Netflix Culture:
Netflix 31t :
Freedom & Responsibility

BHSE




We Seek Excellence
BT KE

Our culture focuses on helping us
achieve excellence

BN RET B SRR




Seven Aspects of our Culture
A7 A E

Values are what we Value (fMEXNLRE TEATHEZRFMIZMAY
fHE)
High Performance (ER=%:%40)
Freedom & Responsibility (5B 1T)
Context, not Control (I1E=EE mIE=H)
Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{iminmes L5)
Promotions & Development (Z#151)
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Many companies have nice sounding
value statements displayed in the
lobby, such as:

REZ B ERZRRENITEIMEN, EW:

Integrity F &
Communication;Zi&
Respectz &
Excellence =il



Enron, whose leaders went to jail,
and which went bankrupt from fraud,
had these values displayed in their lobby:
ZARNE], SEREAM, RERBEMES, AENAKEERIEXERIAMEN:

Integrity F &
CommunicationiZiE
Respect=&E

Excellence=ii

These values were not, however, what was really valued at Enron
XEFIREAFIEE LA LN EIERNNEN) 5
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The actual company values,

as opposed to the

nice-sounding values,
are shown by who gets
rewarded, promoted, or let go

=N

ERYMEM A s T RYINMEN S 1E

= BB AR . #HIRFH A
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Actual company values are the
behaviors and skills
that are valued
in fellow employees

BEIEMMENEH 5 TFRERIT RAIREE



At Netflix, we particularly value the following nine behaviors and skills
in our colleagues...
ENetflix, FA4TAIEZAATOIEIS( 1A RITHMEREE. ..

..meaning we hire and promote people who
demonstrate these nine

RIRE A E AT T e s I IX 9Tt Firy 52 T
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Judgment
#1117 77

You make wise decisions (people, technical,
business, and creative) despite ambiguity
REXA, MR, XESHASCIFT -2 LRSS
HRE, HHAERMA]

You identify root causes, and get beyond
treating symptoms
{RERFISYIIRE, FHRKRPTE

You think strategically, and can articulate what
you are, and are not, trying to do

freesxiz L=, BEMZA, AENHE

You smartly separate what must be done well
now, and what can be improved later
{REEIREZBAME 0/ E B ML S FE N INSTR, MPLESER]
AR f BR



You listen well, instead of reacting fast,
SO you can better understand
RETRIF, MAFIRERLE., WIELIREEIZE
YFihIR R

. . You are concise and articulate in
COmmun|Cat|On speech and writing
;’gﬁ jj (RETRF S BB ix & 75 75 i

You treat people with respect
independent of their status or
disagreement with you
REARMOMEHE, TEENANSSD,
WAEENHFE RN

You maintain calm poise in stressful
situations

Eji ’ ;—(_li]}At,l-El—‘—l o+
VETELIY TEEZT, RMEEEEESR .



Impact
Alups

You accomplish amazing amounts of
important work
{REESTAIRZEZ T

You demonstrate consistently strong
performance so colleagues can rely
upon you

{RAN[E SRR 544 B AR AR TIERE S

You focus on great results rather than
On process

REELERMIFIIE

You exhibit bias-to-action, and avoid
analysis-paralysis
{RMeiF s H AMIFEE G
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Curiosity

410

You learn rapidly and eagerly
RRFEHIBEFY]

You seek to understand our strategy,

market, customers, and suppliers
ZHIBREASINEES. ™1z, AP FHNE

You are broadly knowledgeable about
business, technology and entertainment

WEXEL .. FARMIRRN TZIAA

You contribute effectively outside of your
specialty
IR B ZIMEBER IR L Tamk
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You re-conceptualize issues to discover
practical solutions to hard problems
{REEE MM S AT B ERR RV B R IR 2 18

You challenge prevailing assumptions
when warranted, and suggest better

I n nOVa’[iO n approaches
ﬁlj ¥ﬁ REEVRER AL, AR EFNAIE

You create new ideas that prove useful
ReElB BT R FBHRIEXE BN

You keep us nimble by minimizing
complexity and finding time to simplify
{REE@IPRIRERE, HEIREMAHIBINGIEN
RIT A EIREEHE



You say what you think even if it is
controversial

(R T AR T4, BEERTFIX

You make tough decisions without

Courage agonizing

— (RBEEE T e R R
>\

You take smart risks
{REEBRES i § [

You question actions inconsistent with
our values

{REEF A BA NMEMA—HITTA



Passion

You inspire others with your thirst
for excellence
PAIRRY 28 2 EE A

You care intensely about Netflix‘s
success
{RY LN EIRNBINR R T 0

You celebrate wins
IRIRNE BT

You are tenacious
RIR BTk
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Honesty
i 5T

You are known for candor and

directness
RAANNIRIEEER

You are non-political when you
disagree with others
(RAEEMAR R FIFE T ASIBUEN
Z2E

You only say things about fellow
employees you will say to their face

RAE Fef A

You are quick to admit mistakes
{REERIRAFCATEIR

16



Selflessness
T Fh

You seek what is best for Netflix,
rather than best for yourself or your
group

(R RV AXINetllixGz3F, MA R
23R E S MR/ NZ AR IF

You are ego-less when searching for
the best ideas
SAR—ERITIRELRN, RKBHA
ZEHBREHER

You make time to help colleagues

RIBRE B EBNE S

You share information openly and
proactively

{REEE SN BUh 7 Z 551

9»
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Seven Aspects of our Culture
A7 A E

Values are what we Value ((/MEVIZEE FFA 11 =F1E2 40
fM18)
High Performance (EXRS%5)
Freedom & Responsibility (5B 1T)
Context, not Control (|E=&EEmIEi=H)
Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{iminmes L5)
Promotions & Development (Z#151)

NIETIELTA 18




X8 —

Imagine if every person at Netflix
IS someone you
respect and learn from...
T, MRATNENEA—PRAL, RBLREAEESE, MEBEBMEIS EFRR
7...

19



Great Workplace is

Stunning Colleagues
R TEMMRERIAE — B ENEE

Great workplace is not espresso, lush benefits, sushi
lunches, grand parties, or nice offices

RIFN TEMEATET EFMEE. FERF. HAREE, BARXY
MESHAE

We do some of these things, but only if they are
efficient at attracting and retaining

stunning colleagues
BAE M LRSS, B RZREANXET 8BNS | B EILE

T OE 20



Like every company,
we try to hire well

MFZnel—F, BA15577454EE

ST

21



Unlike many companies,

we practice:
MFZREA—1F, BA1EIT:

adequate performance gets a generous severance package

22



We’re a team, not a family
BN TE, T2 THRE

We're like a pro sports team,
not a kid’s recreational team
BAIME N EWISEIRA, AR/ NZFIREK
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The Keeper Test Managers Use:
BEENRTRBML:

Which of my people,

If they told me they were leaving,
for a similar job at a peer company,
would | fight hard to keep at Netflix?

RFTHRIE, MRAASRRERLASIMEL

T, BREAZRHE

anfREERY?

24



The other people should get a generous severance
now,

SO we can open a slot to try to find a star for that role
MRAZE, BLARXFNATIHRNIRELMNZREAN, XERT
BE= iU+, NEIAKREIBRERT,

The Keeper Test Managers

Use: |
EEENA T AR

Which of my people,
If they told me they were leaving,
for a similar job at a peer company,
would | fight hard to keep at Netflix?
BFIMNRTE, IREAZFIRER 2 EMHE
UTIE, BMEAZRTRSHaniRER?

NIETIELTA 25




Honesty Always
IKITARIT I SE

As a leader, no one in your group should

be materially surprised of your views

EAGTE, 11E

BAF

FRY(EE]—22 Ak G AR AN

IZXSIRAO VS B2 AU IR 35
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Honesty Always
IKITARIT I SE
Candor is not just a leader’s responsibility, and you

should periodically ask your manager: “If | told you | were
leaving, how hard would you work to change my mind?”

RS RMSENEE, (EHRT, (FOEZEMENERNS: R
SRGHERE, WMRSSARE L ENRBH?

N ETELA 27



All of Us are Responsible

for Ensuring We Live our Values
BAIRE A#E RERARMEWAIELE

“You question actions inconsistent with our values” is part of the
Courage value

e EAINMER A —ENIT N RESIB—EN—E D

I:

Akin to the honor code pledge:
“| will not lie, nor cheat, nor steal,
nor tolerate those who do”

MBATREREEN = “BeAMgm, A, TMags, BEATEXAME
Ao

NIETIELTA 28



Pro Sports Team Metaphor is Good, but

Imperfect
EEEIARI LR, BRI

Athletic teams have a fixed number of positions, so
team members are always competing with each other
for one of the precious slots
BoABBEEMNMNENZE, FRARGERIIEN T ERNUEME
5%,

29



Corporate Team

B

%)

BA

The more talent we have,
the more we can accomplish,
S0 our people assist each other all the time

BARIEIBABE /TR, FRATIFRERISRIUBM BN, PRUAZAIRI AR R IRILEEES.,

Internal “cutthroat” or “sink or swim”
behavior is rare and not tolerated

RNEA R Z [ERIELITRHIEE DR, METEBR.
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We Help Each Other

To Be Great
A TELLEEBD, HERHT.

31



Isn’t Loyalty Good?

BB m?

What about Hard Workers?
RIS IFENI TR L?

32



Loyalty is Good
N IESES

* Loyalty is good as a stabilizer
BWMERESE—FEm

 People who have been stars for us, and hit a bad patch, get a near term
pass because we think they are likely to become stars for us again

LB NBER TRARIVERE, SBAIRIR, BARIMMARMIIRE I ESE RN
ANEATNRER T

* We want the same: if Netflix hits a temporary bad patch, we want
people to stick with us
BAIBESEIEMAFRER: ANRNetllixBIEEHEZE, BMHFER TIMBZZRES
£,

« But unlimited loyalty to a shrinking firm, or to an ineffective employee, is
not what we are about

BE, NT—TEMKBNAS, BN —TRERMERNARL, TRENSIHAIERAIMR
= ERY,

N ETELA 33



Hard Work — Not Relevant
#NE LE---HIEY) A

We don’t measure people by how many hours they work or how much
they are in the office

o BAERETZNNNIE, iBEZDARENIMZERENEZERTHEBARIFR
/o
We do care about accomplishing great work
- BARAEERETM T FHEARINIIERM.
Sustained B-level performance, despite “A for effort”, generates a
generous severance package, with respect

FEMEOBRIN I FimL, FNEEMBIALIINEE, REBEHREREA, BEESSH.
Sustained A-level performance, despite minimal effort, is rewarded
with more responsibility and great pay
o RIFARNITERIL, EBXRHEAWMA, BoBEEUEE, BUESE,

NIETIELTA 34




Brilliant Jerks

ANERTT

« Some companies tolerate them

. HEATERMA.

* For us, cost to effective teamwork is too high

s WTFEANMS, IMARESRITE

BARLER IR K

* Diverse styles are fine — as long as person

embodies the 9 values

« RIFSHMERINSRY, (BEX AR L ENHRoMNE

WL o
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Why are we so insistent on

high performance?
AT ABA N SRAEER L R 57

In procedural work, the best are 2x
NTFREFENIE, MAkRINRHES MG TA2ME,
better than the average.

In creative/inventive work, the best are 10x
better than the average,

NFeIFE/AIRRNTIIE, MARINREER —MRGTAI101F!
so huge premium on creating effective teams of the best
DAT5i4R 53 T 4B A9 & 3K ZIBA AR AR A KR Ft !
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Why are we so insistent on

high performance?
T AFA TN SR UL IR FF7?

Great Workplace is
Stunning Colleagues

RPN TR RE e dis=iEsEs,

i
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Our High Performance Culture

Not Right for Everyone
BANNSESREX M HIE B AR EIE,

* Many people love our culture, and stay a

long time
s TFR2AEREANNEN M, FERTRIKEE

— They thrive on excellence and candor and change

- IRA LN EINEf., ERFATMH MK,

— They would be disappointed if given a severance
package, but lots of mutual warmth and respect
- =R RMBEAREIKXE, BEFERLLZ BRI
BMEE,

NIETIELTA 38
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Our High Performance Culture

Not Right for Everyone
BANNSREX M HIE B A EIE

« Some people, however, value job security and
stability over performance, and don'’t like our culture

s o ANBELENZRETFSWEL, MEFASHEA]
R1E Ml 1L,
— They feel fearful at Netflix
— (" 17ENetflixS VR,
— They are sometimes bitter if let go, and feel that we are

political place to work
- WRILMTEAN, BEREMN=REEZE, BEEMNERMRER

J
/I:Io

NIETIELTA 39




Our High Performance Culture

Not Right for Everyone
BANNSREX M HIE B A EIE

* We’re getting better at attracting only the
former, and helping the latter realize we
are not right for them

» RSB — R AXLHE, BIEESRHERE, [E
i, BB EREIMREIXEAAEEMMA],

NIETIELTA 40



Seven Aspects of our Culture
A7 A E

Values are what we Value ((/MEVIZEE FFA 11 =F1E2 40
fM18)
High Performance (ER=%:%40)
Freedom & Responsibility (BHBMEE)
Context, not Control (|E=&EEmIEi=H)
Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{iminmes L5)
Promotions & Development (Z#151)

NIETIELTA 41




The Rare Responsible Person

Self motivating (E i)

Self aware (E%0)

*Self disciplined (E%%)

Self improving (EFiE7)

Acts like a leader (Z1[ENSE—fRI1TE)
*‘Doesn’t wait to be told what to do

s (FEFERIUEMSE)
*Picks up the trash lying on the floor
- (EmhIiER ERINIR)




BRI

Responsible People
Thrive on Freedom,
and are Worthy of Freedom

HERABIA

A

AE

X1 E

metK, BT L




Our model is to increase
employee freedom as we grow,
rather than limit it,

ANEIRRNENIEHATIBEHE, mIRRRS;

to continue to attract and nourish innovative people,
SO we have better chance of
sustained success
SENS|IEEECFBE®INA T, F5 8 EE 0 8EEEII,

44



Most Companies
Curtail Freedom as they get Bigger

ZANE-2 S UNCILE IR NTIE SN f Y Al =

Bigger

Employee Freedom

45



Why Do Most Companies
Curtail Freedom
and Become Bureaucratic
as they Grow?
P ALARZE AR KEEER TBHRNG RSN EREEFEL?

46



Desire for Bigger Positive Impact
Creates Growth
N FHARNEEESE T BIEMIEK

Growth

47



Growth Increases Complexity
I T 2~EINERE

Complexity

48



Growth Also Often Shrinks Talent Density
REEERRE T ATEE

v

Complexity

>
% High Performance Employees

NIETIELT 49



Chaos Emerges CE&ELH )

Chaos and errors spike here — business
has become too complex to run
informally with this talent level
CRELMEIRTIEXE, X PTATKEL, W
FREE MR gEAIEE NI SIBTT,

>
% High Performance Employees
(S EeIRmR B2 th)

N ETELA 50



Process Emerges to Stop the Chaos
imtE e I AS LER EL

Procedures (if2)

0 one loves process, but feels good
compared to the pain of chaos

=B AENME, BENRIALTRINBERLL, BIEiLA
RETIF— R,

e} D,

“Time to grow up” becomes the professional

management’s mantra
Ned AL WROERI T EERNIRGBANER, 5



Process-focus Drives More Talent Out
oA RIZ(E IR E BB 2 A

% High Performance Employees

= LR A 3 8 77 LERE R

NIETIELT 52



Process Brings Seductively Strong

Near-Term QOutcome
mIZ(EA S| KA BT RER

A highly-successful process-driven company
— T EERINNRIZIRENEL AT

— With leading share in its market
PRt Ry ™17 £ SRS/ 8N

— Minimal thinking required
NEZNFRZD

— Few mistakes made — very efficient
RDILtE---IrEe K 18

— Few curious innovator-mavericks remain
ROBUSFNEIFRE T RK

— Very optimized processes for its existing market
N FETIRE S ENARE

— Efficiency has trumped flexibility
R T RIFME

53



Then the Market Shifts...
FEEMIT

* Market shifts due to new technology or competitors or
business models

BT iR E M FREFME RN EI, miFE T,
* Company is unable to adapt quickly
EIpYNCIE N L SESEA]
— because the employees are extremely good at following

the existing processes, and process adherence is the
value system
EA R TINELRmENEENREZEEL, SRENKREZRSNEZ.

* Company generally grinds painfully into irrelevance
XIFEN A SRR E IR EE H &=



Seems Like Three Bad Options
MIUEENE =R

1. Stay creative by staying small, but therefore have
less impact
B ARG A NEMRZEIFEES], (BERREIKRETIZMM A,
2. Avoid rules as you grow, and suffer chaos
RARBIRIRTAIRILEN, AfFRELFTE .
3. Use process as you grow to drive efficient execution

of current model, but cripple creativity, flexibility, and
ability to thrive when your market eventually changes

SAREAKE, ERRERDIMERANEIINIT, SHIHEN
LS, RecHKMAEIFTEES] . RIEEMLSSEETI LML K,

N ETELA 55




A Fourth Option
SRATMIERE

* Avoid Chaos as you grow with Ever More High
Performance People — not with Rules

BEMEZSWEER TRERE, mIESIERN AR GREL
— Then you can continue to mostly run informally with

self-discipline, and avoid chaos
TR URAEE FEEBEMESFRIEEFISZEFNHT,

[B) B B S R &L

— The run informally part is what enables and attracts
creativity
RBBIERIFE—ER 0 BEIZ AR FIIR S | BlE 7

NIETIELTA 56



The Key: Increase Talent Density faster than

Complexity Grows
xS MBS RERANEERAATRE

57



Increase Talent Density
RAATZE

» Top of market compensation
A hinER SN

 Attract high-value people through freedom to

make big impact

ABRKS|ISMEAT =EE R

« Be demanding about high performance culture
st SN BERI R X 1Y,

N ETELA 58



Minimize Complexity Growth
BEREEKEER

* Few big products vs many small ones
ADEAR mEEHERZ Y™ @
* Eliminate distracting complexity (barnacles)
HERMEADERINERE (BRE)
* Be wary of efficiency optimizations that increase complexity and rigidity
ZIGRERMATROERENEMEIER

/V

\exity
. ~eg COMP
W ERE

Note: sometimes long-term simplicity is
achieved only through bursts of complexity
to rework current systems

T ANKBERCREBTIERARE
X E S BIE7 BETTRY .

59



With the Right People,
FXFHIAN—EE T 1E,
Instead of a
Culture of Process Adherence,

maERZIE SR,
We have a Culture of
Creativity and Self-Discipline,
Freedom and Respon3|b|I|ty

BRI MEIE S T eIFEHH B 1Z15H,

ML



|Is Freedom Absolute?
BHEEXTEZANE?

Are all rules & processes bad?
&P A RNFRIZER A2

61



Freedom is not absolute
BHEAEEXHY

Like “free speech™there are some
limited exceptions to “freedom at work”
FU“SitBHE"—#, “TEPNBEHE"BELMER

R9f5I S

NIETIELTA 62



Two Types of Necessary Rules
EPAE: S

1. Prevent irrevocable disaster
77 BHIEA AT #E B X3
— Financials produced are wrong
B2 F 1R
— Hackers steal our customers’ credit card info
REDNTENHENERFTS
2. Moral, ethical, legal issues
NTRREE. CEHAERDR
— Dishonesty, harassment are intolerable
AR, MHEIEME R ANEEDR BT

-~
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Mostly, though, Rapid Recovery is the Right
Model (K2HIERT, RBEIELZ ERIER)

 Just fix problems quickly
RIR(ZE 8]
— High performers make very few errors
EMEER THRMEH
« We’re in a creative-inventive market, not a safety-critical market
like medicine or nuclear power
B E—T eI, MAR— TRUEDSBEXERXFEULZEENE I
1%

* You may have heard preventing error is cheaper than fixing it
REFITIR D Rp EE IR EEIE E M ER

— Yes, in manufacturing or medicine, but...
2089, EHhEELEHIZAIRLE, {8

— Not so in creative environments
EeIFREL T BB AN,

NIETELLA 64




“Good” versus “Bad” Process
W RIEVS. A TRIE

« “Good” process helps talented people get more done
FRIEBRIATIRERZEE
— Letting others know when you are updating code
HIRTEF RS 1 EAD A XDE
— Spend within budget each quarter so don’t have to
coordinate every spending decision across departments

BT FEHREBINERS, XFEMARMEBETE 1= WAES
—Ex

— Regularly scheduled strategy and context meetings
T AT E ISR e INE =

N ETELA 65



“Good” versus “Bad” Process
1P RIEVS. AR
* “Bad” process tries to prevent recoverable mistakes

HmizE it ERE L AT AR E iR 1R

— Get pre-approvals for $5k spending
FEITNSCHEERI5000= £ HEE

— 3 people to sign off on banner ad creative
EINTAZFT AR ILNEE SEIE

— Permission needed to hang a poster on a wall
EiE LGB EEZRNTF ]

— Multi-level approval process for projects
I H Fr el Z BRI RS

— Get 10 people to interview each candidate
K10 AEZEINEB—TNES

66



Rule Creep
FLGETT

» “Bad” processes tend to creep in

N mAE e -

59N

— Preventing errors just sounds so good
BeiZ Il ta1x R 2 kA e

* We try to get rid of rules when we can, to
reinforce the point

BAIRAIE AR ENET, Mt TIFER,

67



Example: Netflix Vacation Policy

and Tracking
Zf: NetflixMEIIEFZ N EE

Until 2004 we had the standard model of N
days per year
B 22004FE, FN1E—TBENKEREIREMNRER
=T

NIETIELTA 68



Meanwhile...
SElidE LD

We’re all working online some nights and weekends,
responding to emails at odd hours, spending some
afternoons on personal time, and taking good vacations

—Eeik EAER, FNEFEILE, F£IF LVIRVRT(E)
ITBIRY N IR, AEMER

O

R, A

69



An employee pointed out...

.\ B2 = LU
| DA _L 1810

We don’t track hours worked per day or per week, so why
are we tracking days of vacation per year?

BNANERBRYEZEANTENE, ATABNEZEERESFIN
iRy JLKIE?

N ETELA 70



We realized...
1= 1R% T

We should focus on what people get done, not on how many days worked
BAINZRFANMME T 4, MAZRMT ZDK,

Just as we don’t have an 9am-5pm workday policy, we don’t need a vacation policy
BEABATZBANBRAN TENBIE, FHMEMAZTERANE,

NETELLN ,



Netflix Vacation Policy
and Tracking
Netflix( MM ENZSENEEZ:

“there is no policy or tracking”

28 NMRrm ERIRLE”

72



Netflix Vacation Policy
and Tracking
Netflix(MEEMENZENEER:

“there is no policy or tracking”

=8 MR,

EHIRE”

There is also no clothing policy at Netflix,
but no one comes to work naked
ZENetflixBEATHEEEEME, BHEBEANES FHRKLU,

Lesson: you don’t need policies for everything
2ol (RAFBZABHSIEE G EAN

73



No Vacation Policy Doesn’t Mean
No Vacation
XBEINMBEEAF T E RE

Netflix leaders set good examples by taking big
vacations — and coming back inspired to find big ideas
BITITIBIRER, NetfixBIMSRIRIL TRIFAVERE, ABESRBE LKL

AE
T

NIETIELTA 74



Another Example of Freedom and
Responsibility...
B RS SR E M —E5]F
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Most companies have complex policies around what you can expense, how you travel, what gifts you
can accept, etc.
ESR TR, Mtz AESAMREESE, ASHLTHRSHTESRNBIR,

Plus they have whole departments to verify compliance

with these policies
BiNE—ZBMEIRZEA T ESDEME 7 IXEEER,

76



Netflix Policies
for Expensing, Entertainment,
Gifts & Travel:

Netflix’ AS] X T1EH. &R, HRBANLENBEERE:

“Act in NetflixX’s Best Interest”
=t NCIE S E

(5 words long)

(—H71PF)

77



“Act in Netflix’s Best Interest” Generally Means...
(“BxEF el flm —AztE)

1. Expense only what you would otherwise not spend, and is
worthwhile for work (f2{iN1ZENE:, ENFAIE, MmEXENZEN
TIE, )

2. Travel as you would if it were your own money (i ZB & EEAR
B2/, )

3. Disclose non-trivial vendor gifts (35 & Z {1 EREALY, )

4. Take from Netflix only when it is inefficient to not take, and
inconsequential (R S AESFEVCEN AT Z25ENRE, AT MNAEIEZR
7, )

- “taking” means, for example, printing personal documents at work or
making personal calls on work phone: inconsequential and inefficient to
avoid("2"R2 8, ZFhR: AASIMNKEITENRMARNX Y, stE& A TEENFITAAR
&, )

NIETIELTA 78



Freedom and Responsibility
HHS&EE

« Many people say one can’t do it at scaleiF
ZANR— KL NEEFLERA XM A

* But since going public in 2002, which is
traditionally the end of freedom, we've
substantially increased talent density and
employee freedomM2002FF (] L LASE, 1%
RBESZLMEREEHNRLS, BERNENZD
R T AT EENGTHH,

N ETELA 79




Summary of Freedom & Responsibility:

BHSSRENG

As We Grow, Minimize Rules

BATARBER, IEHFHEREZRD,

Inhibit Chaos with Ever More High Performance
People

ERE ZE 55T RINFLRELRI T &

Flexibility is More Important than Efficiency

in the Long Term
KHEIRE, REMEREEAER

limh
JILLp
Al

=2



Seven Aspects of our Culture
A7 A E

Values are what we Value ((/MEVIZEE FFA 11 =F1E2 40
fM18)
High Performance (ER=%:%40)
Freedom & Responsibility (5B 1T)
Context, not Control (IE=&E1EmIEIEH)
Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{iminmes L5)
Promotions & Development (Z#151)
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If you want to build a ship,
don't drum up the people
to gather wood, divide the
work, and give orders.
Instead, teach them to yearn

82



The best managers figure out how to get great outcomes by
setting the appropriate context, rather than by trying to
control their people
RENEEETIRESENERMAENEZES G TAARZIRANSR.

83



Context, not Control
IBIREEMIEEREIR

Provide the insight and understanding to enable sound
decisions($2 il %< S IR 1 R e A BH) R E - )
Context (embrace)|EiIfEE (Z12H)

« Strategy/(/ii%)

» Metrics (54 )

« Assumptions({ &)

* QObijectives(|}r)

 Clearly-defined roles (Hff AL 5 [ K]

« Knowledge of the stakes (¢ X% 1 %1115)

« Transparency around decision-making(# % il  ih 175

AR
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Context, not Control
IBIREEMIEEIEEER

Provide the insight and understanding to enable sound
decisions($#2 {1l %¢ S g 1 RAE A FHH P E. )

Control (avoid)iZ#l (Zikie)
« Top-down decision-making (1 i st i)
« Management approval (& 1))
« Committees(Z: i 4)

* Planning and process valued more than results(i{ %17
BRI E = T 4521



Good Contextii =B =ETE

Link to company/functional goals- 1)\ 5 i & ThEe % B iniE < Bk
Relative priority (how important/how time sensitive) - 3175647 (=
LER/MNEZAE8)

— Critical (needs to happen now), or.../ REMER EFEAT)

— Nice to have (when you can get to it)52_EiREH (SREE]T)

Level of precision & refinementikiE+s = 4L =Rk
— No errors (credit cards handling, etc...), or. %%EE’J (SR F#E)
— Pretty good / can correct errors (website), or... 1B X i7a0/mT 20 E5E1E (W

i)
— Rough (experimental)ia#ing (SCH61ER )
Key stakeholders==ZIiE =7z A
Key metrics / definition of success= Z (915 #n/ 5 i il Lhim &
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Managers:
WEEE:
When one of your talented people does
something dumb, don’t blame them
HIRPNATIL TN T BENTEIR, A&,
Instead, ask yourself what context you
falled to set

Wk, fRAAZEEECS, EESRIRELIL T4

7
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Managers:

WEES:

When you are tempted to “control” your
people, ask yourself what context you
could set instead

SMER9DSH RN E T, 15la— FE
I+ A TBIEEY?

A

Are you articulate and inspiring enough about goals

and strategies?

NTBintlkls, (RESELMET 2u%/5MilE5aZEA

ILN?
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Why Managing Through Context?
jj1_|_ARJ § ‘ﬁ,ﬁ IE§'7

High performance people will do better
work if they understand the context

AR IR RIHIERT Y TIES, S
47 THE.
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Investing in Context

SEFIEE

This is why we do new employee college,
frequent department meetings, and why we are
SO open internally about strategies and results

TEHAZNER TSN,

Xt T 23 R T,
AR AT ABATEA SR T A BE AL 5

RALE

WA,
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Exceptions to “Context, not Control”
‘15 R EIEMIAEEH BIF IME)

« Control can be important in emergency =#|EEEES 21550
MMEEEZR
— No time to take long-term capacity-building view;% 7% B [E]
KEARBE I IR
« Control can be important when someone is still learning
their areaizfl| 22 E AKALTZIMEIFEEE
— Takes time to pick up the necessary contextiti (g ZH H
ZME=

» Control can be important when you have the wrong

person in a roleiz f| R R EdF AR IF R EE
— Temporarily, no doubtlzfiay, =ZFcEE0

NETFLIK .



Seven Aspects of our Culture
A7 B E
Values are what we Value ({/MEVZEEH TF{ 1= 124008

fH{E)

High Performance (iE%k5%:440)

Freedom & Responsibility (5B 1T)

Context, not Control (1E=&EEmIEEH)

Highly Aligned, Loosely Coupled (GAREI—Z1, #\BGES)
Pay Top of Market (Z{iminsEs1LH)

Promotions & Development (Z#151)
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Three Models of Corporate Teamwork

STEFIBARISFIET

1. Tightly Coupled Monolith
AR ENE e

2. Independent Silos
ZBABHE{EE

3. Highly Aligned, Loosely Coupled
IANB—E-TABGh E B
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Tightly Coupled Monolith (E %)

FEH ==

« Senior management reviews nearly all tactics =
frEEARNARSZIEMAEERII]

— e.g., CEO reviews all job offers or advertising
Blan: CEOHMGFRBERIBIEXESRE &

* Lots of x-departmental buy-in meetings
RENES AR

* Keeping other internal groups happy has equal
precedence with pleasing customers

LA A BRI RE S IR E
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Tightly Coupled Monolith (E &%)

* Mavericks get exhausted trying to innovate
RE BRI R B B /718
* Highly coordinated through centralization, but
very slow, and slowness increases with sizei# i
PRENEEBRGSE 1A, BERIFEEERIE, XFMEE
EENASIETIEK,
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Independent Silos (=)

« Each group executes on their objectives with little
coordination

FTHEMTSEERNE, EXREnE,
— Everyone does their own thing
= MNFiIN: {= Tt : S E =

* Work that requires coordination suffers
ERMEINTIFIL R B ERZ(H,

« Alienation and suspicion between departments
BRI Z BRI, (RUCHEST, HEREE.

« Only works well when areas are independent 255525417
RO\l SN BEIBHE #7
— e.g., aircraft engines and blenders for GE

NETELIY B+ GELEIRY S5 ZFIEER I Am LSS SR )
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#3 is the Netflix Choice
5 = Fh E Netflixg9i%&FF

1. Tightly Coupled Monolith

=hin fit]

2. Independent Silos

ES\TRgit

3. Highly Aligned, Loosely Coupled
INB—E X a8
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Highly Aligned, Loosely Coupled
INE—21, MAEGES

« Highly AlignediA[@—z

— Strategy and goals are clear, specific, broadly
understood
SESF BAn 2 APEM . ERF TZRIER

— Team interactions focused on strategy and goals,
rather than tactics
R\ B shERRT A BEFI B4R, MARMAK

— Requires large investment in management time to be

transparent and articulate and perceptive
FEARS=EE LAINELINXE20ER. ERMEaRdE
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Highly Aligned, Loosely Coupled

« Loosely Coupledir&iiEs

— Minimal cross-functional meetings except to get aligned on goals and
strategy
BRAEE N T BB mEE, SNRERDEIRESN NS,

— Trust between groups on tactics without previewing/approving each one —
SO groups can move fast
HERIASTERATEARTIE, TRHTHIUESE R, XIFERABEIRIRITEN,

— Leaders reaching out proactively for ad-hoc coordination and perspective
as appropriate
NSEEES BN BN S FHIEET 7,

— Occasional post-mortems on tactics necessary to increase alignment
B/RIVEARE B H AN B S1E R EN,
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Highly Aligned, Loosely Coupled teamwork effectiveness depends on
high performance people and good context
B E—HXMEERESNENIRBRTESHIAT A BNIEIRERE

Goal is to be
Big and Fast and Flexible
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Seven Aspects of our Culture
A7 A E

Values are what we Value ((/MEVIZEE FFA 11 =F1E2 40
fM18)
High Performance (ER=%:%40)
Freedom & Responsibility (5B 1T)
Context, not Control (|E=&EEmIEi=H)
Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{dmisgsILHE)
Promotions & Development (Z#151)

NETELLN .




Pay Top of Market is Core to

High Performance Cu

lture

AT iz e FHilE S 5L A0

One outstanding employee gets more done and
costs less than two adequate employees
— PN EHNATIEERTMMENG THEES, KEFED
We endeavor to have only
outstanding employees

AT REREG
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Three Tests for Top of Market for a Person
FI i B2 8% 53 T RIS

1. What could person get elsewhere?
X AR ATER B9t F 1S EINE?

2. What would we pay for replacement?
AT B ERNZ2S L2007

3. What would we pay to keep that person?
AT ETMUENBRRMLE S

— If they had a bigger offer elsewhere
AR B B ERSN
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Takes Great Judgment
el

* (Goalis to keep each employee at top of market for that

person

Hine®x 58— R LaELEA N H1HEENKFRITNIR

— Pay them more than anyone else likely would
Tt IEEE R 2 S) FIBEa RIEE S #rbil

— Pay them as much as a replacement would cost
FRER BN At 1P a5 16 2R AR/ S AT A D2 BN .

— Pay them as much as we would pay to keep them if

they had higher offer from elsewhere
MRANN A EIFHEITRIFME, REATE0H A% {01

N ETELA 104



Titles Not Very Helpful
XN ECEZNGELL
» Lots of people have the title “Major League Pitcher” but
they are not all equally effective
T2 AR REBRERF XA, BB AEEFRKE.
« Similarly, all people with the title “Senior Marketing

Manager” or “Director of Engineering” are not equally
effective

KX, PEENESEAMIPRIEYE TECDR NABAEFEIKE,
« So the art of compensation is answering the Three Tests

for each employee

FILCA, #FFENRORARMETEHNE— TR IEENIZ =18,
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Annual Comp Review

F [ #rEiE G

« At many firms, when employees are hired, market
compensation applies
EFZAEl, HSRTHEEBRANEER, IR ADTHIRNIEEBTER,

— But at comp review time, it no longer applies!
(B2 7T FHETLRIE R, MABITE 7!

At Netflix, market comp always applies:

£Netflix, E11=5Z28ILER:
— Essentially, top of market comp is re-established each year for high
performing employees
ARFERE, NFSERIAT, Mg ARFIMKESFEESERRH
AVA
— At annual comp review, manager has to answer the Three Tests for
the personal market for each of their employeest & = & Bl (&5 AT

m BEARTXY B CENE—1T R LEERIEI=1"18),
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No Fixed Budgets
ZEEEMANE
* There are no centrally administered “raise
pools” each year
FERBRESERTERIIFE
* Instead, each manager aligns their people

to top of market each year — the market will
be different in different areas

Hk, BT EESEFEECS NEIFHN IR

SIMSEER—2,
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Compensation Over Time
Pz B 35 B

« Some people will move up in comp very quickly because
their value in the marketplace is moving up quickly, driven
by increasing skills and/or great demand for their area
BEAFERKIFEREZR AN EMEAN TG LANEKIEE
1R, XEFFERENIREERIE KB ITE I A T KR,

* Some people will stay flat because their value in the
marketplace has done that

BEANFMMAR DEERNMNIEA DTG LS M IBIER )L
— Depends in part on inflation and economy

2o REAE T BRI EE
— Always top of market, though, for that person

REWLE, WFXPTAFRKR, EFBKFREARATETIIRSNS.,
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Compensation Not Dependent
on Netflix Success

A BURTF NetflixBI L IH

* Whether Netflix is prospering or floundering, we
pay at the top of the market
FoieNetflixBVER R, &SI HinmSEN.
— l.e., sports teams with losing records still pay talent the
market rate

BIan: (AERAMEMME KR LTS IRER T iA7K T AT il
— Employees can choose how much they want

to link their economic destiny to Netflix by

deciding how many Netflix stock options they

want to hold
AT ABIREIEA Z/ DNetflixBEAfN A, AREECE
%ﬁ%ﬂigﬂlﬁ B ST EI S HINetflix4 EE—#E,
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Bad Comp Practices
AEREA BN SE 2%

« Manager sets pay at Nth percentile of title-linked
compensation data
BIEERIEXT, REEDEHYNSE RN,
— The “Major League Pitcher” problem
S RIXBIRF 0],
« Manager cares about internal parity instead of external
market value
BIEE RO NS EAN—E MM IMEBA D HIZMNME
— Fairness in comp is being true to the market
AN E, FHEKENAFEEREEANEN.
* Manager gives everyone a 4% raise
BIEBALE T R L4%REE,
» Very unlikely to reflect the market
RATTE R TIZIER . o




When Top of Market Comp Done Right...
SRS HIIRERFS

* We will rarely counter with higher comp when
someone is voluntarily leaving because we have
already moved comp to our max for that person
BATRMDMERBE R TIEANESHEMMIEZEENRIR, EN
BAIE2RENEEMESITE,

* Employees will feel they are getting paid well
relative to their other options in the market
M1z ERENEMIREFERLEE, (IR T FMmIIey
N AN
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Versus Traditional Model
FEFARIVITEE

» Traditional model is good prior year earns a raise,
independent of market

RHERINE EERW ST NG, TEMMaNEiie

— Problem is employees can get materially under- or over-paid relative
to the market, over time

B)@E R TREMR EFRARTEE S THiaMi&a0# i

— When materially under-paid, employees switch firms to take
advantage of market-based pay on hiring =L G KT HiaiN1E, Biam T
ST DRERE T i M A& R 7B

— When materially over-paid, employees are trapped in current firm=
MBIHESTHENS, RAIMSBEINAS]

« Consistent market-based pay is better model
FEME T HIgMgHEHFNERIFIER
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Employee Success

51 THIRKIN

* It’s pretty ingrained in our society that the size of
one’s raise is the indicator of how well one did the
prior year=E {1t E, — TR INHREESE L —FE W
SIFARIIE R RS, XELERARF BRI

— but for us the other factor is the outside market
BENTEINFKIR, Z—TREREIMNBHIANARTLS

« Employee success is still a big factor in comp
because it influences market value 5 T {955 Ik
REFHNEBERE, BANCEINT HHNME

— In particular, how much we would pay to keep the
personssxslE, HMNEENE T —TARZSD?
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Good For Each Employee to Understand Their Market Value
1M aITHERCHTIIMERETFS

* |t’s a healthy idea, not a traitorous one, to
understand what other firms would pay
you, by interviewing and talking to peers
at other companiesi@it = EE A SR T #E3IA
SEZVERERES, XB2— 1 REMIES RV

— Talk with your manager about what you find in
terms of compFI{REY_E %% (R #H Bl E R &
— Stay mindful of company confidential

information
XA RIEIRRITE W
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EfficiencyXXFH

 Big salary is the most efficient form of comp
= e B A RN EEMAZ =V

— Most motivating for any given expense level/t @A ENEHT, SHs
=N

— No bonuses, no free stock options, no philanthropic match;zE%
B RENEIN, REEESLE

— Instead, put all that expense into big salaries, and give people
freedom to spend their salaries as they think bestifx i, EFREZER

RE[GERFTASHENE, LFaTREECNEREEF/KNEH

« Health benefits: employees get $10k per year
— If they choose Netflix plans that are less than $10k, they keep the
difference
— If they don’t need benefits from us, they keep all $10k
— CEO or receptionist: everyone gets $10k for benefits
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Optional OptionsHA1X

* Employees get top of market salary, and then can
request to trade salary for stock optionss T1SZI| A )™
17 ENESTE, AT AR KL L5 e I EIX

« Some people take all cash, some people request half
their comp in optionsGHI N\ EEEZEE, BAZRE—
3 T 25 5o R AR HATX

— Both are OK@fh#[ % o) 2

* This is consistent with freedom and responsibility,
and lets employees decide how much risk/reward is
comfortable for themXEX BB S5 FHZEVER, Bibi TR
E B o R ZARIEE LIXEL/[ElH
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Details on Stock OptionsBATNZH 5

« The options are fully vested and are 10-years-to-exercise options, independent
of how long one stays at Netflix2fi 5 10517(#E, ME—2 &AM G T5REHE
8, MEAMEF, TieX 7T 5 IENetflix TIE T 28

« These fully vested options are granted monthly at the then current stock price,
so employees get price averaging on their exercise priceiX %t & T 5T &5 G HIEA
MK STz EMBIR B &K, Eita TRRITERNA I IRIRF]

« These options cost employees less than half of what such options would cost in
the open market, and are from pre-tax salary, so are a great deal 2A1 iz B2

Mg —FIMSELRn T, MESAMBEIIRZWE, FALETXNATEFAY

X5

« Employees can change their option request annually 72 T &5 [ 0] DAZ SR 425 Ef
X ELEN

« Options become valuable only if Netflix stock climbsl7E Netflixfg i E17, EFFY
TEBME
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No Vesting or Deferred Comp

BN LGN E TR T &#

 We don’t want managers to “own” their people with vesting - all
comp is fully vested¥ (1 #EEEE BT A TENAZEGIA T, A
| 2 & T &

« We want managers to be responsible for creating a great place
to work, and paying at the top of market# | 1Z R EHEE 15 E i
RN TR, XfIhiasee LHE

« Employees are free to leave us anytime, without penalty, but
nearly everyone stayss: T o] AFE(EEIBHEEZER, ToHEEmTIE, (B A
TZIRILVFRBA#E T FEK

« Employees stay because they are passionate about their work,
and well paid, not because of a deferred compensation system=
TETERNEREMNIN TEERIE, HFMFEER, MARERAE —TER AT
ZNARL
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No Ranking Against Other EmployeesftEH
FRFMA T

* We avoid “top 30%” and “bottom 10%” rankings
amongst employeesi ({115 % & 17 1930% "5 & “& Z= 1Y
10%" XIFFR KR E 5 T

 We don’t want employees to feel competitive with
each otherZ {1 " #FE 7 TRGEIFIE Z B2 5 F R A

« We want all of our employees to be “top 10%”
relative to the pool of global candidatesFi{ 1% %7
TEMENEEPN RIFRI10%”

« We want employees to help each other, and they do
BA1HE R TRIEEED, M 1teavssEsEl 7
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Seven Aspects of our Culture
A7 N A E
Values are what we Value ({/MEVE T3 1=

fH{E)

High Performance (iE%k5%:440)

Freedom & Responsibility (5B 1T)

Context, not Control (1E=&EEmIEEH)

Highly Aligned, Loosely Coupled (IA[E—%, #ABGES)
Pay Top of Market (Z{iminsEs1LH)

Promotions & Development (EHHFIR1{<)
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In some time periods, in some groups, there will be lots of
opportunity and growth at Netflix

RN, ERERINA, ASINBRFERENNSHAREE

Some people, through both luck and
talent, will have extraordinary career

growthBEBEE /X EEINA, SIRER
EFENRRAEER R

NETHLLY .



Baseball Analogy: Minors to MajorsisIkstt
INEXBEFIKEAER

« Very talented people usually get to move up, but only true
for the very talentediF £ 57 LI AEEEEIEF, BEULEX L
BEETENARIRZEIXTF

« Some luck in terms of what positions open up and what the
competition ISELZSE2MAETAMLETR, SEENEMESE

« Some people move to other teams to get the opportunity
they wantf L8 A5 21 B FIIAIR1S T TP Z RS

« Great teams keep their best talent{® A a9FIPA R 40T H LAY
AT

« Some minor league players keep playing even though they
don’t move up because they love the game7s L/ Bk EEpYEk 52 B
BRI HAREITIK, RRESMIIRE XTI
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Netflix Doesn’t Have to Be for Lifef~ihATENetflix
R—EF

* In some times, in some groups, there may not be
enough growth opportunity for everyonest 5 LEq 1z,
FREHRN, P BERBZHRRINSEETA

* In which case we should celebrate someone
leaving Netflix for a bigger job that we
didn’t have available to offer them#ixitign
T, BANINAZ A FELE A B FNetflix{SEI BT T EMmKRM,

ANBANFBEEN A NG

— If that is what the person prefers#l 5 X233 AFT
o EBRYTE
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Two Necessary Conditions
for Promotionff#HEREYNE S

1. Job has to be big enoughT{EhT BB EE
— We might have an incredible manager of something, but we don’t need a
director of it because job isn’t big enoughF (| Jth i FfE FLEE S A EEE
22, BERUNRXTIEAEBEEZNE, BIIAMEELZA—TEER

- If the incredible manager left, we would replace with a manager, not
with a directortl £ XM ESENEEEF T, BT TMNEE, mAE—"7

A s
onNnm

2. Person has to be a superstar in current roleiX ™ AisZi7E
MAENRKAULENTEBRIBE

— Could get the next level job here if applying from outside and we knew
their talents wellZI SRZL( TMIMNEEH—TEFE 7 FAOAZR, X1 AR
EFES—TRERNIIE

1. Could get the next level job at peer firm that knew their talents wellZl13[E
WS FEMRIZ T+, eI MERESIESEXNIENS
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TimingBd 4,

* |f a manager would promote to prevent an
employee from leaving, the manager
should promote now instead of waitingui5
— P EEET BT AISRELE—AINESE, BAXTD
BEEMIZIEMLE X T R THERMAEEF T

 Both tests still have to be passedlA >l
IS 2 BT

1. Job big enough T {E 22 5%
2. Superstar in current role7til 5 5 (I 2B HE
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Development & &

* We develop people by giving them the
opportunity to develop themselves, by
surrounding them with stunning colleagues
and giving them big challenges to work onZt
TEdL TR TERAEBNISE, REBE—RFAL
EENAFEENEMNAR. BFE, BaFPM1EEX
AP EN 283t
— Mediocre colleagues or unchallenging work is

what kills progress of a person’s skills* J\LFI[E
FREEX R TAEIE R ARSE G T TERBERITTX]

NETLIK .
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Career “Planning” Not for Us

B “HE R R B AR

* Formalized development is rarely
effective, and we don’t try to do it/fZ2z( 1t

T ABRWRIRRD =R, BEMEA=EI
A1

—e.g., Mentor assignment, rotation around a
firm, multi-year career paths, etc.ffl7]: S/

MINB#ES, AN, FNREABESS
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We Support Self-Improvement
BAZ 5B ERH

* High performance people are generally self-improving
through experience, observation, introspection,
reading, and discussion s Zi3 A7 A ZEEEIT 250 . W
2. NE. RhEAhTIeBRiET

— As long as they have stunning colleagues and big
challenges to work on R Z i iR HH 7k A —EE[E =40
B 9% KRN TIEREA

— We all try to help each other grow#:(1f775 A£(%% 111
BEEIN A

— We are very honest with each other#{1F15 AZFXT 1
IR ST
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We want people to manage
their own career growth,
and not rely on a corporation
for “planning” their careers

BEMNHER TERMMNBCHNIER, MAZMKEBIT LSRR RIIeERlE
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Your Economic Security is based on your Skills
and Reputation

ERVEMIREEKENAmRFZL

o

{REVETTR

We try hard to consistently provide opportunity
to grow both by surrounding you with great talent

BANMRENFERHENS, ERRTIREERIZR
A B HE AR
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Seven Aspects of our Culture

AL RI71™ 75 T[] [
Values are what we Value (1MEVIEE T3 1=

fiME)

High Performance (ER=%:%40)

Freedom & Responsibility (5B 1T)

Context, not Control (|E=&EEmIEi=H)

Highly Aligned, Loosely Coupled (AE—21, MEGES)
Pay Top of Market (Z{imitamEes5)

Promotions & Development (Z#151)
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We keep improving
our culture as we grow

BEEBAMIMK, BAHFERABAIRIRILIE

We try to get better
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