The third change agent is represented by the Apathetic. This is the person that is often unbothered by the change and just ignores it (De Caluwé and Vermaak, 2007). Finally, the fourth change agent is represented by the Resistor. This is the person that does not agree with the change and try as much as it can to stop the change from happening (De Caluwé and Vermaak, 2007). 
Unfortunately, for the change of interactive movies, Netflix does not appear to have any Change agents. The issues that came from this is the fact that none of the interactive movies released after Bandersnatch have been well received by the public (Rezk and Haahr, 2022). This could also mean that the Advocates for the change were missing. They could have made a big difference and perhaps the customers would have been keener to try looking at the interactive movies. 
3.0 [bookmark: _Toc129906634]Conclusion
Netflix has come up with their most recent change which has been the implementation of interactive movies. The reason for this change was the fact that technological advancement was made, and Netflix saw the opportunity to put to use the newest tools. Netflix was also helped by internal factors such as the capital and the fact that Netflix was already in a position on the market where people were expecting to see innovation from the company. At the same time, Netflix believed this was a good idea to change things in the company because the company has just gained new subscribers following the pandemic. Netflix has successfully applied the Lewin’s Change Model, however, after the final step, the company decided to not pursue interactive movies as often. The leadership has also been recently changed, in January 2023, and Netflix is taking the time to adjust. The company had a strong cult culture while having Reed Hastings as co-CEO, but it will remain to see if this will change under new leadership. Furthermore, no change agents have been identified, which could have potentially affected the success of the interactive movies. 
In conclusion, Netflix’ interactive movies were successful only in the beginning, but something happened that made customers to not be interested in it anymore, and further research must be conducted to discover the reasons in order to find solutions. 
4.0 [bookmark: _Toc129906635]Recommendations
	Recommendation Objective
	Measures-What action will be undertaken to resolve/improve
	Priority
High/Medium/Low
	Support & Development-
External/Internal
	Review dates
	Other comments

	New CEO’s must look into all the issues of Netflix and find appropriate solutions
	Research into the company and all the issues claimed by stakeholders
	High
	Internal support from all the research departments that Netflix has as well as trying to understand the cause of the lawsuits so that future lawsuits to be avoided.
	6 months after completion of the research
	This is necessary for the new leaders to understand what were the issues for which Netflix was losing subscribers, why Netflix had multiple lawsuits from stakeholders.

	Focus on understanding better customer behaviour
	Deep research into what is the customers’ perspective regarding interactive movies and why they stopped being interested after the first movie. 
	High
	External help from customers to gather feedback on what went wrong or what they expected to see in the interactive movies. 
	6 months after research
	A part of the reasons why Interactive movies failed to keep the people engaged was because there was not enough research on this, and the change has been mainly driven by the technological factors. 
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