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Executive Summary


This report discusses a strategic transition strategy for Netflix, addressing the substantial issues the company is currently facing in the worldwide streaming sector. Technological developments, rising rivalry, and altering customer preferences have all contributed to a rapid revolution in the digital entertainment industry. As a result, Netflix must make strategic changes to maintain market leadership and long-term growth.

The main factors of change identified in this report are increased competition from major streaming providers such as Disney+, Amazon Prime Video, and HBO Max, rising content production costs, market saturation in mature regions, and shifting customer expectations for high-quality and diverse content. Furthermore, external environmental influences such as technological change, regulatory restrictions, and economic uncertainties influence the organisation's strategic trajectory.

To address these difficulties, the report examines the organisation's internal and external environments utilising proven strategic frameworks, such as environmental analysis tools and change management theories. These frameworks assist in identifying the root causes of change and highlighting the strategic opportunities accessible to the company.

The research also assesses various established change management approaches, such as Kurt Lewin's Three-Stage Model of Change and John Kotter's Eight-Step Change Model. These theoretical approaches offer organised strategies for effectively implementing change while reducing organisational opposition and ensuring employee participation throughout the process.

Based on the research, a strategic change plan is recommended to boost Netflix's competitive position through innovation, content diversity, strategic partnerships, and enhanced customer interaction techniques. The strategy also highlights the value of strong leadership, communication, and organisational culture in facilitating successful change implementation.

Overall, the report proposes that implementing a disciplined and proactive approach to strategic transformation will help Netflix adapt to the changing digital entertainment industry. By adopting suitable change management frameworks and aligning its plans with evolving market trends, the organisation may strengthen its resilience, maintain its competitive edge, and achieve its long-term business goals.













Introduction

This report focuses on Netflix, a global streaming entertainment firm that offers on-demand movies, TV shows, and original content via an online subscription model. Netflix was founded in 1997 as a DVD rental service and has since grown to become one of the world's biggest streaming platforms, with over 190 countries and hundreds of millions of customers. The company's evolution from a physical rental service to a digital streaming giant highlights its historical ability to embrace innovation and adapt to technological change. (Hosch & Ashburn, 2026)

In an increasingly unstable and technologically driven global environment, companies must constantly modify their strategy to remain competitive and sustainable. Businesses must rethink their operational models and long-term plans in light of rapid technology innovation, changing consumer behaviour, and increased competition. Strategic change management is therefore critical in helping organisations to respond effectively to environmental limitations while remaining aligned with their company objectives and vision (Burnes, 2017).

Despite its earlier success, Netflix is today facing a hard business environment. The introduction of large streaming providers such as Disney+, Amazon Prime Video, and HBO Max has increased competition in the digital entertainment sector. The organization faces substantial strategic challenges due to shifting customer expectations, market saturation in key countries, rising content development costs, and the need to maintain subscriber growth.

As a newly appointed Change Manager at Netflix, the purpose of this report is to identify the drivers of strategic change in the organisation's internal and external environments, as well as to develop an effective change strategy to address these challenges. The report will examine key environmental factors influencing the organization, identify the need for change, and evaluate appropriate change management models and frameworks to assist with strategic transformation.





















Analysis of the Recent History of Netflix and the Impact of Internal and External Environmental Changes


Netflix has seen major transformations since its founding in 1997. Originally founded as a DVD-by-mail rental service, the company expanded into internet streaming in 2007, dramatically impacting the worldwide media and entertainment industries (Fairlie, 2026). This strategic decision allowed Netflix to challenge established broadcasting and cable television models by providing on-demand digital entertainment via internet-based channels. (Weiss et al., 2026)

Netflix progressed from a distributor of licensed material to a major producer of original programs. The development of original series such as House of Cards and other exclusive programming contributed to the company's competitive advantage and affected modern viewing behaviour, particularly the popularisation of "binge-watching". (Weiss et al., 2026)

However, the organisation's growth has been accompanied by increasing demands from technical innovation, industry competition, and shifting customer behaviour. The digital entertainment sector has reached a period known as the "streaming wars," which is marked by the appearance of several competing platforms and rapid technical chaos.  (Freya, 2025)

As a result, Netflix has been obliged to change its strategic approach in response to a variety of environmental circumstances, including digital transformation, artificial intelligence, increased online consumption, and changing regulatory and commercial conditions.

External Environmental Changes Impacting Netflix

Digital Disruption and The Streaming Future- Digital disruption is one of the most major external elements influencing Netflix's approach. Originally, the firm disrupted the media sector by replacing traditional DVD rentals and scheduled television content with internet-accessible digital streaming services. (Fairlie, 2026).

Netflix was able to provide video content on a global scale thanks to advances in internet access, smart devices, and cloud computing. These technologies enabled people to view entertainment at any time and from any location, significantly altering media consumption patterns.

However, digital disruption has increased competitiveness within the industry. Major worldwide media organisations have established competing streaming systems, including Disney+, Amazon Prime Video, and HBO Max, resulting in increasing competition and diversity of the streaming business. As a result, in order to maintain its market leadership, Netflix has increased its investment in original content and technology dramatically. (Lee, 2026)

This competitive environment has put pressure on Netflix's operational costs and profit margins, as streaming services battle for exclusive content and global subscribers.




1. Growth of Online Consumption and Changing Consumer Behaviour- Another significant external environmental factor influencing Netflix is the rapid expansion of online consumption. The increased usage of smartphones, tablets, and smart televisions has accelerated the transition to digital entertainment platforms.

Consumers now want customised, on-demand entertainment instead of traditional scheduled programming. Netflix has responded by aggressively investing in digital user interfaces and recommendation technologies that aim to increase viewer engagement and retention.

According to research, personalised recommendations play an important role in enhancing user engagement and content consumption on streaming platforms. For example, tests of Netflix's recommendation algorithms reveal that replacing its current system with simpler recommendation models would decrease user engagement and consumption diversity. (Schaffner et al., 2025)

These findings emphasise the relevance of modern digital technologies in retaining consumer satisfaction and maintaining a competitive advantage in the streaming industry.

2. Artificial Intelligence and Data-Driven Decision Making- Artificial intelligence has become an integral part of Netflix's operational strategy. The company employs AI and machine learning technology to monitor viewer activity, tailor content recommendations, and enhance content development tactics.

AI-powered recommendation systems are regarded as one of Netflix's most significant technological assets, as they assist consumers in discovering relevant content while also reducing customer turnover. (Colos, 2026)

In addition to boosting user experience, AI is being included into content creation and advertising initiatives. For example, Netflix has been experimenting with generative AI solutions to assist visual effects, marketing, and personalised advertising experiences on its streaming platform. (Roth, 2025)

Despite these advantages, AI poses significant hazards and disruptions. Emerging AI-powered entertainment platforms and user-generated content may compete for consumer attention, potentially undermining established streaming models in the future. (Colos, 2026)

As a result, while AI provides enormous operational advantages and chances for innovation, it is also a technological force with the potential to transform the larger digital entertainment ecosystem.

3. Increasing Market Competition-The global streaming market has grown increasingly crowded. While Netflix had held a commanding market position, the development of other streaming services has increased industry competition and posed new obstacles for membership growth.

For example, some large media companies have started their own platforms and pulled licensed material from Netflix to boost their own services. This trend has prompted Netflix to rely more heavily on internally created original programming, which necessitates a significant financial investment.

According to industry sources, Netflix continues to be a global leader, with hundreds of millions of customers and huge annual revenue. However, its market share has been rapidly eroded by competitors using similar business models and content strategies. (Lee, 2026)

Internal Organisational Changes at Netflix

1. Strategic Business Model Adaptation-In response to environmental challenges, Netflix has made significant strategic modifications to its internal operations. One of the most noticeable changes has been the introduction of new price structures and subscription models, such as the addition of an ad-supported subscription tier.
This strategic move enables Netflix to diversify its revenue streams while also offering more reasonable subscription options to customers in price-sensitive areas. The ad-supported approach has seen widespread acceptance, resulting in increased subscriber growth and improved financial performance. (Lee, 2026)

Netflix has also taken steps to prevent password sharing among customers, adopting technological systems that limit account sharing across several households. This campaign was launched to convert non-paying users into paying customers and boost total revenue. (Haq, 2025)

These internal strategy adjustments illustrate the organisation's ability to alter its business model in response to changing market conditions.

2. Technological Innovation and Digital Infrastructure- Another significant internal change at Netflix has been the continued expansion of its technological infrastructure. The company relies significantly on cloud computing, data analytics, and machine learning algorithms to provide seamless streaming across numerous devices.

Netflix has improved its ability to scale globally, evaluate user activity, and optimise content distribution by using innovative digital technology. According to research, the corporation actively invests in technological innovation to boost operational efficiency and maintain its position as a streaming industry leader. (Nelsa et al., 2025)

These technology capabilities have become a critical component of Netflix's strategic advantage, allowing the company to create tailored viewing experiences while managing large-scale digital operations.

3. Organisational Strategy and Content Investment-Netflix's internal strategy is increasingly focused on creating original content to set it apart from competitors. The corporation devotes significant financial resources to developing exclusive films and television series for a global audience.

While this strategy has improved Netflix's brand and customer devotion, it has also raised financial risk due to rising production costs and uncertainty about content performance.

In addition, the company has moved into similar fields such as gaming, live sports streaming, and interactive entertainment to broaden its content ecosystem and attract new viewers. (Weiss et al., 2026)


These strategic efforts demonstrate Netflix's commitment to remain relevant in a fast developing digital entertainment market.

Overall Impact of Environmental Changes on Netflix

The analysis shows that Netflix operates in a very dynamic business environment marked by rapid technical innovation and strong competition.   External issues such as digital disruption, AI advancement, and changing consumer behaviour have had a substantial impact on the organisation's strategic goal.  

At the same time, internal strategic measures such as business model innovation, technology investment, and content diversification have helped Netflix maintain its competitive position in the streaming sector.

Nonetheless, the organisation faces numerous obstacles, including increased content costs, market saturation, and the rise of new digital competitors. To be competitive in the long run, Netflix must constantly change its strategies, embrace technological innovation, and respond proactively to changing market conditions.



Evaluation of Change Management Models and Strategic Change


Organisations in highly dynamic industries must constantly adjust their strategy in reaction to technological innovation, competitive pressures, and changing consumer behaviour. Change management models provide official structures for businesses to undertake strategic transformation while reducing opposition and ensuring alignment (Burnes, 2017). Within the digital entertainment sector, Netflix is an intriguing case study of strategy shift as it transitions from a DVD rental firm to a global streaming platform and digital content production company.   Evaluating this transition using known change management models reveals how the organisation has handled change in response to external environmental forces.

Kurt Lewin's Three-Step Model and John Kotter's Eight-Step transformation Model are two widely acknowledged frameworks for analysing corporate transformation. These models provide insight into how businesses assess the need for change, implement transformation methods, and establish new practices.

According to Lewin's Three-Step Model, change consists of three stages: unfreezing, changing, and refreezing (Lewin, 1951) . The unfreezing step entails acknowledging the need for change and preparing the organisation to shift away from current practices. 

1. Netflix's unfreezing stage began in the early 2000s, when the company understood that physical DVD rentals would eventually drop due to increased internet connectivity and digital media consumption. The leadership team recognised that technical improvements such as broadband internet and digital distribution will fundamentally alter the entertainment business. This awareness produced the necessary urgency to reassess the organisation's old business model.

2. The second stage, the change phase, entails implementing new procedures, strategies, or technology. In Netflix's case, this stage was marked by the launch of their streaming platform in 2007. The organization made significant investments in digital infrastructure, licensing agreements, and platform development to provide material through internet streaming rather than physical distribution. This strategic move necessitated considerable organisational transformation, such as technical development, new relationships with content creators, and a rethinking of the value proposition.

3. The third stage of Lewin's paradigm, refreezing, entails stabilising the organisation once change has been implemented. Netflix strengthened its streaming approach by growing globally and investing extensively in original content production, firmly establishing streaming as its primary business model.



However, Lewin's model has disadvantages in fast expanding digital sectors that require ongoing adaptation. The streaming market is very competitive and technologically changing, therefore Netflix rarely has a stable "refreezing" phase. Instead, the company must constantly adapt to evolving technology like artificial intelligence and new types of digital entertainment.

Kotter's Eight-Step Change Model provides a more thorough framework for assessing Netflix's transformation, emphasising leadership, communication, and employee engagement during change projects (Kotter, 1996). According to Kotter, successful organisational change begins with establishing a sense of urgency, followed by forming a guiding coalition, developing a strategic vision, communicating the vision, empowering employees, generating short-term wins, consolidating gains, and embedding change in organisational culture.
Netflix exemplified the first step of Kotter's model by recognising the disruptive power of digital streaming technology. The organization recognised that technological innovation will profoundly alter the media sector, and that failing to adapt might risk its long-term sustainability. This awareness created urgency in organisational leaders and promoted proactive strategic transformation.



The establishment of a governing coalition was mirrored in the leadership team in charge of executing Netflix's digital transformation strategy. The company's leaders created a strategy based on providing high-quality digital entertainment via a global streaming network. This vision led organisational decisions and influenced investments in technology and content creation.

Communication of the vision was key to the success of Netflix's change. Leadership expressed the company's strategic direction to employees, investors, and customers, highlighting the long-term advantages of digital streaming. The organization also empowered employees by creating an innovative culture that promoted experimentation and creative problem solving.

Furthermore, Netflix achieved some short-term victories, including quick subscriber growth and the successful debut of original content like House of Cards, which established the practicality of the streaming business model. These accomplishments boosted confidence in the transformation approach and prompted additional investment in digital innovation.

 Kotter's model is important for understanding Netflix's transformation since it emphasises the need of leadership, communication, and organisational alignment during change initiatives.





Leadership and the Management of Change

Leadership is critical to the success of organisational change programs. Effective leaders motivate staff, provide strategic direction, and help organisations adjust during times of uncertainty (Northouse, 2019). Netflix's leadership has been closely connected with its co-founder and former CEO Reed Hastings, whose strategic vision drove the firm through its transformation into a global streaming company.

Hastings' leadership style is reminiscent of transformational leadership, which focuses on pushing individuals to develop new ideas, challenge established methods, and align with organisational goals (Bass & Riggio, 2006). Transformational CEOs inspire their teams by communicating a compelling vision and promoting creativity and innovation within the organisation.

Under Hastings' leadership, Netflix developed a forward-thinking strategic vision centred on digital innovation and technical disruption. Rather of defending the company's existing DVD rental business, Hastings encouraged it to embrace streaming technologies, even if it meant destroying existing revenue streams. The willingness to confront the organisation's own business model exemplifies transformational leadership.

Another part of transformational leadership is encouraging people to contribute to organisational innovation. Netflix's leadership encourages staff to try out new ideas, create technological solutions, and take calculated risks in order to improve the company's offerings. This strategy has allowed Netflix to stay competitive in an industry marked by fast technological development.

However, transformative leadership requires clear communication and alignment with corporate goals. Netflix's leadership has regularly articulated its strategic objectives to employees and stakeholders, ensuring that the company stays committed to providing high-quality digital entertainment experiences. By aligning personnel with the organisation's strategic vision, leadership has supported the successful execution of important strategic changes.

Impact of Organisational Culture on Change Management

Organisational culture has a huge impact on how people respond to change initiatives. Culture shapes attitudes toward innovation, risk-taking, and organisational learning (Schein, 2010). Netflix's corporate culture has been widely regarded as a critical factor in its capacity to undertake strategic transformation.

Netflix creates a distinct organisational culture founded on the concepts of "freedom and responsibility." This culture values employee autonomy, accountability, and great performance. Employees are encouraged to make their own decisions and seek creative ideas that contribute to organisational success.

A culture that emphasises flexibility and adaptability is conducive to change management. Employees in an innovative culture are more likely to support strategic transformation initiatives and adopt new technology. This cultural setting has enabled Netflix to experiment with new economic models such as streaming services, original content creation, and digital customisation technology.

However, the organisation's culture may provide issues. The emphasis on high performance and individual accountability can put pressure on staff, especially during times of organisational transition. Furthermore, Netflix's performance-driven culture may result in staff reorganisation if employees are unable to adjust to new strategic priorities.

Despite these hurdles, Netflix's organisational culture has usually improved its ability to implement strategic change. The culture encourages experimentation, invention, and speedy decision-making, all of which are critical in the digital entertainment sector.


Proposed Change Management Plan for Netflix


Netflix has effectively adjusted its economic model in the past, but the company must continue to adapt to new advancements in technology and rival forces. One key possibility for strategic transformation is to increase the use of artificial intelligence to improve content generation, platform personalisation, and operational efficiency.

Proposed Change

The planned modification is to create an advanced AI-driven platform that incorporates machine learning technology into content production decisions, recommendation systems, and marketing strategies. Netflix may utilise AI to examine enormous amounts of viewer data in order to discover new content trends, increase user engagement, and optimise investment in original programming.

Objectives of the Change Programme

The suggested change initiative aims to achieve a few strategic goals:
1. Personalise content recommendations to improve the user experience.
2. Improve subscriber retention by providing more relevant and entertaining content.
3. Increase the efficiency of content development by leveraging data analytics to guide investment decisions.
4. Increase Netflix's competitive advantage in the global streaming industry.
5. These goals are consistent with the organisation's overarching strategic ambition of providing individualised digital entertainment experiences to global audiences.

These objectives align with the organisation’s broader strategic vision of delivering personalised digital entertainment experiences to global audiences.

Financial Plan

Implementing AI technologies requires substantial financial investments in research, infrastructure, and talent development. The financial plan for this transition program calls for investments in machine learning infrastructure, data analytics platforms, and cloud computing capabilities.

Netflix must also commit financial resources to hire expert technical workers and create training programs for current staff. Although these investments may raise operating costs in the short term, the long-term benefits include increased operational efficiency, subscriber retention, and more effective content development decisions.

Communication Plan

Effective communication is critical for maintaining organisational support during change initiatives. Netflix should develop a comprehensive communication strategy to enlighten employees on the AI integration programme's objectives, benefits, and implementation process.

Internal communication channels like as leadership briefings, training seminars, and digital collaboration platforms can be leveraged to demonstrate how new technology will boost organisational performance. Transparent communication will help to eliminate employee confusion and promote active engagement in the transformation process.

Furthermore, communication with external stakeholders such as investors, content creators, and subscribers is required to retain trust in the organisation's strategic direction.

Evaluation Plan

The success of the proposed change initiative should be measured using measurable performance indicators. Subscriber growth rates, customer interaction measures, content performance analytics, and financial performance indicators are some examples of such indicators.

Regular monitoring and assessment will allow Netflix to assess the performance of the AI integration programme and make changes as needed. Continuous input from employees and consumers will also help to enhance the implementation process and ensure that the change project meets its goals.



Conclusion

This report analysed Netflix's strategic transformation processes, examining how the company has responded to a quickly changing digital entertainment landscape. The investigation demonstrated how technological disruption, increased competition in the streaming business, and shifting customer behaviour have produced considerable demands for organisational transformation. In response to these issues, Netflix has made significant strategic changes, including transitioning from a DVD rental service to a global digital streaming platform, as well as continuing to invest in original content and technological innovation.

The study of change management models revealed that theoretical frameworks might provide useful insights into how businesses handle complicated changes. The use of Kurt Lewin's Three-Step Change Model demonstrated how Netflix identified the need for change, implemented its digital streaming strategy, and integrated the new business model into company operations. However, the limitations of this strategy in dynamic businesses became clear, as Netflix operated in an environment marked by constant technology innovation and continuing strategic adaptation. In contrast, John Kotter's Eight-Step Change Model offered a more thorough description of Netflix's transition, highlighting leadership, communication, and organisational alignment throughout the process.

Leadership was important in directing Netflix's strategic shift. Reed Hastings' leadership style exhibited features of transformational leadership, which promotes creativity, strategic vision, and organisational learning. This leadership style allowed the company to embrace digital disruption and recast itself as a top global streaming platform. Furthermore, Netflix's organisational culture, which is based on the concepts of freedom, responsibility, and creativity, has helped to implement change initiatives by fostering employee autonomy and adaptation.

Finally, the paper advocated a future change management strategy focused on increasing the use of artificial intelligence technologies in Netflix's operations. The suggested modification intends to improve content customisation, subscriber engagement, and the organisation's competitive advantage. 
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