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Dedication

For my parents, Patricia and Bernard,

who stressed curiosity, compassion, and preparation while raising me

and for my wife, Tyrene,

who inspired me to become a better man while saving me




Epigraph

“There is only one boss: the customer. And he can fire everybody in the company, from the chairman on down, simply by spending his money somewhere else.”

—SAM WALTON
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Prologue

The first time I met Jeff Bezos, I asked him what he was wearing.

It was the spring of 2016, and I had been hoping to sit down with the then-CEO of Amazon before he appeared onstage at an annual tech event hosted by my employer at a California cliffside resort. At the time, I had been reporting on Amazon for three years but still hadn’t met Bezos other than a passing hello as he was whisked out the door at a different conference two years earlier. As disappointing as that was, it was not all that surprising. As Bezos’s wealth and fame ballooned, his PR team shielded him from the journalists who knew his company best. I can’t say I totally blamed them: the Amazon story was splintering away from a pure, feel-good tale of great American ingenuity into a narrative with more complicated offshoots, and he or his advisers seemed to have determined that avoiding the toughest conversations was the smart move.

So, when I was told by Amazon’s PR department that a meeting wasn’t going to happen, I decided to make my own meeting by waiting for Bezos backstage. I wasn’t planning to ambush him; I was simply looking to strike up a conversation that might create an opening for more substantive discussions down the line. As the event approached, I strategized about what my opening line should be; I knew it would only be a matter of time before his security team or his PR handlers made my life difficult. Then I got some inspiration: Fortune magazine had recently ranked Bezos No. 1 on their 2016 list of the fifty “World’s Greatest Leaders” and, in the accompanying profile, the famous entrepreneur mentioned one of the new Amazon initiatives in which he was most interested: the company’s foray into private-label clothing—basically, clothing lines that Amazon would source, brand, and sell itself. Not necessarily the sexiest of product categories, but one that my nerdy retail brain was also interested in, so I decided to latch on.

With that in mind, I thought I might succeed both at showing Bezos that I was paying close attention and at making him laugh if I opened with something like: “Hey, Jeff. I’m Jason Del Rey from Recode. I recently read that you are spending a lot of time on Amazon’s private-label business. Are you wearing any Amazon brands today?”

On the day of the event, Bezos stood alone backstage, watching the onstage interview that preceded his from a monitor. He was dressed in a dark blazer, dark denim jeans, and light-colored button-up, along with brown leather dress shoes. I walked over and shook his hand as I introduced myself, and then delivered some version of the lines I had planned out in my head. After digesting my question for a moment, one of the world’s richest men shot back with two questions of his own.

“Did you just ask me what I was wearing?” he deadpanned. “Am I on a red carpet?”

I waited for his mouth to crack into a smile or for him to unleash his trademark booming howl. Neither happened. Instead, one of his PR handlers must have sensed his unhappiness from afar and raced over to intervene.

“Did you just ask Jeff Bezos what he is wearing?” the spokesperson shrieked as Bezos retreated, I assumed, for good. I tried to explain the context, but it didn’t seem to register. Much to my surprise, though, Bezos returned a short while later, after helping himself to a nonalcoholic drink.

“What are you wearing?” he volleyed back. I explained, awkwardly, that my outfit was selected by a stylist working for a service called Trunk Club, an independent startup that had sold to Nordstrom in 2014 for $350 million. I didn’t mention that my sister had gifted me the service (in part because she knew I was a terrible decision-maker and in part because I needed to step up my fashion game in advance of hosting a new conference of my own). What I did reveal to Bezos was that the service required that you trust the advice of a random human to pick out your clothes—one undoubtedly with some type of fashion sense, but perhaps not exactly your fashion sense.

Aha, Bezos said, nodding along. I wondered what the person who had reinvented bookselling, then blown up the entire retail landscape through digital commerce, thought of a rather old-school approach. Leave it all to humans? For innovators like Bezos, wouldn’t the ideal service use technology to outsmart humans? Bezos explained that his preference would actually be a combination of both: computers to provide a selection of algorithmically generated clothing options, which a human stylist would then filter to make the best, final choices. At the time, another startup, called Stitch Fix, was offering a version of that service. But sure enough, in 2019, Bezos’s idea would manifest itself when Amazon unveiled a rival service of its own.

Bezos then excused himself to take the stage, but his words lingered. It was just one of many examples where Bezos had crafted a vision of Amazon’s future that seemed outlandish—Amazon, a fashion stylist?—only to become a service years later that at least some found appealing. Not all of the crazy ideas would pan out; but many did, and in industry-shattering ways. He and his deputies had done it with bookselling; then cloud computing with Amazon Web Services; video streaming with Prime Video; voice assistants with Alexa; grocery delivery with Amazon Fresh; and now he was trying it with fashion, too—no matter the critics or the risk of failure. His penchant for cooking up wild ideas, but then bolting them down with technology and operational rigor, had helped transform his company into a global powerhouse, even if the fashionistas or incumbents in other industries he infiltrated turned up their noses—at least initially. Walmart chief among them.

My discussion with Bezos, though, also reinforced a few other things I had learned about the way he and his company were evolving. On one hand, the company’s avoidance of an initial meeting with me, plus the terror that appeared to overcome the PR rep when they realized I was speaking to Bezos without preapproved permission, confirmed that Amazon didn’t want to have tough conversations—at least not with informed outsiders who understood both the good and bad of the company’s business and labor practices. It was, as retail and PR industry veterans had long told me, a similar approach that another high-flying industry titan had once taken: Walmart.

Of course, before Amazon came along, Walmart was the big bad bully of retail and American capitalism, with a reputation for squeezing suppliers until they moved operations to cheaper labor overseas, paying its workers next to nothing, and decimating mom-and-pop shops while plundering their local communities for tax breaks. While Walmart was a savior to tens of millions of Americans who sought its bargain-bottom deals, others viewed it as Public Enemy No. 1. But after decades of ignoring or dismissing top criticisms—founder Sam Walton himself said in his 1992 memoir, “I don’t want to be too critical of small-town merchants, but the truth is that a lot of these folks just weren’t doing a very good job of taking care of their customers”—the company’s third CEO, Lee Scott, chose a different path in the mid-2000s. He sought out and listened to critics, whether outside groups or reporters, and even agreed with some of them.

“Over the last couple of years I’ve been spending much of the time talking about all the negative publicity we’ve been getting, not from the standpoint that we hate the press, but by asking our people what we are doing that allows people to perpetuate these kinds of negative discussions about Walmart,” Scott said in 2005.1 “We can’t just fall back on the idea that we should have some leeway because we don’t mean to do any harm. We’re going to be judged on how we react to racism, or sexism, or these other issues when we find them going on, and I tell everyone we have to react more dramatically and in a less forgiving, harsher way to behaviors that don’t measure up.”

Self-serving or not, there seemed to be a conscience growing inside Walmart that was mostly invisible to outsiders in the first few decades of the company’s rapid growth. Yet in the years that followed, as similar waves of scrutiny crashed ashore in Amazon’s backyard, the tech giant did not seem to have learned from Walmart’s approach. Amazon had in many ways become Walmart 2.0, for better or worse. One could argue that the company’s immense selection and low prices were at least as devastating to competition as Walmart was. Plus, Amazon added a third ingredient to its cocktail of innovation and competitive destruction: one-click shopping coupled with speedy delivery. But the company’s famed “customer obsession” was not accompanied by the same level of employee obsession, which meant a grueling pace and meager wages for workers. That, in turn, transformed Amazon into a natural target for unions, labor activists, and concerned lawmakers as well.

“There is just blanket dismissal of any criticism being real,” US congresswoman Pramila Jayapal, whose district includes Amazon’s hometown of Seattle, once told me, referring to Amazon’s usual response to critics. “There isn’t really the opportunity to say, ‘Here are things I’m hearing, things being reported and what is the response?’ The response is almost always, ‘That is ridiculous, this is a conspiracy, and someone is out to get us.’”

* * *

But Bezos’s comments to me about a better solution to an old-school retail problem also reminded me that he and his company did not totally disregard the old ways of doing business. He wanted to take those practices, turn them perhaps 90 or 180 degrees, and infuse them with technology if the company believed the result would be cheaper, smarter, or otherwise better. Bezos and company didn’t despise traditional retailing; they thought it could be a whole lot more convenient for the people who they believed should matter most: customers.

Again I was reminded of Sam Walton and the retail goliath he built from Walmart’s headquarters in Bentonville, Arkansas, and out across small-town America. Walton and company didn’t upend the retail industry in the 1980s and ’90s by demolishing it and inventing something altogether new; instead, they reinvented it. Walton’s memoir is full of odes to the inventions and tactics from competitors he happily borrowed from: cash registers up front from Ben Franklin stores and loss leaders or “image” items from early discounters like Gibson’s. Checking out the competition was one way Walmart “tried hard to make up for our lack of experience and sophistication,” Walton wrote. (A look at Amazon’s famed “Leadership Principles” shows Jeff Bezos’s company also borrowed ideas from the titan of physical retail. At least two of Amazon’s original fourteen corporate tenets were inspired by Walton’s Walmart culture: Bias for Action, and Frugality.)

But despite Walmart’s onetime appreciation for competition, the go-go Supercenter-building sprees of the 1990s and 2000s opened up blind spots. The top-down centralized operating structure that allowed for the precision and ruthless execution of the Supercenter rollout seemed to lessen the appreciation for competition—at least in a new digital world. There was no time for it. Walmart leaders were consumed by the massive revenue and profits associated with its Supercenters, and mostly ignorant to the threat and promise of the internet.

In a way, Sam Walton feared a future like the one Walmart was barreling toward. He wrote of the danger of morphing into a “centrally driven chain, where everything is decided on high and passed down to the stores.”

“[I]n a system like that,” Walton wrote, “there’s absolutely no room for creativity, no place for the maverick merchant . . . no call for the entrepreneur or the promoter. Man, I’d hate to work at a place like that, and I worry every single day about Walmart becoming that way.”

By 2014, when a forty-seven-year-old company lifer named Doug McMillon became Walmart’s fifth CEO, Walton’s fears had largely come true. So McMillon would make a giant bet on a new generation of entrepreneur and promoter to help rescue the traditional retail titan from an Amazonian attack.

* * *

On the morning of March 4, 2022, I found myself seated at a blue plastic picnic table outside an indistinctive squat brick building in the northwest corner of Arkansas. This was the home of Walmart, the greatest disruptor that the United States retail industry had ever seen—until a certain upstart two thousand miles to the northwest began carving off a little bit of customer spending here, and a little bit over there, until no responsible competitor could ignore it any longer.

On this day, I would be visiting with the man charged with holding onto integral pieces of Walmart’s past while choosing wisely where to adopt from those leading into the future. Doug McMillon was handsomely compensated for this job—north of $20 million annually in cash and stock. But his task was not easy. While Jeff Bezos and the rest of his company had spent the 1990s and early 2000s bending the retail industry to their will, Walmart had long treated online commerce as a cute side project, establishing a separate headquarters in Silicon Valley, where it was easy for Walmart’s leadership team to sometimes forget that it even existed.

It’s hard to reject your own DNA. And Walmart’s DNA was built around in-store sales and heavy profits—two things that Amazon rejected for much of its history. While Walmart trained Wall Street to regularly expect profits, Bezos preached the opposite message. We are investing in growth instead of profits, he told Wall Street, but someday when we have snapped up enough market share, we promise we’ll have tons of excess cash to show for it. That was Amazon’s long game and Wall Street investors gave the company a very long leash. Amazon was also able to exploit a tax advantage over its brick-and-mortar rivals for the first decade and a half of its existence that only helped. Amazon was a nimble, fast-moving giant, while Walmart’s profit-heavy success, and expectations from investors demanding more of it, gave the traditional retail titan less flexibility.

But McMillon was determined to awaken Walmart from its digital slumber and acknowledge the existential threat that Amazon posed. Along the way, he had to drag many Walmart lifers toward a new future, which could be an uncomfortable one. The symbols of this attempted transformation were evident beyond Walmart’s walls and all over Bentonville on my visit. On the day before my meeting with McMillon, I met a top Walmart official for a patio lunch at BlakeSt., a members-only club housed in a renovated 1887 farmhouse developed by one of Sam Walton’s grandsons. In the background, a member did laps in the temperature-controlled outdoor pool. Someone called it Bentonville’s version of Soho House.

From BlakeSt., or really any downtown Bentonville location, construction cranes were a common sight, reminding me of a scaled-down version of the controversial boom in Seattle that some longtime city residents have blamed Amazon and its ascent for. As my gaze shifted up and out the window during one Lyft ride across town, the driver put it best: “More buildings, more homes, more everything.”

One major component of the “more everything” boom was a brand-new Walmart campus beginning to take form. It was around 350 acres in total, with a long menu of amenities aimed at attracting a new type of professional that McMillon and company desired to continue to modernize the company and defend against the Amazon attack. Among the new perks was one that caused employees to do a double take, and its CEO thus needing to mention twice.

“You’ll see improved parking, meal services, fitness, and natural light—yes, natural light,” McMillon wrote in announcing the opulent new campus in 2017. The Walmart “home office,” on the other hand, originally opened in 1971 and was once best known for its bare-bones aesthetic and, as McMillon’s note hinted, a dearth of windows. But how would Walmart’s new home reflect on traits the company had long been proud of, company long-timers wondered?

“To what extent does that now mean that you don’t own frugality—that suppliers aren’t going to walk in and say, ‘Hey, these guys aren’t messing around?’” Marcus Osborne, a former longtime executive in the company’s health care division, said of the new office plans. “To what extent does it sort of take the focus off the customer?”

“When you’re sitting in the old home office,” he continued, “all you had were these nasty cubes, but you saw merchandise everywhere, and it was just—you were surrounded by this stuff. And it forced you to—we were constantly reflecting on customers. I think that’s where this is going to be a challenge. And I see it for a lot of companies, but I think it’s going to be the hardest for somebody like Walmart, because of its history and legacy.”

Yet some kind of Walmart transformation was necessary and long overdue. Amazon made sure of that. It first attacked Walmart in general merchandise—from books to electronics. Then it went after Walmart’s core grocery business, both in the digital world and later the physical world. Along the way, the tech giant carried out a yearslong offensive to convince Walmart’s most valuable customers to defect to Amazon Prime. Not all efforts were successful, but the pace was unrelenting. For the first time since the launch of the Supercenter, Walmart was on its back feet. Walmart, “Everyday Low Price” stalwart, destroyer of any and all competition, was finally an underdog.

For many years, Walmart leaders didn’t even acknowledge this, in part because Sam Walton’s and Jeff Bezos’s companies operated mostly in separate spheres—one a massive brick-and-mortar retailer, the other an online giant. But in 2016, Walmart aggressively moved into the world of e-commerce, while Amazon would soon make big bets on physical retail. The resulting rivalry was a no-holds-barred power struggle for dominance as Amazon’s ambition only grew and Walmart’s homegrown CEO attempted a business reinvention for the ages.

Along the way, retail experienced an unprecedented shift accelerated by the Covid pandemic. Customers moved more of their purchases online and began expecting more convenience from physical retailers, while mom-and-pop stores and once-prominent chains alike were being wiped out or forced to do business with industry giants. Amazon and Walmart reaped the rewards, with the two accounting for nearly $1 out of every $2 spent online in the US. But as the two megacorporations have consolidated retail power, troubling consequences have also emerged—for consumers and small merchants facing fewer buying and selling options, and millions of workers paid meager wages for demanding and sometimes dangerous work.

For the last ten years, I’ve been covering this battle between Amazon, Walmart, and other upstarts that have tried to contend with these behemoths of global retailing. I’ve done it in hundreds of written articles for Recode; a hit documentary podcast called Land of the Giants; and my own annual confab for industry heavyweights, called Code Commerce. Through that work, I’ve spoken with thousands of people who have insights into how and why these two goliaths operate the way they do, up and down the power spectrum; from $15-an-hour employees struggling through their first week on the warehouse floor to small-town merchants who depend on the platforms for their livelihood, to executives making decisions that impact hundreds of millions of people around the globe. That credibility helped me persuade both Amazon and Walmart to agree to interviews with many of their top decision-makers between 2021 and 2022. But this is not a book of access; history is written from many sides, and their side of the story provides just one point of view. As a result, I also spoke with other current and former executives, employees, and industry insiders—more than 150 in total—to provide a holistic view of the events in the hundreds of pages that follow.

The result is the story of the defining business clash of this generation—a battle waged for our loyalty and wallets, with hundreds of billions of dollars at stake and millions of jobs on the line. It’s the story of two industry titans dueling to become the go-to provider of any product you could imagine for hundreds of millions of people worldwide. It’s the story of legacy-defining multibillion-dollar bets to try to win—at all costs.

But this is also a tale of ego and revenge, with legendary executives and ambitious entrepreneurs battling to invent the future—sometimes between rival companies and sometimes within the same company walls. As both companies continue to expand their respective empires into new susceptible industries, my hope is that this account will serve for decades to come as the key to understanding how Amazon and Walmart are changing the way we shop, live, and work—for better or worse.




1

What If?

On a late summer day in 1998, Robert Davis marched down Walmart’s Executive Row to the office of CEO David Glass and attempted to alter the arc of business history with a single bet.

Davis was a Mississippi native and self-proclaimed introvert with a dream of one day retiring to a log cabin in the woods. He was also a marketer by education, a technologist by choice, and a software engineer by trade. At the time, he had spent a few years overseeing a skunkworks team that was intent on making sure that Walmart would embrace the opportunity of selling through a new, emerging channel called the World Wide Web. It might be hard to remember now, but back in 1998, Amazon was just starting to dabble with selling merchandise other than books. Walmart, on the other hand, had access to just about every category of product imaginable, and the resources, pricing, and logistics prowess to blow their tiny rival away.

Jeff Bezos seemed to recognize this, because a year earlier, the Amazon founder and CEO had started poaching Walmart bigwigs away from Bentonville. First it was Rick Dalzell, a Walmart IT leader who oversaw the retailer’s innovative data-warehousing initiatives and whom Bezos recruited to be Amazon’s first chief information officer. Dalzell was a burly West Point graduate and Army veteran who loved solving hard problems almost as much he did fly-fishing and Army football. Dalzell did not believe Walmart was taking e-commerce seriously enough and was enchanted by the vision he and Bezos shared for how the web could enable building a personalized store for each and every customer.

A year after joining Amazon, Dalzell phoned his former Walmart colleague Davis to offer him an Amazon job of his own. Davis informed Dalzell that he was unlikely to follow him to the hot internet darling; he had been at Walmart for a dozen years by then and could envision working for the retail behemoth for the rest of his career.

“I drank the Kool-Aid and was very devoted to Walmart,” Davis told me in late 2021, in what he said was his first and only interview on the subject.

At the time, Davis and his wife had just bought a new house on three acres of land out in the Arkansas countryside. “It was perfect,” he said. He also knew that the Amazon offer amounted to a 25 percent pay cut in cash compensation, because the tech startup loads up its job offers with stock. Still, he was intrigued by one thing that the Seattle-based online bookseller offered that he wasn’t convinced Walmart leaders did: a steadfast belief that the future of the retail industry was going to happen on the internet.

At Walmart, Davis had become frustrated by what he saw as a lack of commitment to e-commerce. Yes, management had granted him and a small group of peers the freedom to experiment with internet retailing by selling gift baskets online during the 1995 holiday season for the company’s Sam’s Club division. Yes, a year later, they were given the green light to launch Walmart’s first online storefront. But to really take advantage of the opportunity being presented, Davis believed deep in his gut that he and his peers needed more support from the company’s powerful merchandising and warehouse divisions. He also wanted the CEO to declare to the rest of the company that internet retailing at Walmart was more than just a test.

He needed the logistics division to know that when he requested that they slap a Walmart.com sticker on all those Walmart trucks that crisscross the country every day, the request had backing from the top and “No” wasn’t going to be an acceptable response. He needed the warehouse division to know that if he asked that they start prioritizing online order shipments alongside pallet shipments headed to stores, the CEO was on board with his request. And he needed the IT division to know that when the internet marketing leader asked them to prioritize an email solution to communicate with Walmart.com’s earliest customers, they wouldn’t tell him it would take a few years to get to it.

“What I wanted David to do was convene the troops and say, ‘We gotta figure this out,’” Davis recalled.

Seated across from Glass, Davis made the most powerful case you could at Walmart: he “bet his badge” on the idea. In doing so, Davis was agreeing that if Glass backed him with a bigger e-commerce commitment, but then the plan failed, Davis would pack up his bags and hit the road for good.

“David said, ‘No, I won’t take that bet,’” Davis told me.

The denial from Glass, who died in 2020 at the age of eighty-four, was somewhat ironic. Before succeeding Sam Walton as CEO, Glass was one of the Walmart executives most responsible for convincing the founder to embrace certain kinds of technology. The year before Walton handed over the chief executive title to his trusted lieutenant, Walmart finished rolling out the largest satellite communications system in the US, connecting its stores, warehouses, and home office. Earlier, Glass was the brains behind heavy investments in automating certain tasks inside warehouses via conveyor belts and barcode scanners. And the creation of Walmart’s once industry-leading Retail Link system, which provided suppliers with daily store-level sales data for their products, happened on Glass’s watch as CEO.

“[O]ne of the main reasons we’ve been able to roll this company out nationally was all the pressure put on me by guys like David Glass . . . to invest so heavily in technology,” Walton wrote in his 1992 memoir. “[O]ur fellows were just absolutely convinced that computers were essential to managing growth and keeping down our cost structure. Today, of course, they’ve been proven so right that they look like geniuses.”

But up until the late 1990s, those massive technology investments were mostly geared, in one way or another, toward improving Walmart’s core business of selling obscene amounts of merchandise at dirt-cheap prices out of physical stores. An online store, on the other hand, felt like something altogether different, and one with limited potential. While Glass could get behind some types of innovation, he was also the type of executive who had his assistant print out his emails rather than accessing them himself. Personal computers were not exactly his thing.

When Glass informed Davis that he wouldn’t accept his bet to double down on Walmart’s e-commerce efforts, the CEO predicted that Walmart’s online store would never register more sales than the largest single Sam’s Club brick-and-mortar location, Davis recalled. That may sound absurd now, but sales data at the time backed it up. In 1997, Amazon posted revenue of just $148 million, while Walmart celebrated its first $100 billion sales year. Walmart stores were firing on all cylinders. Who could blame Glass?

Davis did. And he decided it was time to go.

“I’ll take it to my grave how big of a mistake it was and how impactful it would have been to retail if we had done what I was advocating,” Davis told me.

Amazon Calling

Davis, who had envisioned growing old in Bentonville, soon gave his notice, packed up the dream house he once thought would be his forever home, and set out on a two-thousand-mile road trip in his pickup truck from northwest Arkansas to the Pacific Northwest. Somewhere around Montana, or maybe it was the Dakotas, a news flash blared out of his car radio. Walmart, the radio voice said, had filed suit against Amazon for allegedly stealing trade secrets through the hiring of former Walmart employees.

Davis was stunned. He pulled off the highway at the next exit and found a pay phone to call his old Walmart buddy Dalzell, who was slated to become his new Amazon colleague.

“Should I keep driving, or should I turn around?” Davis asked.

“Come on,” Davis recalled Dalzell telling him, “but instead of orientation, the first thing you’re going to do is meet with the lawyers.”

When Dalzell had made the same leap to Amazon a year earlier, his bosses at Walmart thought his move was bold, but a bit nutty; there was no possible way that this niche internet business, a money-sucking one at that, had any future that could rival that of the king of brick-and-mortar retail.

But they seemed to get over it just fine. After Dalzell spoke at an industry conference with the goal of attracting new recruits to Amazon, Lee Scott—a top Walmart executive who rose from living in a small trailer with his family while paying his way through college to eventually succeed David Glass as Walmart’s third-ever CEO—mailed Dalzell a cutout photo from the event along with a friendly message.

“It said something like, ‘You guys are looking good,’” Dalzell told me more than two decades later. “It was a positive note. It wasn’t snarky or anything. It was a very nice note.”

But by late 1998, less than a year and a half after Bezos had poached Dalzell from Bentonville, the good feelings were gone. It wasn’t just that Amazon had stolen one of Walmart’s brightest technical minds in Dalzell, but that it didn’t stop there. Bezos also lured Jimmy Wright, a hard-charging Walmart logistics executive, to drastically expand Amazon’s warehouse footprint. Drugstore.com, a dot-com darling of which Amazon owned nearly half, began going after Walmart talent as well.

Then there was Davis, the architect of Walmart’s earliest e-commerce tests. All these years later, he still wondered if his hire was more calculated than it may have first seemed. He was essentially the only software engineer responsible for Walmart’s first online retail website. And when he left Bentonville in 1998, he took the virtual keys with him.

Sure, he had been happy with the move to Amazon and thankful that Dalzell brought him on board—for thirteen years at Amazon, he was surrounded by people as passionate about the future of e-commerce as he was. The job also gave him the financial security to retire to his log cabin out on eleven acres of land at the age of fifty-five. But some things just didn’t add up; chief among them was the fact that Dalzell hired Davis to oversee key technology areas for Amazon that weren’t actually within his expertise.

“It very well could be that Rick didn’t so much want me at Amazon as he wanted me out of Walmart,” Davis told me. “I don’t know. I’ve never asked Rick that and I wouldn’t expect him to tell me. But I’ve wondered that forever. If Amazon wanted to stop Walmart, I was the guy and there was nobody to back me up.”

While it seemed obvious that Davis’s departure from Walmart would slow down the retailer’s online efforts, that was never the goal, Dalzell later told me. Davis was wicked smart and bold, with a thirst for solving hard technological problems. Before his work in e-commerce, he also played a critical role in modernizing Walmart’s point-of-sale systems, the computerized checkout stations that replaced old-school cash registers.

“Robert was in my opinion the top point-of-sale guy in the world,” Dalzell told me. “I knew that payments was a critical long-term component of how we would serve our customers at Amazon and I could picture nobody better than him to solve those problems.”

Dalzell said that Davis’s payments expertise and advice were especially crucial to Amazon’s efforts to fine-tune its revolutionary 1-Click payments system, which allowed customers to place orders without having to reenter their payment card information again and again.

“You can reassure him for me,” Dalzell said, “he was just a star and we were after stars.”

No matter the reasoning behind Davis’s appeal, his arrival at Amazon coincided with Walmart’s lawsuit against Amazon, Dalzell, and Drugstore.com. The suit hung over the Walmart contingent at Amazon for the better part of the next six months, until a settlement was reached in April 1999 without any money changing hands.1 Dalzell, ever the diplomat, maintains that he doesn’t take the suit personally.

“I have nothing but respect and praise for both companies,” he told me.

The legal maneuver was a “tool,” he said, and one that Amazon too has employed over the years. But at the time, it was hard for him and his wife to remove the emotion from the situation, especially when company lawyers were removing mementos from his home as part of discovery, the pretrial process where evidence is gathered and disclosed between parties. The Sam M. Walton Award of Excellence was the memento that got to him the most.

“That felt a little like a personal affront,” he said. “But,” he added, “it wasted a lot of their money and time.”

At Amazon, Dalzell got to work as Bezos’s tech consigliere and oversaw many critical technology initiatives that made Amazon more efficient, its website more resilient, while cutting dollars wherever he could. In 2000, for example, Amazon was burning cash at a breakneck pace, and the capital markets dried up for dot-com companies. The company was facing what appeared to some as an existential crisis, exacerbated by a credit analyst’s regular research notes predicting that the e-commerce darling might run out of cash.2

In a crucial meeting of top Amazon executives during this time, Amazon’s chief financial officer, Warren Jenson, who once dressed up as “excess inventory” for the company’s annual Halloween costume party, outlined a whiteboard calculation of Amazon’s financials and what the company would need to do to eke out an annual profit. The numbers were ugly, and Jenson recalled Dalzell telling the room that the profit goal was implausible.

“If we can’t do it,” Jenson replied at the time, “we should save our shareholders a lot of money and pack it in.”

Two weeks later, Dalzell came bounding down Amazon’s office hallway inside Seattle’s old Pacific Medical Center tower, Jenson said.

“I got it!” Dalzell crowed.

One of Amazon’s largest technology expenses was data servers, then supplied by Sun Microsystems—the leading source, but an expensive one. Dalzell decided to rip them out, replacing them with Hewlett-Packard hardware and Linux open-source software. It was risky, it was bold, but it paid off. “For every $1 spent on the new hardware, he saved $10 in license fees, maintenance, and expected hardware upgrades,” Business 2.0 magazine reported. The decision helped Amazon dramatically cut its capital expenditures, while the tech upstart’s R&D spending kept growing but shrank as a percentage of the company’s revenue.3 Without the move, it’s possible Amazon would have been toast before its tenth birthday.

“Rick was the unsung hero of that era,” Jenson recalled.

The Walmart veteran saved the day for the potential Walmart killer, though Dalzell downplayed Jenson’s characterization, spreading out the credit.

“In a startup environment, almost everybody is an unsung hero.”

But Dalzell’s influence was profound even beyond the server solution. His technology teams spent years building e-commerce software tools at Amazon that would evolve into technology platforms now responsible for around $100 billion of Amazon revenue, through Amazon’s Web Services division and its ads business.

“The thing I’m most proud of . . . was we set the company up in a way to move fast, and to . . . have it working towards being the most customer-centric company in the world, a goal that I actually could personally buy into,” Dalzell told me.

One of the keys to moving fast at Amazon was the creation of so-called two-pizza teams, which were composed of ten employees or fewer, with different skill sets and different roles, but who were all aligned on one project and could work autonomously as a group without much involvement from other teams. Dalzell first experienced a flavor of this at Walmart, where an IT leader named Bobby Martin created “strategy” teams, which matched IT employees with a business division for both goal-setting and performance evaluation. At Amazon, Dalzell shared these Walmart insights with Bezos, who took the idea to the next level; he granted the two-pizza teams great independence that allowed them to sidestep the halting bureaucracy of interdepartment communication.

Still, for Dalzell, like Davis, the move out of Bentonville was a painful one. He had only agreed to join after a monthslong courtship by Bezos, and a tortuous decision-making process that ended when his wife, Kathryn, convinced him to be real with himself and bet on his gut instead of corporate loyalty.4 He wasn’t planning to leave when Bezos came calling, but his departure, along with that of Davis and the others, did seem to light a digital fire under the collective pants of Walmart leadership.

“The only thing that gets you aligned,” Dalzell told me, “is when a new competitor like an Amazon . . . pop[s] up and you realize, ‘Holy smokes, this thing is legitimately for real.’”

Walmart Online

That, it seems, is how Walmart’s thinking played out. In the late 1990s, a young Walmart executive who had married into the Walton family—Greg Penner—made his opinion clear: Walmart needed to set up its e-commerce operation as a separate company from the one in Bentonville.

Penner believed that Walmart leaders back in the home office wouldn’t be the ones best equipped to confront this new digital reality. Penner, the son-in-law of Walmart chairman S. Robson Walton, known as Rob, had suggested Walmart partner with a Silicon Valley venture capital fund on the new scheme. The choice was Accel Partners. Penner brought an outsider’s perspective to Walmart, both in personal and professional ways. He was from California, the son of two sex therapists, and had studied with his future wife, Carrie Walton, at prestigious universities on the coasts: first at Georgetown University, in Washington, DC, where the couple met, and later at Stanford’s Graduate School of Business, in Northern California. Before joining Walmart, Penner worked as a financial analyst for Goldman Sachs and as a partner at a venture capital firm.

Penner’s e-commerce push was backed up by the management consulting firm McKinsey & Company, which had outlined what the opportunity for Walmart.com looked like, and it was big: up to $500 million in sales. In March 2000, the Walmart.com joint venture hired the CEO of Gap’s Banana Republic, Jeanne Jackson, who also ran Gap’s internet division, to run the spin-off company with plans to relaunch the floundering site in October, before the holiday shopping season. The initial projection for Walmart.com fourth-quarter sales that year was $150 million; by the fall, Jackson slashed that projection to $75 million. In the end, Walmart.com finished the period with just $28 million in sales.

“The web traffic projections were right, but the conversions were wrong,” John Fleming, a former Target executive who was Walmart.com’s first chief merchant, told me.

Walmart.com had predicted that around 5 of every 100 website visitors would end up making a purchase. Instead the ratio was closer to 1 out of every 100. On a large scale, that differential adds up to a massive problem.

Years later, Walmart’s corporate website would herald the year 2000 as the launch of Walmart Online, since that was when the company began investing in e-commerce in a significant and more strategic way. Any mention of the 1996 launch of Walmart’s actual first shopping site, on the other hand, when Davis and a small group of peers first put Walmart on the digital map, is buried deep within the website of the Walmart Museum. Brian Hess, the internet marketing leader for Walmart’s first shopping site in the mid-1990s, considered the timeline a snub and “a knife in the heart.”

“I felt like we were being innovative,” he told me. “I felt like we were helping Walmart learn about a new way to do retail.

“And then for them to say that we didn’t really start it then—that it was four years later,” he added, looking perplexed, “I’m like, well, then what were we doing exactly?”

The new Walmart Online joint venture survived the holiday season in 2000, but the fallout was significant. Walmart.com had purchased more than $100 million in inventory, but most of it had to be liquidated at a loss. Luckily, the e-commerce executives were able to utilize Walmart stores to sell the inventory; if this had been an independent e-commerce startup, the miscalculation would have been a death knell.

Even still, layoffs ensued. By mid-2001, less than a year after the Walmart.com relaunch, Walmart decided to buy out Accel Partners’ ownership stake in the venture and fold the spin-off operation back into the parent company. Jackson, the former Banana Republic and Gap executive, lasted less than two years in the top role before leaving amid the restructuring.5

Walmart executives had expected that the website would attract different customers than Walmart stores did, “but that didn’t happen at all,” Fleming, who took over for Jackson as Walmart.com CEO, told me. The vast majority of people who were making purchases on the website were the same people who were making purchases in Walmart stores.

“It became clear . . . it needs to all work together, and it’s never going to get support from Bentonville as a separate company,” Fleming said.

Years later, Penner, who would go on to succeed his father-in-law, Rob Walton, as Walmart’s chairman in 2015, told attendees at a conference what he learned from the experience.

“We found that didn’t work because we weren’t leveraging all the assets that we had at the core company,” he said.

Publicly, Walmart’s then-CEO, Lee Scott, said the site would still offer delivery to customers’ homes, but would also focus on highlighting the goods that customers could purchase at their nearest Supercenter. Internally, Walmart was facing the innovator’s dilemma: online sales could siphon sales from the cash machine that was its Supercenter stores. As a result, it seemed, Scott was going to kick the dilemma down the road and make the website do more heavy lifting in the name of increased store sales, rather than vice versa.

“Eighteen months ago, I would have told you that the No. 1 opportunity was buying over the Internet and delivering direct to customers’ homes,” Scott said at the time.6 Now Scott was implying the internet should instead be utilized to boost in-store sales.

Still, over the next four years, Walmart.com grew at a 50 percent or higher clip, eclipsing $1 billion in sales in 2005.7 Even more important to Walmart executives in Bentonville, though, was that the web operation was getting closer to breaking even, while Amazon continued to burn cash to fuel growth.

“Everybody was thrilled and that was a mistake,” Fleming, the former Walmart.com CEO, said of leaders celebrating progress toward profitability more than revenue growth. “Because during that same time frame, Amazon invested, say, $4 billion, and we invested a couple hundred million.”

Meanwhile, Amazon’s revenue was around eight times as much as Walmart.com’s. Fleming would end up getting promoted to chief merchandising officer for all of Walmart, and relocate to Bentonville, where digital sales were still mostly an afterthought.

On the path to the first billion, Walmart did roll out some digital experiments that utilized the advantage the retailer held with its massive store footprint. One of them was a photo-printing business that guaranteed prints would be ready at a local store within one hour of a customer placing an order online. Each day, thousands of online customers used the new service.

“Probably the biggest impact we had from a consumer perspective was uploading your photos online, and then choosing to make prints and pick them up in a store,” Fleming said.

Walmart also experimented with bringing the website to existing customers by putting kiosks in Supercenters to advertise the broader product selection on Walmart.com. The experiment was a dud.

During this time, one Walmart.com executive encouraged his fellow digital leaders to begin listening to Amazon’s earnings calls with Wall Street analysts to educate themselves about the insurgent competitor. What the executives heard on one call, about how much Amazon was spending on logistics and site improvements, flabbergasted them.

“We’re like, Wow, two and a half billion dollars that they’re going to invest in one quarter,” one of the former executives said, “and we’re getting jammed up about like losing $20 million this year.”

Part of the issue was internal competing interests at the time, where Walmart.com’s leader would hear “invest, invest, invest” from one side of the organization and “why are you losing money?” from the other.

“It felt like it was a no-win situation trying to figure out how to grow Walmart.com in those times,” the former executive told me. That push-and-pull, between growth and profits, and e-commerce leadership and store leadership, would rear its head over and over again in the years to come.

At the time, Walmart also followed a young high-flying tech company called Netflix into the online DVD rental business. The Bentonville giant attracted more than 300,000 subscribers to its own service. But, in a sign of things to come, Walmart executives balked at a price tag that easily extended into the tens of millions of dollars—at least double the annual budget for all of Walmart.com—that would be necessary to build a scalable digital platform and warehousing and fulfillment system tailored specifically to DVD subscriptions. As a result, e-commerce executives cut marketing intended to attract new subscribers, and watched as existing subscribers fled the service. Walmart needed a way to exit the business “gracefully,” a former executive told me. Eventually, just two years after launching its DVD rental service, Walmart cut a small deal to essentially sell its subscriber base to Netflix.

During these early years, cultural differences between the brick-and-mortar and online teams began to show. For about a decade, starting in 2000, Walmart’s e-commerce operation was headquartered out of a building on San Francisco Bay in Brisbane, California, dubbed the Luke Skywalker building due to its futuristic and dramatic frame, and how it differed from a nearby imposing all-black building dubbed Darth Vader. While the HVAC system in the headquarters rarely worked properly, and the structure seemed to be on the verge of collapse during big storms, the office sported floor-to-ceiling windows throughout, with preposterous views of the water. To some, this was a perk; who doesn’t love nice views? Except that Walmart’s “home office” back in Bentonville was known for its bare-bones aesthetic, including limited windows. Sunlight, apparently, was a distraction.

So when the Bentonville store buyers took their pilgrimage to Silicon Valley every so often—and saw all that glass—they seemed unnerved.

“It’s like they were walking into a porn shop,” a Walmart.com executive said. “It’s like they were committing a sin.”

It was an early, if mild, sign of more potent conflicts to come.

Price Wars

As Walmart was starting to navigate the digital terrain of retail in the early 2000s, Amazon was going through its own growing pains. And inside Jeff Bezos’s company, executives looked to Walmart for inspiration.

Greg Greeley, who joined Amazon from Sun Microsystems in 1999 and would end up running Amazon Prime during his nineteen-year career at the company, knew Amazon could glean insights from the Walmart story.

“I was encouraging everyone to read Sam Walton’s book, Made in America,” Greeley, a self-professed retail industry history buff, told me. “The things in there about leadership and ownership just bounce out.”

Jeff Wilke, who also joined Amazon in 1999 and would ascend to CEO of Amazon’s global consumer business, acknowledged another Walmart stalwart that the tech startup’s leaders eventually embraced: everyday low prices. Walmart spent a relatively low percentage of its sales on advertising or discounts. Instead it used the money a normal retailer would pour into advertising to keep prices low on a daily basis. As one of Walmart’s CEOs, Lee Scott, would later tell Jeff Bezos, “Our marketing strategy is our pricing strategy.”8

“Walmart has a reputation for low prices, and that’s something that’s been a part of the Amazon offering for a long time,” Wilke told me in early 2021, a few days before he retired from Amazon. “In order to achieve low prices, you have to be efficient and there are a number of retailers who have become quite efficient and are inspiring in that way.”

But Amazon’s attention to pricing took what some saw as an anti-customer twist in the early years. In 2000, some eagle-eyed consumers noticed that different customers were being charged different prices for the same DVDs, seemingly based on factors such as which web browser or internet service provider they were using. After customers compared notes on an online forum and the press covered the news,9 Amazon denied that the price differences related to customer demographics, but the test, whatever the motivation, risked customer trust. And that was a no-no.

“What we did was a random price test, and even that was a mistake because it created uncertainty for customers rather than simplifying their lives,” Bezos said in a press release following the snafu.

The next year, after a formative meeting with Costco cofounder Jim Sinegal, Bezos made his view on pricing clear at an internal executive meeting.10 “Like Walmart and Costco,” Bezos said, “Amazon should have everyday low prices.” Later that year, Bezos announced this change to the world on an earnings call.11

“There are two kinds of retailers,” Bezos said. “There are those folks who work to figure how to charge more, and companies that work to figure how to charge less, and we are going to be the second.”

This view, and the price-matching policies it engendered, weren’t without their setbacks. In the early 2000s, Amazon would research product promotions of brick-and-mortar rivals by picking up their weekend circular and then deciding to match or beat their price. But there was some nuance that was lost in this process. While a rival like Walmart or Best Buy got funding from the manufacturer of the merchandise to run the promotion, and would limit the sales event to just one day, Amazon was absorbing the discount itself and would sometimes extend the length of a promotion for many days.

“We would lose our shirts on that,” former Amazon executive David Glick told me.

But around 2004 or 2005, there was a change.

“We quit thinking about ‘How do we optimize pricing?’” Greeley told me, “and [switched to] ‘How to just make sure that the customer doesn’t feel like they’re being punished for shopping on Amazon—that you’re not paying for the convenience with higher prices.’”

In a new division, the company eventually set up a specialized pricing team that created what was called the competitive monitoring tool. At its core, it was an automated computer system that fanned out across the internet, gobbled up the product prices on competitors’ sites, including Walmart, and fed them back into the Amazon machine. With this information, Amazon’s pricing system could decide when to match Walmart’s pricing and when to get even more aggressive and beat it.

“Jeff wanted to be sharp with respect to pricing,” Glick told me. “And Walmart let us beat them on price for a long time. We were matching them or beating them, and they weren’t matching us.”

Walmart’s website was just “an open door,” according to another former executive. Internally, Bezos called it a “gift.”

“They were the inventors of winning on price—killing all the local retailers on price,” Glick said. “So, we were all sort of surprised they would let us beat them on price.”

One Walmart.com executive from the era said that while the Walmart Online group sought to match Amazon prices aggressively, Walmart’s store leaders would rain hell down on their digital counterparts if that meant offering lower prices online than in Walmart stores. Walmart store leaders didn’t mind the digital operation, unless, of course, it was cannibalizing sales that could have, or should have, been taking place inside Walmart’s more profitable stores.

In fact, a 2002 Wall Street Journal article marveled at the similarities in pricing strategies between Walmart and its younger rival.12

“Discount retailers such as Wal-Mart Stores Inc. continually lower prices by squeezing inefficiencies from their operations, sacrificing fat profit margins on products in favor of selling in high volumes. By adopting this [same] strategy, Amazon appears finally to be doing what industry officials have long said the Internet would allow retailers to do—drive down prices aggressively for consumers.”

In 2005, Amazon took another step in outmaneuvering the competition on price. Led by a vice president named Suresh Kumar, who would one day
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