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1

CAN ANYONE BEAT REED HASTINGS?

The moment modern television changed for ever can be traced back to one individual day: Tuesday, 16 January 2007. The reasonably sized DVD rental website Netflix, which had gathered around five million subscribers in almost a decade of business, launched a bold new service to its members.

Following in the footsteps of YouTube, Netflix would start beaming video directly to people’s computers. But unlike the Google-owned YouTube, the company would stream movies and television shows to PCs, building on its DVD business. Everything was quality content. Shaky handheld homemade cat videos were not included.

For the first time in 100 years of television history it was possible for viewers to pick what they wanted to see and watch it at the exact moment they desired. There would be no lengthy hours spent waiting for a movie to download. It could be streamed instantly. A strict TV schedule detailing when a show would broadcast no longer governed the lives of consumers. (Nor would they need to programme a VHS recorder if they were going to be out at the time a new episode aired.)

With one swift move, Netflix handed the power of television viewing from powerful networks and media conglomerates to the individual. It offered the ultimate flexibility in consumer convenience. Suddenly, it was possible to binge-watch every episode of an entire series back to back. And importantly for Reed Hastings, the charismatic CEO and co-founder of Netflix, it gave his company a distinct advantage over the competition.

The service wasn’t perfect by any means. There were only several hundred shows that could be watched over the internet to begin with, the quality was relatively poor, high-speed internet connections were a necessity and viewing was limited to PCs, hardly an ideal position to watch a two-hour-long film.

But six months later Netflix subscribers in the US had watched movies and TV episodes through their computers five million times. An internet television revolution had been started, and the traditional powers within the industry were left flat-footed. Since then, they have been unable to match Netflix’s technological offering and lost serious ground to the Californian company.

When Netflix moved into producing its own movies and TV shows five years later, it similarly upended Hollywood. The company’s huge chequebook has allowed it to lavishly buy top talent to star in its shows and hoover up unsigned productions that it has branded as its own. In the process it has won almost every single industry award possible.

Within a few short years, the company has amassed more than 150 million subscribers and is the streaming firm that everyone wants to beat. Now competitors are scrambling to offer their own rival services and draw in their own subscribers. The big question is: can anyone beat Hastings?

Over the last 20 years, Hastings has grown Netflix into one of the internet’s most dominant companies. From humble beginnings in a former bank it has grown to more than 5,000 employees spread across global offices, including Hollywood, Los Angeles, London, Amsterdam, Paris, Mexico City and Tokyo. On a single day at the start of 2018, people around the world watched more than 350 million hours of movies, TV shows and documentaries on his platform.

Yet Netflix isn’t a new phenomenon. Hastings started the business in 1997 after successfully launching (and subsequently selling) a software development company as part of a deal originally valued at $890m.

When Hastings founded Netflix, many of the technological behemoths that dominate online life today hadn’t even been dreamed up. Google launched a year after Netflix, it took another decade before the first iPhone was released, Mark Zuckerberg was just entering his teenage years and half a decade away from launching Facebook (2004) from his Harvard dorm room, Twitter didn’t start until 2006, and Uber wasn’t founded until 2009.

Netflix started out as an online seller of DVDs and a postal rental service – a business that’s radically different to what it is today – but at its core is a simple idea: provide people with entertainment and take up their time on a quiet evening or weekend afternoon.

Currently this takes place in the format of movies, documentaries and TV series being streamed across the internet to televisions, laptops, tablets and smartphones. It used to be solely through DVDs. Since 2007, streaming technology has allowed Netflix customers to pick what they watch, when they watch it and how they watch it. And the service is almost universal.

Netflix streams to more than 190 countries around the world, with operations missing from only a few. It’s not available in China (not through lack of trying), the Republic of Crimea in Russia, North Korea or Syria. In July 2019, Netflix had amassed 151 million subscribers, who pay to access its shows and help it to revenues of $4.5bn every three months. There are no ads on the service and more than half of its subscribers live outside the United States.

Since its earliest days, Netflix has operated a subscription model whereby customers pay a small amount every month to access video. At the beginning the subscription prices put limits on the number of discs that could be rented at one time – if you were willing to pay for it you could rent an unlimited number of DVDs in a month.

Now Netflix doesn’t set limits to how much a person can watch – it wants them to spend as much time as possible in its apps and viewing its shows. (Data limits set by mobile service providers may dictate certain restrictions, though.) If you want to watch a stand-up comedy gig at four o’clock in the morning or blast your way through a 12-episode series in one sitting then you can. (During the late 2000s, the company’s popularity saw the creation of the Netflix and Chill meme. The phrase became a synonym for inviting a date to a person’s house with the underlying assumption that sex could be likely.)

Since 2012, Netflix’s business model has evolved from a service that just operates over the internet to one that makes its own video content. It’s now no longer a company that solely purchases movies and TV shows from studios. Netflix’s catalogue of shows is dominated by its Originals – productions it has purchased the rights to exclusively or, in a growing number of cases, produced itself. The second Netflix Original – House of Cards, starring Kevin Spacey – cost Netflix around $100m per series, and by 2018 its overall budget for content had risen to a colossal $12bn and reports claimed it would have more than 1,000 Originals by the start of 2019. The movies and TV series are made in multiple countries around the world, and its shows have seen it scoop up nominations and wins in the Golden Globes, Emmy Awards and the Oscars. For the first time in Netflix’s history, in 2018 it was nominated for more Emmy Awards than HBO and in January 2019 it received its first Oscar nomination for the coveted Best Picture award. The title, Roma, ultimately did not win.

At the centre of all of Netflix’s success has been Hastings. The thoughtful leader has sat at the helm since the business’s second year of operations. Initially an engineer who started and sold a software debugging business, Hastings has had to learn how to effectively manage people and grow a company to a global scale.

Hastings has interests in politics and has been an education philanthropist for more than a decade, donating hundreds of millions of dollars to businesses and charities. Yet he is fairly private. His personal and family life are rarely talked about in the press – let alone by him. After decades taking questions from the press, he is now incredibly media polished, although he can be vociferous in his criticism of competitors and politicians he does not agree with. He’s battled with Hollywood, legislators, TV executives and their production studios, plus an ever-growing list of rivals.

His former employees credit him with honesty, intelligence and an eagerness to learn, and describe him as a person who values disagreement. They say he takes an analytical approach to decisions, can focus on data, and has the foresight to see future problems before they have arrived. Even during the early DVD-only days of Netflix, Hastings talked about the company’s future in downloads and streaming. People spoken to in the reporting for this book say Hastings will often ask them detailed questions about their work that they haven’t even considered, despite working on projects for months at a time. He is often one step ahead of all those around him.

Conversely, they say he can often appear to lack empathy and is highly competitive. During the two decades of Netflix, Hastings and colleagues have struck crucial deals with movie studios, TV broadcasters and hardware firms to promote the company, crucially getting the service in front of more potential subscribers. Some of its shows now get viewerships of tens of millions of people.

‘The dream 20 years from now,’ Hastings told WIRED magazine back in 2002, ‘is to have a global entertainment distribution company that provides a unique channel for film producers and studios.’1 That was achieved before the deadline but it hasn’t exactly been a smooth process, with fears for Netflix’s survival being a possibility more than once.

His biggest mistake came when he attempted to split the business into two in 2011 – one purely handling streaming and another to deliver DVDs. There was outrage. The split followed a huge 60 per cent price hike for subscribers, and just months after announcing the change Netflix abandoned the idea. In total, 800,000 subscribers deserted the company and its stock dropped by more than 50 per cent.

Unlike Google, Facebook and Twitter, Netflix has seen very few public controversies. Foreign governments haven’t been accused of infiltrating its systems, and its lack of advertisements means the data it collects about users is more limited than that gathered by its rivals. That’s not to say it hasn’t suffered privacy scandals: it cancelled a competition designed for members of the public to improve its recommendation algorithms after it became possible for people to be identified, and it faces regulators around the world that look to control or censor its shows. Like all of Hollywood some of the actors its productions have employed have been accused of sexual harassment or abuse of people they have worked with – the most well-known of whom is Kevin Spacey; it was reported dropping Spacey’s projects cost Netflix $39m – as a toxic culture reigned supreme across the movie business.

Perhaps Hastings’s biggest success at Netflix has been being able to ensure the company has survived. Its stock has consistently fluctuated as investors have speculated on which competitor may knock it out of business. During the mid-2000s Netflix fought an intense price war with Blockbuster as it looked to convert its failing physical rental stores into a flourishing digital business and catch up with Hastings’s lead.

While Netflix beat Blockbuster, the streaming age has introduced new competitors. Amazon has its Prime Video service, Disney has Disney+ and is in the process pulling its content from Netflix, Apple has its TV+ service, YouTube is increasingly moving towards highly produced programmatic videos, and there is the omnipresent threat of Hulu and HBO. Each of these competitors has prompted analysts to seriously question whether Netflix can survive in an increasingly saturated digital environment, and as a result its stock has seen occasional, short-term, dips in value.

But, for the time being at least, Hastings does not see any of them as his major competition. He believes there’s a place for multiple streaming companies and what will stop them all from growing is customers spending time on other activities that aren’t sitting in front of a screen. ‘You know, think about it, when you watch a show from Netflix and you get addicted to it, you stay up late at night,’ he told investors on an earnings call in April 2017. ‘We’re competing with sleep, on the margin. And so, it’s a very large pool of time.’
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