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“Tony Hsleh Is a vise uy Sinceraly.
e wisest and most
business  loads
mocdem age. This insight book s just
an_erjoyable
Iseucion manial o o s st
oty comparies crste, vabe and
Tappiess t e s
D Contey s i CEO otice

Hospialty and autor of Poac How

‘Companies Get Their Mojo from
Masiow

“Tony Hieh has dons a huge amount of

o peyest

“When you focus on increasing he
happiness of your _employess,

bbins, aubor of Unlimited
Poner
andt Awaken the Giant Within

“This book could start a revaluton! Tor
e snows P s can sraatcaly
increase your piness—a
Sucoess—y rsasng 0 papness of
those around yo

= arshal Godsmith, autor of Mojo:
Hoio Gat . Houts Koo 1 Houlo &t

Back I You Lose It

i bookiketaes o arycf Zppos

Unversiy ofVirgnia,and alor o 156
Happiness
Hypothsis:FindingModem Tt in
iont Wisdom

Ton i is o i s of 8 row
of

working.  DELVERNG.
FAPPINESS s a book rat tels an
iness story—buiding a

less than 4 decade it a0

needs of hs employees, 5o theyre
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works. o
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Theres a diferance between knowng the
and walking the path.
—MORPHEUS, THE MATRIX



Breface

10 boon an entroprenou for mostof my o, |

nded
whichwas $34'0 Micwman 1658 oS358
millon

n 1999, 1 got imolved wih Zappos as an
adviser and investor, and everdually became
CEO. We grew the compary from amost o
sales in 1999 o over $1bikon in gross

.

ing many of the sar
misakes thal Ive made. | 350 hope tat s
book il as

ostabishec

enepraneirs who wan o dey comendoral

" e i o a0



How  This  Book Is
Structured

i booklsdded i e s

Second saclon. “Profisand

al Zappos for taking tings ©o

complle stiogapy As s, | et
mentioned ributad o
ayod a1l o Mo 1 ha rs ks
Fave boen way 100 many names for eaders

ck of and remember) The




Encing My tay.

Wou Ithougrt o mysell.
was packed. s on siage at
our akhards meetng, looking over a crowd

pos, we had colectisly come up
with our oun sal of ten core values. Those

us together, and were an
important part of te path that led us fo ths
moment.

Looking over the croud, | realized that

dissipated, befor tme siopped sianding sil

1diontknow wy. st knew | nesded 0 know
my patn began

And then, right before really retumed



and time started moving again, | figured it out.
Wiy path began on'a worm fam.
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Worm Farm

First, they ignoro.you, then they laugh at
you

hen they fight you. then you win.

ZGANDHI

fm prety sure tat Gandi had o idea who |

have used the same quote o inspire me lo
become e urier o o sclr i o

Ur'bnunslem Gonci i st by my

cn\ld simer oty and make o of i baby

L p——
yoks and dump them on op of my worm farm.

of the eg yok. e worms were eating
g9 yoks, ten that meant that my brothers
and \ers oy eating he ow-cholesterol 6ga
. Ny mom was always making suro
ting hings . might raise our
cholesterol levels. | think maybe she saw a
segment on the kcal Jestorol
hatfroaked her outone nght.
‘Afer ity days of s on
190y die, | decided 1o chock on
their progress, so | dug trough he mud in e
mfarm o See if any baby ca
been borm yet Unlorunatey | did ind any

 worm box. Every single

hed_apparendy

escaped rouan i cicken e bat s ot
‘worm een

caln by s hat were atacied o

ly bugeoning wom _empie was
offiay out of businass. 11k my parenss thal

oncouraged ma. with N perspeciive on
failse:

ailed my way o success.
THOMAS EDSON

He s rosaby (0 busy workig on
ofner s, though, because, ike Gand, he
v o oy oy ks o oy wers
100 busy hanging out withach oher.



Growing Up

My mom and dad_sach emigrated from

frefies. Eaty memories are always a b,
but Ibaeve those were a separ
memories, as | nd i unikely hat 25 3 two-
Jearoid |'would have been abie 1o actally
catcha fray whil In midar
When lwas five years ofd, my dad got a
Job in Calfornia, so we al 2
ounty, whieh 15 across Gate.
iidge, just norh of San Francisco. Wo fved
in Licas Valey. O house was aboul a

sac v ab i s
accomplishments. That was ust part of he
Asian cufuro: The accomplshments of the
chldren wera e trophies tat many pareris

atoge wa
accomplshments: Geting good grades, any
e of award or pubic recogriton, geting
'SAT scores, or being part of the
Schoofs math leam counled 9
most important part of al of 1S was which
col id_ended up_atending.
Hanard yieed the most presigious
bragging g
Category care
accomplshments: Becoming a_modical
for or getting a PID was soen as

cases it mean that you coul go fom being
‘W Hoioh 0 Dr_Heloh

alegory 3 was musical instumant
astory: Aostevery Asian chld was frced
o lear eiher piano or voln o boih, and

for parents to compare their Kids Wit each

My pareris. st e o oter Ason

weekday, and an hou per Instuument



experionce the vacalion part of summer
vacaton
S0 | figured out a way 10 sil enjoy my

(Hopsfuly my mom worit get foo mad
‘when she reads this. | shoukd
hor back for al the monoy she spert on my
plano and violn essons )

Wy parts, espocialy my mom ad hgh
Topbs | woud evnialy 30 o medial
Schoa of gt a D, They beteved tat
o o v ot iparrt
Yoo oty i ceoady mappe o soemid
g i

et e s o vy

maih, | figured out that my pay worked out 1o

1 quit my paper route and decided o
make my oun newsletr nslead. Each issue

ot my m
Sotors com o Ths Gomor g s e
ifhe waried 0 buy a fullpage ad in e rext
issue for 520.

n bo said yes, | knew | was on o
someting. Al needed o do was 0 sel four
i which vas

5 that wers next door o the



barber and asked if they wanted to advertise
in what was sure fo be the next nevwsletor
sensaton 1o sweep the country,or at east the

o, bu they said it n the

were neving out of el uch morey.

ly brother Andy and | used t look forvard o
overy Issuo of Boys' Lile magazie oach
morih and read it cover-o-cover My favorie
section was at the very bock—a cs

ors of i
‘cam by seling greeing cards. & scemed so
e e oor

1 went back home 1oty fo tirk of a
business idea that had ess seasoaiy o t

n clmentary school | ag 3 bost fend

remed Gustay. We tsed o do evenyting
Togover pangi ot 5t sachover s e
p for our parer

was_short for sof-addressed
stamped envelope”) and whatever up-io-a-
lar payment they were asking for, if any

Gus wer
ordered al the tems tnat we thought were

cool
‘Aflr my tenminul stnt a5 a door-o-
door Chrisimas greetng card salesman, |
back home o read trough the

o soo any ol comaio
ing photo pinon

maling Sdarecs FSEK was my soce coda

o send ina photo, a SASE, and 1. | woud
tom i ino 3 piron buton, and then send it



back in the SASE. My profit would be 75
der,

A couple of morihs later, | received a

next edilon of the book. | parents |
ad o order the $50 butonmaking Ki. plos
spend anotner S50 for part, but that |

hol
bsmnrrmaklrv Kt and pars as more of a
rd for tat

1 o ot t g0t a copyof

5200
oink v e Kenen oo was ot
was possibla 0 run a successful business by
mal orer, wibou any faceoface

order business that | was more passionals
about

1 idnt know it at he ime, but the bution
business wes going {0 become a family
erierprise. A few years ater, Ancy passed

vimrin Tt ere 10 mor i o pass

ek, ik e shoud have ad
abetir successionpan



Dialing for Dollars

Iemamber kg pat o s day of igh

colege appiton m "midde, somool 1 ad

computer

ming on my ov and enfyed 1 501
Fedoearo st oo asca.

b.nnm @ of the day, rot the oke of the

sarted st tying o il random

minde and that the senice was for a
iy 1was 0 by the recording thal f | was
under twerty-one, then | shoukd hang
immediataly.

0 of couse | didnt hana w. My



e e
the_phoneand

sared aking 16 me n a suty voice, i
* she sald. “Are you feeling sexy rght

fo, s corainy soemed 1 be a bt

i had any clue what we were up

v on ono cay 23 wo all atered
Guring unch Pour, e wero suprised it M.
ey etier 9010 ch o Mayoe sho
red some work [ fish o

GRcidod o ke e computer  ca L 885

looked up at her. “Han 3
making phone cals fo 976-73997 1 st got
s phone bil and it says that in the past
marih, over tvae hundred phore cat
made fom the modem o that numoer, | ust
tied caling the_mumoer and
compuler answering”

We all ooked at each other and the

Jooked o er and shugged s nocenty s

be some sort of mistake.” 1.
Goro concaded. 1 call e phone compony
and got them fo remove al te charges. |
dont ks oven umany psil o make
hat many phone cals” Litle did sho kow of
our superhuman abltes.
i the 610 of computeriab-
unch cub,



Classic Economics

Compuer lab shenanigans aside, 1 tied 1o

hat, oven in school, it somet
1k isks and ik outside the box.

O o my eappir mmris nih schoo
when of seaina

Somooncs. Linch g e vas

ool e s o o Caetone

T rot su Pow someons's unc
card wound up in my pockel My best guoss
is hat the cashior probab bac
someone’s nch card by accident on
previous case, | p before
the Judicial Council which was ike 2 mii ury
corsisting of the school president and soma
members of the fac

1vas gi oruity 0 present my
case, butIdidnt realy have a case because |

4 1o idea unch win
my pocket. hstead, Session

beleved me, and | was susperded from



school for a day, which went on my official
e rocor. o dor e for a tme |

wity
he lsson tat somelmes e th alone isnt

o prosentation of
st as imporiank as the tnih. konicaly, our

1dion't ool very boautul that day.

schaolelaled_actites, my
Mggsslmcus during high schoolwas ying o
14 make more maney. |

a video game fester for

stsﬂ\m m |50 gl $5an o o ply e

riained, | woud
occasionaly pley ks on my boss, o
e an cider French man with iber hair and

s vt Tho o wo o ey
ummnke Tis tea,
ne_tme, | decided o tum off the

"As s00n a5 he was out of sigh, | umed
off the microwave again. When ho rourmed
the second tme, ha noticed that the water
Was cold yet again,and mutered someting

e microwave being broken. | 6 my

o ad that 1 i get fred tat

il the money hat | was making at GDI

was good, | kept irking back to 1o days of

my bustormaking mai-order business. and

he excitemort and anicipalion of waitng for
ol

been amazed by it edto
was done. Aside from 3

cup. and a rubber band, the orly ober ting

equired o do the tick was a e,

which | leamed was the. same §



140 soms resear found hat f |
bought i arities, | col

purchase dertal dams at less than 20 ceris
pioce. A classiied ad in he back of Boys

$10, hen | woud amost break even f | got

U scemed almost (00 easy. My buton-

et
o Now pitlbope R

i nundred dolars s acualy o
ecuivien of went o vor



College

o coleg,tanplied o Broun, LG Bkl

Was Brown, because it had an advertsing

major, which seemad like it co

el business word than any of e

othor majors ofered by he ohor colgas.

pareris, howover, waréed me 0

H aise ol vas T

prestgious, especiall_amorg the Asian

o 5 where lended up going.
The first ting | bought whon 1 got 1o

wl\ﬂpaptrwm he gi om o uming

wouid it buton repeatedy.
then tell mysel rat | coul skip e frs class
e day and get someone
elso ater. Then, an hour laer, | woukd
cominco mysel that since that logc worked
50wl for e st lass. | could apply

fraly by fhe ime | was supposed o be

aded o my last ciass of the cay, | fgured

here was no point in ory atending one class
otre

Bible. The go0d news about the cliss was
t s roaly '
1had 1o an in and be graded on so | ended
U never going 1o the class ad neus
s that my grade in ihe class was going
be based on what | got on tho final exam.
which was completely Unprepared or, since
had never opened up any o
weresupposed_to
troughout the semesier |tk the sk |
honex most in  coleg
procrastraton

‘weeks before the ina exam for he
cass, the professor passed oul  lstof the



and | wasn o eking o of e
cass eiter.
“They say hat necessit it mother of
inrion Al Hanard, we ct -
wers 1o on c
roups. e equivalentof
BBSS that | had played around with in high
schaol. | a message 10 one of
electonic newsgroups and inted al the
Hanard stuorts who were taking the Bibie

E:
o -mail me heir paragraphs on

‘oach of those tee lopics as ifhey

actual topics chosen for the fnal exam. |

woud  compile overyone's nses

ogetrer, have cop

had contibued your tree topics o the
projct.

As it tumed ou, there was a ot of
intorest, so | actualy recoived mul

1 was exposed o a lot of difleent tings for
the frsttime i colege.
ined the move sociey. which made

i o 7 amergency-oom s as
more

i iciets on he o sionta
my corer ard gt t9
g v 20 T . ks o oo
ot sehoc nchehng caterr 3 wekdrgs

ended up becoming a member for  few



onths and helped patrol the subway system
nmnaukahysmaum
was givon the gang rame of ‘Secret” Al

andpinval, and satsfy their late-night

‘One of my roormates, Saniay
gt i mo. W o respiral o seung

v prices, rdering fom supplirs,
Hing mployses. an oecasonaly makin

ity ordinance prevered

o
Fwas avl & o hage 3 for ger st st
mest

| evanaly got o of mang th
e HeDore', s e o e vt

ook a daey orean g e ek or
52,000,

Tals0 wanted to make the grl moro of a
place whoro people warted fo hang ou, o |

invsiment was recouped witin a couple
morthe.

' was througn the pizza business tha |

et Alfed, who eventualy woud i
a5 our GFO and COO. Alfed vas actualy my
number one customer, and he stopped by

s ooy can eat
ound

was_ taki pizzas_upstars 1o his
oor and then sellng them off by the
sice. So I guess tats ufy we ended

"We edod up doing the math a fow years
g0 and figued out tha, while | made moro
money fom he pizza business tran Alfed, he
made about en fimes more monay per-

a It lass risk on is part. The grl was he
et of a burgary one right where 52000



together down e ro

40t ard oy corkr st o cokege
Saniay intoduced me 1ot
mw uﬂeﬂ e Work Wide Web. | Do
a prety ineresting and fun tring to
Sore 1 1 ime, bl 1 it pay 00 much
atentonto
The focus for most serlors, inchuding

didt naed o ravel o e for our e
b

of our ofher roommes applied for

So'Sanay or : oot o vl
mosty wih fechvol Wy goal
s 1o & hghoayig K. mmm fo
care what my specic job fuci

[
aat oo he o e



n



You Win Some, Yo
Lose Some



Out in the Real World

Sanayand b gotofers fom Orack

comorae ot for e for @ few vecks

amiormowres

o8 makin mors money h any of Do o
ofther

‘Afow morihs lter, Sariay and | were in

ourso in database programming. W
had challenging and excling projcts. | really

1 was leaming 3 o, making rew
ends, and most importanty. making good

looking forward lo maeting my ew bos
statmy new ob.

1 actualy had no idea v
o 1o expect. | roaly hadrit done
any research on Oracie. Al '

st | ¢  that meant but it
realy didrit matier | was making good
o wesk, | amed tra it

Viin 3 week. | pad my daly roue

= 10:00 AM—Show up at my desk.
» 1005 AN—Start runing one of e

» 10:10 AM—Chock my e-mail send.

!
e
H
H
H

200 PM—Start ureirg another one of
he ests.

205 PM—Chack my e-mal respond 1o
-mais from fiends Inmy baining
cass.

+ 400 PM—Head back home.

ol that I had lucked out because | had
such an casy schedue, whoreas Sarjay
ustaly woudrt get home untl 700 PAL |



‘would occasionally ask him how his job was,
and he'd shug and say someting fike s

to st signng W some

pian for_bow o sign w
cimen ok e o pprooeh Bt
chambr o commerce and offr t buld their
Web sie for froe. Then we coud tel al e
local businesses. that he. chamber was 3

sinasses as possible,
‘wouid star roling n soon afer

W get
o merce o et us buid ther
Web site. Even though our pitch
iniohed o maney. approaching them was
my st coid call over

day of my appoinimert, | was
Ihad never made a suecessii sales
call before, but | knew sion vas

fom where we I though that woud
make a g e because fwe were able
10 5ign hem p a5 3 c e would
be atio to approach each ofth sores nside
and tell them that itso had signed
with s 50 they shouid as el
1 the ot couple of monts,

less and ess tme in e offce al Orack as |
met wih the Hilsdale mal and other s
busi o everially o mal
10 pay s 52,000 0 design, manage, and host.

and boing dayobs al Oracle so we coud un

i S0 we decided thats what we were
omgiodo
o moning et
was G b oy bt Cracs s
ating Aerprogasiaing or ot an o, i
everiualy vor rage t© wak
o o iy o s e e ey
Give i the news. Through s offce window,
saw mo approach and looked up. We



dec
back n the aflamoon for Resignaton Afempt
ber

So01letout  sigh and tumed around. And
anrightinto my boss, who was befind mo.

“Tory? Wero you locking for me?” ho
asked.
| wasrit_mertally_prepared for_tris
scerario. 1d boen V-riung about what vaive
meal | was gaing to order fom Taco Bet
Sieprisoq and eterod, | iy mirmbed
o ovkrs o oy o waked vy a3
fast 25 | coud vithout arousing any mor
suspicion.

At Taco Bel, | made two very importart
decisions. | decided oty heir Doutle
Decker Taco vake meal, which twred ol

o mch sk I 10r5ed myeall o w5



outa o fow minios” 1 asked. |
osed th door and sat down a
im. T was now the poiniof o

docided 10 reson” | said

B

ook for him 1o respond seemed ko three

must be joining another start:

e ko i 1o o botr han e
rd Ll

We were ready for an adventure



Start-Up

As it tumed oul, the adveriure

once in a whi o by Io dru Up some more
Sals.
By tho o o the frst wesk. it dawned or
ot rfr o ves ckely vmwm
about doing Vieb desi oved

priptiskochpociboditndia
i oo realy s up b 8 ot e
than the faniasy

s wers not exacty tiled hat

odsinio oaws Orach
e next

sometng big. We decided hat we shoud



We met at Tony Roma's, a restaurant
chain that speciakzed in al sorts of ribs.

was apparenty both the name of his company
a5 wel s s rickname. He ordered 2 Kahia
Gtk s0 1 got e same thng. Sariay

ny
Kahiia_dinks were corsumed  (and later

head was Wa
Sanjay and I spent the noxt wersy o

As more and more peopie signed u for
o sonvco, Saney ad | reakzsd tha wo

reoced 3l mre . bolon s cusomer
Sonia s of iga 35 vl 35 win
comouer programming. I addiion o



(5o, oy Bl vank i 0 e your
surgodb 71
o
Story about you going on b
mmmmmmrmv-

Okay soud good. Whats your st
douley

re meeing wih Allat o
aprimre Say a8 fomale i
o s parver f LikEctar

el ofic I Sae oo

ve dignt sell the company fo Lenny five
monihs a
Told Jery thatwe woud ik about it

nafow daye. Ths
Stuation el ke 6w, except tis Ume the
jger Much, much bigge

angst, We had 10 e st of our employess
At had rappened, an i Saiay Ak and



iy m
ment, | made a st of
arvo inge s o e mevey 11

+ Iwould buy a condo orlftin San

» Iwould buy abig-scroen TV and buikd a
home thea

» Iwould wart 0 be abl to go onmin
vacatiors (g weekends) wherever
i o pces s L Vg,

+ Iould start another company, because
Ieally erjoyed the dea o bulding and
growing someting,

s suprised that my st was 50 short,
and tha t wes actualy prety iffcut for me to
ng else o i

2dd anyting else o L. Wi the savings 1had
m my prvious jobs, | acualy aieacy had

the abilty 0 buy nd computer, a

on min vacatons. | st coud never bring

mysefiodoi

1was already helping e a compary thal

words out and end e meeting, or k6 |
“There willnever be arothr 1967."
st the word, and we were
‘going o make suro we woud wi

The next fow morihs woro a b Somehov;

1o 3 roahy ki sadion at L e



mating, a e nov calld up
o' fontof e room 1 comple
of embarassing i

‘Afler the Sequoia investmert, we asked
Michal Moriz fo atiord o iniation

‘evenyone started clapping and cheering. And
then the music siarted playing. & was te

Srearing doun my face fom lavghing 30
hard

| remember looking around he room at

Wing e ey



Rapid Growth

fer weracaived funding from

Over the previous wo years, | had been
rying o fgure out some s o business we
coud do togather. One of my carter ideas
was {0 0pen tp 2 Subway sanduich franchi

i Starford a ow_commercial
acthitios onthelr campus at e tme.
Saniay and | fiststarted
LinkExchange, | had asked Alfed uhether he
yaried o jon. He foug 1 vas o rsky

Senool 50 We agreed 1o Say I UGN
instead have him work as a consulant fo L&

s for g employees, 80 wo started
Tiing almost any warm body who vas willng
10 work for us and hadrit done more han six
morihs ofal .

‘We oulgrew e foor we had reréed out
for o ofice and stred empanding to
addilonal floors of our buding. We even

ahuge warning sign| 510 cor

Short story s that we simply dignt
know we shoud have paid more atleriion to
our company culure. st year,

enioyed being a partol
n. as we grew beyor

. we mado the mistake ofiring people

were oining the_company for_other

reasons, nows was thal the people

e hired were smart and motivated. The bad

news was that many of e were mothated

of either making a ot of

money or bulding e careers and résumés.

.y wariod 1o pu a fow years of hard work
inlo LirkExchar hen move on o

a hundred employees in the
company in 1985.



e o'a bidang

Microsoft ofered the biggest
umbo—5765 il bere were 29me
stings atached 1o L They wanted Sanjay Al
and me o siay wih LiokExchange for at least
anol ¥l stayed §

e, hen | i away with
millon. | g, then | would have o give

phrase that entrepreners use for tis: Vest
Peace.”

“The deal was signed a fow weeks afer
our negotatons with Microsoft_ began,
Compared wih ober acqusitors ai



ol of drama, s poople it fging and
1o 10 mavimizs the fiarcial outcome only
forthemsahes.

For mpse prsonay. | deided b iop

working with many o
agsin | st fad o sk it reough anover

e day ncary Noverr 1998, Sariay
and 1wt o unch togethar at a restaurant &

e that It was. now oicial. Th.deal had
dosex

locked at Saniay and gave fim
nows. “Wol, | quess tho doal closed." | sai.
Bolh of us fll e same way. We werent

and relef xcioment. of
LikExchange fad disappearcd long
Now we Just had the o of stcking

.
Ard S0 we did, nsnce,



Cruise Control

Abetsabot s

way, Iwouid be happy. 5o agreed o the bet.

group of about fitoon poople. | had nover
on a crise before. so | vas proty
amazed at how big e ship was. There was

Giining, eating, and partying some more.
Ty i Goboge eton whok o e
boring prts

We ai decided to go the ightck on e
il ight o the cruiss 0 irk and dance the
ight away.In the eyes ofal of myfiends on
the cnise, | was everyting that they thought
efned success and happiness. Ny frerds

and congratated me on sakng the company

0 arvounced that it

sl walk with Sanay back (o he offco the
y the Microsoft deal closed: Now wial?
wna/x xt?

en low-p
auactions, nat s Succosss Wt s
happiness? What am 1 orking tovard?

§.§

glasses with Sarjay. Figuing oul the answers
Coud wait udater.

o e cruise, | et ke 1 was on autopiot:

inon haing Tome oy Evry once n 3
" rac a1 of e tme and I ian krow
whatto dowihit.
So'1had a ot of ime to tirk.1d alieady

olner weekend o play poker. | wasn piaying
for e Eias about e challenge of
i 10 beat the game. Poker s
ly casino game where youTe piying

gt layes e of o hovse,
5 youre betler than the average

ng
Plavsr e, ouacualy canin 90

"5 most of my et was spar st
i oepechr o PR ORS00
mora. monoy. o what was It good for? |
st spoig o money L aready ad S0

why saying at Microsof. vestig in
peace, et more of 7

nade a 1o of e heppiest priods in
my e, and | roaized that o m

rbuai e arire g i e s 1058



vl deidous and | enoy se
“pickies )

1 thought about how easiy we are al
braimvashad by ou socely and cukus 1o
siop thinking and just assumo by defaut that
more money equals more success and more

inoss, vien imacl rappinss s
realy st s eno

i soet o eyt creai
i i dong Tt s posonas
about And

E
s

50 much opportunty
create and buld su, especialy with the
ot

about o miss out on it so that | could make
n mor ey uben aeady o a1 e
money o

“Ard then \slnvp!d inking to myself and
saneg aking

And yos, making at decision was
agood vay.

it realze 1t at e time, bu twas a

tuming poinfor e in my fe. 1 had docided o

stop chasing the money, and star chasing the

passion
1was ready for the et chapterin my e









New Ventures

Nowuat?”
ary f ot Likchrge ot s
the same fime, and we wero all
Srover e same Qeston Wed s made 8
ot f mrey fom e sseof e comoa
cosal, " we wers suppos

basking inthe s of our labor.

o B8 many o us it have any great

" oot back o o hkiood i,
14 wanted to vork in a James

saw that Al ning up a big now
move theater complex rght n the heart of
San Francisco al 1000 Van

wotdd be fourteen diferent theaters, and right
above the lobby of he thealers.

ar were about 1o go_on sale.

spontaneity and converienc of being able 1o

name the fd and ncubelor Venture Frogs.
So'of course we did.
fod up raising $27 million rom o

1 woud be wilng to_ buy shoe



bl 2 calg ss. mu T docted &
was atloastworha

We had an informal meeting vith Nick in our

“Veah That soinds Ike a good idea,”
Nick repled

ecided to stay n touch and agreed

nother meeting once Nick had

roosi
toonad bo genwtc, s risg be

product catogories

How 1 Got the Original idea
by Nick

Buying a pair_of shoes
shouldnt " be so_herd, |
=

were st
a 4pop
stores on the Wb tat didnt

idea, why wasn anyone doing
it

b was bisant untl |

hei sock, and put bem on
Web sie. Every time someane
bought someting on the sie,

Idbuy o e s and sy

©Ta 8 big_bolewr in
tocmobogy. | coudntbave
found a more primitive way to



bow | had to. make it

fow weeks latr, Nick contacted us and

diner a block away flom where e e
we taked abou te polenial of Zappos, | did
my best o nol lat the fact that a

o jus to pr
Vo peogld ok scualy ba wkng 1 oy
shoes onle.

There wereHoraly o of difrrt
brands in o footwear

i of what was in ea v
Warehouses. Zappos would take orders from.
Gustomers on the ntemet, than transmit the

order o the. manuacturer of each brand,

s ot pessonete and wig  plocs

big
We decided that we would invest enough
money so that Zappos coud hire_more
employees and meet payrol trrough the end
ar. The dea was tht i he company.



mployoe ow. Ho and Nick headed
ihe shoe show in Las Vegas the very next

My First Shoe Show as a Zappos.
Employee by Fred

| wert to Las Vegas for
WSA (Word Shoo Associaton)

surpris 4
plonsering a now Lol
Having brands drop ship drecty
fom it inver
asiomer.

Takir was

117 Who's your sipping carer?
How do you plan
et

room for luch and asked
oursaies what we needed
do.

sr colfat
Vo o messages wih D
oo st Arer soms

improvise, and make t happen

Alfed and | wererit vy invohed with

compares that wer or
Seed invesiments. Over e course of e e

yoar, we woud mak ifferent
Imesiments, and Sininesch

esks 10 580 how oy

"l e, 1 Was a bt of a srange sl o
notba invoved i he day-lo-day detas of he
comparies thal we were now invsior

companies were bus on e

1 was goting bored with the Imestmort
usiness, 5o | siared Jooking for someting
else to il my tme. I warted to ind sometr

thatwas both fun and challenging at he seme
tme.
Thats hen | discovered poker.



Poker

14 played a it bt of poker in colge, but

bl and
he enie night reading ciferen aricles about

1he mathemalis of poker.
Like many peope, | had ahays thougit
that poker was mosly about kck, being able
0 b, and reacing people. | leamed tat o
i hoid ‘em poker (which was the most
popular typa o pokor in casinos at e time),
nore of that reaty mat in the ong
nn For every hand ar
beting, there was actualy a mathematcaly

Comocty wilgeneral an b winang a1 he
ond oftre day.
e basic math berind imithokd

epparea I e prvis con i (o o
decsion).
For he first fow monts, | found poker



o

corsianily_leaming, both througn_reading

i and_througn the

‘experience of plying i the fik. | tarted to

nolice simiarles was g

poker_stateg,

business siralegy, especialy when tinking
separation b

inking (such as focusing on' wonor

{such as maling sure | had the ightdecision

1 roticed so many similries betue
thatcoud also be appked to business:

Evaluating Market Opportunites
* Tabe solctontsh mostmporart

Jou'e the bestis a ot harder o win.

Marketing and Branding

» Actweak when strong,actstong when
. Yook Koowwrenio bt
ur orand” s mporiant
¥ bl e e et people are
g about you

ways bo prepared for the worst
* bosubiostancre
e guy who wirs the most rands is ot
he guywho makes the most money in
the org
» Tho guy who neverloses a hand s ot
ey po makes e st oy n
v
. mm expected vale, ot

+ Play onlywiuha you canaford o
lose.

+ Remember thal s  ong-term game.
Youwilwinor fse inciidual hands or
sessions, bu s what happens nthe.
long term tiat matters.

Strategy

* Dot play games thatyou do
s, ovnit o wwmsmm
peopie making money for
. F\gmummnnamnv/mnlmnakas
nthgh
. mmm. Cheaters never win nthe.

[ ——

torm
it he most stamina and

oot iscaly
* Diferentiat o the opposite
Ghvnat i ool e gk o dare.
+ Fope s ot good pan
+ Derltiousal g0 onth o mucn
Fotcii 5 ks 2 roa
vk arou, orleavs e game o e

Continual Learing

» Educate yoursel. Read books and
leam rom ofher

» Loam by doing. Theory is ice, but

» ustbecatse you wing tard dossr.
meanyoo gond and you
e e st



gotten lucky.
+ Doritbe afaid o sk for advie.

Gutture.

Youve gota love the game. To become
reallygood, youneed [0 ve it seep
it

» Dot be cocky. Don'tbo flashy. There's
always someon beter 1an you

+ Bo nioe and make fiends. K3 a smal
commnty.

Who you'te going to mee,
inclcing new ffends for e o rew
business

» Have fun. The game s a ot more.
erjoyatie whon you'e rying 0 do more
han]ust make monsy.

Asido from remembering o focs on

ifits he wrong business or i s in 6o smal
amarket

imagie if you were the most effciont
clror of seveningered gloves. You

compees Girecty against ealy cxperir
s such as WalMart by paying the
seme game they play (for example, ning
soll he same goods at lower prices), then
chances are tat you wl go out of usiness.
I a poker room, | coud only choose

as possivle. They succeeded because they



e e 1
i he ifer airines were playing i,

erod of several morits, | leamed

Gerd rooms. Part of k
Started notcing il was the sam: uho
were showing up ai the time, and it
them scemed to be paying fukime eiter
because they didnt nave anythr
v g 1o win e rort.
morih Afer 14 spont several monihs learming
actcr her
playing it hold ‘e sarted 1o feel more an
more ) - less
challrging,
S0 saried making weekend s to Las
Vagas, and found e gam
interestng there. | got fo meet a lot of
intresing _people a
backgrounds. Most o them didrt even ive in

it 1 was ready for so

g
twas tm for me to change tabes.



Dabbling

As 1 vied to figuro out what | wanted to

1 dabbled In' “nvesting" and. day-racing,
ng_morey i siock market 1
comparies that | knew notrng abo, a
p losing 2 kot of money. | decidod fo
inist in @ move caled Christmas in
Clouds, In which | had a smal cameo roe. |
e i osing bt moeyin oo

B2 idea 1 Invst n ndusties y0u dont

Gurims ookt sy oty
vas inesing narhng at o

7o make.moro oney? That diant
ako sers, snca I had areacy gven 1p &
lot of ‘maney when | waked fom

| roalied trat e daytrading

ryto fgure ou something more mearingtu o
focus on steac.
Inad boon chacking in overy woek or two

Soauoia for a fow mikion dotars 1 put o

What Happened Next by Fred

| vasnit pleasant 1 was

e wos wikr t st On b



1o th office around four 'cock.
and siaried cloaning out our
desks,

Al ard | were both a bit suprised

were tokd tat the accompishments of the
team were improssive given how smal the
toam he_company nad only
been around for a fow monfs, but Sequola

the company, y
toush base againin
Our originalplan wih Ve o
o make a single small angel investment in
‘oach company and then o
bigger _verture capial companies _fike
ia a few mont aftenvard, o we were

siralegy and phiosophy: mest in 8 lot of
diflrent " emet companies it e
expectaton hat  trd would make money, a
9 woud break even, and a i would go
kot usess Zappos v sl o
atiastca

Wit oy want 1o do about Zappos?”

H
#
]
H
H
H
5

“T hathappes, then they defiely !
thom?" L asked
"Not defirtely” Alfed replied. But I tink

can give Zappos a few morihs moro of cash

tide thom over (o thar i
Sequoia and hope tat Sequoia wilinvest at
tal fime. But if Sequoia doesri,

ing 1o wind up in the same sitats
in'rght row, excep! horo probaby worit be
much money i ourfnd by then”

“Tis was a tough cal. ¥ we decided to
invest more money inio Zappos,

pting more 998 0 skt 1561, Bt |

doing this st to gt rich quick. They're
acualynresed g b bk somating
forthe

ek i o ik e shoud

mora closely with whichever companies were
inthe ncubalor.
lalked (0 the landord of the

e woud Incubate o leave the bulding. We



So el 40 you wart to doT” Alred
asked.
Iihought aboutal he possible options.

e were 1 o
ings that aftemoon, we got a
call hat we dict expect.Ewa
Tony. docided o invest
another thee o foir mo
worth wih 3 couple of
conditors:

"“You Fave to move ito my.
loft in San Francisco. and fm
ing o be much more imohved
nthe compary”

Up url Pt tme,

s an casy decison

e packes up st moved
fom Emenyile o is ot and

5 fo those four.
mor it 1o see if
juen anotrer four
i of oxygen, and ge ight
back o digging in
g

hat enire year, tha's
atwe . e o

My Red Bul Relationship by Tony
1 have fiends rom all diferert

maintain in my ife has been
with Red. enty

part of my e is bocaus
o sty s ity sapt 1



moies, working in the offce,
and hking in the mourtains. 1
fact, Tm spping a Red Bul as.

heving ouble comprahending
why | ol compeled to
it about my reationship with

marathon, and thal you can
erjoy wih or wibout alcofol—
nats are thing 10

worthkeeping



Connectedness

My birtiay pary vas coming

idecpon pac. L vas o porcpce
pa

| omn the 810 lof, ot because |
waried o' own mora propert and ot
bocause 1 w51 It a5 & e esae

Pei to hang ou and meet other people. |
Wwarted 81010 become our ib's own
version of Cantral Perk. And we

oo
figure outa cool rame for 10, nsizad of kst
caling it B10.

emisioned our fiends gatherng in 810



ety ,usmamwmmmeappm
of

howng Tt t o b th same tpo

it | oxpenances st changed my
perspecive orever

Streams of giant green lasor beams were

shoting tvou enir 3
‘which was the sze of en footbal fekis. Fog
machi create a sense of craamike

for rs on e wals and
colings 10 gow s if they were alen plaris

cecoratons and asers wer ety col and

“daeing thar | had over soen But

cach person as an indiidual fo_be
apprciad o s big imsed or herel
1 anahzs watvas going onin

more detal, | realized trat he dancing here
s dferont fom tho_dancing | usualy

witnessed in ightcubs. Here, tere was o

n tancing o be seen dancing,
reas in nighicht, there was Lsual

foeing of being on display somel

n
nighiciubs, people usually dance with each



FlnsHy e o ose years rersond
music was a a



Vision

Our ibeanded p going 02 ok mor s
i

nsares and housands of peope. Some

e ity and
PLUR was an acronym tha stood for “Poace
Low, Uniy Raspect’ and

manta for how people were

poopla wera gorinelyntorested in geting to
koow each other as st people wih o
“Tre idea of PLUR and the rave cul

b off on me beyond the rave scene. To
mo, it was really moro a phiosophy about

mate v what it
backgrounds were. Every inferacion with
anjone aryhers was an opportnty o gain

Ina work rled by business, poftics, and
social tatus. The rave cuura was & reminder
hat it was possible for the world 1o be a

(Card: Playing to Win in Work and Lie
My Excorpt for vanka Trump's Book

| personaly realy disike “business

of everts, and | rarely cany any business

istead, | really prefer 1o focus on just
buiding relationships and geting to_know

st people. regardiess of heir
positon in the business Word or even If
theyre ot from the business workd, | befieve
at there's. something rtresiing about
inyone and everyone—you st have o figure
out what hat somothing Is. I anying, Tve
found that s more. Ineresting fo_ buid

and aso bocause those relatonships tond 1o
be more gemune.

Fyou are abl o igue out how o be rly

1

g siber your business o yousel

1 dori reaty know why s happens or
‘why tworks, but t seers tha he benei o

geing fo meone on a personal evel
3 years afer you stated

working on bulding the rolaonsrip. And it
“hat id ot have

possiby predicied woud have happened al
reltionsiip. For

example, _maype Fiond'ssistors

years aqo now has & new lennis parier ho



‘would be the b
apening e Seen g o or e pask 6

i has boon

possiby predicted, b o tho rosult
relatonsfips at we had started bulding 2-3
er.

my adice is to siop tnjg o
i in the adilional businass sanse,

and instoad just y 1o bulld wp the number an
of you fiendship:
fendstip s s s own ore

1030, You wonit Know exacly what ose
benefts wil be, but if your fiendstips are
‘gonuine, those bereis il magicaly appear
273 yoarslter down the oad.

I warded my twenty-sih birhday partyto

ordered fog mactines, colred ighis, light
corirollers, lasers, disco balls, mm o
et
a smallr version of the varchouse fave

and asked, 807" The re:
laughed. That was the rame we.
focWo dectad o cal o pary o O

St of e fog s 50 oo 8
the riie ot wih
Suddorly, s [

laugHing, vished a1 of s 3 happy Now Year,
and left e bulding. | was Just happy that |

Ibroathod a sigh of rolef and laaned out

e windous fo walch e fremen

S‘anckmmmewrﬁre frucks below The ights
e rucks were il fashing,



She laughed. “On,dort worry about i I
was an accident. You can biame il on the Y2K
bug o someting. | can seo the headires
o Fog Machines Gone Awn”

I smied at her.“Can you befieve tat tis
‘whole piace is going (0 be converted fo an

e oS sid sy et I Wt
Joudid oigh”
o leaned over and whispered into my
ear. Happy New Year”
And then she. got up and lefl, wittout
anotherword.



Incubator

Her words stuck with me: “Envision, create,
an llrs inyour ouninerse

ugh Comecting with my rew tibe of
ends poges g 1ok I ercashg
leve

the Veriure Frogs Incubator was an mportar
piece to bulding my own uvverse.
n acdiion to signing the lease fo the

various._dolcom_comparies e
crowd favorles ended up being the Akamal
Fried Rico.

W restaurant, a gym, movie

emmmm o keop the inabator aftcss &

Ve waroceaing our ownunverse

end of e movement.
Witou Clb BIO as

serve as a cental meet-up locaton, e tibe

that we had bult slowiy sare ar.

We had been bound by a puposen
bogiming: [0 form a s

[
Someting bete tran parting 0 ocus on.
Iwas one of those people.

1had abways been passionate about planring

b
ocaipa hought of t more as a
hobby that | vas passionate about, and |
e mething more meaning

deas and comparies was exciing,
but in'a elavely short period of ime, Alfed

| had made n invesimerts
nd tere. i« ford

A e time, aimost every idea we heard



come flom Zappos. I ums
venre imvesiing is a ot ke poker The
mak t money sn' e one who

Frogs one of the top-perioming furds fom
1699)
W Apil 2000, o righihing dotcom

addtora g by soppsd paying e

"
‘goal of raising a second fund of $100 millon
We

addilonal venture-capial money fo. kesp
thom gor

Wo thought our bost bot was 1o aise a
second fund. f we coud raise $100 millon,

Intresiod. Wo ended up raising @xacty S0
Up el s o, i b oo woried

the ash. Evn boh
Sivescarge rad oo

 and | had
crodibil the LinkExchange sale 1o

iso tho 527 millon fo ot first nd, s0 wo
ratral L woudn' b that hard

toalse money for our second fuc.

o were wrong
I started 1o have fesings of sal-doub. |

witner who happened 0 be at e rght pace

keep in
Lo i Viehao! Mores r Sadois sbon
s, and dosplle_the_progress.thal
s making, Sequoia was sil not

had a great shat al succooding. | ol that |
noeded 1 prove to myself and to Sequo
i I succoss of LikExchange

prowe fo the word hat | couk do it

1 docided 1o take of my invstor and
adviser bat and put on my enfrepreneur fat



uriverse tha | wanted o help evision and
Bl o e e uvere | eieied

reh over the pas fow
a2 passonais Sbou rovng evryone

Tweots to Live By

at company is more likely to die of
indigeston from o
tarvation from 0o,

—Packard's Law

+ “You can't stop the waves, bt you can eam
tosul”

—JonKabat-Zim

ol gt st wionts st o

ghosts sit around
Campires & ol sach et People Stones?

o dare is fo lose
romerany. Torol Gar b eg reset
SorenKierkagaard

Pumble: i the beginner's mind here are
mary possibies, bt in the experts mind
o are fow”

—Shusyu Suziki
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Figuring Things Out

0 years were st ot Zaps.
o ware o sng o s e oo
o rad o choca b o i
ecesson, e dobcom sick
T e o S AL evry it et
ke the raverse was testing our commimant
and our passion
We' know we coult rase any funding
exemaly. Afhough 1t wert against. our
ivest tegy. since | was now
personally working l-me at Zappos, Alfed
and | decided to Inest soma more mone
fom the Venture Frogs fund. but cvertialy
e had used up what it money was ef in
e fod.

Bucaso bo fnd was ot of morey

1y fow "ake 3 ook a1 my
O bank aceoun and peronaty ot @ 0
bit more money ino the company n order to

of cash and cuting back on' kot of e tirgs.
hat e wanted t do.

Date: October 19, 2000

questiors, please feel froe 1o
askt

s youall know, the markel

has been proty bad over the

st 6 monts for business-o-

ings that woud be rice for us

10,40 fwe had the money. such
doing 2 natioral  ad

campaign. _growr

resouces, puting __more

fearo o e ow s and
much more. Bl

eaiy 5 . i s tme, wa



stay focused

r chancos of geting 1o
proftabity before we run out of
money. a fnancial

the average gros: and
order size per _customer,
increasing conversion_raes,
increasing rew _qualfied
vsiors o _ou_site, ar
increasing the percertage of
ropoa cus

n evaluat projects

that_some_projct
might normally pursue wil
0 be put on hold el we et to
profiabiity. Onco
profabiy hon wo wil be able
o tink longer-e ard bigger
picture, and_fantasize_more
‘o Fow o e the work.

‘As | mentionad above, il
anyono ny

has any questons.
‘about how things fit nto our 9-
month plan, * please  dont
esitate 0 ask.

Wo know ha just harig on the urgancy

pa
‘quiy in the company My salany was set o
5243 yoar or $1 per paycheck (athough that
was belors taes).

In Novermber 2000, Nick sent me tis o-
mail

Date: Novermber 26,2000
rom: Nick Swinmum
To: Tony Heich
jct Sufl
1 don't rave any input on
fonding. Unfortunately seems

now how
long as possile vith skeleton



pay cu, once my okt landord

adrits he owes

money ard 1 sl a few ting:
houl be compietaly

fong a5 pay covers fcoss 1

sk v g e st

Oter employees came wp wih creative
solions:

Ator carotlly considoring the

i vt we oo s Koo e company
afoat,

o i sepes 1 g
e o
v v vl
muzwmdmmnw-mpawsrmdmww
Raizad it e bag. il of he
indeperomers e orbolevers, b
pasaonats Sbos e company and basered
Vi s v do Ve codd st
accompiah st 23 i o o
s

2 big lesson in the power of
nting”pacsion Pt o rtre
i working as a uifed toam.
Everyone vas maki os
B it il wasnt enough o get us o
profiabity.
| conlinued 10 put some of my oun
persoral cash inlo the company every few
Mo, but | know it wasrit sustainable. The
comgaty s sllosing oo mch cash vy

the money in my personal bark

ing i
sales projectons, e s e ooy




Even so, at the time, our number o
iy was cuslomer serdca. K was simpY
Sl

“The need to sunive and figure tings oul
o an rarpoed corseavonce gt

al loser together because we al
Shared e same goal of ot gomy out of
business. Even though v were going tough

bocaa o a1 nsu.m n'h poterial nd
e of e cor

Wil edkang . Zappos had become
my new e,



Looking al the_company’s financials, it
became prety clear thal ust focising on
cuting expenses waslt going 1o get
compary b ot e recd 0 e
o a way o grow sales.

"The vas paticiaty chalering

afeady had to shop with us more ofen, but
hat aons wouldr get s very fa in the short
o

rat e reallyneeded was a mirac

dificuty 2 s generaty considered o be @
poorstor -

dard satin e e ot o cosk
0 do next. | umed [0 Fred. |
St careH his wouk make for a bad sary
latr as long a5 we coud figure out how 1o
save the compary.
“Fied, doyou have a deus ex machina?”
lasked.
“Auhat?” Frod was confised
“Deus ex maching,” | repsated. “You
o, 3 Gredk iac
1o epd. " acsideialy
M(mmculrmme inmyshi
e can o et ik |
a4 X5 200 Yo v oo o ot
how o save the company i l 0o eary for
Pt

52 v s wat v wer dirg and
headed over o e bar af Vese Froge
Resiaurat lorderad a Grey Goose 5043 and
Frod ordered a boer. Wa sipped ou dinks In
slnce for  few mirues.

1 broke the ice. “So.. any deas on how
10 ncraase sales mora qck

e ke parive 1 como o
marchadising backarou. ke 5 say it
all we need Is the right product at the right

tak care of hemsel m s that

i1 carry the brands or 1o styes thal |

Koow will sel. Wo just don't ave the right
rour Custor

e can 4o hat, becase tats rol o
business
We had botn fished ot
ooner o ssies Frsd nodded
solemny and mofioned for he bartender o
g

ral if we did tat?” | said,

e ow much 0 you rk o 536
woukdgo w7

we'd easiy uiple sales
aunsion” Fod g wibes rsaion
“Probably even more than rat”



1 spent the nexl hour taking
tvough all e diferent challnges thal we
ross if e waréed (o start

“what we needed (o do to
save the compary:

We woud naed o hire and grow a
e lam o ek il o o
rage o inenoy Fred

ol o iy e 9
o e ok v & s

31 We voud st need 10 comin the
brancs m.um. Mostof the brands.
oy sel o brick-

al e i g
wouined o i staf o ship the shoes.
outofour

and firo safllo it Given our
curtent fiancial sitaton, it woud be
prt

signa lease

7). We would heve o accompish al of
s tings witina fow morifs.

Frod an | e p b st Ho woud
hardie numbers 1 and 2. I would work wi

e ofice o ou varohouse

"t abou manber 57 Fred goes
“How are we going 10 open up a bick-and-
mortar sore?”

urmed he recepion area of
our offce info a ‘store'? 1 asked, “What's

ayor l e mveriny o e e brancs we
S
; Ilooked at him. Il worry about that part.
etashume bt ucan i < s
et o s, o s v 56 money b pay
oo et
T o s how P was going 1o

- how | was going 1o come up wil the



Teally had no ather option. Continuing
Grop-ship-oniyrout thatwe had been on and
a sow deatn didrt sound ke very

much fun € woud st be delaying e
bl

ra Fred 't know was tat whil
were taking, | had already formuated a plan
for gatting o 52 milon, But | id't wars to

161 Frod what | was tirking, bex
probably woudn't have gono along with t. My
Jan was 1o iake aimost over 1 had
in my rame and liquidate L a e sale. |
woudd et the farm and put al the proceeds
into Zappos. To an oulsider, it may have
seomd ke a dosporalo and rockioss plan.
iy mind, 1t wasn'. n

I3
i
I
B
H
H
3

thing o do.
I believed in Zappos, and | believed in
rod



Improvising Inventory

Fred stared making cals 10 tho brar
waried, and we converled oir ecepion area
inlo a mini shoe store. Since we were In
same bulding a5 2 move teser, m rety
moviegoers thought e were
Grazy. A shoe sors n e lobby area of &
fouteen-scraen movie thealer complex kst
wasn' something people expecied fo see as
oy anied ol bkl 0 o ser s 0

" bt iworkod

i as ou first shpmant came in
sales on our Wb site siaed picking up.
Twe to s word, Fred signed 1o more and
more.brands, and witin a few months the
Shoes were taking > more of our ofice
spaco 1 tho poogie were. The maximum
capacily for_our ofices was abou five

placed by customers over the weskend.



i
e had fo pack forty thousand pais of

shoes nl v semitaller ks as quckly 2
a big task, bul everone

and | were happy that hings went
offvithout a hich, becauke we had pi
on going on a short vacation together aiong
withou signifcant othe

W ety loxir a Wk it
0 we o

Adayino ourmi ncaton ecived a

hors calfom g
o avesome had pows Ot

ks o
v g rospa b beck-y m
shoes are sreun ai over the si
oy, don ik el b abe oo
anyoftrem”

The was bad. e rad jost o 20
percent of our inwenton, uhich we estimated
Was worth abou $500K at rtail. And, since

Goriact 20 percert of those customers and
ol them hat thoy woudn be geting teir
Spent the noxt fow days

fguring ings out n he end, bt t pt a bt of
a damper on ou

11 o ook o h i sid of g
1 arter U comy 5 13 coupe
mots and 56l had that o look orvard

Back in 2001, my fond Jorn and | had

3 7
Oclber 2001, bt afler o 1 aacks. e
decided o post

1is and vavel vsas were altaken care

Mearutie it vas gating svess back st
i

Systom.
“Ths meant that we couk' ofer any of



those items on our Web site. We calculated
that we were losing fers of thousands of
dolars' worth of saks. every day

shoes just sat unopened and unsorted on the
oading dock.

we ad to do someting fast
‘whan we leamed abou the sitation, so Fred

o Wilows warohouse helping _clean

“Keit, we bave a problem in Kentucky
it el ogisics” Fred a3 a mess down
Fere v ed someors fom 2ppos o e
ool e meron e
et o o reed .o 607" Ko
asker
“How far are you fom the Sacramento
airport”
“About an hour
e s 3 R atloavs in o ows
We nesd you to head to the aiport ight pow
tocelch e et g o Kerkucy. Fredsaid.
e o
i 1 go home and pack and eave
omonow momig” Kaih askes
"W can't aford o lose a single day.

. AL A How lorg o | e fobe
ouy

“Uril we get tis figured
P weak, ma

o
o9 akig o o s o B

i e up and crove st o e

o Do o a1 ooe s prone
cal 1o arrango for someone o take care of
s dog whie he was gone.

How's Keith doing?” | asked Fred. A week

2 pa
“ljusttaked t . Fred said. “He says.
ing al eLogistcs is a mess. s a
bigger problem than we al thougi, and he's
going 0 have 1o stay here for a leasta fow

+2.org me. Did o o ot
e ok Wabbir and bovght 8

by 40 percent so hopelully we'l get some
*Isaid

“Ave you sure you wank 0 do that?” Fred

oing o take & huge loss on

Tfeel b
“Yeah, b1 be worh tin thefong run.” |
said. I can ether et the property sit arourd,

um feel bad. We're going o make s

"™ o 1o say ovorybing wih as much
confdence as_possibl, in part 1o ty 10
Gomince myself as well. Bt the tnth was, it






Snows of Kilimanjaro

s rining on the day that Jomn and |

e o being abe 1o i a byer o 6 o

"3 asacy payed out the scenario of
‘what wouid happen If tere was o buer, i
hings did work ot 11 mysel | wouid be
al peace wih it because it had been
challnging, and a lotof fun. while 1t stec. |
was mentally and omotonaly

| ol about af o poslo over e
past o yars o ad boon @ part of o
adr

o s day g Kimarre, ves

waside, but 1 umed out o be st a figmentof

r enasikirg g cameovor me
as roalized tho

rore wes oo phons call Thars was ro
ofer.

The whole conversation ad been @
aream



Summit

four days tiking wp Kilmaniaro

aliude, 50 we endd
turing Ll 11:30 PA, when we had 1o go up
Ut of ur tents 10 got dressed and ready for
o i
Wo said hking o g o pat o
coud get o e peak
Crse e g beon Mg o apost
weok now, but this firal sumit was much
Parder nan he Gyt ke we hat o
before 8 wasprn Dk s e

mysel tat s mist o
coripamere o e
We were bunded in cight layers of

oting because.of the col, whch made
i awkard and

wouid have taken 06 much physica efortto

1 irg  ploymind games win

making foward Palo Alo. Orco | eventualy
mado 1110 Pako Alo, | woud tun arourd and
diive back up o San Francisco in
o ound s, | ing
else o keep me merially busy. Even though |
ed coma tis far and knew I was coso (o
summi | il hought about tuening back.
aione, m sure wouid have.

r woud ool ke, |



I that moment | tought 1o myse,
Anying i possibie.
Tears weled w inmy eyes
Iwas speectiess.
Igave Jemna

We ook a pire, and | checked
Kiimaniaro offmy s of hngs to do.



End of an Era

s back in San Francisco two
eatog'my iy, i dpped o cicken
oodie sopaets ier s 1:ad
rememberes | wm mynme catng, g 10
wor each ar
Tk 16 ot o and bk, a1
had a whole new appreciation of the co
g e ey ooy
Showant and rir il s i
“As I sat at Mol ealing my trkey mail, |

offe for the party loft hed indeed
rough, bul then the buyer backed out at
las e 2 forune-tler had tokd

estate agent 1o me the siory. | coudnt
tews Pat e e of o ot campary
rosedcn e adieocts oo

m "about 1 e oss was aking on e

e signed the paporvor 1 o tied

acthr forns sl ain



Kentucky
R e——

Supposed 10 be a quick one-week p o
Kk for Keith had extended frough e
enire summer.
Things wero ot _going_well with
eLogsics. and we werenit very opiimisic
t they woud get beter amyime soon
Orders weren't being shipped accuratly and
we st had a lot of Ieriory that was siting

thousand square feet of space, with

1 decided that we
d i ou own
house again. We couint rely on a trd
paty ko elogiics o take caro of o
siomers. o v sged e ez o e

i b Sinig f e now lease, Kol

o Kentucky with him and help set(p our
newvarehouse.
'had 10 1dea how long | wodd be in

orey ke, "and owich places. Each

it water. AL frst tiought e was swealtng
profusely.
Ao you okay?" asked. Why are you o
we”
Im fno; Keith ropled. * was
splashing some waler on my face 1o stay

"t looks ke a fitle bit more tan a
spas

O, yeah o spasting st ey
Vorking 50 1 Gcided s ot o onte
O vaior i vt iy hoad 1 oy ke
1 wasrit 50 tred | pobably woudd have
lughos ou o bt | went back o sless
e [knew my diving shift was coming
U soon



Afer thiy-six hours of nonstop driving, Keith
and 1 faly gol 1o Kenucky. We Sept for
e

ngover
drinks. We calouaed that we had each

‘downed the ecuivalent of eightoen Red Buls
in trty-six e wers ready 1o get 1o

o wareho
seting up.

We decided o name our
and tho systoms we would buld for L WHISKY.
—WareHouse Iveriory System n Ker

e lod the people at eLogisics that we

hed opened up arehouse bec:

them over o the

poopio at eLogistcs wererit very
oy abou o, nmmmmwm

o argue against te logic of i Every week,
VISR GspedormedaLogisics. Wit &
of e

morih, we letey
ologisics  warchous A of ol
shipments were coming out of WHIKY. We

hirng) while | focused on the techrical

s the end of 2002 noared, it was b
for me back ren
house was up and unning Sty now,

2002 aimost four imes what we had done in
2001

Tne growth was exciting, but we also
Koo e o waling  ¥ghiope. O boos
Inslos had v s Somo acctonal ey
before e ran out of cash. We were also.
ol o o veniors o conirce some of
o alow us fo ake longer 0 pay them.
Vi i v 1o o somoPIR) ok
the next fow months 1o SoNe oir cash
ilution, but we knew we were on the ight

el ve ot o audcios o e

i ot of cash over the next fou

veryone coud fee it Wo were at @ tuming
pointfor he company.

etever was goin © happen over the



next year would either make or break Zappos.



Growing Up

“What do we wart o be whenwe grow up?”

lo.Iwas at rostaurant wih
Fred, asking i the same o

wart o be at s o

abouk something bigger | asked.

estye—urring, outdoors, ashion, ard so

1 thought back to my poker days and
boul the' most. mportart decision. being

bigger than shoos, handbags, and apparel
onine.
"We had a customer e-mal s the otfer

our customer senice and woud ol his
frends and famiy about us. He even said we
shouid ono day star a Zappos Alfnes.”
s prty funny; Fred sai
iave you read Good fo Great by Jim
Colirs?" [ aske

No,is 1t 2 good book? | mean...is ta
greatbooic”

“Yoah, you should defintaly read
repied o taks about e separtes
grat compares fom st he good ones

 never bocome.

mpary:
Vol Fred ropos
yous ceiny be 3 ce oo o

Wo just naed o gat

cough is oo e ho 8 3000 ot ol

i el Fargo o0ay. 50 mype we can gt
Toan rom them *

“Wrel ‘are e charces of thal
happening?” Fred asked.

¥ el But at last ey
it fatout say no fike all the other banks

Fred o | comiued g On e o
rard, Lo get Ivough oie shorarm
oo . O 1 e T s
make sure we were thrking ong.
torm and g the foundation or o fture of
e company. We kraw e coudnt choose

very best. customer service and  cusiomer

4 about how the Zappos brand

dif s tat we thought the Vigin
brand was more abou being hp and cool.
‘whareas we fst warked the Zo o

ey
al Zappos. bul making it te focus of our
brand wouid be a boid move, especialy for an
onine company:

Lot Seep on s for a whie and see i
wo st fee good about i in @ week or two." |
said

“Sounds good.” Fred said. "You know,



ou well Thats never realy boen
done before in the industry. We afeady veat
ur vendors wel, but we can bud

Peppy deaing wihmost s becaus e

Inodded, tinking ofthe possbiies.

Fred aoked al me. ‘By the way. do you

have any other books you wouid fecomment
aing?”

Yeah, there are a lot of really good
usines books ot e youa ol
res vaealy e

mailthe et day.

Dat: Febnary 17,2003

& ide " and
recommended books along the
top. When'a person complees
one, they would get a check
mark in the box_ Perhaps, you

i take 1o o"a

rih, e nat have
completed the_recommended
boks? Or mape ey woud

get
mmm o compeing tros

rave a Zappos
orary with a couple copies of
each of the books so people
‘o check them oue

We didn't realze it at the time, but e

dea of the Zappos lbrary would Gvole far

1 just  small set of books hat a few
‘employees would read. Five years late, there
woudd be a s in our lobby

Some ofhe more popuar books.

A moh lter, we stil weren' profiable. We
Sl coudt rase funcing,
Bl had a decision o make.
rious were wo abou s idea of
aking o Zappos brand bo abd h vry
best e had discussed
b Tty i o0 amplres
‘overyone was excied about 1 potantal new
directon
Bt was it el @k? O were we
commited?
hadnt actally changed the way we

were coming fiom Inveroried product I it
wasnt for our decision fo_ start carying
imiriory. our gross merchandise sales. n

wouid ave of

percent of al of our drop ship orders. On



of that, the brands did not ship as quickly or
accurately as o oun WHISKY warehouse,
ch meant iy of whappy and
disappointed cust it was sasy
Il know deop down nside tra
wouid have to g1 drop ship business
Sooner or late f we were sefous
uling he Zappos brand to o

the moro our mployees woukd lose faith in

made wha was both the casiest
and st Gecon e ot v o e 3

hore conversatons with . Evon'f
‘everyting went smoothy, geting a lan was
al loast 3 fow morihs away. o tly

new directon rght away. With the drop in
n before.

we had 1o flgue out how o make
restwsek's payol.



Juggling Act

Well" 1 53¢ to Fred, “we can either pay our
‘omployoes or pay ai of our vendors. How do
you tirk our vendeors wil fee 1w pay them
iale?”

“Fs dfitely ot ideal? he said,
‘quess wo don' realy have a choice.

“Okay. I epked. ‘fm going to &-mail you

a sproadsheat o a the Iioices tat are dus

his week, and Ineed you'o highight the ores

that we shoud pay frst. T

‘enough cash [0 pay about 70 percent of our
dors”

the next several monts, Fred

a lorg healty lfe ahead. There
e msm inbetwaan.

hoped that Wells Fargo woud
coma g or s sfore ur 1 s .

Ard then, one day in June 2003, st as Fred

and | g decidi
e  hat week, we gol the phone
call fiom Wells Fargo. Everyting had been
pproved on heir ond,a
signthe loan documert.
Zappos.
Sor

last second while somefow st managing to

“done L We had somehow
sunived. 15t didt scem real

it was.

1 .
‘omployees, vendors, and frands of Zappos to
sproad e good nows.



access o a e of credi o
1056 miion
Forhe st time in Zagpos

yoar, 5o hatwe can ofer a
‘amaizng selecon for all of our
asners

of you who dor
Know, e s b6 Syt
anniversary for Zappos. Here's
a quick look at our sales over

Mmmm uumw m
20
c-rsM\Y g o o

spors_ou money

footwear sals in
over $50 billon a year. Online
foohaarsalos Wi b 10% of
that—S5 billon a year. f we
coninie 56, .m easerinow
space becaust
Tlanloss focus o improwry
he customer experience, then



We paid off i of our overdue imices
later tat week and had a happy hour o
celebrate.

“There was stil a fecling ofdisbelit.

‘about

sunival aymore. Now we couid s focus on
o

570 mition in

‘oun intemal projcions fom st ix morshs

rd

s from San

y o Las Vegas for @

ror a

erded up

pears the weekend

lights seomad magical and liko a dream.
Ll 66 we know hatless than a mon atsr.
wouddecide o shdown our
dquariers and move everybody fom San
Francisco o Las Vegas.
ot taring point for tho compary
was right around the comer, and pone of s
ad the foagiest dea tattwas coming






Platform for Growth:



Viva Las Vegas

In'San Francisco, we were having a hard tme
g

i waried 1o work in our

o ariment. Even

coud hite good people, we discovered that
ost of customer senice a5 @

lemporary job, something o brirg in some

ey viile ey wire going 10
or Separately pursuing thei real career or
caling.

o e probiem was e igh cost of

tpeopl i he Bay Area warteo
Toward the erd of 2003, we staried
ooking sround 8t difrent or
expanding our call ceter. We il
considered ousoucing o call corlr
‘overseas 1o hlia or the Phisppines, b we
remembered our Pard lesson fom.
with eLogisics: Never outsource o
Competency. 1 we were njing 10 buid

Bosole, Portan. oo i, o .
nd Las Vegas.
O ol panwassimplyoopen 9

very best ustormer
make Sure customar ser o
company, ot ust a departmer. We needed

our entre headguarers from Sar
Franisco o wherever we wanied o buid out
our call corter, which we had racenty

verjone else in Vegas witin six

the arnouncement was made,

emioieesand decided o move i e

Galen's Vegas Story

Fivo days prior 1 oiring Zappos in San
Francisco, | had offcialy become a
married man. Rwas an axcitng e and
Iy ey for e st e s
about o bring. Or 50

Hron Fsaned ot 1Rtk
Tony offered evenpody a free
membership o the gym that was located

A Wit Fred at about 8.00.



ot onand on s eoow
1 b hre, | it ke of

A cowle days later, Zappos
anrounced they wers moving the erte
‘company 10 Vegas. It had been ten da

since joned. and | was faced wih toing
Iy i of feen days we g s o

s sy o scontes, bt it
auickly

560 us making the move and, thark G
my Wi said yes.

Aki's Vegas Story

1o ahaye oo roly s of San
Francisco and | lowe the Bay Area. So
o

thinking o ousehes, Seriusly,

Bt the company wesn't comprised

of four or e people, or even ten or
There ware ine

had aready developed tight relaorships

and ffiendsiips by working (and playng)

| teaized_there was_someting

that we_developed in San Francisco
meant we al had automatc fiends and
famy penariel

back, | remember tinking
v Ty ot o ah of . L
over the years, weve been able
Goviop now o, and et we o, ot
together

Maura's Vegas Story.

110 been wotkrg ot Zappos forsbodt
i monte

st reaction “Hell nol fm not
moving t Las Vegas™
Bt afer the il shock, v taked
whal we really tought, and it
lamed ot atagood umber ofpecpe
waried 1 sared ooty

nobody in ing was st being
builou and phones we n
instated yot, ricatod

‘exchusively rough o-mail. We hed 3 fol.

low, almost fie years later, we
ccpy o bk ot ovenlarger
than the origial one. g
mes a0 I-quse et a1 08
Tning here speaks for isefl

Alfough it seems obvious in rerospect,

i ana g ot togener i
aimostal of our wakig Fours.



new hire had goten a prety good idea of our
auture

v e fed recorsed o st enty
£ we coud

mindes of conver
Showilio allnew hies 5ai.

“Yoah. someone.else said. That woud
have been pretyco

“Or we coud have tanscribed i and
given it handout 1o prospecive
‘employees,”someone aso chimed i

"You kpow what?” | said. "We shouid just
23kal of 0w enpopes o e o e
paregraphs about it Ve cure
mears ‘and comple 1 a1 ino &
book”

‘Ard st ke tat. the idea for the Zappos
Culure Book was bor, and (s been a partof
Zappos ever since. Every year, & new edition
of the Zappos Culure Baok s produced,
which we give ou 1 prospeciive employees,
Vendors, and even cuslomers.

1| sont the following_e-mail 1o al of ou
‘omployes in Augist 2004

Hion
To: Al Zappos Employees
Stbject Zappos Culure Book

in your respor
disibuing the book 10 all now
Tires a5 wal as al exsting
employees.

e
you spacicaly, as it wil be
Sierot or afrent peopl

We warted o b as tansparent as
sile, 50 we decided hat nore of the

of
ediion, it



umenting how our culture was evolving

the vast majory of he eniies in
ou frst cultre book wero positive, we aso

awakep cal o s 1o ba mors proacive on

Ask Anything

The feedback from e cufure book ed

the quesions tat have been

asked:

< Wanis paoidaypany?
« Who is o the Zagpos com board of
arecas?

What ofner music have e considerad
».w.g as ur ol misic?
e oard vt e ar som brads

*HTars the most expansive i we have
overhad onour site?

fow ch does Zapposspend o stiping
(12 rom) i any oo
e egmarars e aamaracers?

We spantthe nex saveralyears focusing

porionce,
sirengthering ou culure, and investing in our
employees'  persoral and  professional

los_contiued 1o grow, driven

ncrgased o credt 1 over ime (0 $100
millon

el strange 1o have gore from the brirk
of going oul of business o such rapid growth
over such a short period of ime. Wo didn
Kpow it at he tme, bu al he hard work and

i we
inemaly eier o 25 5P are e orly
competiive advariages 1 we wil have.

g o

Everyting lse can and wil eventualy be
copied



Cultivating the Culture Book by Jenn

0 o dosribe your
companys
roe parsgraphs, whet would
Vou say7 o0 aikod your oo
vorkers to 6o the sam, how
similar (or diferen) do_you
hink theiransuers would be?
ry first taked to
mo_about croating a cutre
book, my nterest was pigued.
was such an urusual idea-one
at o one had ever dore in
quit tho same way.What Tony
ontomplatng _was
Counterinuive and somewral
sk
ung age of fi
Zappos e o toqen !n:mrg
its aterion on brand and
culure. The 10 Core Values
wereri uly establshed ye,but
3 curo book seemed ke a
powertl e
company on the core va
because al of e cortent woukl
come fom the source of os
values, the people who orked
at zapy

The orginal idea as
simple. We woud ask

eave 1t unedied and pubish
everyting i a book:
Compietely  unedied?
Thats crazy!
A

worth taking. ¥ the. company
Was bl going 1 stand befind
iis 3

see i Zappos was doing it
dignt

What began as an off the
o idea five years ago has
now become somelhing bigger.
U stared a5 a medium where
employees coud reely express.
thomsahes, and 3 way

o
contibute their_perspecives
o0,
Today it become a book.
of rafererce anyone
el inerest
be itas a job applcant. a smal
business_owner,
becaus: baieves

waked ~the  same lne
Consistenty as Zappos. taking
fisks on ideas befors hey were
twas a bifion-

dotar company.
In an age of ransparency.
‘when Twiter can cordibue o &
< s or i

Cultre book makes sense for



their organization. ¥ you've
thought about i f00, here are a
fowthings worth considering;

1. The Cuture Book is not about the
book...it's about the culture.

¥ someone asked you o
cororate values or mission statemort
withoutlooking I up, could you'
wonder

Snes at aply ot st 10 work. 5 1o
i,

In the secion about Core

markable how vakes can be exacly

you create a cuure book of
Nmawn 25k ousat
 bo comortable prnting

v s ompoyese: st
and partners have o' say about Yol
culre?

1ot what v ke for o
ot e

e e book is_worh men
uress it refects culure and vales thal
aro akoady in place.

2 ifs a shorttern expense, fong-
tment

Once you have a cuture—investin it To

Some companies, tnking long-ferm may

bo_compkisy imetor. Spor

ney on pintig and _shi
Syl ook n 146 xecnm\uwu\ age

willpay off marfol.
3. Make it availabl to everyone.

Wo bogan by giving a copy 10 all the
emooces s i S parers uto corvied

Gulure Book is
el b e genenl pite oo e
‘Appendix irfor That
ahiays e e
asking 1o read e Culure Book of

Zappos nexttimo she orhe neads & row
i ofoansorsroes (And i worr a
mertion that book prodt i< a

T more eacenae han oy HAc)
4.Give your evangelists a voice.

s past year was the st i

asked Zappos csiomers o got v mm

i thepro

e ot scbmpssins tom

allover the work, a3 wel 25 6-mals for
Who wished they ved in

1o be in a book assocaied i
company ke Zapy

n e carler years, we_asked
dors and pariners o be imioived (00,

of mauh, s become a vakabie



et S
educatonal  from tnern.
bl e itiloet
imporiant they ae 1o Zappos 0o.

5.4 word is a word, and a picture is
worth a thousand... but a brand s
worth 2 milio

metting_as
mng.» a; a m o someting Gated

for mamsehes. Wiy? ecaise ey

socn i n ook s 0 niun

In some ways, It s But I a cul revober
around makng people happy 1 sign up
anime)

Then comes the picures part. By

famiy does. fom mor o
Warshmalow Peeps® contests, hapg

hours, Zoidays, e amual vendor party
o ge readers a of e

brand n a non-cbinsive way. These
aren' ads—these are pictures from our
ves

6. Notall cultures aro the samo.

I heibood,yous company's ook il

Zappos Culre
Dok e 1ot besaine onc ay by
e ober, s jet becae you
values and mission are uique ©
mpanys tumbprint. Make it a

e voice of what your culre represerts
and i sing ke It5 inhe shower.

7. Evolve.

1300 sl e of hober a cre

mission, thre's o doubt you

Forty years from row, | imagine 11
be it on my rocking chal, brow
fie T inhinory Roort,

apping the ai in fron of me 1o pick out
it Im gong o wear for myrephow's
weddi

Sosking my i on Zapp0s mmm 00,
I pot suro what form Cuturs
Bookail st Dot port ot 160 Koo
ore I be reminscing
those eary Zappos days witha smik.



Branding Through
Customer Service

Over he years, the umber one diver of our
‘routh at appos has been ropeat customors.

adtional shipping costs are expensive for
el Vo tun ot e

markel
Wediso. uﬂ-l 2365 day o ol fr

hppr uhen ey hucse o o shppna

con i hat,
Varonoss BT wbich ackaly ot st
offient way fo rn a warehous



walk Bt we'e not tning 1o masr
picking effciency. We're tning o masimize
r experienc

romerca business s dafined i

ey a it lonoly and wani somaone o tak
o

rominded of a time when | was in
Santa Morica, Cafforia, @ few years ago at
echers sales conerence. A

oone’s hotel order
ome food. My friend from Skechers tied fo
orer 2 pepperon pizm from e room-

it . ot we were Stawng at 6d no



missed the deatline by severa hous.

n our incbriated state. 2 for
cajoed her il caling Zappos 1oy o order
ap s up on o o

longer celveng ot food, and b sha
warked o know | there was anything Zappos.

was intaly a bit

brand. o matte how unusualor bizarte the

fend from Skechers? Afler
tat phore call she's now a customer o e

10 Ways to_Instl Customer
S o Your Company.

1. Make customer senice a prioiy or the

g
H
g
3

scialyco Escatons o 2 spenvacr

Shoud be.
« oz et 5 ckay o e customers
o insatiable or abuse your

Joyees.

Bort measus ca imes, dort orco

employees to wpsel, and dont tse
s

g
g
3

g

a5 an expense youre seaking o

H

e eniie_companycolebrate
great senice. Tol sior
experiences o evenone in the

company.
Find and tire people who are alteady
passioaioabot csomr senie

o great senice o overyons:
Citomers, empiayees, and endon.



Culture

Today, we ofe fours of our headquarters in

Lo Veges b b gurerl il T ke
about an hou, and we open ourseives

ine b bacaise weva found bat s 8

greal way for people to get a e serse of

our culure. I one hing 0 read abou i, but

aimost s gone on our four
il s it el ey kil it oe
lices ar ol o cuto i voy Traly

ndarsiand vyt 50 mpora
¥ aays 1 vy We cotiny
never plamed to give pubic tours. Ks just
rober eramge o somelning bl oied
orgaricaly_over
emiogess choso > norace and ke 10

Imuslnd lest vsndnrs e uegmw
ndor visied o

Lo o e maryonaiong s wosd

give them a tour of our operations. Over e,

as word of mouth spread, we found that

rends of ot vandorswaried s got a o

ried_geting random

et fom fionds nd cusimor s go.on
atour.

i o caty de, o o wous ke lss

than ton mir and more
e ng oo oheos, dorart

Groups within Zappos stared to como up wi

Gifrent ideas on hou Gach tour

more and more of a WOW experence for our

vorytour i diffrent, bocause you never

taken and put up next fo he pictures of
Serena Wikams or Gadys Knight when
came and toued our off you might

et heads shaved by ofher employees.
The Origins of Bald & Biue Day.
Our arvual Bakd & Bhe tracilon stated

5.2 dare whil  fow of us wer hanging
ok ata bar. An &-mal went ot o next

Date: June 7,2005
From: Rence

TorLas Vegas Zappos Employees.
Stbjoct Bald s BEAUTFUL
Helo.

e il ke e oo e



erifoudice obe avokrieat

Our amployoes know that our mumber
one prioriy at Zappos s our company

el of e tgs [ st merdored have
come sbou arganicaty rost of them | Gont

om0 hoyve. 2boady
Fappensd). a fow of he tings we do ans
more puposef e

For exampe, we "
‘omployees walk tough a cental rocoption
area o got in and ou of the bulding
though here are. mor jent doors
located coser o the pari prevous
tonaris had used al the doors in our buiking
forexting, bul we decic i of hem

"o 50ty o massue e st of
o e brough ogor omployeo suvoys
by asking employees whether they agroe or
Seltec i atamarts soen

* Islevert e companytas a iher

porsonal and professioral developmort
atZappos.

Toonsaer I cooters ok my
family and

+ Ve by o

always on the ookout for ways (o
improve our comgary cure, o mater ho
unconverior Counternitve e

enance group cohes
psychological _ phenomenon ase
Siess” We forwarded he. aricle fo. our
marag
" time, as we focused more ar
oro on our ulure, we Uimataly came (o e
realizaton that  company's cure and @
mpanys brand are realy st wo sides of
Same cain. The brard Is jst a lagging
indicaor of 3 company’s culure. Ths
realzaton evertaly led me 1o
folowng blog post:

Your Culture 15 Your Brand.

Buiking a brand today s very diflerent

g
odether,compariesans bocomna ors



or ot An unhappy cuslomer or a

[
oy can spread ke wghrs by .l or

wih s ke Twiter
s is tha e reverse s

v
you perceive your inferaction wih hat
mployee wil affect how you percaive
Company X, and tarefora Company X's
brand. i can b a positve infuence, or a
negative i moloyes can

9
fontine employees that are paid o tak
10 your customers.

At we decided a long
tme ago that we didn' want our brand fo
be jst about shoes, o clting, or even

oniine retailrg. We decided hat we
o buid our brand fo be abots the

very best cusiomer senvice and the vory
somer ereror
that customer senvice sk be jst 3

dewmﬂenh it shoud be the entre
" vertsing can oy et ou
so far. F yo

ot by vw o g e
et v b-swﬂym buid 2 brand

interiows looking for  relevant

rience, techical abilly, it vitin the
toam, otc. But then our HR depariment
does' a separate set of i 3

ook e program, in



ng-fem vision of the company, our
phibsophy about company cultre—and
hen youre actaly on ta phone for 2

o are here for more
jta paycheck We wars employees
beleve in our long-term vision and want

10 be a part of ourculure. As s out
onawrage, os un % fpecl erd
w taking

Gne o the grat acuaiages of
focusng on cutrs 15 whan reporiers

companies, wo donit give rop:
sma st of people they e alowed 0 talk
0. kst encourage them 1o
wander arotnd and tak ver ey
wan_ s our way o b rspar
as possible, whichis partof our culure.
We've fomaly the Zappos

culure interms of 0 core vabes:

1 Dot wor gt erves

2. Embrace and Dr

3 cmmrmmmwm ness

4 s, Creatve, and Open-
Hinse

5. Pusie Growth

& Bl Open ana rones Relatorstips
vith Communication

7. Buld 3 Posiive Team and Famiy Spirt

8. DoMore witLess.

9. Be Passionala and Determined

0. Be Humble

Many comparies have core vakes,

butthey dont really comit 0 thr

usualty Sound more ke someting youd

read ina pess ralease. Maybe you lsam
bou them on day 1 of oenaton, but

n b

ambaseadors bolh Insde and ouside

Poofce

end o he day,ustremermber

vty geho o . mstof e

st g bulding a great
Bran- i o pace o s o

though our core vaues gude us in

o adahwa had one  sooner



Core Values

Back in San Francisco, Nick,Frod, and vied

g the st | reaized
i rveeﬂEﬂ gt renone -t on
i bt T o
o i o G Bk, asked
‘very mployee fr et oughs o what e
s cuure was,
The il st had tiryseven core
vaes:

Culure s Everyting

E
H

Persoral Growh and Streching
Achioving the Impossible

FamiRelatorships
Emoloral Comnections
eveloping Your Gut

Durertp
aking b
i et
NatBorg Amm o o Mistaks
el
Botom Up (Meets Top Do)
arierships

£
H

9
§
g
8
g
H
H
{

ek

Passionard Positity
Personaily

Oplnr-ss e Honasty

Iwrﬁlwml
35. ALitle Wolr

52" ik o Cavgh t e

37. Quiet Confidence and Respect

s a long st 50 we stared tinking
about which values were the most important
we warted 0 be.

combine. same of them nto a single core
“ale.

the couse ofa
entira company several times ard got a ot of
suggestons and faedback on wich core
vakes were the most mporiant o our
employecs.

Ives supie th procoss ok oo
b e vared lo make s ot o st
Proigh o process pocaise s ;o
Vakos w avaraaly come >
vand o be. ones trat we- coud. tuy
embrace.




e e oy vt
m,uerqw ar A | mentonss i
ro & o B Hog st @ ot o

often core valves, which we st use today:

1. Delivr WOW Through Senico
2. Embrace and Drve Change

3. Greate Funand a Litle Weirdness.
4 Be Advenurous, Creatie, and Oper

5.
B

7. Buld s Posiive Team and Famiy Spirt
8. DoMore wilhLess

5. Be Passionala and Determined

0. Be Humble

iy was a vae that had boen
xwgeum by soms omplgess bt | made @

in evenyhing we g, not st referting 0 them
when twas converient

Ower time, ou recrting dapartment
developed interview questons for each and

o
ndorsa P g p o the core valos s
partof thir b expacta



Zappos Core Values Document



THE ZAPPOS MISSION: To live

25 ws row e o company i e bcome
ore and mre morar o epicy e
Za from

ame page and acting corsistenty vith what
We wart Zappos to bo allabout
me, e wil st

s Gacisions based on te Zappos core

L —
cachun we v oo e rporan
thomes into the folowing 10 core valuss.

1. Deliver WOW Through Senice

2. Embrace and Dr

3. Greste Funand a Litle Weirdness.

4. Bo Adventurous, Creatve, and Oper
Minded

5. Pus and Loaring

6. Buld Open and Honest Relaionships.
it Commurication

7 BuliaPosive Team and FamiySpit

& DoMore with

5" Do Passonais rd Detomined

0. B Humble

deaty we want all 10 core values 0 be
g we o, inchs

iee\ ore ke Zapps and bt eect o

chalenge © everyons is tis:

Make at least one improvement every week

that makes Zappos betéer reflect our core
Joss,

The improvements don't ha

an extra sersonce or two 0 a orm o make

more fun. for example. But fevery employee

made jst one smallimproverment every week

1o beter reflect e core vakes, then

ond of tis yoar we wil have over 50,000

smal charges that colicively il be a very
ment 4o

Mol dasmpum\ of each of he 10 core
vakes i bel



Deliver WOW Through Service

At Zappos, anyting worth doing s worth
Going N WOW.

example, we dori ofer blanket discounts or
promotons 1 customers)

We ssek to WOW ou customers, o co-
workers, our vendors, our parners, and in e

sk yourself. What are tings you can
improve Upon in your work or atiude to
WOW more people? Have you WOWed al
least ono person today?

Deliver WOW Through Service by
MarthaC.

In 1984, 1 had_spert seven
wghout

fom the snack bar and read e
N

lucky dote

‘Suderlythe_gerteman
betind me reached over and
paid for my soda. | tranked him

forever.

Vumed 1o him and asked
im 1o give tm o mo. With a
puzdod look on s face, ho
asked why. | had compleoly



placed

n'a bag and handod it 1 the
genteman

He looked a me and said,

“Tel me about s ‘random act

of WOWness. * He istenad to




Embrace and Drive Change
Part of being n a growing company is

henge is constant For some
‘specaly those who come from

biager companies, tho cons

can be somewhal Unseting at st ¥ you

change. b teriusiasically
a more_importan,
encourage and dive it We must aways

plan for and be prepared for constant
Change.

change can and il come

adat o charge ard espond qucly

"o e ever evonig. s vt o
contine lo stay ahosd of our
‘competion, we must coninually change

owohe as fast as we can as long
‘embracing constantchange i partof our
auture.

Ask yousel How o you plan and
1ngo? Do you view now

ampousrrg your drect
repore o e crGe?

The Power of 1%
Blog pos by Afed L, GFOICOO,
January 2009

It s the best of imes and it vas the

vorstofimes.

A Tsle of Two Cites, by Charles
Dickens

OnCNBC Roport 208, Mara
Bariromo_quoted _ Charies
e, rowng. ol whle
Dickens was referring 1o the
Fronch Rowolion, he coukd
have easiy been taking about

No doubl, 2008 was a very
chalenging yoar, statng out
wi

rlail | emironment _that
degraded siowy in the frsthall

March. but we managed o
grow our business. over last



cusiomers!
We can reminisce abou
2008, but now et 2009 is hre

bt even
“ofcialy’ happers, we aready
wbatwe need 1 do.
o

botr Keall, we would do this
ery single day. 1 sounds.
Gauning,  bu remember

what is e 1% i '
can_change fo. make myseif
beter personaly

professionaly. as

Wworit be easy and 2009
Wil oo doubt present 1 own set
of chatenges, but we positvely
il get trough i Have a greal
and happy 20091

s

o puting o vith me.



Create Fun and a Little
Weirdness

One of the tings that makes Zappos

and fun for everyono. Wo want
ompar rave 3 uique and
memorabl i

workers'obs fun s wer?

Fun and a Litte Weird: Live Chat
log post by Todd, a Zappos.

The reason | was testing out

Zappos e chat was becaise |
m “Cruser In a
beach crser sioe, and | vas
arious. howZappos ol
hardie my chal Zappos s
kpown for sence. v
ting their

e oy by me 0
e chal | used e
e a5 my atas an ava

Chatlog below. Zappos rocks! |
coud ot even make
w,Iswear.

1 are now chating vith
Jorathan.

Joratar: Helo Timmy. How

Ty Ty tes 8 b ot
“mmy Ty noed vateh

Jumlmw T see what | can find
for

Tinmy inthe’ 3 person?



Wobym irg sbou Ty vt

Joratran: Jonatran woud be
happy 1o naglect the use of
pronouns for the duraton of s
conversation

Timmy: Ty’ wrist s big, but
ot Biggie-Smalls big. Tromy
doestt " Tave e roqured
neasumentinsy

Ty s ¢ ar Soois it

iy
brother, 5o that does help.

Joraihan: Jorathan ks thal
s waich Wil work out well for
T s

circumlerence is 9 inches,
il probably il arura s

rahar: s lonatbar's

Zappos.
Jorathan loratben  wit
Upgrade Timmy's account.

Timmy: Yos Tmmy s repeat
Tmmy Bt Ty s aor
‘ogo and not my acuel

Jorathar, ol

ey emai addens? 11

e

g Foeny o seces

orders

Somoamallcom nthepast

Joratran Al right TODD!

Jorathan: fm going to upgrade

youraccount fo VIP status! This

il ersure that al fure orders.

g o i i bsressday
ppingfro of charge!

Soratan st lacoyour tre

orders a

ey ey

jonathan: Good. Good.

s anghing else that
Jorathan can o for Ty
i Timmy ok row

§
3
i
H
§
H

i Have fun!



Be Adventurous, Creative, and
Open-Minded

A4 2200, wo s potant o pecpe

We approsch siuatiors and chalenges Wit
an open mind
‘Sometimes our serse of adveniure and

o ik ouside the box) but thats what

0 2appos? Do you approach siuatons and
challnges vithan open mind?

Bo Adventurous, Creative, and Oper
by Christa F. (Recruting Manager)

recnitng, 1t was. the lack



creativity and adventure in my
ot tied Seen Hing e

n Zappas a5 win o e

core Being
Aaorusous, - Cisatie,  and
Openthinded Is ot 3
recommendation; its the way

e, And i you tirk you

e, one
iogetchatoes o e e
wes firng a large volme of

Team

daliitly werer'Lgoing 10 be a
it qucky and then bring the
p bock o sitdown

" as o fom ettt

dance musc, drrks,  and

comedy. had foks
group and share a fun act (ot
a bed way fo

ougaing Ieaders are. i
group) and aiso did an ‘Oprah
moment where we gave away

o
o oo mors e, e



they dread going inlo work on
Monday morming, ifs because
faow

2 1am st

Sample Interview Questions  at
Zappos

The appilcant is wiling to think
and act outside the.

G me an o fom o

onthe job? Why was i
Toll mo about a tme you recogrized a
problemarea to_impr vas

o e ke . Wt wes o



did you do it?"

« The applicant is more creative
than the average person.

+ “Woud you say you are more or less
cretive an e avrage porson? Can

o,

You do for tose eight

The applicant is willing to take

risks in trying to solve a
o

+ “What's an example of a isk you took
in a prevous. fob
aucome”

s o st tme you broke be
isipoley o et 0 don’



Pursue Growth and Learning

At Zappos, we tink its imporant for
employees to grow both. persoraly. and

professionaly. Ks. imporiant
rallrge and sielch yousel,
stuckinajob where you don' fee ke you are
g ol
"We belleve tha nside every employee is
moro_potortal than_oven tho_ omployes
himsethersel reaizes. Our goal is 10 hap
employees urlock trat pofenial But i has to
be a join efort You have o wani o challnge
a ursa nrder for 10 appen.
youive been at Zappos for more than
fow mor ing s clar. Zappos Is

oniy way for a company to survive. Bu it can
ako at imes fesl risky. siesst, and

it ma

jain when wo fnd out Tat tings have
changed. Trat s the cycle o growh, and ke
itor o, tratcyce wot so

hord... but il we werent doing

how fo 6o what we'e doing efther. I hey di,
they be the Web's most popuiar

Suse, people have dore parts o wat we do
befors, but what we've lear years.

understand the company ision?
Pursue Growth and Leaming
by Maura s.

w n verking at
Zappos six yoars ago, 1 had o

‘appied to answer phones so |



with al the wonderf books out
e,

e also pushed mysel 1o
get back o & heaty astls
T r fve nat maratbors and

G0 scba dning, Central
Amarica o cimb 3 vokano,
‘and camped on one 1o walch
the_neigboring .
Happiness!

< amazng back

can't wait o loam



Build Open and Honost
fationships With

Fndamerialy we beter ot operrass and

and_esternalverdors, busi s,
leam members, and.

Strong, posite reationships tat are
open and- honast bi
diferentiates Zappos. otrer

Aleyingedotin o rostonsivs s
dorop emtarel_ coroctons

oot o vy g ok
Tobionaos. 1 bs compassonce, Herdh:
oyl ' make s bt o do e g
e atorsgs wel Tho

Terdes ing 5o 1o 1 Dok Tt ot 1
. you can accomplish o much

n any relatonship, s important 1o be a
st a

is he best ourdaton fo any relatonship.
remember that al the end of the day 1S nol
what you say Jou do, but how

ny
w good the communcation is. We wani

everyone (0 alvays ty 0 go the extra mie in

encouraging _thorough.

effecive commuricator

make you relatorstips more_open and
horest? How can you do a beter job of
Commuricating wih veryone?

.



Build a Positive Team and Family
Spirit

At Zappos, we place a ot of emphasis on our
culurs because we are both a leam and a

2 posiive team spity

Build a Positive Team and Family
‘Spirt
by Robin .
My husband passed away

under ragic. circumstances
December of 2007. | coudrit

When my serior marager
receiveg my msterical al, she
rowed et compassion and
1nd adiice fo caim me.

She assured that | shouin' be
concemed with anying sise



pressue fo retun o work o
Soon as possible. They even
wolunloerad fo caler e
recopton for

-wmm "t wha Zappos
When | retumed to work. |

reecsea myieas, o s g

nd

rarangs atkeslowod o

time 10 heal and gave me e
gl reeces o con

o foionns

onwimy .



Do More with Less

Zappos has aways beon about being abl to

imouate incremental
improvemeris 1o our_operatirs, 3
siing © make oursehes more effcier,
alvays ting o fgure ou o
sometng botter. We use misakes as
leaming opporiuntes.

hsk iow can you do
youite doing moro oficieny? How can your
Geparment more eficient? How

e come more
effiert? How can you personaly help the
iy become more efcient?

Do More with Less by Vanessa L.

Honed Zappos in 2007 g

H
§
g

food
16l Do More With Less



passionate, and _resourcelui
ere at Zappos han anyuhere:

Roadbiocks aren't a dead




Be Passionate and Determined

Passion is the ful hat drives oursees and

i company fonard. 1 e passon

eterminaton. perseverance, and the s
urgency.

We are inspired because we befieve in

work? Do you ke nhal you 6o and who you
iin? Are you happy hera? Are you
inspired? Do you beleve in what we are

doing and where we are going? Is tis the
place foryou?

Be Passionate and Determined
by Dr.Vik

| met uith one of our Customer
Loy rpe o col oy

ety
ore'o bs e s el
hvowing her money down e
bes nan parinentsh vas
she s er s

nogea
e and ner hsbard
bils and credit cards plled 50
Tigh they did have much lo
could save was

Boughta boat o recroaton

Thelr  succass  wasnit
immediate but her passion and
defermination fo work ihei pan



Be Humble

il vo e guan Q0 st ve
aro always chalerges.
mm o tackie. We beliove
fappens, e shoud  always be
re!pswu\ of everyore.
we calbrate o indidual and
leam Siccoseo we o o oot o 0o
e trat others differenty fom how we woud
want 10 be_teated. hstead, we car
ourseives with a qut confdence, because
e belive that i the long ru o character
willspeaicfor soll.

respec hat ey veat you?

's more fun to_talk with someon who
Gootnrunefrg et
vords bul rather shor casy words like “What
aboutlunch?”

~Winne-the-poh

One of e other goals when we came up with
o ton core ales was to creale 3 list hal
Was unique to Zappos. and didt sound ke

the company 51 by looking a eirlistof core
values,

 Google search for each of your
company’s core vakes can senve as a

Fm not suggesing that other companies
shouid adopt our cor vakes at Zappos. b
most cases, that would bo a huge misiake.

ur core values are simply the core vakes

irong_company culure. Core vakes are
ossentialy iized definion of a
company’s culur
s tiums o i doesi acely mattr
your company’s core values
el s Bt s v o i ot o
commit 1o s imporrt s e

e ot you g o n they
e Gt vy o v o

et nrg!nul\w
s persora coo aes don uho
companys core valuss.
mwmmz\ydeﬂne the companys character and

Forindividuals, characieris dostiny.
rganizations, cullr s destiny.
“To lear more about bow you can create
commitable  core  vakes  for  your
ake & look at the irks n the
‘Appendixof s book.

Vendor Relations
by Fred

1 consider vendor relatorships
o be one of the key



proft ten they don
money loimest n researchand



esitof tis "death spiral” most
etars al

We warted Zappos o be
diforont by creating
colaboralive _refationshps n

ch both partes share the
iisks, as wel s the rewards.
We found It much casior to
create allances whan partners
align themsehes 10 the same
visionand commi
accourdabilty, knowing we'l all
benefit fom achieving our

business, nol orly would they



Negotiatiorsat Zapos
ro 3 bil diflrent as wel.

ratiude. We
"a verue such a8

el pool or Rain

Nghicup at the Paims and

mean o our company. The
first yoar we did L. the verdor



about it for monihs! Now its
me such an ovent
s we dor work with and

they can enjy he fun oo,

We ke fo show o
‘appreciation oher tmes of the
year ren a brand

o get
ot d iy to play

e
beon o buking relasorsnps

i oir vendors.
Jatonstips _aren't

u oW o
astor ve been 3
crtical part of otr growth fom
ay one, and even thot
were an insignifiart _part of
thar business at the begining,
roaled s i
respect Our longime rop Alex
‘works tralossy on our behal to
it e and i
mpr o

found on Zappos. They work.



|
‘work with for almost my entre

When 1 et Nordstrom to
help stant Zappos and solct

S1th mostvauable pars ot
business.

Layofts

crazy yoar. We experienced

Some of ur ighes righs as well as some of
our lowest lows. boih Inside and outsc

began o yur cobratng v i

had

oars ironar bodorsarc
o 3007 shronn ot govs: 30
we decided fo suprise al ployees
Wit & onetime cash qul o 10

of tharking everyone for heling us excoad

inat year, UPS inited Alred and
e Sy b vl e Ohmics, wich

e of the hardest decisions we ever had to



1 sert the folowing e-mail o all of our
‘employees, which we also pubicly posted on
our bogs:

o Nower 8, 2008
Hsion
To: All Zappos Employees
bject Update
Toal Zagpos ampioyees
as boen a fough,
ot day o oo ot
Za

re The layoffs wit
affect almost_every_sing
depar Zappos.

Jason Cotcaris o rws
2 yelbiten enal va ks
B

bout i
b e

i ogeer o 2008 pan ai

gross
tartivn s o be'wen



for 1 1o & months of COBRA

yments.

i oo at o st ke
caro of ladof . we
et g

These are tough times for
ryone, and m sure ther

be meny iolowip qsions o
s email £

mstons a0 e spoay
b or deparimert, please tak
o your department manager.
For "t o aesiors,

ry Hsieh, CEO

Afer the weekend had passe, | sent a
folow up e-mail o our remaining emoloyees,



whichwe also publicly posted on our blogs:

ok Nowr 11,2008
ony
n, A hpﬂus smvwees
ng for

ook was & tough
ok o ovo

ogetrer for Grnks
o ot a5 prcred

we're in ight row s unike any
Wotme,  These  are

mertoned in my  previous



crossdepartmentaly
vt bo enire company
ol
Remember, tis is ot my
‘company and i is ot our

"o i, CEO

We roceed o bt of modi aterien

ing back now, fm ncredibly hankul

and gratef that we a1 banded togather and
it ose our eam and

famly spi. 1 really makes me feel proud of

1850 hope tat we never have o go
rough anyting ke thatover again-
Pipaline.

Mary coporatons ke o say that_hei

e cor rous oy
ause he employee st has the same skil
setthat h P when he frs n

n focusing onncividual as assels,
instead focus on bulding as our assel
pipsiine o people in very single depariment
Wi vanying levels.of skils and experience,
anging fom entylevel al the way Up troue!
serior  management _and _ leadership
fions. Our vsion is for amost al of o
Tires 0 be ety level, bu or the company to
provide ai the taining and meriorship
ssary o that any employee has the
be

‘work not s a job or career, but as a caling



o m, we hiro [
reaing fashon magezhes. For o raming
am o e mare or our out

pomotes ©_corain
company, regardless of which department he
orshe may b

Samping of Courses Offered by
e Piin

* Fouuesk newtie i (g

Leadership Essertals

Zappos Library. Made to Stick
irarce 2 Tho Plaming Pocess
ublc i

Deterg| mu
TermedialecLevel Compstency wih

+ Tival Leadership
+ 1-wook Korlucky Boot Camp
- Now marager or

- Performance Ent nt
- HR10

- HR10;

ing Though Tours.
‘Customer Loyaly Sl Refresher
+ Progression Plan Worksfop.

Once s piplne s fled for cvry
department, hen anytime a single individual
o . company. ero i
Someone right in font of him and someone
1ight behind him in the pipelne o take over
s resporsibiiies. i this way, the pipeine
mes e true assel of te company, rat
any singe ndividual
Ouer he konger torm, we are_also
planning on exending the pipeline concept
10 four years belors an erirylevel smployee
Jpins Zappos. ¥ ou recrutin tear
buling relatonships wih cotege studerts
. star as frestmen and oflr
mimer nermstip positons at Zappos durina



Tweets to Live By
Evnboty s bor o

. dy

pivate_Mount

were puton s slr‘hh; cimd”
Hugh Macieod

f you raw more tran
prones ren s ot o

—lim Colins

1o person s kg o

fsnt i5ioning, bo  patert
Marbe b s a smat hece o
Rulfinbis.

" Wirie-he-Poch

n the pursuit of knowedge,

e broke into my car

i Notting worh kg,

@i nculy ks o a moss
1"Should schocide s
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Taking It to the Next Level



PR and Public Speaking

I the two years leading

Zappos. i and more med
Goverage. A lo of people assumed
must have PR offors, but tht

by-prod
eivering a great productor expererce.

As our media coverage increased, | staried

elleved when it was.firaly over 5o | co

1 on my sieep. Even though | dint
really erjoy the whole experience, it had a
vory posiie impacton our business, so 1 was
glad | [

akso hat as uncomortable as | was.
with doing them, they were opportunites for
me. o Iy and

Each spoach | gave was just anoler pracice
Dutg my st e of pbls speakng |

o remember the lnes | had praciced e
nghtbefore.
With each spacch, | found myself slowly

I reaiized that rabody koew what | had

et whie people
apprecard e conetof o speearn ey



ppos i ross, a hge
ifonce to actaly hear i
They (0ld me they cou reall feel my passion
for company cuture, X

i

nen | firal gol on stago, | stl had
some jtters for the frst minute or two as
adjusted to the audience and e room. Afer
tat, e ime just flew by. The audience was
ore engaged than they n in my
provious taks. | aven managed o get soma
inexpecied kughs fom moments. in my
sories when | was st tying o el a story

instead of tying o recite ines from a scrpt Fd

14d ate ear trat | had achieved the

t
about usuaty ust o o piace. |just wort by
vee basic njes for my tak

1)B passi
20 Dwsmul s

| made the mistake once of agreeing to

perfrmanc Linad ou b s ony okey BUL
vas 3 g aring orrce
inisd 1o spoak
someuner. |t e krow at | i oy
sk abou cran subjcs, whch may or
may not overat them

evwmw " woud oo 1o Z3ppes 10 be
ted o Tal aciorce, | s 40 B

" ol decino



Insights

s at Tory Robbins everds
TEDidla _(Tochrology Eniortainment,
Desigr). SXSW (Souh by Soulwes),
rerce where the Daai Lama aso
Spoke, and the nc. 500 Corference. Ive
may of o a ooks we admire
and cany intho Zappos Library, incuding Jim
olirs, in, and Chip’ iove

of o publc speaking appearances. From

o Joped many _groal

elalorships and business opportuntes thal

e never happered.

apply ou core values whenever we

aive et Fatr B oo o
spaakw opporturities (o expiciy o

Taoros g iead vy 1 shrs 24 meh 28

g a
Raatorstips Wi Conmuscaion, we's
and ofrer detaled

Al of tis led to the single b

1o orgr st abs Zapos. o v [
charq



Alignment

We did notiment e idea that aving a vision

merchandise sales goa, wel ahead

e
Bt at the board level, we were al a

in i for th long haul. Luckiy, | controle
‘enough voing rghis 5o at the board couldn
force the_company,

was only concerned about maximizing profls
fom our &-commerce business.



Top 10 Questions to Ask When
Looking for Investors and Board
Momb

1. Do you realy need investors? Can you
avoid funding by growng more sowy?
2. How actvely invohed wil your invesiors

bo? How actvly imolved o
can your
nsston i Ao

4. What s 1 tme horizon for a rarca

rockr by o b vlon e e

7. o ey acoept less profis i it
i that he vsion coud be fufled

fosar
5. How fesive are your investors and

9. Who conirois e i
conirls the board?

10. Do'the core values ofyour invesiors and
oard mai Jues
oftre

Alfed, Fred, and I rainsiormed ways we
coud adgdress the alignment issuss we were

i our board of drectors. We
cerainy it wand o sef the company and

o sor else. To us, Zappos
wasnt ust a fob ing o buld our
careors. K was a callng. We had too much of
an emotonal imesiment in pany.
st give up. We had gotien through much
fougher things at Zappos it
Il amrer e e e

o 8o o cams i win

ok ot o oo drecors.



‘Amazon

We figured it would cost abou $200 milion to

we let hm koow tht we weren't

looking o sel the compary.

Date: August 16,2005
Tony Heieh
To: Jfl B
o Thusdays
AmazonZappos meeiing

i Jot—
I looking forvard 1o
moeting you in person on

Thusday.

T variod o s proer
expeciations
actng. and ol el vy
are Jooking to 1pp0s a5

opportunitias. | ook fo
hoaring you  ideas  on
Thursd

Inour minds, e vt of @ ottt
scaisibon

We had oriinal o
Idoa of exporing an acquiston sconaro wih

o, he was rght
italy, Amazon warted to lteraly buy

Zappos cause

e doe most o their previous acaisitors.

That it st wel vt Afred, . or mysel.

n our minds, tat et oo @ we were

Dikina he Zapoos brane, ousiess. s



‘owners of the compary.

0 we pushed hard for an alksiock
vansacion, ng 10pos
sharenolders would simply rade in thalr stock
inexchar n shares. oL minds.
s was i the spirt of e
mariage i foring,

over e nex several monifs, our levels of

EC. o baard of directors, our investors,
a1 e gerrl uni o1 i o o
cly

pueenivigh »- . Pt vind

il at o pradoomined o, I s
o loning el s employoes

Date uy 22,2000

Subject  Zapp:

set_aside

y u a big day in

Zappo:
s, ming. ou board
approved and we sgned whars
oun " definit
agroomont” in which al of the
eusing  sharehoders _ar
iesiors of Zappos (fere ar

e
one, Amazon il become he
only 'snareholder of Zappos
stock.



o are excied aboul
‘Goingtisfor  main reasons:

ik that here is @ huge opporunty

of ‘o existng  sharehoid
investors.

o tough each
o s o bs\w ]
me got o the questions
ot goosang panyelyoi o
Top 3 Buming Questions.

QWi suhave ajor?
entioned above, we

Secire 2 fwas a month ago
Q: Wil the Zappos cuturo
change?

Our cuture at Zappos s

core vakes is o Embrace and
Drive Change. What happars
o our culure s 1 0 us.
es atvays Just ke
o, wo aro n corirol
gestiny and bow
ovohes,
ig part of the
Amazon s nerested in s
is because they racogn
val of our cullre, ou people,
and our brand. Their desire is
for 15 10 coninue 1o g
devlop our cutre (and
perhaps oven a it bl of our
Culure mayn m)

905 triess we ask them fo.



Zappos brand, culse, ar
business even sronger ihan it
is today.
Q: Are Tony, Alred, or Fred
leaving?

ar we can accomis
for Zappos with Amazon s our
rew, Part of e ro

o doing this is 50 that e can
got a ol moro done’ more
ikl

years aays
boen inerested In Zagpos and
alva,
espect for ourbrand.
everal g0, they

our own nique way. | hrk
rique” was theirway ofsaying

“nand a e weird)
Ower the past several
wow

oach oifer battr, botn sides

does. it throunh  developing



relationships, creating personal
emofioral_connectons. ar
deivering fighiouch (WOW')
cusiomer senice.
We reaized tat Amazoris
w and

o to accekrale
Zappos' prograss and to make
name and the brand and
‘everyting associated wih it an
endur arer of
peopie’s fes... You are now
ffee to et yoir imagination
o conemplato

boled  doin to. asking
oursalves 2 questons:

1. Do we bekeve that tis wit
accelerale the grouth of the
Zappos brand and help us
our mission of ~ dalivering

g
g

with Amazon
Kpow them and understaning
teirinterions  bette
reached the conchusion hat the
s 1o these 2 questo
10 YES and YES.
Tre

and our cultre just 35 we
al vo. O mission

Wih our vendors oursehes, and



elping us getfo where we are
o

ts cefintely an emotioral
day for me. The foeing:

asa

Q: Will we stil continue to grow
our headquarters out of Vegas?

Just ke beforo, wo

planto cortinue 0 grow our Las

Vegas operations as long as

we can continue 1o attact the

dight talont for each of our

departmonts. We do nol have

any_plrs any
‘Gepartments, nor does Amazon
s fo because ey

recogrize that our culue 1
‘what makes the Zappos brand
spocial

Q: What wil happen to our
‘warehouse in Kentucky?

our warehouse or ce-versa.



ight Zappos and
Amazon beliow tat e best
asbner epetercs s o
continue rurving our

i Koy o s cumont
locati

Q: Will we b reduci
I order o g opersionat
tcioney?

There are o plans to do
50 at s tme. Boi Zappos
and Amazon are focused. on
grouth, which maans wo wil
need o fire more people o
elp s grow.

Q: Will o gt a discount at
Amazon?

because wo ar
planning on contiuing 1o
o5 as @ separale

eiter, triess ey bake 1%
cookies and delver them in

a:Wltourbonefs change?
ring on
maling any changes (g of
pormal course of business)

10 0ur bonefit packages.

Q Do we keep our core
Yos, we wil keep our core
values, and Amazon il keep

0 ou wanigipetes
rams or _progression
plm changs? il ners sl

opportunn
We wil conirwe buiding

o Jpeine and

progression as_plr

ror
an, e are actaly
annopatng " more_ growth
opportuntes or everyors.

Wil we continue to do the
special things we do for our

ers? our
customer_service _policies
goingto change?

st ke before, thats

completelyup o s to decide.

Q: Can you tallme a it moro

enroprereur, as wel as some
of the misakes ha's made.

=X 05Crah

Q: Im a businessfinancial

ensersnpe, brond "solocion



and positwe  ca
Accolra
companies’ scale and g
rapctory in he shoe, apparel
nd accessorles  space;
Sigrifcant syergy
porttes, i
techmology,  marketig, _and
sibe tematonal
expansion.

Q: What s the purchase
price?

Ths s not a cash

and wil be pubicly avaiable
whenitis fled

Q@ Canyou tak e a lawyer

"Tris amail vas ser on Juy
22,2009, b comnecii

proy or.
A e a
egisiaton stalament on For

iih e Securles and

thc\l-hnﬂpmspad\s
Za Sharenoiders  and
sors are uged 1 cartly
a0 corsert
solcitoniprospectus when it
vaiable and otrer

elevard documerts fled wilh

e Securies. nge
Commission _regarding _the
proposed merger because they
contain importartinormation

ut Amazoncom, Zappos.
ar proposed_merger
Sharehoiders and investors wil

able lo obiain e consent

Swiabie ot

Statemerts

contined in tis email are nol
Statements of historicalfact and
o fonvard

1 twerty minutes afterward, | sert a
folow-up e-mail keting our employees krow
it v woud bo teurg o sbtends
mesting two days later. We had reried out
one of the ballaoms in a conference center
earou ofces.

Ao .o ey g rappred, o

Test of the day as our employees ook In the



As predicted, employees were inlaly
by e news.

had beon worred that amployees woud
be 100 shocked by the headine of A

Hwas an incredibi ting o witness, and
haps ono of the best sxamples of our
‘employees embracing and divig change.



All Hands

The oo s packad, was onsage at e
ook

alihands m ing over a crowd of
oven s employees

and Fred were on siage with me, aong with
cougle of people fom Amazon.

We amounced that we were going to
sar the mesting, and everyone cheered and
sared cppig. T eersyn e oom vas
it out an bourcovering
‘everyting that was inhe e-mal I sentout
two days earler and answered_addtoral
questions ou e mazon ai
nswered some of the questons o give thlr

hen | snmed everyting up in one
sentnce: Gotirg maried © Anazon wi
glow o UL o vsion f Glvorrg
Rpiness o h okt moch air”

Shipping, we had just mad our already happy
employees even happier wih the suprise

ot o momon rprsened
yor id

passon
oo of bt of o ey g
change the

Halfinterionaty and half by ik, we had
found_our pah to. profis, passion.
pupose.

We had found our path to delivering
happiness.



Halloween Toast

On Octber 31, 159 PM Pacc Tra

ater of waitng for_ron
deal wih Amazon offcialy
dosed. The tolal vale of e fransacton for
ppos sharehoklers was over $12 bilfon,

based on Amazon's closing slock pri
s belore
 happened (o be in New Dok, nda, at
the ime. Afed. Fred. and | had scheciiod
Gorderence cal togetter lo commenorate he
‘ovent. v Zappos taditon, we had plamed to
tako a shot of Grey Gooso vodka logathor
over he phor
“Wrat should we oast 07" Alred aske.
For some reason, the firs thing that
o my mird was Bizz Lighyear from the

.
“To infnly and beyond!” aid.
We all toasted. R was oficial. Zappos
and Amazon were maried. We coud fraly
« et ine. our

‘We were exciied about the possibifies
ofwhatvos oo come.
wera exciad abo what we were
aboutls b opetir
“The fure was vaitingfor s,

No matter what your past has been, you
have.

a spotless fuuro
ZAUTHOR UNKNOWN

In Jancary 2010, Zappos moved

o and v rrked rumbor 15 I
magazine's amual "Bost

Comparies o Work Fo” et



~



m



Delivering Happiness

S0/ i bok tasbaen abou o, sbout

‘and aboul some of the lessons.
R Kot song el
Sofr, you've been a passiv reader
il pages of 1
1d ke 10 ask you lo actvely partcipate and
ik about e answer o s ques
“Whatis your goalnife?”
n sk diferert people s queston,
1 g6t a ot of ifererd ansviers. Soma peoy

Whatover your esporse is, [ ke you'o
think about your answer o e folow-p
question
Depending on what they sald befor,
people might say they wart o et cary of
faster.

Again, whalever your resporse (0 the
provious. queston was, 4 ke you o ask

2 set of answers people give
it

Diing i i e, make o
reppier
inthe end, it tums outthat we'r al aking
etk pons I st o . same doas
ppiness.

WHAT IS YOUR GOAL IN LIFE?

e

il s llie
(© HAPPINESS ©

n 2007, | started geting interested in
about

and rosearche amine

what would make normal peop happ
'sared reading more and more books
ks out o Sl ofrapinss

includi and

Hoppior il o yusl a !lﬂe mhbyum
intrest of mine that had

wics,

one day, it It me. I had

cvrtin o o i oo, (h ebespe
seemS soobviows i ok me over year
1o figure

e oy ad customers o us that

iy
Toam, o the happiness thal employess fool
from boing part of a cure whose vale:



match their own personal values—the thing
that_ties all of these tings togetrer is
tppines
005 we oxpanded s ision and
ppbse 08 simpl st
Zappos 5 about devenng happiness o
e

been intresiing (o ook at the
mwn of the Zappos bran promise over

1899—Largost Selecion of Shoos
2003—Customer Senice
2005—Culure and Gore Values as O
Platorm
2007—Personsl Emoioral Comnection
2005—Delvering Happiness

Frommyperspecte scemed o make

parsoris happiness kv revers back 1o
wherever it was bofore.

“To me, learning about tis phenomenon
Was incredibly ineresting. R meant that for
ostpeopi raly acneung i goal e

whather
Scunb gt o o Fagpess you ik 1 ik
getyou

timate gosl is happiness, then
wouidri t make sense for you fo sty and

Knowedge among marathon runners, b for
st of us It can seom proty
courierititve



15 happy. Bul researc

can perform beter in a marathon ifyou tal

Jousell in weys that may Intaly seem to go

againstyour gt instinct Simiary, esearch in
e

are thngs that you tnk will make you happy

Yourown personal evel o happiness.



Happiness Framework 1

Happines is roaly st abou four i

porcelved _conirol, percelved _progress,

Beociiness omber ans seth of oo

rlforsps, ax wsnieang e er
something bigger ten yoursel

HAPPINESS FRAMEWORK 1

(©) Perceived Control
(B) Perceived Progress

P2l connectedness

Vision | Meaning
rats ntorosiing about is framework

Is tat you can apply these concepts 1 your

business a5 wel,

Perceived Control

Inou cal center,we sed o give rases once:
a year fo o reps, wich they didn really
v "

wndthat our call center rops are much
appie being i convoof i pay e which
sklisels o atain

Porceived Progress

I our merchandising department at Zappos,
e used o promole. employees from the

1o give smater i i o o
six monts instead hat were

equivalent of the previous sigle promaiion.
Aflr_sightaen_morihs iscorih
periods of smaler promotion), the ond resul
s sill e same-in terms of tainng,
corifcatin. and. pay previous
promotion  schedue.  We've found_that
employees are mush happier because here

is'an ongaing sense of percelved progress.

Connectedness

o v shown vt ergaged emplyes

We place 50 much emphasis on company
cuture at Zappos.

Vision/Meaning
Both Good fo Great and Tribal Leadership



or being number one in a market is an
important element of whal separates a gro:
company (in terms of long torm fiancial
performance) flom a good



Happiness Framework 2

Gt Corly's bok Peak does an erelert
bt descriding howfasowsHerrchyca

oo levels ot business

Doposes and” gt customers,
employees, and nvestors. famer

premize behind Masiow’s Hierarchy of uman

needs is porson's sunival needs

(1000, safety, shoter, watr, elc),

n motnated by other

achievement, and crealuy

Customers: Meals expectators
dosires > Moots

ez e

Noney =
Retogmien = Moaring

Inesiors: Tansacton
Alignment = Relatiorship

‘Algnment = Legacy

comparies ad managers befeve

rat g ampoyees mor il make
ppier, whoreas. v

Show that once people’s basic needs are
3 i doun the st of

e Sampons o s of o csomer
ierarchy atwork

Recaives corect flem  (meets

»  Supise upgr
soping (meets uacogrized needs)

MASLOW’S HIERARCHY




Happiness Framework 3:
Three Types of Happmoss,
d

leasure, Pas: an
Higher Purpose
Pleasure

The pleasure fype of happiness s about

Seopis s happiess evls o mmecialy.

Passion

“The passion type of happiness s akso kiown
25 fow, where peak performance meefs peak
o35 ‘being in e

Higher Purpose

The righer-purpose. type of happiness is
bou b pat o semoting boger b
arirg o

passion and, ifthey get around t i, ook for
theirhgher pupose.

3 TYPES OF HAPPINESS

Higher Purpose.

P

Flansure

Based on the finings of the research,

however, e proper stategy woud be o

figr out and pursus e highor purpose frst

(oos 1 is e ongesizsing e of

Pappiness). then layer on fop. of trat he

pesson ard ben st an op of that the
leasurs type of appir



Happiness as a Fractal

According 1o Merram Webster, a fractl is
“any iequiar cues or shapes for which any
chosen part s imier i sape o 2 ghn
foer o smalr part when mognifed or

o oot (inr
Wondarand, by O Ken Schwart)

One of the propertes of fractas is ra f
J0u200m n or 200m out he pictue oo
same orery imlr Accodg o Wit
mary natural  objecs have. fractaike
propertes, incuding  couds, mountain
ranges,

of the most teresting fractas 1ve

THE PARALLELS OF
BUSINESS AND HAPPINESS

/
HAPPINESS BUSINESS

43 g, o patrs gt b
geometic fractals may appear infiely
Complex. b Ms_ofan el a sy

i Fappbass s ar cpanang oo
can help guide you along e wa

Even though writing a book w: e
Fings ot | e 1 Crock oo my 1 of
ings to do, this book wasrit writen st fo
rat roason.

Pough s book il serve a5 a
Pardbcok o s Zapes ampoyos and

movemert 1 help ke the vk  beter
poce,

ly hope s that through s book,
eswnlsmd irsses il ook o change

Zappos. My hope is that more and more
Gompanies wil sart o apply some of the



T i wil rot oy bring
appinsss, bt ko enab you 1 G et

Bus hopelully Ive succeeded in geting
you fo start asking yousell the. fight
questions.

Are you working oward maximizing your
reppines eachday?

o not ofect of your exstorce
on ol oo 51 rspinse o word
ach.

‘What are your vlues?
1516 you passionate about?
What nspires you?
Whatis your goal in fe?
What

oo oy gt puose?
Whatis your nigher

When you valk it purpose, you collde wih
dostny.

—BERTICE BERRY
1 hope reading this book has inspired you
o

your _customers happier

pupose: delvering happiness o the wri.






Join the Movement

A2 gudng e e fraing o, |
iy o ask mysel, i@ happon if

rogors i e sam
vay? What Would 1o word Iook Tike? What
vould the et effect bo on the. overal
happinoss in'he

my order wrong, or whether 0 hold the door
open for_a sianger who's a sighly
incomverient istance a

Visitus onlne at

Leam wha else you can do o be a part
of the movement.
Together,w can change the word

Thousands of candios can be it fom a
single candle,
ond ne e of e conde il ot be

Tweets to Live By

 “Lie isnt abou fincing yourselt,Lieis
o creating yoursel
—Goorge Bomard Sraw,

- s amazing what you can accomplish
ifyou o 1ot care who gels he credi”
SH S Truman

+ “We cither make oursehes miserabie
or we make ousehes. strong
amount of workis e same.”

“Caros Gastaneda

+ “What lis belind us and what lies
befors s are tiy matiers compared o
whathes witinis.”

~Raloh Waldo Emerson



Appendix;

Resources

Web sitofor s book:
hny dei

Addioral sores for which we didnt
ook

Book recommendations:
v el i

Zappos core vakes:
i
Howto creats commitiable core vakes
foryou organizat
s e i .
vy
“How Tuitler Gan Make You  Better
and Happier Persort
ito- e delveringhappinessbook comtter:

Folow me on Tuiter (@zappos):
o uiter comizapoos

Publc mentions of Zappos and our
employoos tuoels:

o Auiter 20003 com

Photos and videos of Zappos culure:
bioiogs zapp0s com

orsrlomatonabs Zappos
"awisbout zappos o

*» Zappos gt ideo subscipion

Seruice fo enrepreretes and
o v zapposinsighis com
Zappos job opportunts:
bawions zapoos com
Gk ook losse ks e
maiing addross)
e Gasposoom

Tours of Zappos headauarters inLas



BUSINESS
PLUS

rized as oe of the most
presigious business imprins, Business Pl
Speciaizes in publishing books hal are on




labs have boen changed based

tak about e at Zappos.



