


EXECUTIVE SUMMARY 
The main conclusion drawn within this report was that Netflix’s new values, organisational flat structure and new democratic style of leadership, will help foster a new corporate culture where employees are motivated to reach the goals of the organisation. Hasting’s new vision, policies and practices are now centred around employees wants, needs and expectations which will help with the organisations strategic management approach to its cultural change program. However, the organisation change process within Netflix requires further development concerning top/middle management as change agents in order to redevelop and adapt to the new participative/democratic style of leadership via guided training to recognise the potential of negative side effects that leadership has on the change process. 
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[bookmark: _Toc129873769]1.0 INTRODUCTION 
[bookmark: _Hlk128660065]This report was requested by the Vice President of Netflix on the 14th of January 2023, and was submitted on the 17th of March 2023. This report was compiled by the Chief Talent Officer of Netflix, to critically analyse and evaluate organisational change inside the company. The focus being on a change that was implemented by this organisation over the last two years.  The specific organisational change investigated within Netflix is a change in corporate culture, values, business practices and their impact on organisational efficiency. To understand where the main influences of change has occurred inside of Netflix, a SWOT and PESTLE analysis is applied to evaluate the organisations internal and external environment. To gain a better understanding of the nature of the change process, this paper will explore models and theories associated with organisational change by establishing the importance of change management and to consider the benefits to the organisation of developing individuals in the workplace. Moreover, evaluating concepts relating to leadership in relation to change management via analysis and evaluation of the relationship between organisational culture and change / organisational change and structure, environmental change and organisational response while drawing conclusion on its success and failure. Also, the role of managers as change agents. This paper will provide recommendations to further develop future improvement within the change process inside Netflix.
All sources of information to research and compile this report were obtained by engaging in a range of change management situations using lectures, case studies, textbooks, journals, articles, and websites. 












	
[bookmark: _Toc129873770]2.0 MAIN FINDINGS
[bookmark: _Toc129873771]2.1 Overview of Netflix – Area of Change 
Netflix is an online streaming service provider that offers a large variety of films, documentaries, and TV series on thousands of internet-connected devices. People can watch Netflix on a smartphone, smart TV, laptop, or any other streaming device. all for one fixed monthly fee. Plans range from £4.99 to £15.99 a month with no extra costs or no contracts (Netflix, 2022). Netflix annual revenue for 2022 was $31.616B, a 6.46% increase from 2021. Annual gross profit for 2022 was $12.447B, a 0.66% increase from 2021. Netflix retained earnings (accumulated deficit) for the quarter ending December 31, 2022, were $17.126B, a 41.75% increase year-over-year Macrotrends, (2022). 
Organisational change is a term used for business modification in which an organisation changes its policies, practices, business strategy, operation, structure, infrastructure, and culture Rajaram, (2019). The fundamental reasons for change within an organisation are customer demand, poor performance, technology, globalisation, and new market conditions Qureshi, (2020). A new organisational change assists a business in replacing outdated systems with new strategies to maintain competitive advantage over other businesses in the same field Indeed, (2021). The specific organisational change that will be examined is a change in corporate values, business practices and organisational culture in order to attract a diverse workforce to stay ahead of competition. The company decided to change their corporate values from Respect/excellence to Freedom/Responsibility, and Valued Behaviours Netflix, (2023). The company states the organisation needed to change in some way to stay ahead of the competition by attracting new talent to a growing enterprise Netflix, (2021). The change is being forced upon the company by internal/external SWOT/PESTLE factors. Consequently, Netflix founder and CEO Reed Hastings has forced this change to happen. Netflix states that in the long term the only sustainable source of competitive advantage is the ability to learn faster than competitors Netflix, (2022). Therefore, the need to cultivate a creative culture where people want to work is required a radical change. Netflix strategy is to create an environment where there are no restrictions to rules allowing employees to learn and be the best versions of themselves Forbes, (2022). 
The change was based on the following data: Netflix total number of employees in 2021 equalled 11,300, a 20.21% increase from 2020. Netflix total number of employees in 2022 equalled 12,800, a 13.27% increase from 2021. Showing a 6.94% decrease in staff turnover from the previous year. Simultaneously Netflix saw a rapid growth in customers. For example, Netflix had 195 million paying subscribers in 2021, compared to 231 million paying subscribers worldwide as of the fourth quarter of 2022. Therefore, an increase of 36 million subscribers as staff turnover decreased by 6.94% in the same year Macrotrends, (2022). Indicating that the company is failing to attract and attain new talent to meet the growing business model.



[bookmark: _Toc129873772]2.2 Reason for the Change
To understand the fundamental factors and reasons the change has occurred inside of Netflix, a SWOT and PESTLE analysis is applied to evaluate the organisations internal and external environment to identifying the main factors, influences and drivers of this change Mindtools, (2017). 
The fundamental SWOT factor that acted as a trigger for change within the internal environment within Netflix is a Weakness. Due to the corporate culture which was established by the autocratic leadership style of CEO Reed Hastings having little or no regard for employees wants, needs, and expectations, occasionally firing people for raising concerns Agarwal, (2022). This strategy (task emphasis) has caused uncertainty among the workforce and has directly affected the company’s corporate culture and public image. In turn, was failing to attract new talent to meet the growing business model Holmer, (2022). While mistakes are usually used as learning experiences in organisations. Hastings believes that poor performers should be fired. The significance of continuous high performance at this organisation is best expressed through the following quote “We model ourselves on being a team, not a family Anderson, (2019). Due to this leadership approach Hastings’ has difficulty in hiring the right people Harris, (2022). However, Due to failing to attract and attain new talent to meet the growing business model has been one of the influencers responsible for Hastings later decision to make a change to Netflix’s culture Netflix, (2021). 
The fundamental PESTLE factor that is affecting Netflix is a social factor, which is a major driver for change within Netflix. Social factors are having a direct impact attracting and retaining employees Team, (2022). Netflix are trying to attract millennials (Generation Y) who are digital natives born between 1982-1994 where technology has been part of their daily lives. Unlike their parents (Generation X) who lived through the post war period, the millennials are not satisfied with the world around them and overwhelming value flexibility. Also, taking into consideration the qualities that this generation expect from their workplace culture Vogels, (2019).  According to a study, Generation Y expect a more participative or democratic working environment, with a great work/life balance. They also prefer leaders/managers to have a participative or democratic leadership style. In return this generation will be engaged, motived to work hard if they are delegated challenging work as they feel a sense of responsibility to reach the goals of the organisation Tennakoon, (2019). Generation Y is more aware of business ethical policies and practices, particularly diversity and inclusion – Placing great importance on corporate culture and values Smith et al, (2015). The most common age range of Netflix employees are between the ages of 20-30 years old amounting to 63% of the workforce Zippia, (2023). 
To stay above competitors, it is important that Netflix attain and attract new talent to create a global workforce that can meet the wants, needs and expectations of consumers in an ever-growing competitive marketplace Forbes, (2021). The company acknowledged that rising streaming competition have played a role in the change process, as new services like Amazon Prime, Disney+ and HBO Max have seen impressive subscribers and attracting employees to their companies. For example, Amazon Prime scored higher than Netflix in 5 areas: Culture & Values, Diversity & Inclusion, Senior Management, Career Opportunities and Positive Business Outlook Maglio, (2022). 
These economic strains have forced Netflix to implement a new corporate strategy to meet the need of the 230 million subscribers around the world Statista, (2017). 



























 
[bookmark: _Toc129873773]2.3 Change Models 
Models of change that Netflix engaged with during the planning and implementation stage. In doing so Netflix applied a range of technics and models of change. These models include McKinsey’s 7s Model, Lewin’s 3-step Change Model and Kolb’s Learning cycle Kobiruzzaman, (2021). 
[bookmark: _Toc129873774]2.3.1 McKinsey 7s model 
The McKinsey 7S Model refers to a tool that analyses a company’s “organizational design.” The goal of the model is to outline how effectiveness can be achieved in an organization through the interactions of seven key elements – Structure, Strategy, Skill, System, Shared Values, Style, and Staff McKinsey, (2008). 
Netflix analysed their internal environment by using ‘McKinsey’s Seven S Model’ to question if a change was genuinely needed by looking at the 7 elements to identify if they align with each other. Netflix state that the management team decided to become a learning organisation they needed to be flexible, responsive and have new capabilities. At the core of the model, the company come to realise that their values did not align with this new strategy Netflix, (2021). Therefore, renewed their values from (Respect and excellence) to (Freedom, Responsibility, and valued behaviours). A change in values, also requires a change in organisational structure to align with this new strategy of attracting a diverse workforce Mullins, (2016). Netflix being to hierarchical and bureaucratic did not align with these values. Therefore, the goal for Netflix is to become a flatter organisation and to continuously monitor and review each area of McKinsey’s model to see if all elements are still aligned Shaw, (2021). Netflix are hoping that the introduction of new values, leadership styles, policies and practices will help them with knowledge production and encourage learning, creativity and will help the company overcome losses in productivity. 
The advantages of McKinsey’s 7s Models is that it looks at the change from a comprehensive view that focuses on harmony and balance within the company McKinsey, (2008). For example, it has helped Netflix to identify areas of change that may not have seemed connected by gaining a holistic view on the 7 areas that may require a change now and in the future. However, this model does not seem to act as a road map to a change management program as it does not provide a step-by-step guide to follow. Although, it does provide a general method to ensure that Netflix organisational elements are in balance. 







[bookmark: _Toc129873775]2.3.2 Kurt Lewin’s 3 Stage Change Management model 
To make a cultural change, Netflix states that they apply Kurt Lewin’s 3 stage change management model (Unfreeze, Change, Refreeze) to understand and manage organisational change. Lewin’s model aims to understand why change occurs, implement the necessary changes, and normalise them in the organisation's day-to-day operations Kobiruzzaman, (2021). 
Netflix recognised that a change in one of the 7 elements of McKinsey’s ‘in this case values’ influences all other elements. This required implementing a new organisational structure. Netflix states that to make the change permanent the refreezing period required a shift from ‘Command and Control’ to ‘Support and Guidance’ Netflix (2021). Additionally, changing their knowledge management strategy to encourage and facilitate communities of practice. These are the communities of people who share a similar job role within the organisation and seek to solve the same problems Cambridge, (2022).  This way, tacit knowledge can be shared indirectly and redeveloped. Moreover, employees at Netflix will no longer feel restricted by management or senior executives inside the organisation and creativity and innovation is encouraged in a new informal way – Netflix’s objective is to become a flatter organisation Hartung (2016). Lewin states that Emphasizing a supportive culture, shared vision, and effective communications are key factors to making a change permanent Lewin. (1947). 
Netflix’s goal is to cause minimal effect to their processes or employees, while ensuring maximum return on investment by becoming a more flexible, fun, and creative organisation. CEO Reed Hasting identified a need of a structural change of leadership and a change of management practices by instilling new values and a new vision into his mangers and workforce Lang (2018). To achieve this Hastings and top management at the company planned a move away from the traditional performance management approach and practiced engaging in enthusiasm for learning. To accommodate this approach to learning, Netflix decided a change in HR was needed by implementing a cultural change program Performyard, (2022). Reinventing HR, changing its values, culture, and policies to become a learning organisation. To stay ahead of competitors Netflix sought a change in corporate values, business practices and corporate culture to attract a diverse workforce to stay ahead of competition Interbrand (2018). 
Lewin’s model of change is a great model and it worked well within Netflix undertaking the change in terms of refreezing of new behaviours of ‘support and guidance’, locking new positive norms in the workplace. However, Mullins, (2016) has looked and re-examined Lewin’s in the context of organisational change and identified that it does not fit as a total model today as the model is outdated and is inflexible due to the freezing of behaviours that will need to be unfrozen again in the future. Although this model is one of the most used change management tools today, it was developed in the 1940s long before technology became such a primary part in modern organisations. Considering how fast technology advances, organisations need to constantly keep up with these change factors to stay ahead of competition. 




[bookmark: _Toc129873776]2.3.3 Kolb’s Learning Cycle. 
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[bookmark: _Toc129873777]2.4 Leadership – Management of Complex Areas 
The leadership style that hastings had before which caused the need for the change was autocratic – Referring to a leadership style in which corporate business leaders have little or no input from others, resulting in productivity levels declining rather than increasing Sajjan, (2022). This was due to CEO Reed Hastings corporate philosophy for causing uncertainty in terms of job security, where employees were constantly fearing the threat of being fired due to their performance being deemed merely adequate Alpha (2020) In turn, this strategy had directly affected the company’s corporate culture, public image and the business model was failing to attract and attain new talent to meet the growing business model, stay above competitors maintain or increase its market share Centuroglobal (2022). Making this a major HR weakness as managers were solely focused on monitoring employee performance, instead of trying to motivate employees to perform better. Managers at Netflix have also voiced concerns about feeling undue pressure to fire unperforming employees to avoid looking soft. Promotions were decided by a committee and if the employee was not keeping up with the expected pace of promotion, they were let go Forbes (2019). Netflix refers to this process as ‘performance or firing’. This leaves no room for employees to perform at a comfortable pace. Hence to companies low retention rate - Indicating the employees wants, needs and expectations were not being met Zipkin, (2018).
The new leadership style Hastings is exploring – Participative Leadership. The reason for this change is Netflix realised there are barriers to creativity as they were focusing too much on short term results and was restrained by management mechanisms ILC, (2021). For example, Netflix reward system was focusing too much on performance rather than creativity. Therefore, Netflix corporate culture was not encouraging fun at work Netflix, (2023). This required a radical cultural change in terms of restoring employee morale and offered a new vision. This called for the involvement of CEO Reed Hastings and other top management leaders to incorporate these new values into people which will help change the culture and adapt new organisational systems Netflix (2022). This requires the involvement of leaders from within the organisation in the planning and implementation of the change process Duck, (1993). By revamping their corporate values and norms within the company, HR decided to change their policies which were centred around their new values and reward strategy. For example, changing their core values, materialised into a change in vacation policies within the company. For example, instead of shifting to a formal system where employees are not encouraged to be absent from work, Netflix encourages employees to take whatever time off they felt was necessary Netflix, (2023). To change organisational behaviour, top tear management are expected to set a president by taking time off themselves and communicating that to employees. Also, New values meant that a new management style was also needed. A leadership style that can motivate individuals to advocate creativity and boost performance Business Strategy (2022). 





[bookmark: _Toc129873778]2.5 Culture – Handy’s Model of Change
To analyse Netflix organisational culture Handys model of change was examined to analyse the culture before and after it changed. The four classes of culture that handy identified were Power Culture/Role Culture/Task Culture/Person Culture Handy, (2007). 
[bookmark: _Hlk129955112]The culture at Netflix before the change happened was identified as a ‘Power Culture’. This was due to the power in the organisation being held by CEO Reed Hastings and top/middle managers and the influence of these people that spread throughout the company. Handy, (2007) argues that within a power culture there are few rules and regulations. Although, those with power decide on what happens in any given situation. This is particularly true within Netflix. For example, employees were judged on performance alone, instead of how employees treat people or act, with no consideration for their wants, needs or expectations Forbes, (2018). Hence, in Lewin’s model the company went from unfreezing command and control to refreezing to support and guidance. Although, Handy, (2007) argues that a Power Culture has a fast decision-making process and can be beneficial in the short term, Although, these decisions may not be in the best interests long term for the company. A power culture is a strong culture, although this does not mean that this type of culture is positive as a strong culture can have a lot of conflict. A study conducted by Instead, (2015) to investigate the fall of Nokia, interviewed 76 Top and middle managers at the company and identified that the reason Nokia lost its market share was not the following release of the iPhone and its inferior software. But, instead due to organisational fear grounded in the corporate culture of fragile leaders and middle managers regularly shouting at people, where threats of firing were a common place, leading to the collapse of Nokia. Mullins (2016) explains that change is one of the hardest things to accomplish in an organisation, with structural organisational change being one of the most strenuous to accomplish successfully. Mullins points out organisational change is generally a result of new opportunities, leadership reform and the demand to drive cultural change and accountability. Moreover, to successfully adjust an organisational structure requires cautious planning, but if done correctly can demonstrate the most significant driver of success, although change is a continuous process. 
The culture after the change happened can be identified through Handys model as a ‘Person Culture’ Handy, (2007). This is due to Netflix realising the importance of individual people in the workplace, by creating an environment where people want to work. Also, this type of culture requires a particular leadership style Netflix, (2021). To best suit this type of culture would be democratic – a style of leadership that motivates and brings individuals together UAGC, (2022). Netflix new organisational flat structure replaced the old policies and procedures with new strategies to adjust to the current situation. The new structure provides a lot of freedom to employees who have the choice to work from the office or at home Netflix, (2022). This decentralised corporate structure allows employees to make quick decisions and influences employees to be more responsive in their roles and responsivities Drucker, (2012). Netflix, (2021) states that the new organisational structure averts from a top-down decision-making process to help foster a conductive work environment for their employees. According to Mullins (2016) management of complex areas such as a change in organisational culture is a difficult job and would not happen overnight. Therefore, when trying to change an organisational culture, you need to align your values and beliefs with that of the employees and incorporate these values into policies. 

The advantages of Handy’s model of change provides organisations like Netflix with an understanding of how different leadership styles and culture manifests into the overall organisational structure and hierarchy. For example, how the organisational culture is driven by the personality traits and leadership styles of individual leaders and managers. Although, critics of this model state that Handy’s solutions are way to radical. For example, a company’s whole organisational structure might have to be abandoned in favour for Handy’s model to be effective.

























[bookmark: _Toc129873779]2.6 Change Agents - Tipping Point’s Seven Layers of Change 
[bookmark: _Hlk129866856]Organisational change happens when employees recognise both why the change is needed and the potential of the proposed solution. When employees witness commitment from leaders/managers in the organisation toward the change, engaging with employees about the change process, with support and reward systems within the organisation for making the change furthers employee engagement. The Tipping Point’s Seven Layers of Change by Shapiro (2010) identified that the change agent needs to ensure for the successful implementation of change that all internal factors are considered, as well as the external influences. Shapiro (2010) emphasises that people are the most important part of the change process and that there are seven areas in his model that set employee engagement in motion and give it momentum. The first two layers of this model ‘Mass Exposure and Personal Contact’ deal with making sure everyone at the company know about the change. Netflix states that top/middle managers are used as change agents to convey general information to employees about the change. Knowledge and information are important, but nurturing contact between advocates of change and the people gives the employees the opportunity to hear about the change from the change agents who understand the value of it. The contact between the change agents and employees can build trust and help avoid potential problems as they can offer opportunities to raise concerns and ask questions Vermaak et al, (2002). As previously mentioned, Netflix top/middle management offers one-to-one consultations to support employees with issues or concerns. 
The next two layers of change Shapiro identified look at ‘Resistance and Enterprise’. Shapiro (2010) suggests whatever is a driver for resistance needs to be determined how it can be addressed before they blow into full on problems. Also, it is very important that an organisation determine if there is sufficient in-house expertise and what is able to be done if there is not.  According to Forbes, (2017) 70% of change efforts in organisations fail as both employees and managers tend to resist change. Netflix representative explains the impact of change within the company, and states that a big concern that employees have is regarding the new vacation policy. The employees are concerned that this policy could potentially be inconsistent and are worried that some managers might allow loads of time off when others would be more concerned with achieving daily tasks and company objectives. They are worried about fairness in terms of the most valuable and highest performing employees get more time off Netflix (2022). Indicating there are still signs of autocratic and democratic styles of leadership present at the company for employees to be raising concerns about fairness. Therefore, this is a real concern moving forward in terms of managers at Netflix with autocratic styles of leadership being assigned as change agents. According to Mullins, (2016) leaders need to consider individual satisfaction which directly effects employee engagement, performance, and organisational efficiency. However, Netflix has ensured this has minimal impact through a clear one-to-one consolation and support with employees to raise any concerns Netflix, (2023). 
The last three levers of change help provide an environment that supports the change process. These three leavers include infrastructure, role of leaders and rewarding and recognising accomplishments. Shapiro, (2010) states that leaders/managers who are passionate and who make the case for change clear to employees signal that the change is important to the organisation. Therefore, by rewarding and recognising employee efforts in implementing the change program is a good way to make it clear that Netflix is serious on making the change work which will motivate people to make this change permanent. 
The benefits of Shapiros Model is that it provides an effective guide for employee involvement to help create a sustainable change by using the seven layars together when implementing any change innititive. However, critics suggest that this model is not a roadmap or a checklist to the succesful implementation of change as it is just a tool that provides leaders with a framework of interacting actions that can be used in organising a change implenentation plan. 


























[bookmark: _Toc129873780]3.0 CONCLUSION 
[bookmark: _Hlk129903811]Netflix’s new values, organisational flat structure and new democratic style of leadership will help foster a corporate culture where employees are motivated to reach the goals of the organisation and may help serve as a competitive advantage now and in the future. CEO Reed Hasting’s new vision, policies and practices are now centred around employees wants, needs and expectations which will help with the companies strategic management approach to its cultural change program. CEO Reed Hastings has prompted leaders to provide their employees with the freedom to express their thoughts and constructively criticise the decision-making at top/middle managerial level which will in time create a productive environment where people want to work, enabling growth within the company. However, in regard to this issue with employee concerns with fairness, internal leadership skills amongst top/middle managers in Netflix will need to be redeveloped in order to act as change agents. To adapt to the new participative/democratic style of leadership top/middle management will need upskilling via guided training in order to recognise the repercussions that leadership has on the cultural change, by bringing in external experts in managing complex issues to help mitigate and minimise negative side effects in the future planning and implementation stages of change within the company. Time will tell if Netflix has implemented a successful management of change and if the cultural change is effective in staying competitive in the near future. Netflix has just started its journey as a learning organisation, and as Mullins suggests change is a continuous process. However, as of today, Netflix has 214 million paying subscribers. 
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Kolb's Learning Cycle (1984) has four elements of a loop which can start at any point, though
normally will start with an experience. Different models apply to leaders when undertaking
reflective exercises. Kolb’s reflective learning model is one framework of personal reflection.
They include processes relating to the evaluation of concrete experiences, observation, and
reflection of past conduct, development of abstract concepts about leadership effectiveness,
and testing of new situations Hayes et al (2017). According to a Harvard Business Review,
reflective thinking is an important part of life and in the workplace. According to Plato 'The
life without examination is no life.' The ability to reflect on an experience and knowledge, and
use that to make improvements, is a key part of a subsequent working life HBR (2022). Netflix
as an organisation cannot learn on its own and they are reliant on the continuous learning efforts
of their employee. Therefore, with the changing culture Netflix need to create circumstances
where employees can become competent in the 4 areas of Kolb’s learning cycle by making the
management structure flat and the style more creative will break down any barriers for
creativity. Netflix states that they encourage employees to question the relevance of the
organisations operating norms so that they can learn about employees’ expectations and to
improve internal processes.

The benefit of this model is its simplicity. The models can be easily put into practice and can
provide a useful for a structured self-reflection. Also, it helps individuals to develop better self-
awareness, which can be of great value as it is something that can be applied in all areas of life.
However, Mullins argues that the oversimplification of the model does not consider
perspectives of others or advocate any other type of feedback. Also, the model does not
consider any other method of non-reflective of reflection during an action.
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