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+ = CASE2-2 STRATEGY-DRIVEN HR MANAGEMENT:
NETFLIX, ABEHIND-THE-SCENES LOOKAT DELIVERIN

Netfliis a highly succesfl eailer of movie renial sr-
vices, with a market value of over $25 billon. It ffers
subscription scrvie thatalows its members to stream
shows and movies instanly over the Internet on game.
‘console, Bu-ray players, HDTVs,st-top boes, home
theater systms, phoncs, and tablrs. Netlx ks includes
asubscription evic for thos whprefr to receive discs
v the US mail(rathr han strcaming), withous the hassle:
of due daes o e .
The idea of a home delivery movi srvice came to CEO
Read Hastings when he was forced to pay $40 i over.
due fines after returninga vido of the movie Apolo 13
10 Blockbuster. e realized that he could capitaize on
an existing distibution system (the US Post Office) that
id not requie renters o leavetheir homes. The Necflix
website waslaunched on August 29, 1997, with only 30
‘employees and 925 movies availabe forrent. I used a ra.
ditonal pay-per-rental model,charging $0.50 pe rental
plus U postage,and at fes applied. Netflix introduced
the monthly subscription concept i September 1999,
‘and then it dropped the sigle-rental model i carly 2000,
Since that time, the company has builtts reputation on
the business model of flat-fee unlimited rentals with-
‘out due dates, late fes,or shipping and handling fecs. In
addition, its online streaming service docsn't have per-
titerental fees."” Throughout 2014, Netlix's total sales
grew by 21%, generating a net income of $112 millon.*
Subscribers increased by almost 40% that year,reaching

46 million,
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ASE 2-2 STRATEGY-DRIVEN HR MANAGEMENT:

ETFLIX, ABEHIND-THE-SCENES LOOKAT DELIVERING ENTERTAINMENT

ETFLIX, ABEHIND-THE-SCENES LOOKAT DELVERING ENTERTANYLTE
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3. Send the right messages To boost ovrallemployee

morale, most HR departments throw parte or giee
away fre items. But when sock prices are decrens.
ing or sales numbers are not a high s predicted,
what use would a company have foran offie party3
Netflix exccurives stated that they have not seen an
HR initative that truly improved morale. Instead of
cheerleading, employees need to be educated about
how the company earns ts revenue and what behav-
fors willdriveits success. By receving clear mesages
about how employees should execute and commit
0 their durics, cmployees will be more informed
about the criteria they will need to meet to reccive.
their bonuses, and they will thercfore be more ap to
receive those bonuses. Knowing what to do and how
0 doit, employees’ motivation wilncrease,and with
increased motivation, morale and performance wil
improve.

4. Performance evaluation. Neiximplemented informal
360-degee reviews after realizing that formal review
sessons were notefecive. These informal 360-degree
sessions allowed workers o give honestopinions about
themselves and coleagues—focusing on whether cr-
tain policis should stop, start, continue, or change.
Instead ofrelying on bureaucratic s e
valued these conversations as an organic part o their
‘work, and those conversations have been demonstrated
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e For example,
yees perceived their
bosses a less than expert in their ficld, employee pe
formance dropped. Employees indicated that ma
agers who relied on charm or IQ were not trusted and
received low subordinate appraisals.

Questions

1. Netflix was a pioncer in the online video rental mar-
ket, making “old-fashioned” DVD rentals a ching
of the past and putting Blockbuster out of business.
Using the fve-forces model, describe how Netflix
changed theentertainment ental industy.

2. Whatis Netflix's compettive srategy? What docs it
belive s the driving force that makes this srategy so
successful? Do youagree?

3. Interms of sustaining the company’s competitve
advantage, what is the most important step that
Netflxhastaken, a noted by Hastings and McCord?

4. “Where we want to be, how o get there,and where
are we now® are key points of a successful company’s
strategy. How do the company’s HR policies support
thefrm'ssrategy?

5. How does Netflix monitor its employees’ perfor-
mance? Would you prefer to be evaluated this way
o through a balanced scorecard (BSC) approach?
Explain your positon.

6. How would you create a link between customers and
the way employees perform to assure that incentives
are distributed evenly and equally ar Netflix?

Case created by Herbert Sherman, PhD,and TheodoreVallss,
Long Island University School of Business, Brooklyn

Campus





