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INTRODUCTION

Netflix is an example of how strong character traits of a leader have influenced company
culture. By empowering his employees in an autonomous-driven, high performance work
environment, Netflix CEO Reed Hastings has created an organizational culture based on
responsibility and transparency among everyone. His transformational leadership abilities
have paid off: in 2018, Netflix had 125 million subscribers in 190 countries and reported an
annual revenue of $15,8 billion US dollars, an increase of 25% with respect to 2017 (Macro
Trends, 2019).

ENTER NOW

WE SEEK EXCELLENCE
DEFINING EXCELLENCE
Netflix has successfully managed to leverage its organizational culture and use it
as a tool to drive performance. An organizational culture sets the way of how the company
thinks and interacts. It comprises a set of shared values, which define what is important
and guide behavior accordingly (Chatman & Cha, 2012). In the case of Netflix, the culture
is specifically designed to help employees achieve the streaming platform’s fundamental
mission: “We seek Excellence”. In the following, this statement will be analyzed more
detailed, starting with its keyword “excellence”.  
At Netflix, the concept of excellence is directly linked to an always maintained
extraordinary performance. The idea of performance is a key aspect of the company’s
culture and viewed as a function of employees, a “great workplace is stunning colleagues”.
Netflix has zero tolerance for average performers. As Netflix’s culture deck states,
especially in creative environments as such, the best team can be 10x as effective as
the average. In fact, average performers can inhibit work flow and hamper innovation.
In line with this, an engineer at Netflix once remarked: “I’ve learned that I’d rather work
by myself, than with subpar performers” (McCord, 2014). Thus, similar to an Olympic
team consisting of pro athletes, Netflix’s goal is to put together teams, which exclusively
consist of so-called star performers or stunning colleagues. A star performer by Netflix’s
definition is satisfying two characteristics: first, fitting to the culture and second, providing
the skills necessary for the company to satisfy its strategic objective. A fit to the culture
is given by an employee, who’s conduct is driven by Netflix’s nine values. The culture
deck concretizes these values by defining them as the behaviors that are valued in fellow
colleagues, as opposed to vague, ungraspable concepts. Specifically, the nine behaviors
are judgement, communication, impact, curiosity, innovation, courage, passion, honesty
and selflessness. The second characteristic of a star performer is given by the appropriate
technical skills. Employees’ competencies need to match the company at all times in order
for Netflix to reach its objective. An employee’s skills might have been adequate in the past,
but as long as they do not help Netflix achieve its desired future position, the employee
is not considered valuable for the company (McCord, 2014). However, regardless of how
qualified someone is in terms of competencies, it is crucial that the employee matches
Netflix’s organizational values. High performers with bad attitudes, the so-called brilliant
jerks, are ultimately affecting culture negatively. Thus, Netflix does not tolerate them.

The second term in the mission statement is given by the word “seek”. The verb
refers to the process character of achieving excellence. Netflix does not view excellence
as a destination, but rather as a journey, in which standards are set higher continuously.
Netflix CEO Reed Hastings once said: “We encourage employees to figure out how to
improve the culture, not how to preserve it.” Constantly thriving for better results and not
stopping to put effort is a way of operating, which is in line with principles by Founder
of Bridgewater Associates Ray Dalio. He believes the key to being successful is being
humble and not resting on your laurels (Richard Feloni, 2014). Also, humility is an essential
character trait to be an effective leader (Crossan, Seijts, & Gandz, 2015). By learning from
each other, being curious and modest, Netflix is aiming to endlessly improving its practice
of excellence. In fact, it is stated on Netflix’s website, that the employees feel how they
have been getting more effective with every year, but still – they “suck” compared to how
“great” they want to become (Netflix, 2018c).  
The statement starts with the personal pronoun “we”, implying that the mission
to seek excellence is a shared goal by everyone at Netflix. It is a shared goal, because by
Netflix’s definition of excellence, every employee is continuously required to satisfy the
concept of high performance, or else the employee would not work at Netflix. Furthermore,
Netflix believes working together in reaching this goal increases effectiveness. Decisions
are made in groups, because it is believed that employees accomplish more when working
together. By learning from others’ expertise and sharing diverse perspectives, synergies
can be created. Ultimately, the so-called dream team will work “cohesively, nimbly and
effectively” (Netflix, 2018c), delivering better performance as opposed the individual, and
thus fostering excellence even further.

WE SEEK EXCELLENCE
HOW NETFLIX REINVENTED HR MANAGEMENT
Netflix realizes this culture of excellence by reflecting the organizational values
in daily behaviors. The culture deck points out the company’s specific practices, which
continuously ensure high performance. Specifically, Netflix strives to keep employee
quality high at all times and deploys methods creating a work environment, in which talent
can thrive. To ensure talent consistently, Netflix’s HR management first, solely hires the
best, and second, lays off employees, who do not meet requirements anymore. During
the hiring process, recruiters select candidates based on personal fit and technical skills.
Princesa Howard-Greene, Manager of Recruiting at Netflix, points out, that candidates
are assessed during two rounds of on site interviews, the first assessing the candidates
technical skills with a quantitative skills test, and the second assessing the cultural fit
(LinkedIn, 2018). Candidates, who’s personality fits to Netflix, foster the desire for Netflix’s
extraordinary performance and further contribute to the culture of excellence by valuing
the aforementioned behaviors of the culture deck. Moreover, the selected candidates
provide the company with the appropriate technical skills, necessary to excel in the
applied position (e.g. programming languages). Once the best are hired, their positions
are however not a guaranteed lifetime employment at Netflix. It is the company’s policy to
have dream teams, consisting solely of high performers, at all times. Rather than providing
adequate performers with training, they are simply let go (Ramachandran & Flint, 2018).
Managers are required to regularly review their team members, conducting the so-called
keeper test. Managers assess their employees by asking themselves the question: “Which
of my people, if they told me they were leaving for a similar job at a peer company, would
I fight hard for to keep at Netflix?”. An employee failing the test is fired, in order to free
the position for a star performer. Also managers who fail to use the tests are laid off,
emphasizing the integral part the keeper test plays in Netflix’s culture (Ramachandran &
Flint, 2018). Even former Chief Talent Officer Patty McCord, who was largely responsible
for the culture at Netflix and was the author of the famous culture deck, ultimately got
fired, because she was “no longer needed  as a player” (Giang, 2016). Failing the test is
not necessarily due to an employee’s lack of work ethic, but due to a lack of effectiveness.
Thus, Netflix provides its ex-employees with a “silver lining” consisting of a severance
package of a minimum of 4-month salary. This way of managing talent has been compared
the Darwin’s theory of evolution “survival of the fittest” (MacLellan, 2018). Darwinism at
Netflix implies the constant possibility of getting fired – a Netflix employee has admitted
that he fears to get fired every day. Karen Barragan, VP of Publicity of Original Series, was
noted to have responded “Good, because the fear drives you.” (Ramachandran & Flint,
2018)

DESIGNING A HIGH PERFORMANCE WORK ENVIRONMENT
In order to create a work environment, in which the carefully selected employees
can truly high perform, Netflix believes in the following practices. First, Netflix’s employees
are desired to interact radically transparent and honest with each other on a daily basis.
By encouraging employees to be authentic and discuss issues openly, the company
seeks to improve performance. Regular 360-degree feedback is an organic part of work
interactions, and not designed as a formal, ritualistic performance review. Employees
are told what they should stop, start and continue doing, both face-to-face and online
(McCord, 2014). By telling the honest truth about performance and not telling the “nice”
version, Netflix seeks to close employees’ self-awareness gaps, which benefits team staff,
manager and company. The open discussion of issues also includes transparently talking
about whether someone should get fired or not. Once someone is laid off, the reasons are
freely communicated to the company’s employee body. Second, the company’s structures
are flat and there is no strong focus on corporate processes. . Netflix does not give fancy
titles to superior job positions. Myles from the Brand and Editorial Department stated, that
in other companies he was given higher titles, even though he has done less and was paid
less (Netflix, 2018). In terms of rules, Netflix argues, that having employed Having employed
only star performers, the company can afford to give employees the freedom, which they
thrive on. Employees are required to “always act in Netflix’s best interest” and deliver on
their duties. But Netflix does not have policies determining minimum working hours per
day, maximum vacation days or maximum travel expenses. Given flexible standards and
no rigid chain of command, it is crucial that the company sets the right context, in order
for the employees to be effective. Thus, the company is highly open and inspiring about
company objectives and results. By that, Netflix shows “highly aligned” teams, that are
encouraged to behave according to the strategic goals. “Loosely coupled” teams are
ensured by minimizing cross-functional meetings, which guarantees nimbleness of teams.
Thus, the company is setting an empowering work environment for Y-type knowledge
workers, where people can be creative through self-direction and assuming responsibility.
Netflix however does not offer employee training, which is a retribution typical for Y-type
environments. The company believes in self-improvement through “stunning” colleagues,
rather than official development programs.
Last, the company rewards its employees by paying a top-of-the-market
salary. Netflix argues that compensating a high performing employee with a high salary
is more efficient and less costly than compensating an average performing employee
with an average salary. The wages are not fixed but are individually determined by the
managers for each employee by assessing the individual’s market value and paying
accordingly. On average, employees at Netflix earn $104.384 annually (PayScale, 2018).
The great component of the salary is fixed, bonus accounts for only about 6% of the total
compensation. Employees can also decide to have Netflix stock, instead of cash, however
the company believes, that high salaries are the most efficient form of compensation.

RADICAL HONESTY
RADICAL HONESTY AND TRANSPARENCY
“Clear and transparent objectives” from management as well as “honesty” in
relationships are key factors contributing to employees’ engagement according to a
survey ran on 15.000 European workers (Deloitte, 2018). Netflix has already decided to
follow these principles of honesty and transparency.

What do other say about radical honesty?
Radical honesty is a disruptive yet more and more popular management practice
we can find in enterprises. However, it is also referred as one of the most challenging
ones (Ashford et al., 2016). It consists of always speaking the truth in order to improve
performance. Kim Scott a former director at Google and now consultant and expert in the
field developed her own definition of the principle she calls “radical candor”. According
to her, radical candor is about the moral obligation of being honest. Indeed, being
too empathic and afraid of being honest would harm the performance of the team. To
master the practice, the feedback must be delivered in a constructive manner to foster
improvement and change, without destructive criticism that would be counterproductive
for the feed-back receiver. To Kim Scott, the compassion factor is capital to set the proper
context: radical candor is about “caring personally and challenging directly”. Yet, some
companies have their own way of defining radical honesty and are applying the rule to all
their business interactions.
One of the main ambassadors of the practice in business environments is Ray
Dalio. Indeed, the culture of its enterprise puts the truth as the golden rule. His “principles”
reflect the key role of honesty and transparency in expected employees‘ behaviors. To do
so, they are expected to put their ego aside. As opposed to Kim Scott’s advice of giving
negative feedback in private, Dalio has implemented a systematic video recording of
meetings as a learning tool for his co-workers. To him, these kind of actions of promoting
honesty at any costs resulted in the company’s success (New York Times Conferences,
2014).

… And how does it look like at Netflix?
At Netflix, the disruptive management practice of radical honesty is one of the
pillars of the culture. Reed Hastings has institutionalized the concept by defining it in
their culture deck, a public document sorely stating their company values, beliefs and
employees’ expected behaviors. “Honesty always” explicitly expresses the importance of
candor to them. We will now see how it is impacting daily actions and behaviors.

Feedback and Context
Netflix has implemented practices to follow this rule and provides employees (at
all levels) with a continuous stream of feedback. Patty McCord, the author of the famous
culture deck, insists that feedback has to be about employees’ behaviors and not about
their personalities to be efficient. It must also be actionable with solutions and specific
examples of what had been done poorly.
This starts at the executives’ level as they are supposed to set the example. They
are expected to constantly update their team and share their views so there is never a
surprise regarding their positions (about business or employee’s performance). To do so,
Patty McCord would often help them to find the most suitable way to express their opinions
by removing emotions that alter the message and might hurt one’s feeling. At Netflix,
leaders are not put on a pedestal. The culture deck affirms that its “leaders demonstrate
that we are all fallible and open to feedback”. In fact, they are often the experimentation
field for implementation of new practices. For instance, the “start, stop, continue” face-toface feedback was initiated in executives team meetings.
As all employees are required to be radically honest throughout their daily
actions, the “start, stop, continue” feedback now has to be filled online by everyone on a
specific day of the year. Through it, an employee can evaluate anyone within the company.
Besides, one of the most interesting facts is how it has evolved. As we previously
explained, the practice started with the executives and was then rolled out to the entire
company. However, while the initial version was anonymous, people added their names in
the comment section, which led Netflix to add the compulsory name feature in the latest
released version. We can see how much employees embody the company’s values and
that their belief in radical honesty is so strong that they correct and improve the company
initiatives.
They are also encouraged to ask others for feedback and challenge their managers
by asking them “How hard would you work to change my mind if I were thinking of leaving?”
Obviously, this culture can be shocking at the beginning. However, to employees such as
Eric Colson, even if criticism was hard to receive when they arrive, once they get used to
it, they manage to correct a great number of things extremely quickly. This, according to
him, enabled him to grow from individual contributor to become VP of Data Science and
Engineering in less than 3 years.

RADICAL HONESTY
RADICAL HONESTY AND TRANSPARENCY
“Sunshining”
Another example of radical honesty at Netflix is the singular ritualized practice
called “sunshining” (one of the brand’s lingo). When someone has made a mistake, he/she
has to inform as many coworkers as possible and analyze the errors in front of everyone.
This can be required from employees at any level. In fact, Hastings has often admitted
publicly that he had been wrong and encourages people to speak up. Indeed, to guarantee
the consistency of the culture, it is necessary that leaders uphold their commitments to
their culture, even in the most challenging times (Chatman & Cha, 2012). However, at
Netflix, “sunshining” is not a guarantee of not being fired. The best example would be
John Friedland’s case. The former Chief Communication Officer said the N-word during
a meeting and additionally in front of African-American HR representatives. After that,
he had to “sunshine” himself by writing to his staff and speaking about it in front of 90
executives in Rio de Janeiro. The incident took a great ampler and he ended up being
fired by Hastings in June 2018. Hastings then “sunshined” to not have fired him earlier in
a company-wide memo and in front of 500 executives during the July corporate retreat
(Ramachandran & Flint, 2018).
No backstabbing
All these radical honesty principles and expected behaviors are meant to avoid
any gossip and backstabbing. In the Culture Deck, the “integrity” section stresses that
employees should never say something about a colleague that they wouldn’t say to his
face. The purpose of this is to make sure all teams are focused on the same strategy and
goals, rather than spending time on politics.

And what about radical transparency?
In companies like Apple, the culture of secrecy with a retention of information
and teams working in silos is far from hurting the performance. They are also extremely
afraid of leaks and a “New Product Security Team” made of former NSA and FBI people
train employees and investigate potential leaks around the world. However, as Matt
MacInnis, former Apple employee, said: the company might be one of the exceptions and
he personally decided to apply radical transparency in his new company. We will see that
Netflix is one of those and even if leaks happen, they acknowledge the value added by
informing their teams as way more important (MacInnis, 2017).
Indeed, at Netflix, radical honesty is also associated with radical transparency.
In 2018, at a TED Conference Hastings said that the company was “the anti-Apple: they
compartmentalize, we do the opposite. Everyone gets all the information. To do so, they
decided to support information sharing within the company.

So what kind of information is Netflix sharing?
Information about salaries
First the salary disclosure is a Netflix specificity. According to Patty McCord,
the pay is one of the main subjects of gossip, so being transparent about it is healthier.
Obviously, it has to be done only if discrepancies between values are following objective
rational. At first, some employees were reluctant to it, such as Bob Heldt (former director
of engineering). Then he admitted that thanks to the disclosure some underpaid people
managed to get fair raises. Besides, Patty McCord believes transparency is also solving
the problem of women’s wage gap. However, when Reed Hastings evoked the possibility
of disclosing salaries to all the employees, he faced the reluctance of executives and
had to backtrack on his decision. On the contrary, Ray Dalio chooses to not disclose
Bridgewater employees’ compensations, because of the distraction it would cause.
Information about people
Still, a wide range of information concerning people’s matters are shared
regardless of employees’ ranks. We already mentioned the “sunshining” process that was
public. Regarding feedback, it is common practice that executives share what had been
said about them (or other departments’ managers) in meetings to their team.
In addition, another common transparency ritual is to openly inform the employees
about firing decisions in emails and post mortem meetings. However, discussing in detail
the flaws and mistakes that have been made by the person paradoxically are perceived by
some as a source of gossip. Sometimes employees assist their own post mortem meeting.
This happened to Sean Carey, former VP, who was in the room with his team (around 50
people), in order to smoothen his exit for his colleagues. Nevertheless, promotions and
new hiring email announcements are way more frequent, according to Richard Siklos a
spokesman of the company (Ramachandran & Flint, 2018).

RADICAL HONESTY
RADICAL HONESTY AND TRANSPARENCY
Information about company/ strategy
Netflix also believes sharing information systematically to all employees regarding
strategic and business-related decisions is capital. Employees have access to viewership or
number of subscribers for instance. When Cindy Holland, Content Acquisition VP, assisted
a presentation for investors and realized she was getting a wide range of information
unknown to her, she suggested that Netflix employees should also have access to these
insights. The company then decided to create the “New Employee College” to enable this
kind of disclosure (McCord, 2018). Employees also have insights on the challenges the
company is facing, such as prices increases in China or Netflix’s logo change. Also, Netflix
does not hesitate to share sensitive data when facing uncertainty.
However, to ensure the usefulness of these transparency practices, the culture
aspect previously mentioned “highly aligned, loosely coupled” has to be respected.
Indeed, the manager has to set the appropriate context to guarantee efficiency of giving
insights to its employees. According to Patty McCord, transparency frees the company
from procedures without dysfunction. To enable it, strategy and company goals need to
be specific and clear to everyone. Furthermore, at governance level, board members have
the same kind of access to sensitive data and are expected to attend some monthly
and quarterly meetings in order to understand the business and take informed decisions
(Larcker & Tayan, 2018).

THE EFFECTS ON PERFORMANCE
Encouraging opinions and information sharing leads to wise decisions
Debate and disagree...
In her book, Patty McCord puts sexual harassment and withholding your opinion
regarding business matters on the same level for reasons to being fired. Indeed, radical
transparency and honesty are indivisible from the courage value depicted in the culture deck.
“You say what you think, when it’s in the best interest of Netflix, even if it is uncomfortable”
perfectly sums up the necessary willingness of all employees to always challenge the
status quo. Disagreeing is more than encouraged and speaking up is a responsibility in the
company culture regardless of employees’ positions. Using information made available to
challenge each other is a way to ensure debates are based on facts and rational opinions.
Netflix also makes sure to set a context where the ultimate goal is to serve the
business and consumers, rather than serving employees’ personal goals. To embark
everybody is this practice, managers are asked to model this behavior. According to Patty
McCord, Hastings is even staging debates between members of the executives’ team.
Spending time debating about company strategy is an organizational practice. During
these kind of sessions people are gathered in small groups of three to four to force
everyone to speak up. It counteracts danger of expertise by bringing in new ideas from
people with different backgrounds.
... A Learning tool...
Radical honesty is a learning tool for Netflix. For example, in the past Reed
Hastings made two disagreeing executives prepare for a public debate where they would
have to defend the other’s point of view. Thanks to this practice, the discussion was not
about hidden agendas or ego’s fight but led to a deep understanding of all the facets of
the problem. The success of this selfless approach has been formalized and rolled out
once a month for the product development team. Another source of learning through
radical honesty is the “Consumer Science Meeting”, a monthly session where employees
present findings and are subject to an intense questioning by executives. The debates lie
on the assumption that no one (at any position) can fully understand customers’ needs
and expectations. Even though employees, such as Steve McLendon (former Marketing
and CRM Director), had expressed their apprehension before these kind of meetings, he
acknowledged the takeaways were extremely useful (McCord, 2018).

RADICAL HONESTY
THE EFFECTS ON PERFORMANCE
But these questioning practices need to flow both ways and leaders are also
expected to encourage questioning. For instance, Ted Sarandos (Chief Content Officer)
was once challenged during a “New Employee College” by an engineer wondering about
the logic behind windowing. He admitted that he was unpleased at the beginning for not
being able to come up with a convincing answer. The question remained stuck in his head
and triggered the disruptive decision he took years later to release entire seasons at once.
Patty McCord believes assisting to this kind of debates is more efficient than negotiation
seminars.
However, after being discussed, a decision can still hurt the business. Even in this
kind of situations, radical honesty applies: a candid discussion takes place to understand
what went wrong. Same rule operates when a mistake was made, as we saw with the
“sunshining” ritual. “I need to set a better example by learning and listening more so I can
be the leader we need” was a part of Hastings’ memo regarding Friedland’s case in 2018.
Here, the CEO insists on the importance of taking lessons from mistakes for the well-being
of the entire company (Goldberg & Sandberg, 2018).
... To push people to take ownership and foster autonomy
Transparency of information is a proof of trust from Netflix to its employees.
Besides, encouraging them to share their opinion is extremely motivating for them as
they feel they can make an impact. Hastings believes giving this kind of freedom and
responsibility is extremely powerful to engage teams in the pursuit of the company’s
success. Once again, the “highly aligned, loosely coupled” principle applies. Indeed,
the less direction is given to employee on how to reach company’s objectives, the more
ownership the employee is going to take and the better he will perform (Chatman & Cha,
2012).
Hastings told a TED audience in 2018 that he was particularly proud about
going on some whole quarters without making any decision, as his teams had so much
autonomy. There is a case for instance where Hastings strongly disagreed with Tom
Willerer (former director of Consumer insights) in front of 35 people on the approach to
adopt with consumer data sharing on their Facebook page. Hastings then let him run a
test and openly shared his congratulations to the group, enhancing the fact that he was
wrong.

This kind of culture can disfunction
When theory confronts reality
It is hard to constantly live up to the standards of radical honesty and autonomy
practices. We can see some examples of gaps between culture and reality. When Tawni
Lazario Cruz (former Chief Talent Officer) argued that expensing a team visit to the
hairdresser was not a harm to the company, she explicitly disagreed with Hastings. This
underlines how sometimes judgment is not the same for everyone and the expenses policy
can be misinterpreted. Besides, Netflix is currently being sued by former employee Tania
Zarak, who claims to have been fired due to her pregnancy. She argues that HR pressures
employees to keep length of maternity leave length as short as possible (Bennett, 2019).
On the same note, Bridgewater is also being sued. Christopher Tarui, former client advisor,
claims to have been sexually harassed by his manager during a year. Tarui explained the
culture of the company ensured that he had no one he could trust to keep his experience
confidential and that made him wait for months to share it (Stevenson & Goldstein, 2016).
Even without these potential dysfunctions and even with the right context, this
kind of culture is not for everyone. The entire organization has to be aligned with the
culture for it to be successful (Vossoughi, 2013) and Netflix is aware of that. In the Culture
Deck they state not everyone is fit for radical honesty and that they aim to only attract the
ones that are. Besides, they recognize that people valuing job security might feel fearful
and unhappy working for the company. There is this example of a new manager with a big
resume that felt insecure when an engineer argued with him and then left the company
(McCord, 2018).
Another dimension is the cultural shock. In some parts of the world Netflix
acknowledges “direct feedback can be uncommon”. A former Korean employee even
compared the forthright feedback culture to North Korea autocracy (Ramachandran &
Flint, 2018).

RADICAL HONESTY
THE EFFECTS ON PERFORMANCE
A “culture of fear”
Some refer to a “culture of fear” when talking about Netflix. Looking at the SCARF
model (Rock, 2009), we can understand where this perception comes from for some
employees. This framework underlines the factors that can make someone feel threatened
and therefore perform poorly within a company. The status threat can appear when
feedback is mishandled or perceived as too harsh. The certainty factor is often challenged
at Netflix as job security is never guaranteed. However, autonomy and fairness are praised
in the company, where micromanagement is discouraged, and transparency is supposed
to break all potential unfair policies. Finally, relatedness depends on the employee’s
personality as there is no peer-program, but teamwork and open communication are
encouraged.
Still plenty of former employees come with testimonies showcasing the pressure
and insecurity they were feeling. For instance, former engineer Ernie Tam was suddenly
fired after being a star performer for six years (Ramachandran & Flint, 2018). Witnessing
this kind of actions can obviously settle a constant feeling of fear and uncertainty. The
company released a series of videos to communicate these perceptions one could have.
The video called “Netflix is a cutthroat” lets some employees talk about this common idea.
Kim working in the publicity department admits that it is a challenging place to work in,
as they are making sure they “have the best folks in place”. However, all the participants
agree that the culture makes their work motivating (Netflix, 2018).

However radical honesty seems to work well for Netflix
An incredible performance
Looking at the company’s performance, the culture seems to be extremely
efficient. Indeed, the company net income experienced a triple digit increase (+117%)
to 1,2 billion dollars in 2018. Its revenue for the year reached 15,8 billion, an exponential
growth of 35%. The company’s paid subscription number reached 139 million in 2018
(addition of 29 million) (Investing, 2019). Besides, Netflix is dominating the fragmented
streaming market with almost 60 million US streamers, whereas Hulu, one of the closest
competitors in the region, has 25 million subscribers. Reed Hastings even affirmed in 2017
that people’s need to sleep was actually his main competition (Lovely, 2019).

An decent employees’ satisfaction
Even looking at employee satisfaction surveys and turnover data, Netflix seems
to perform well. According to a survey conducted by Blind in May 2018, among 11.500
tech employees, 57% were experiencing a burnout. Hence, with a score of 38,9% Netflix
had the lowest rate of the poll, compared to companies like Google, Apple, and Amazon.
Netflix also ranked 11th in the LinkedIn Top 50 Companies for 2019, proving it is a highly
attractive company to work for.
On Glassdoor the company reaches a 3,7 average out of 5. The Compensation
and Benefits section reaches 4,4, which is understandable considering their top of the
market salary policy. Even if it ranks below other tech companies (Google and Facebook
reaching 4,4 and Amazon 3,8 for instance), it remains above the 3,1 Glassdoor global
average (Glassdoor, 2018). Besides, Reed Hastings reaches the significant 86% CEO
approval, which is way above the 69% average. Finally, only 4% of the employees left
voluntarily in 2017, a rate that is below the average of 13% for American companies. Even
though the annual firing rate was 8% (2 points above US market average), it remains
below the 13% technology companies’ turnover (Ramachandran & Flint, 2018).
A practise that foster change and innovation
As Chief Product Officer Greg Peters explains, Netflix evolves in a complex
environment constantly moving with high uncertainty (Netflix, 2019). Therefore, the
company needs to hire employees who are ready to embrace change, as constant
questioning and innovation are key to Netflix’s success. However, there is less risk taking
when there is fear and therefore less innovation if team members do not feel safe (Chatman
& Cha, 2012).
As we saw in this kind of environment, depending on how you fit in, the limit
between eustress (that is valuable for the employee and the company) and distress can
be thin. Therefore, Netflix and companies as Bridgewater do not hesitate to let people go
to keep the performance dynamics.

AND WHAT ABOUT COMPASSION?
NETFLIX IS A TEAM, NOT A FAMILY
The Olympic Team philosophy as applied to Netflix’s culture means that they as a
company have very limited patience (if any) for average performances of their staff. There
have been many accounts of former employees who say they were terminated because
they were not “star performers” anymore, even if they have not been properly warned
about their performance prior their firing. An anonymous former marketing VP got fired
during a marketing shoot of the hit series “Orange is the New Black” prior to its new
season premiere, because she failed to fire an employee in her team sooner. She felt that
she got let go because she gave one of the employees in her team a chance to improve
herself rather than firing her right away (Ramachandran & Flint, 2018). Circling back to the
Olympic Team metaphor, that would be the same as firing the head coach of your team for
trying to motivate his players when they hit rough patches, instead of cutting them from
the team instantly for not performing.

The Real Madrid of Streaming
Hastings has been famously quoted saying “You are building a team, not raising a
family”. Netflix seeks to be like the Real Madrid of streaming, winning gold and recognition
every new season. The way they try to emulate a winning team is Netflix asking its managers
to routinely implement the “keeper test” (Netflix, 2018). The sports team analogy is not
only applied in Netflix. It is actually a quite popular theory. As Patty McCord explains, the
analogy is so useful because the rest of the team and the fans (in this case the consumers)
understand that if you do not get rid of the low performers, you are doing a disservice to
everyone (McCord, 2018). Taking Real Madrid as an example one more time, they have
gone through three different coaches just in this current season because of the team’s low
performance. They took this approach because Real Madrid is a giant in its field and they
always strive to come in first. If Netflix wants to keep being the number one company in
streaming entertainment, why should they not use this same approach? From the point of
view of a manager, if a member of your team does not pass the keeper test it means one
of two following things: at best that person is a ‘place holder’ until you find someone else,
who best fits your dream team, or at worst that person is a blocker, preventing your dream
team to achieve its full potential (McCord, 2018). A Netflix representative spoke about
the matter and said that whenever an employee does not pass the keeper test, they are
“promptly and respectfully given a generous severance package so we can find someone
for that position that makes us an even better dream team. Getting cut from our team is
very disappointing, but there is no shame.“ The generous severance package consists of
at least four months salary, which is more than most companies offer and certainly more
than what the two fired Real Madrid managers got this season.

No tolerance for low performers
So far, we have explored the reasoning and possible benefits behind using the
“sports team” analogy as a pillar of Netflix’s culture. However, running your business in
this type of way has some implication. This type of corporate culture is created with the
intention of boosting accountability, but when it is taken to these extremes it can have
notorious negative effects as opposed to the desired results. It can create a culture of fear.
A culture where every employee is constantly looking over their shoulders afraid of being
fired every day. Even when employees are fired and visibly upset, their former teammates
will not show them any sign of support, due to fear of “putting a target on their own backs”.

AND WHAT ABOUT COMPASSION?
LOW PERFORMERS POLICY COMPARED WITH GOOGLE‘S
Before comparing Google and Netflix we need to answer the following question to
understand why people willingly leave a company and what happens if their performance
is not sufficient enough. Typically, employees leave a company voluntarily for one of the
three following reasons. First, they are working for terrible managers, which is the biggest
variable. The second main reason is that they don’t feel appreciated and respected by their
peer-workers. Finally, they do not feel aligned with the values of the company.

But what if an unhappy employee decides to stay?
As previously mentioned, not fitting to the company usually has a negative impact
on performance. In the following, we will focus on how compassionate companies are
regarding low performers and how they deal ultimately deal with them.
Comparing performance teams between Google and Netflix means starting
from the beginning: the hiring process. They have entirely different approaches and
requirements from their future employees. Netflix’s focus lies in recruiting new hires with
seven to 15 years of experiences, with enough expertise to make independent decisions
from day one. On the other hand, Google focuses on top talents: find the best, make them
even better, and then keep them as long as possible. In the world of Netflix, there is only
one goal and that is striving for excellence to satisfy the customers.
The following paragraphs address how Google is handling low performers and
what they do to increase productivity and performance. Most organizations worldwide
believe that there is only one successful solution for bottom tail employees and that is
letting them go. Google on the other side spends much time, money and effort in selecting
top people. They have developed a different strategy, as they say that the bottom tail
represents the biggest opportunity to improve performance (Dimitriadis, 2016). By
identifying those bottom 5% of employees, they are helping and motivating them to
improve, instead of firing them. In their opinion, poor performance is rarely due to being a
bad or incompetent person, and is rather resulting from a gap in skill or motivation at work
(Business Management Daily, 2016). Additionally, employees might also be struggling
with their work environment or personal situation. For instance, an employee working in
a negatively impacting team, having an extremely high workload, or negatively affecting
private matters. For lacking abilities, Google provides training and workshops. However,
“skimmers”, who only skim along and are not positively responding to incentives, will
then have to be fired. Google believes that the exercises should be taught by top 10%
performers so that the beneficial factor could be as high as possible. These trainings are
different from those offered to employees during the onboarding week, but are specifically
envisaged for employees, who struggle during their time at Google. But why is Google

so eager to keep as many employees as possible, even the low performers? The reason
is that Google is reviewing the bottom 5% quarterly, which would mean extracting 20%
of their employees every year. This would indicate that even though the hiring process is
meticulous, it is not working properly. Note that identifying that 5% of performers happens
outside of the formal performance management process.

How are Google and Netflix optimizing Performance Management?
So now we have analyzed, that Google aims to improve and develop its employees,
when necessary. Nevertheless, Google follows the upcoming specific rules to accelerate
the process of increasing performances, based on past experiences: First, Google sets
realistic targets by providing continuous positive, honest and constructive feedback face
to face. Second, the company uses this opportunity for shaping employees according to
its needs. This is usually less expensive than going through the hiring process once again.
Especially due to the fact that most employees need just a few sessions to improve their
management style or restore confidence. However, realistic goals need to be developed
in a predefined time, within 30 to 90 days. While those rules are primarily to boost lowperformance employees, even their coaches, the top performers, should reflect and
ask themselves, if they can simultaneously improve. How do your co-workers rate your
performance? Are you exchanging regular feedback in your smaller work groups? Finally,
Google mentions that performance is not always measurable. In fact, co-workers, who
are working in the background, can contribute a lot to the team and dedicate a lot of
time in obtaining a good working team spirit. These behaviors should be recognized and
rewarded, as well.
Besides those rules, Google identified, that by sending a checklist to managers
before their Nooglers’ (new Google employees) first day, they could increase Nooglers
productivity rate by 25%, if the manager respects the following points (Schneider, 2018):
1. Have a role-and-responsibilities discussion.
2. Match your Noogler with a peer buddy.
3. Help your Noogler build a social network.
4. Set up onboarding check-ins once a month for your Noogler’s first six months.
5. Encourage open dialogue.
By doing this, Google ensures that new employees would get fully integrated
within the team and perform well.

AND WHAT ABOUT COMPASSION?
LOW PERFORMERS POLICY COMPARED WITH GOOGLE‘S
Netflix’s approach is quite different from Google’s. Employees’ drive to always
seek excellence is being realized without formal processes. They have been hired for
their expertise and should use it, so that innovation does not slow down. Hence, the
company does not provide any trainings for its low performers. However, as we previously
mentioned, their radical transparency is used as a company-wide learning tool for not
repeating mistakes. By sharing information openly, broadly, and deliberately Netflix ensures
to only retain highly effective characters. Everything at Netflix circles around effectiveness
and excellence, which also implies that long working hours are not a relevant measure
of performance. On the contrary, working over time can be perceived as ineffective and
may result in employees getting mustered out. Also, too often it happens in companies
that high performers do not perform at their best due to mediocre co-workers, but at
Netflix, there is no deadwood. Even though those radical measures can be frightening,
Netflix’s employees are unwavering on their aim of continuously growing revenues, profits
and maintaining the elite aura of Netflix. These drastic rules work well for workers, who
demand consistent excellence in their colleagues.
Unlike Google and many other companies, Netflix does not pay bonuses or longterm incentives but pays top of the market salaries, with opportunities of getting paid
by a combination of cash and stock options. In addition, Netflix’s salaries are based on
market benchmarks and not on company performance. The company even encourages
its employees to regularly check their current value in comparable positions on the market.
By doing so, Netflix ensures to keep its employees satisfied.
Furthermore, Netflix appreciates past commitments by paying a generous
severance package to fired people, which generally contains a minimum of four months of
full pay.

Employees’ Reviews
Studying both company reviews by current full-time working employees, there
is clearlStudying both company reviews by current full-time working employees, there
is clearly a visible difference. Even though Google has much more reviews, the higher
average score of happy employees compared to Netflix is undoubtedly distinguishable.
While Google reaches a score of 4,5 out of 5, with 91% recommending Google to their
friends, and a 95% approval rate for Sundar Pichai (CEO of Google), Netflix possesses
a score of 4 out of 5, and 91% approval rate for their CEO, Reed Hastings. The biggest
visible gap between Google and Netflix originates from proposing Netflix to a friend section.
This can be explained by its singular company culture which is not a fit for everyone,
whereas Google is more supportive. Additionally, Google can be perceived as an example
regarding fair salaries. The company only pays its employees according to their position,
not due to their gender. In fact, according to its own internal pay audit, Google made an
adjusted payment in the past, because men got paid less than women for the same job
(Level 4 Software Engineers) (Dickey, 2019). Netflix is also currently fixing the gender wage
gap. However, some reviews mentioned that the culture deck only applies to those who
are not of color and they complain about not being taken seriously (Glassdoor, 2018).
Coming back to the difference between both companies, Google’s culture could
be described with the following leadership character dimensions; humanity, collaboration,
transcendence, and humility. Whereas Netflix’s major dimensions would be drive (to
excellence), integrity (due to their radical transparency through all their channels) and
accountability (by taking responsibility and accepting consequences in case of failures),
humility (always reflecting on employees’ mistakes and continuously striving to improve),
to ensure providing the best service to the consumer.

AND WHAT ABOUT COMPASSION?
COMPASSION AND PERFORMANCE

Reed Hasting’s philosophy
In the culture deck, the company explicitly states that “In the tension between
honesty and kindness, we lean into honesty”. Reed Hastings also says that in order for a
company to reach real levels of success, it must remove all the emotional components of
a decision, in order to be left with its logical components. And he is a CEO that certainly
does what he means. A clear example of this philosophy been put into action is when
Hastings fired Neil Hunt in 2017. Hunt, who at that point had been serving as Chief Product
Officer for many years, not only was one of Netflix’s very first employees, but he had also
created the algorithm that helps curate programming for viewers that is still been used
today (Ramachandran & Flint, 2018). Not only that, but he had been one of Hasting’s
close friends for decades. The reason for his firing, at least according to Hastings, was
simply put that times have changed and that one of his underlings, Greg Peters, was now
the better option for that position. Hunt was probably somewhat shocked, but he knew
Hastings better than most and understood that despite all those years of friendship would
not help him, if he found himself in the wrong side of his boss’ keeper test. That is just
the Netflix way. On several occasion, the company decided to fire managers that where
showing care towards their co-workers. For instance, David Burt (former Content Planning
VP) was fired by the former CFO David Wells for refusing to share information regarding
the medical condition of an employee. This retention of information was in fact to protect
the employee’s privacy regarding his sensitive situation (Ramachandran & Flint, 2018).

High on Compassion, High on Performance
We think that there is some merit in this kind of corporate culture, that is
unquestionable. After all, Netflix is the leading company in its industry. Many of us have
seen first handed how family businesses go through hard times or fail, because decisions
regarding certain entitled employees are taken with emotion, rather than with logical
objectivity. Nevertheless, we believe it is not a black or white type of situation. We believe
it should be taken care on a case by case situation. Most importantly, we believe that a
company can fulfill its fullest potential when time and resources are spent in nurturing
individuals’ growth mindset.
McAlone very eloquently stated in his article that Netflix values results a lot more
than effort. Even if you get an ‘A’ for effort while only get a ‘B’ in performance, you will most
likely still find yourself on the wrong side of the keeper test (MacAlone, 2017). This hinders
Netflix’s ability to use the growth mindset theory in its favor. The growth mindset theory
states that people with this mindset do not get discouraged by adversities, challenges, and

demanding environments; they actually see them as opportunities to develop new skills,
improve themselves and learn. They are the opposite of individuals with a ‘fixed mentality’,
who believe cannot develop new skills and instead think they have a ceiling when it comes
to learning new things. Studies led by Carol Dweck have shown that companies that
hire people with a growth mindset tend to be way more successful than companies with
fixed mindset employees (Harvard Business Review, 2014). Given how the Netflix culture
currently is, it would seem like its managers believe that all their employees have fixed
mindsets, because of how quick they are to axe their employees, often without giving
them a chance to fix their performance issues. It might behoove Netflix to consider that
being so quick to get rid of some of their employees rather than developing their skills
might actually be a disservice to themselves. They might be letting people go that with
better coaching could be great assets to the company.
As previously mentioned, radical candor is the coaching approach that combines
caring personally and challenging directly in order to achieve profound change in your
mentees. Achieving radical candor when managing employees should be a priority for
all companies since it is a proven way to drastically improve performance and overall
culture of a company. Netflix, as it stands, is more concerned with implementing radical
honesty rather than radical candor. The challenge is definitely there, since they are quick
to confront their employees. However, they do not seem to care personally about them
since they are quick to discard them in hopes of hiring a new ‘star employee’ to potentially
do a better job than them. This would fall under obnoxious aggression at best under
Kim Scott’s XY diagram. It is important to point out that starting with a new employee
from scratch does not guarantee that the team’s performance will improve from the getgo. It is a gamble. If done wrong you are essentially back to square one after spending
time and energy in hiring and training the new employee. Therefore, striving to achieve
radical candor with current employees to achieve a profound and meaningful change is
something that perhaps Netflix should consider.

AND WHAT ABOUT COMPASSION?
COMPASSION AND PERFORMANCE

Finally, we believe is relevant to mention that this corporate Darwinism, that
embodies Netflix’s culture, appears to be lacking core dimensions of leadership (Garvin,
Wagonfeld, & Kind, 2013). We believe that compassion and performance are compatible
and a good way of managing these two things is to strike a balance between the eleven
dimensions of leadership character. We believe that Netflix should strive to improve in a few
of these character dimensions. The most glaring underachieving dimension is humanity.
Given all the examples provided above, you can say that Netflix’s managers failed to
show leadership humane traits such as being magnanimous, forgiving, empathetic and
compassionate. Improving humanity would create confidence and resilience in others,
thus improving the working environment. Another dimension that needs improvement is
temperance. With Netflix’s excessive firings, it is easy to see some missed opportunities
to apply important traits such as patience and prudence. Again, these former employees
might have been able to turn around and be high performers, if they had been given
the chance to properly address their shortcomings. Instead they were treated as fixed
mindset liabilities. When you lack temperance you also bring down other complimenting
dimensions such a transcendence and drive which often need temperance and regulation.
We believe that if Netflix would make the effort to improve these leadership dimensions,
they would not only improve employee performances but also dissolve the ‘culture of fear’
mantra that some of its employees, and the outside world, tends to believe as real.

OUR TAKEAWAYS...

Analyzing Netflix’s culture, we have realized that it is crucial for a company to hire
based on cultural fit. The culture lived at Netflix might seem extreme for many, but the
company is fully aware of this and embraces it. By strictly employing candidates that match
the organizational values, Netflix uses culture as a tool to drive performance. Their way of
operating however comes with a loss of human talent. We believe, that the company misses
valuable opportunities, by simply laying off or not even considering potential high performers.
Some stars may not be shining at the moment, but how do you know they are dead? What if
they will shine even brighter than the rest of the stars, if you just give them time?
We must admit that even, if Netflix may (or may not) be our dream company to work for,
using some of their practices could actually be highly valuable. Just like Netflix is radically
honest with its employees using the keeper test, sometimes we need to be honest with
ourselves to understand, if we are on the right path to reach our fullest potential. Is my job
making my happy, or am I keeping it because it is just the comfortable way? Answering these
questions honestly can be painful, but they will ensure our well-being in the long-run.
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