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CHANGE & STABILITY MANAGEMENT
ORGANISATIONAL CHANGE CASE STUDY: NETFLIX

                                                       By

                                              GUO Haotian

Executive Summary
This study has been evaluated the change management strategy of Netflix Inc highlighting the reason of change and the major driving factors behind change. Resistance to change can be considered as a common issue within all organisations including Netflix. This report has addressed issues related to resistance to change factor such as lack of understanding about the need of change and others. It has been identified the strategy which can help Netflix to fight with those challenges related to resistance is to form a style of transparent and clear communication which can help them to improve their performance and successfully implement changes. The theoretical underpinning to evaluate the change has become effective to provide useful knowledge on change and stability management of any organisation. 
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Change and stability management in any organisation exist side-by-side and the major principles of change management includes understanding change, planning change, implementing and communicating change (Rosenbaum et al. 2018). This study has been investigated about the change management strategy of Netflix Inc. specific change by the organisation, reason of change, major change management model and their implementation have been analysed. Evaluating the key driving factors of change such as competition, digitalisation, power, culture, leadership along with the resistance factors of change have been evaluated in this study. Analysing specific change and evaluating the factors behind change, the effectiveness has been described providing suitable suggestions to implement change plans in the organisation. 
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Netflix Inc is the video-rental and the media-streaming company that was founded in 1997 and it’s headquarter is located in California (Netflix Inc, 2023). The company also creates original programming. The subscription-based video streaming service allows the audience to watch movies and TV shows on internet-connected devices. The company uses consumer-centric and data-driven marketing strategies that work in this digital age.
Total revenue of this video streaming platform has amounted to about 31.6 dollars and net income is about 4.49 billion US dollar with total 12,800 employees worldwide (Stoll, 2023). The success of the company is dependent on the constant optimisation and analysis in order to market the business online.  From its beginning in the form of a DVD-by-mail service provider, the company has emerged as the most subscribed video streaming platform worldwide. The company is the market leader finding potential with technology and it has found the transition first (Stoll, 2022). Since this great transition of the company, total revenue has grown to over 26 billion from 1.36 billion just within 13 years. The subscription number has followed a significant trend, although this market leader has suffered a great loss in recent times. 
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Netflix’s Product strategy 2022
Throughout the last decade, the approach of the company was very consistent (Jayatilleke and Lai, 2018). The company aims to provide a greater consumer experience emphasising on personalised merchandising and compelling experience. The company delivered a number of movies and TV shows with maximised investment to make original content. The company focused on creating optimal balance between value and price. The punch line of the change of Netflix change strategy exhibits the company hasneeded to completely change the strategy. However for re-accelerating the growth of the business the company has been accelerated three core tactics-
· New ad-based monthly plan
· Paid sharing of account
· The capability to transfer those sub-profiles to the paid accounts
The product vision of the company outlines several step-function innovations that have propelled the company forward in the last two decades. The product vision of the company includes lead streaming, worldwide expansion, and creating original content (Mak, 2022). 
Reason of change
Two millions new subscribers was forecasted to be added by the company in the first quarter of 2022, however the company lost about 200000 members (Mak, 2022). The reason behind the change strategy by Netflix is to hold the competitive position in the market. The major reason behind this new product strategy by the company consists of increasing competition in the market, creation of original content, international expansion, innovation technology and monetisation strategies. 
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Figure 1: Numbers of paid subscribers of Netflix worldwide (2013-2022)
(Source: Stoll, 2023)
In the year 2022 an increase of eight million subscribers can be noted than the previous year. Behind the great fall of the subscription number is the subscription sharing and the key reason of this new product strategy by the company is to increase the total profit and hold the consistency in the market. Apart from that as the important priority, the company emphasises on the monetization process, so the company may invest into the incremental profits providing original contempt to its audience.
Behind the decree in the numbers of subscribers are-
· Slower adoption rate than expected rate
· Widespread sharing of accounts
· Macro factors consist of Russia-Ukraine war impact (decision of 700k Russian subscriber cancellation, continued crisis posed by Covid-19 pandemic and the worldwide recession and inflation.
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Lewin’s change management model includes three stages: unfreezing, changing and freezing that helps business to understand the change process and manage the changes. The first stage of this model consists of the preparation stage for the change that refers to understanding the need of change, finding reason and making sense of the immediate requirement for motivating people to accept that change (Cone and Unni, 2020). The second stage of this model is involved with the change implementation. It includes changing processes, systems, structures and particular behaviour. According to Hussainet al. (2018), the second stage is the most critical stage as it asks people to include new ways to do particular things. The third stage of the model states to make particular change as the permanent part to denote long-term growth of the organisation. This stage of the change management ensures sustainable change of organisation. Netflix in the freezing stage has understood the requirement of change in the organisation. The organisation aims to lead streaming and worldwide expansion providing great experience to the consumers. The decree in the numbers of consumers evidently might be difficult to continue the growth of the business effectively. Having knowledge about the consumer demand and the requirement to expand the business worldwide, the company has been taken the decision to include new product strategy 2022.    
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Figure2: Lewin’s change management model
(Source:Rosenbaum et al. 2018)
The change strategy is highly focused on the monetization process, engagement and the monetisation. To drive the numbers of subscribers the company has been provided a new ad-based plan and paid accounting sharing along with the ability to transfer those sub profiles onto the paid accounts. Testing the optimal balance between value and price of the product
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The 7s framework of change management includes seven elements to accelerate change that are strategy, structure, system, shared value, skill, staff and style (Gechkova and Kaleeva, 2020). In order to implement change effectively in the organisation all of these important elements are required to be integrated and aligned change has a cascading impact on others and for implementing and planning change all of these elements must be considered effectively.
For accelerating the change in business, the company has been combined three major elements that are-
Strategy: The Company has planned delightful experiences for the customers that are hard to copy. The margin-enhancing way to fulfil the consumer satisfaction and increase the value of business the strategic choice to prioritise the original content is highly important in the change strategy by Netflix.
Structure:The structure of the business has been transformed in the last thirteen years rapidly. In order to deal with the wide account sharing and prevent the decrease in the consumers of consumers the decision of the company is highly impactful (Sokolet al. 2020). The structure of change is important to deal with the changing demand of the consumers and respond to extensive competition in the current marketplace. 
Consumer science: Testing for exposing effective planning in real to manage consumer whim and to manage high competitiveness in the market the strategic choice by the company is efficient.
The change decision taken by Netflix would be positively impactful to increase the profitability rate of the company. In the Covid-19 period a surge in growth scale can be noted, however after the pandemic period this change would bring a greater profit in business of Netflix making a balance between the value of business and the consumer expectations. 
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Adkar’s change management model consists of five elements that are awareness, desire, knowledge, ability and reinforcement (Ali et al. 2021). Awareness refers to the need for change. The desire to participate in it is required. Knowledge and ability to manage the change is required and lastly, reinforcement for sustaining change is required to the long-term change management strategy of any organisation.  
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Figure 3: Adkar’s change management Model
(Source: Houbenet al. 2020)
Netflix has increased its ability to prepare an environment in the organisation that can embrace change, make suitable experiments and create values that may serve in the change process. Focusing on the decreased profit and subscription number the company has accepted the need to change. Providing knowledge in the organisation about the requirement of change the change management procedure has been reinforced. 
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Organisations are required to be able to include multiple market conditions and fulfil the needs of the consumers. If any organisation cannot be flexible to change, it may lose the competitive advantage. The managers must identify the existing issues and challenges of business before taking strategic decisions for consistent growth of business. Effective change management is necessary to implement the change in an effective way. Anticipating the change the managers of any organisation is required to understand the key driving factors behind the change. According to Zhou et al. (2018), the driving factors behind change and stability management can be two types- external factors and internal factors such as leadership, culture, digitalisation, competition. The general external forces in the change strategy in business are social, demographic, Cultural, economic, political and technological and the business environment are competition, industry ambience and the existing demand of the consumers in the market (Maleket al. 2019). On the other side, the internal forces behind the change management includes low performance, new vision and mission of the business, specific leadership style of the company and the organisational conflict. 
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Figure 4: Internal and external factors of change
(Source: Zhou et al. 2018)
The change of the organisation refers to the transformation or peculiar adjustment to new functions of the business. As per given opinion of Hussainet al. (2018), organisations should adjust the little changes, however focusing on the long term impact on business finds t enhance the productivity by responding specific norms and regulations, including similar things or improving the productivity of business. In order to respond to larger external forces such as technology, consumer demand or competition larger response is needed in business. 
[image: ]
Figure 5: Most popular in-demand video streaming services globally 2021
(Source: Stoll, 2022)
Above figure clearly states that Netflix holds about 57.1% of the total demand, followed by Amazon Prime (12.2%), Hulu, Apple TV and more. The existing competition in the market is one of the greatest factors behind the change strategy of Netflix. Behind the change management strategy by Netflix it is the existing competition in the market, digitalisation and the market leadership. In order to hold consistency in its growth the new product strategy the company is immensely important. In order to manage the profitability of the company and accelerate change in the video streaming business the contribution of this new strategy is highly effective. 
Market leadership: In recent years the video streaming industry is emerging more crowded with new several entrants such as Apple TV, HBO, Disney and more. For holding the leadership in the market the company is focusing on creating original content.
Innovation and technology: In order to differentiate the product from the existing rivals in the market the force of innovation and technology is a major factor behind the change strategy by Netflix. According to Sundaramet al. (2020), the reliance on technology to send ahead of the market competition this strategy is effective for the company.
International expansion: In order to find more growth opportunities the international expansion in recent years is a notable step by the company.
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Netflix has always been a company which has gone through significant changes over the years from DVD rentals to a leading streaming platform with original content. Despite this massive success within the company there are some factors which have contributed to the change resistance within the company. Growing competition from other streaming services such as Amazon Prime, Hulu, and others have forced Netflix to adapt to changes and improve performance of the business. Resistance to change can be considered as a common issue within organisations which basically arises in time of implementing changes such as organisational restructuring and others. There are also other change factors such as changes in leadership, introducing advanced technology and others.
Resistance for changes can come in various forms such as lack of engagement, active opposition, passive resistance and others. In order to successfully implement change management it is important to consider these factors which contribute to the overall resistance. Fear of the unknown can be considered as one of the common causes for resistance to change (Wan et al. 2020). Changes can create a sense of anxiety and uncertainty in case people feel they do not have enough information about the change. They can also be feared in case they are not sure about the way it can impact their role. Organisations need to have a clear communication about the change and the importance of implementing those changes which can address the fear of unknown factors (Schulz-Knappeet al. 2019). Apart from that, the benefit of the change and the way it can be implemented also need to be communicated. Some of the strategies for resolving the issue is to provide regular updates, holding team meetings, taking feedback and inputs from all the people within the organisation.
Implementing training and development programs can also be helpful for resolving these resistances. Another problem which can arise is a sense of loss of control. Netflix is known for its decentralised structure where employees are responsible for making decisions and taking risks (Vaiaet al. 2022). Thus, it can cause resistance to change as people can also feel that changes can reduce their autonomy and their ability to make decisions, and their influence to work with the team. In order to implement these strategies it is important to involve all employees in the process of change. This can also involve employees in the change management process and help them to understand the way changes can be implemented.
The strategies of revolving the factor such as loss of control can also include forming a cross-functional team to work on the change. Apart from that, providing opportunities for input and empowering employees to take ownership of the change is also important which can resolve the problem related to resistance to change. Training and development programs can also be helpful as employees can have an opportunity to gain new skills and obtain the support they require for implementing the changes (Chanana, 2021). Inconvenience is another factor which can also contribute to the resistance for change within employees. The pace of change in Netflix can also create a resistance to change. Changes within the organisations will require people to change their way of working or to learn new skills which can cause inconvenience. In order to address the issue related to pace and inconvenience, organisations need to provide resources and support to help them in adapting to the changes.
Strategies for addressing issues related to inconvenience also include mentoring, coaching and training the employees in order to help them to acquire new skills and approaches which can provide tools and resources which can make the transition to change easier. Rewards and recognition programs for the employees that have successfully adopted the changes can also be helpful for achieving the transition. Lack of trust can also be considered as a factor which can contribute to the resistance to change (Khoet al. 2020). People within Netflix can be sceptical about the change in case they are not aware about the motive behind the changes. In order to address this factor, organisations need to build credibility and trust within organisations. Implementing a form of clear and transparent communication about the changes along with the requirement for changes need to be done for addressing the issue related to lack of trust (Yue et al. 2019). Involving trusted leaders of the organisation for implementing the changes can provide a sense of stability and continuity which can also address this challenge.
In this given context, Netflix is also known for having a unique and high performance culture which is focused on innovation and experimentation (Mier and Kohli, 2021). This can also work as a resistance to change factor for the company. In order to address this challenge, Netflix needs to encourage employees to embrace change and take risks. The company can also take steps for training and development programs for helping employees and providing them with resources for embracing the changes and improving overall performance. Netflix can also address the resistance to change through creating a consistent approach to change management across organisations. This also involves creating a structured process for implementing changes with providing employees a clear set of roles and responsibilities. Apart from that, another strategy for addressing resistance to change is to provide consistent and clear leadership. Netflix also needs to ensure that the leaders are consistent in giving the message to the co-workers about changes. Moreover, these are some of the strategies which can help Netflix to address and resolve issues related to change management.
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The nature of various organisational change management programs undertaken on the basis of certain change management models and frameworks are often found to be complex and involve various strategies for planning, implementation and evaluation. The task of assessing that a certain adopted program of change management has been completed requires identification and evaluation of certain indicators (Wan et al. 2020). Some of the indicators that are significant for assessing that a certain change management program has come to end have been elaborated through the following lines.
Achievement of objectives
The most significant and first indicator for assessing that the change management process has reached completion point, is evaluation of the fulfilment of aims and objectives. The goals and objectives of the program need to be assessed and the extent of their fulfilment need to be analysed. This requires a clear definition of the goals and objectives of the study at the initial phases. Regular monitoring of progress is essential for evaluation of the degree to which aims and objectives of the program have been achieved (Errida and Lotfi, 2021). If the objectives have been met, this can be regarded as a strong indicator of completion of the change management process. 
Employee engagement
Employee engagement is influential for achieving success in terms of realising any change management program effectively. Employees need to be involved within the process of planning and implementation of various activities within the spectrum of change management (Abbasnejadet al. 2021). Feedback from employees needs to be sought throughout the execution of various procedures. The observation that the majority of the employees are engaged and supportive of the changes, it can be held as an indicator that the program has been executed successfully.
Resistance management
Resistance to change is existent in any organisation. Management of resistance is crucial. An effective change management program needs to incorporate plans to address resistance. When it is observed that plans to manage resistance to change have been executed effectively, it can be regarded as an indicator of successful completion of the change management process.
Evaluation
The aspect of evaluation is the final phase involved within the wider aspect of organisational change management. It is of utmost necessity to evaluate the success of change management programs objectively on part of the respective organisation (Mbatha, 2022). The business organisation in discussion, Netflix, needs to conduct a thorough evaluation process with respect to the adopted change management program. The evaluation process adopted for determining the success rate of the change management program for Netflix needs to incorporate metrics for measuring the overall impact of the change program on the stakeholders as well as on the organisation. Effective implementation of the paid sharing of accounts plan, successful rendering of the capability to transfer sub profiles to paid account as well as accurate incorporation of the new ad-based monthly plans can be regarded as valid and reliable indicators of the success achieved by implementing the discussed program of organisational change for enhanced business stability as well as profitability. 
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This current report has focused on Netflix and also determined the importance of change which is forced by growing competition. Key change management models such as Kurt Lewin's change management model, ADKAR model, and McKinsey & Company’s 7-S framework have been used in this study for aligning the changes within importance. The strategies for utilising the models have also been elaborated in this report. The driver factors for change in Netflix such as competition, Market leadership and others have also been elaborated in this study. It has also been derived that there are also other factors such as organisational culture, pace of change and more which has worked as a resistance to change factor for Netflix. A set of recommendations have also been given which can help Netflix to deal with those factors and implement changes appropriately.
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