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The Courage to Cannibalize - A Case of Poor Decision Quality



"Most people overestimate what they can do in one year and underestimate
what they can do in ten years." Bill Gates.

In 2007, Netflix was a successful DVD-by-mail company with a market
capitalization of approximately $3 billion. Its red envelopes were familiar to
millions of American households. The DVD business was profitable, growing,
and seemingly secure. Blockbuster, the company's primary competitor, had
just declared the DVD-by-mail threat 'over.' By conventional business logic,
Netflix should have focused on optimizing its winning formula.

Instead, Netflix made one of the most consequential strategic decisions in
modern business history: it bet its future on streaming video. A technology
that would directly cannibalize its profitable DVD business. The decision
seemed almost reckless at the time. Broadband penetration was limited.
Content licensing was uncertain. The technology for smooth video delivery
barely existed. Yet Reed Hastings and his team saw something competitors
missed: a future that made their current business obsolete.

The Temporal Frame

Netflix's genius lay in its temporal framing. While competitors asked 'How do
we optimize our current business?', Netflix asked '"How will people consume
entertainment in 20207?' This thirteen-year horizon changed everything. From
the 2007 perspective, DVD-by-mail looked healthy. From the 2020
perspective, it was obviously doomed. The frame revealed what present-
focused thinking obscured: the streaming future was coming whether Netflix
led it or was destroyed by it.

This temporal discipline enabled decisions that present-focused competitors
couldn't make. Investing billions in streaming infrastructure when DVDs were
profitable seemed foolish in 2008 but prescient by 2015. Cannibalizing DVD
revenue to accelerate streaming adoption seemed suicidal quarter by
quarter, but strategic over decades. Original content investment, beginning
with House of Cards in 2013, seemed extravagant until it became Netflix's
primary competitive advantage.

Blockbuster's failure provides the counterfactual. The company had the
resources, the customer base, and even the technology to compete in
streaming. What it lacked was the temporal frame that would have revealed
streaming's importance. Blockbuster optimized for the present; Netflix



optimized for the future. The results speak for themselves: Netflix is worth
over $150 billion; Blockbuster no longer exists.

Assumption Testing at Scale

Netflix's decision quality extended beyond framing to rigorous assumption
testing. The company identified critical assumptions underlying its streaming
bet: bandwidth would improve sufficiently, content licensing would remain
available, consumers would initially accept streaming quality limitations, and
original content could compete with studio productions. Each assumption
was treated as a hypothesis requiring validation, not truth requiring defense.

The House of Cards decision exemplifies this discipline. Netflix didn't
assume original content would work; it tested the assumption with
unprecedented rigor. The company analyzed viewing data to understand what
made content successful. It identified specific elements. David Fincher as
director, Kevin Spacey as star, political drama as genre, which, according to
the data, would resonate. It committed significant resources based on
evidence, not conviction. When House of Cards succeeded, Netflix had
validated assumptions enabling confident scaling of original content
investment.

The BRIEF© framework's Ignoledge®© pillar captures this approach. Netflix
maintained calibrated confidence and conviction when the evidence
supported it, humility when it didn't. The company didn't assume streaming
would succeed; it systematically built evidence. It didn't assume original
content would work; it tested before scaling. This assumption discipline
enabled bold strategic moves with managed risk.

Velocity as Competitive Advantage

Netflix's decision quality included exceptional execution velocity. The
company pioneered continuous deployment. It releases software updates
thousands of times per day rather than quarterly. It democratized
experimentation, running thousands of A/B tests simultaneously and learning
in days what competitors took quarters to discover. It compressed feedback
loops so that decisions could be validated or revised rapidly rather than
defended indefinitely.

This velocity created a compounding advantage. While competitors debated
strategic options, Netflix tested them. While competitors planned initiatives,
Netflix launched and learned. While competitors protected existing



businesses, Netflix cannibalized its own before competitors could. Speed
became not just operational efficiency but a strategic weapon. It is the ability
to learn faster than the environment changes.

The Personal Application

Netflix's lesson extends beyond corporate strategy. The temporal frame that
revealed streaming's importance operates with equal power in individual
lives. The professional who asks 'What skills will be valuable in 2035?7' makes
different development investments than one focused only on current role
requirements. The individual who asks 'What health will | want at seventy?’
makes different lifestyle choices than one focused only on present comfort.
Temporal framing transforms decision quality by revealing what present-
focused thinking obscures.

The Decision Quality Platform explicitly develops temporal framing capability.
Assessment reveals propensities toward present or future orientation, short-
term or long-term optimization. Development pathways build the discipline
of examining decisions across multiple time horizons, testing assumptions
about how the future will differ from the present, and maintaining execution
velocity that enables continuous learning. Netflix created $150 billion by
seeing a future that its competitors couldn't see. That capability of temporal
framing paired with assumption discipline and execution velocity, is

MESSAGE:
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