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Dedication

For Dad, who was always the first to believe I could do it.

Jim Greenwell, 1942–2021
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Introduction

UNTIL IT COST ME MY DREAM JOB, I HAD NEVER GIVEN PRIVATE equity much thought.

When a Boston-based private equity firm called Great Hill Partners bought Deadspin, the digital sports magazine where I was editor in chief, and its sister sites in 2019, it hardly seemed like the worst possible outcome. Our company’s previous owner, Spanish-language broadcaster Univision, had mostly operated the company through benign neglect, never interfering in our coverage but not trying particularly hard to boost profits, which meant the sites punched far above their weight journalistically, yet were losing a reported $20 million a year. Great Hill Partners, though, had invested in trendy, successful brands like Wayfair, Bombas, and the RealReal. The firm’s partners said their goal was to shore up the business side of our company, bringing in more revenue from ads and e-commerce and subscriptions. My colleagues and I wanted our publications to make money. If these finance guys were going to bolster our finances, we’d get to continue producing deep investigations and funny blogs. A win-win.

I had a vague sense that private equity had caused trouble in other industries; the downfall of Toys R Us had become a global news story just a year before, and Alden Global Capital had been the bogeyman of local newspapers for a decade. But everyone knew the retail industry was sinking under Amazon’s weight, and that newspapers had sabotaged themselves by failing to adapt to the internet age. We weren’t a failing company: more than twenty million people read Deadspin every month, many of them multiple times a day. I knew private equity was a problem. I just thought it wasn’t my problem.

It didn’t take long to realize how wrong I was.

At first, I couldn’t figure out why none of my new bosses’ ideas seemed like they were designed to serve our large, almost disturbingly loyal existing audience, even though large and loyal audiences are generally considered the holy grail for media companies. They told experienced product managers that quality-assurance testing and other best practices were unnecessary because they cost too much money, which meant things broke constantly. They forbade Deadspin from publishing several types of stories that were among our most popular, then got angry at me when I pointed out that eliminating popular stories would mean fewer readers. They were so busy micromanaging how the company’s journalists worked—not just what stories we reported but what we wore and during what hours we were sitting at our desks—that they never seemed to have time to follow through on their plans for the business side.

After I read yet another story about yet another newspaper driven into the ground by Alden Global Capital, it finally dawned on me that the disconnect I was experiencing wasn’t accidental. Alden was destroying newspapers because it didn’t care about newspapers, and because it could make money off their ashes. Similarly, Great Hill Partners did not care about Deadspin. The firm’s goal was never to make our website better or grow its readership. Great Hill Partners, and private equity at large, exists solely to make money for shareholders, no matter what that means for the companies it owns.

In the simplest terms, “private equity” describes a system in which a firm bundles money from outside investors—including university endowments, public pension funds, state-owned investment funds, and ultrawealthy individuals—which it uses to buy and operate companies. The firm and the investors have a symbiotic relationship: the firm gets to use the investors’ cash for its own business goals, while the investors earn returns when the firm’s portfolio companies are sold or taken public. Sometimes the way to make the most money involves strengthening the portfolio company itself. But even then, the benefit is only incidental, the company’s success a mere side effect of increasing profits for the private equity firm and its investors.

And often, making money for the firm and its investors doesn’t require making any money for the portfolio company. Private equity firms earn management fees, transaction fees, and monitoring fees that typical companies do not. They benefit from tax breaks that allow them to keep much more of their profits than other types of businesses. They can sell a company’s assets and pocket the proceeds rather than reinvesting them. There are stunningly few limits to the methods a private equity firm can use to profit off a company it owns, whether or not the company profits too. Even the company going out of business entirely can be lucrative for its private equity owner.

In other words, the point of Deadspin wasn’t to make money for Deadspin. It was to use Deadspin to make money for Great Hill Partners and its investors. In private equity, shareholder value is the only measure of success.

By that standard, Great Hill Partners is thriving. While it does not release detailed information about its financial performance, it did boast about ranking tenth on a list of the midsize private equity firms that generate the best performance for investors in 2019, the year it bought Deadspin’s parent company.

Three months after Great Hill took over, I submitted my resignation, explaining that my bosses’ micromanaging what we published was hurting our traffic and making it impossible for me to develop a coherent editorial strategy or lead my staff effectively. Two months after that, following another showdown with management over what they were allowed to write about, the rest of the staff followed me out the door. Great Hill attempted to rebuild the newsroom, but the audience had disappeared. In 2024, the firm sold Deadspin to a Maltese gambling company, which now uses the site to drive traffic to online casinos. In less than five years, Great Hill’s executives had turned one of the most popular sports sites on the internet into one that draws slightly less traffic than a Pennsylvania dog breeder called greenfieldpuppies.com.

Great Hill Partners itself avoided any fallout from the Deadspin debacle. In 2024, the year it sold the site, its partners announced that it had risen to number four on the list of the midsize private equity firms that generate the best performance for investors.

* * *

AFTER I WALKED away from Deadspin, I couldn’t stop trying to puzzle out what had gone wrong—not out of spite, but out of pure curiosity. I had assumed that a private equity firm made money when the companies it owned made money, and that when the companies lost money, the firm did too. Once I began to grasp how misguided that assumption had been, I grew hungry to understand how it worked, how exactly destroying a flourishing website made for a profitable strategy.

I also needed to know how private equity worked in other industries. As much as I had loved my job, our snarky sports blog wasn’t exactly curing cancer. But now, everywhere I looked, I saw other companies being acquired, with terrifying repercussions. Shortly after I quit, a close friend discovered that both her children’s daycare and her Brooklyn apartment building were owned by major private equity firms. Her primary care physician had recently, and narrowly, fended off an attempt from a different firm to buy her practice. Business-press headlines trumpeted the skyrocketing number of private equity deals in hospitals, mobile home parks, and public utilities; those same publications also reported on dozens, hundreds, thousands of layoffs at private equity–owned companies. Private equity was transforming much more important businesses than Deadspin, and costing scores of people their jobs.

Few Americans have any idea how deeply private equity is ingrained in their lives.

Twelve million people work for companies owned by private equity firms—about 8 percent of the employed population, collectively generating $1.7 trillion of the nation’s gross domestic product. Because of the industry’s fondness for byzantine corporate structure, many of these people have no idea their jobs are ultimately controlled by financial giants like Blackstone, the Carlyle Group, Apollo Global Management, KKR, or Cerberus Capital Management.

These firms’ influence, though, is far more powerful, and widespread, than individual paychecks. Eight percent of private hospitals are private equity–owned. America’s production of oil, gas, and coal is increasingly dominated by private equity firms, which have invested at least $1.1 trillion in just over a decade—twice the combined market value of Exxon and Shell. Four of the five largest for-profit daycare chains are owned by private equity. So is the University of Phoenix. It controls supermarket chains, pet stores, voting machine manufacturers, local newspapers, nursing home operators, veterinarians’ offices, fisheries, fertility clinics, autism-therapy practices, lumberyards, plumbing companies, luxury fashion houses, and prison service providers. It owns Cirque du Soleil and the rights to Taylor Swift’s first six albums. The industry manages highways, municipal water systems, fire departments, and emergency medical services in towns across the country, and owns a growing swath of commercial and residential real estate.

Private equity executives, meanwhile, are not only among the wealthiest people in American society, but titans of politics and philanthropy. The central branch of the New York Public Library, the computing school at MIT, the forthcoming humanities center at Oxford, and the performing arts center at Yale are all named after Blackstone cofounder Stephen Schwarzman—the richest man in the industry, with a net worth Forbes estimates at $49 billion, and an influential Trump donor. KKR cofounder Henry Kravis has served on the boards of the Metropolitan Museum of Art and Mount Sinai Hospital, where the children’s hospital and a cardiovascular center are both named for him. Apollo Global Management cofounder Leon Black was chairman of the Museum of Modern Art board until journalists raised questions about the $158 million he paid to Jeffrey Epstein. Dozens of people have switched from private equity to politics or vice versa, most notably Bain Capital cofounder Mitt Romney but also at least one cabinet member under each of the last six U.S. presidents.

Yet despite all that power and influence, private equity’s workings remain opaque to most people. That’s by design: the “private” in the industry’s name distinguishes it from publicly traded companies not just in terms of their respective sources of funding, but also in terms of transparency. Even the biggest private equity firms must report far less about their structure and operations than other types of companies. (Until the 2010 Dodd-Frank Act, they generally didn’t have to report anything at all.) They need not disclose how their portfolio companies perform, how their own payment agreements are structured, or even which companies they own. Hundreds of millions of dollars spent on lobbying and political donations have helped keep things that way; Republicans and Democrats on Capitol Hill benefit from private equity contributions in roughly equal measure, and neither party has demonstrated interest in further regulating the industry.

The result is that it can be almost impossible to tell what a private equity–owned company is up to: how much money it is winning or losing, what its strategy is, what its executives are paid. That means workers have far less information about their employers than their counterparts at other types of companies, which can leave them in a precarious position if their employer begins to flounder without warning. It also means that the community—or communities—in which the company is based may no longer know whom they’re dealing with, much less how to reach them.

* * *

THROUGHOUT MOST OF the twentieth century, nearly all major American companies were publicly held: their shares were listed on the stock exchange, available to anyone. Whether an individual bought a single share or ten thousand, they were an owner, eligible to voice their approval or dissent of company strategy in shareholders’ meetings and vote on important decisions. Federal regulations, meanwhile, limited the ability of banks and large public corporations to control other large public corporations through huge stock purchases.

In practice, however, that meant few stockholders had any real power; as companies expanded, ownership diluted further and further, until being a public company meant having no meaningful ownership at all. Instead, professional managers were functionally in charge of companies they did not own, a phenomenon first described, disapprovingly, by Adolf Berle and Gardiner Means in their landmark 1932 book, The Modern Corporation and Private Property. The separation of ownership and management was not just unfair to shareholders, they wrote: it undermined the entire philosophical basis of American capitalism.

Berle and Means were several decades ahead of their time; the system they saw as so destructive in the early 1930s would only increase its dominance until the 1970s. Then, thanks to the expanding influence of the conservative Chicago school of economics combined with concern over declining corporate profits, their arguments went increasingly mainstream.

Milton Friedman had outlined his objections to managerialism in his 1962 book Capitalism and Freedom, but it was his New York Times essay eight years later that popularized his “shareholder theory,” revolutionized MBA curricula across the country, and set the stage for the rise of private equity. “The social responsibility of business is to increase its profits,” the headline announced; the three thousand words that followed warned that any corporate executive who concerned himself with any factors other than making his business more profitable—including “providing employment, eliminating discrimination, avoiding pollution and whatever else may be the catchwords of the contemporary crop of reformers”—was a socialist with no place in American capitalism. The sole interest of shareholders is to make money, he argued; the sole job of the CEO is to carry out their wishes. The interests of workers, suppliers, customers, and communities, much less any larger mission, were unworthy of consideration.

Taken to the extreme, this logic—arguably the most important economic theory of the twentieth century—means a company doesn’t even need to exist at all. If driving it out of business while selling its real estate and collecting its management fees will make more money than actually producing goods, liquidation is not just the best option, but indeed the only one.

* * *

IN THE BEGINNING, the promise of the private equity industry was that it could turn losers into winners.

Financial firms began taking out loans to fund what they called “bootstrap deals” in the 1960s, acquiring companies that were doing well enough but remained too small to go public. The concept was something akin to house flipping: the investment would provide capital to grow and strengthen the company, eventually resulting in an exit that allowed everyone involved to win. These deals became known as “leveraged buyouts,” the engine of the private equity machine.

Unlike venture capital firms, which make investments in exchange for minority ownership stakes, private equity funds typically purchase companies outright, assuming full control over their operations. The investors, meanwhile, cede control to the firm. If the leaders of a pension fund are dissatisfied with the performance of a company their money helped buy, they cannot sell their shares; they must wait until the private equity firm makes its “exit”—either taking the company public or selling it to another buyer—or until a specified termination date in their contract.

Most of the money used to acquire a given company, though, doesn’t come from these endowments, pensions, and the like. The vast majority of it comes from bank loans—the “leverage” in a leveraged buyout. Between 2013 and 2023, 74 percent of the purchase price for the average leveraged buyout deal was funded by loans.

Large amounts of debt, of course, make for riskier investments. If a company is responsible not just for increasing profits, but for paying back massive loans and then increasing profits, the path to success begins to look more like a tightrope over a canyon. The threat of bankruptcy and liquidation increases exponentially. With those kinds of odds, it might seem like a wonder that the private equity industry exists at all. Why would the smartest guys in finance choose to work in a system where the risk of catastrophic failure is so high?

The answer is that the risk of catastrophic failure is high—but not for private equity. When a firm acquires a new company, it borrows money in the company’s name, not its own. Even though the firm is the company’s sole owner, even though its executives are the ones who decided to take out the loans, it is not legally responsible for paying the money back. If the acquired company runs into financial trouble, its owners need not bail it out. Even in bankruptcy, when a company declares in court that it cannot pay all of its creditors, the private equity firm that owns it—a firm worth orders of magnitude more than the company itself—won’t step in to cover the costs. As secured creditors, banks are the first to be paid back with the money that remains after a bankruptcy, so the threat to them is low too. The company and its employees shoulder the risk.

Some leveraged buyouts still look very much like those early bootstrap deals: stable family-owned businesses that are strengthened by the infusion of cash a private equity firm can provide. These are the deals industry leaders point to when they argue that private equity is a boon to the American economy, and research does indicate that many of them work out well for all involved. But in terms of the number of people affected, these small local companies represent a tiny sliver of the pie. According to a report commissioned by the industry’s chief lobbying group, private equity–backed “small” businesses—defined as those with fewer than five hundred employees—employ 1.4 million people, roughly 12 percent of the 12 million total who work for private equity–owned companies.

In the mid-1970s, three executives at investment bank Bear Stearns were frustrated by the firm’s unwillingness to back as many bootstrap deals as they wanted. They left in 1976 to form Kohlberg Kravis Roberts & Co., or KKR. There they started to scale their ambitions, targeting large public companies in addition to small family-owned ones, and taking out bigger and bigger loans to finance their acquisitions. They also made sure to maintain sole control over the operations of companies they acquired, despite putting up small fractions of the purchase prices.

Two years after they struck out on their own, KKR executed the deal that would launch the modern private-equity industry. Houdaille Industries had grown from a local auto parts manufacturer in Buffalo, New York, into a Fortune 500 company producing a much wider range of products. Before the acquisition, the company was stable, if hardly exciting, with slow growth in profits and stock price. What it did have was $40 million in cash and just $22 million in debt—until KKR assigned it $300 million in loans to finance a $390 million buyout. KKR itself put up just $1 million. The rest of the finance industry took note. “The public documents on that deal were grabbed up by every firm on Wall Street,” one executive later told the New York Times. “That showed everybody what could really be done. We all said, ‘Holy mackerel, look at this!’” (Later that same year, KKR received a gift to make its system even more profitable: Congress voted to lower the maximum tax rate on long-term capital gains, including private equity profits, from 49 to 28 percent.)

When a recession arrived in the early 1980s, Houdaille was ill-prepared, in part because manufacturing jobs were moving to Japan and in part because KKR had spent $35 million of the company’s $40 million in cash to pay down its debt. A 1985 “restructuring” cost 2,200 jobs; two years later, KKR sold what remained to a British company, which swiftly sold back all but one Houdaille division. The vast majority of the company’s 7,700 jobs disappeared.

From KKR’s vantage, though, the pioneering deal was a success: when the firm sold Houdaille after nine years, it earned a 33 percent return on its investment—not including its management fees—according to two KKR consultants who wrote a history of the firm’s operations. In a report commissioned by the firm a decade later, the Houdaille acquisition was described as a triumph, for the simple reason that all its investors made money. “All of the Houdaille ‘constituents’ . . . fared well in the LBO [leveraged buyout],” the report concluded.

All of them, that is, except for the workers and the towns in which they lived in New York, Iowa, Colorado, and Florida.

So KKR had not turned Houdaille from a loser into a winner, but that hardly mattered, because the shareholders had made money. The leveraged-buyout industry grew quickly after that. Nearly 2,600 buyouts occurred during the 1980s, 7.7 percent of all mergers and acquisitions. Increasingly, these were aggressive maneuvers: about one in three companies on the Fortune 500 in 1980 were subject to hostile takeover attempts over the next decade, almost 90 percent of which were successful. The deal sizes, meanwhile, ballooned. Just a decade after KKR stunned the industry by spending $390 million on Houdaille, the firm shelled out $25 billion for RJR Nabisco, still one of the largest leveraged buyouts in history even before adjusting for inflation.

Today, less than four decades later, private equity firms control $8.2 trillion in assets—more than the gross domestic product of any nation on earth except the United States and China.

* * *

PRIVATE EQUITY EXECUTIVES explain what they do by saying they improve companies to prepare them for a profitable exit—either going public or a lucrative sale. Blackstone, for example, describes its mission as creating “long-term value for our investors . . . by strengthening the more than 230 companies, ~12,500 real estate assets and other investments in our portfolio, equipping them to thrive.” Such language has helped create the impression that private equity operates like an intensive care unit, saving companies that would otherwise wither away. Firm executives, then, play the role of highly trained specialists with expertise in each company’s operations and ailments.

Yet private equity executives are not experts in each type of business they buy, but in finance—mergers and roll-ups and restructuring and real estate plays and tax write-offs. (While firms have divisions specifically dedicated to the core industries in which they invest, the leaders of each division are finance professionals whose focus is financial engineering within the industry, not the work of the industry itself.) Private equity firms own companies for an average of seven years; they’re trying to sell for a profit, not grow the business over the course of decades. Investing in research and development, improving products or services, ramping up sales strategies—these are all years-long processes.

Cutting costs, on the other hand, pays off almost instantly. Unsurprisingly, this philosophy often means shedding jobs. A 2019 paper found that employment shrinks by an average of 4.4 percent in the two years after a leveraged buyout, and 12.6 percent when the company was previously publicly traded. (Two finance professors argued that those figures actually significantly understated job losses by miscategorizing different types of buyouts, suggesting that employment shrinks by more than 25 percent in the five years after a public company is bought by private equity.)

Dramatic cuts to a company’s staff often don’t work—that is, if success is defined by the company staying alive. Researchers found in 2019 that companies acquired by private equity firms are much more likely to go bankrupt than their peers: 20 percent of them enter bankruptcy proceedings within ten years, compared to 2 percent of other companies. That seems an all-but-inevitable outcome of the debt involved in leveraged buyouts; if market forces or increased competitive pressure causes a downturn in revenue, loan payments can easily become overwhelming. And while declaring bankruptcy is not the same as going out of business, research shows that more often than not, companies that go bankrupt do not survive.

But bankruptcy doesn’t prevent private equity firms from making money for themselves. Private equity deals typically follow a structure known as 2-and-20: when outside investors commit their money to a private equity fund, they promise 2 percent of their total investment as an annual fee to the firm in charge. The firm also takes 20 percent of all profits from a deal beyond a certain threshold. Additional fees apply for “monitoring” the portfolio company, as well as for transactions like mergers or refinancing. While earning the 20 percent requires the company to turn a profit, the fees are not dependent on performance.

The 2-and-20 setup guarantees a steady source of income to a private equity firm no matter how its portfolio companies fare. The high amounts of leverage and the firm’s insulation from a company’s debt, combined with tax breaks and other legal protections, mean it wagers very little on any given deal. Taken together, it is very, very difficult for private equity firms to lose money. The only real risk is to the companies, their employees, and the communities they serve.

In Milton Friedman’s hypothetical world, focusing only on shareholder value creates an unstoppable network of thriving companies providing goods and services that Americans can’t live without. In the real world, the goods and services are, at best, beyond the point—and at worst, an active hindrance to shareholders’ larger goals. If a private equity–owned retailer can make more money by selling fewer products, that’s what it will do. If a private equity–owned hospital can make more money by eliminating all but the most lucrative services, patients whose care won’t increase revenue will be turned away. The profit is the only point.

* * *

COMMUNITIES, THOUGH, REQUIRE businesses to exist.

Even Berle and Means, the spiritual godfathers of shareholder value theory, reserved some concern for the public: “The economic power in the hands of the few persons who control a giant corporation,” they wrote, can “bring ruin to one community and prosperity to another.” Even Milton Friedman, who argued that businessmen who believed themselves to have social responsibilities were “preaching pure and unadulterated socialism,” allowed that there might be exceptions. “A group of persons might establish a corporation for an eleemosynary purpose—for example, a hospital or school,” he wrote in his famous essay about shareholder value. “The manager of such a corporation will not have money profit as his objective but the rendering of certain services.”

All three men recognized that an individual company does not operate in a vacuum; it plays a role in society. If a store closes, the societal problem isn’t just that local residents are inconvenienced by the need to shop farther away, but that its hometown loses out on valuable tax revenue that it uses to pave roads, maintain parks, and buy textbooks. If a hospital closes, the societal problem isn’t just that sick people will die without treatment, but that high-paying jobs will disappear. If an apartment building evicts all of its lower-income tenants, the societal problem isn’t just that people will be left homeless, but that their government will spend more money on safety-net services.

For private equity, though, the only definition of value is return on investment. The inevitable outcome of this philosophy is that a disproportionate number of leveraged buyouts make wealthy finance executives wealthier at the expense of the places where the buyouts take place. In 2024, an economist and a sociologist synthesized a wide range of research to evaluate how private equity affects local communities. Citing data on everything from wage stagnation to increased rents at private equity–owned apartment buildings, the researchers described how private equity undermines the economic power of locally owned businesses, as well as some of their harder-to-quantify benefits. “Local businesses sponsor local sports teams, hire local workers, and benefit the local economy through multiplier effects,” they wrote. “When [private equity] acquires firms, these networks are disrupted, and the community experiences a loss of wealth and fragmentation.”

The vast majority of the existing books about private equity focus on the macro level: the number of companies that shutter, the number of jobs that disappear, the number of dollars that are won and lost. In the pages that follow, I take another tack. When we talk about how private equity affects communities, we’re really talking about how it affects people, the individuals who have no choice but to rely on firms for their jobs, their homes, their essential services. Understanding the destruction wrought by this all-or-nothing system requires looking closely at what it has meant for those who have lost out.

This book follows four workers: Liz, Roger, Natalia, and Loren. Each of them saw a private equity firm upend one of four businesses—a retail chain, a small-town hospital, a newspaper company, and an apartment complex—and with it, his or her life. Taken together, their individual experiences also pull back the curtain on a much larger project: how private equity reshaped the American economy to serve its own interests, creating a new class of billionaires while stripping ordinary people of their livelihoods, their health care, their homes, and their sense of security. At heart, this is a story about the hollowing out of the American Dream, and the people trying to do something about it.

When the only worth of a local grocery store, a newspaper, or a hospital is the short-term profits it can generate, the company becomes little more than a mine awaiting extraction. Businesses that were once pillars of a society founder and crumble. In the best-case scenario, money that used to flow continuously through town is redirected to a gleaming office tower in Manhattan. In the worst case, grocery stores and newspapers and hospitals disappear altogether. Workers lose their jobs. Customers lose the services they rely on. Little League teams lose their sponsors. Communities lose their institutions.

Only private equity wins.




Part I

Before




One

Liz

ONCE, YEARS AGO, LIZ MARIN WAS TALKING TO A FRIEND WHO HAD recently been laid off. The friend, Annmarie, was fretting because her husband needed insulin to treat his diabetes and she needed an inhaler to treat her asthma, but she had recently lost her health insurance along with her job, and they could only afford to cover the cost of one of the two medications out of pocket. Liz was enraged—at the company that laid her friend off, at the American health care system for failing to provide an adequate safety net, at rich people generally for fighting to preserve the status quo.

She couldn’t fix any of those problems, but, she figured, she could get her friend an inhaler. Liz didn’t have much money either, but she did have health insurance, and she also had asthma. So she did what seemed to her like the obvious thing: she called her doctor, lied that she had lost her inhaler, got a new one, and mailed it across the country to her friend. “Yeah, I know it’s insurance fraud,” she said later. “But the thought of her dying because she couldn’t afford a three-hundred-dollar fucking inhaler, I couldn’t fathom that. I have the power to do something, and just because the government calls it illegal is not going to stop me.”

Liz can’t help herself from speaking up or butting in when she sees injustice in the world—especially when someone she loves is involved. Most of the time, it doesn’t involve violating federal law. But it doesn’t matter how much or how little she has; she won’t be happy unless she’s sharing it with family, friends, and strangers. Several years ago, her in-laws, who had never lived outside their home country of Colombia, moved to the United States to live with her and her husband, Henry, in Washington State. More recently, her own father, Loren, whom everyone calls Buddy, came from Alaska to the American mainland and began splitting time between Liz’s home and her sister Mindy’s, a couple hours south in Portland, Oregon.

The Marin house, which sits on a quiet street of cookie-cutter homes atop neatly manicured lawns in University Place, a suburb of Tacoma, is designed to take care of people. In the kitchen, next to stacked cases of Kirkland water bottles, sit value-sized boxes of individually sized snacks—mixed Frito-Lay chips, chocolate and vanilla pudding, Ensure, apple chips, fruit cups. Just above that, on the kitchen counter, is a first aid kit teeming with Band-Aids, face masks, rubbing alcohol, gauze, and painkillers. When Mindy’s family comes for the weekend, which happens often, Liz’s office is swallowed by an air mattress, the living room overtaken by video-game controllers and kids’ shoes, the bathrooms drowned in other people’s toiletries.

Like many women socialized to put everyone else first, the one person Liz often forgets to take care of is herself. Sometimes it’s because she’s too busy. Sometimes she’s just too broke from providing for everyone else. A few years ago, the Marins had a little financial breathing room for the first time in their adult lives. When one of the kids outgrew their sneakers, she’d sprint to the store to buy them a new pair, but she hadn’t bought herself a new item of clothing in years. Henry encouraged her to go shopping for herself—demanded it, basically—but she didn’t see the point. So he threw out her entire wardrobe.

Liz still sounds a little shocked about it all. Henry is the soft-spoken one of the two, the one content to sit quietly, awaiting further instruction, while people mill about. He adores his wife. So when he and their children began carrying armfuls of her clothing to a dumpster near their house, she couldn’t quite make sense of it. Now you have no choice but to buy some new things, he told her.

He didn’t realize he had missed a bucket—a literal bucket—full of her oldest, most worn-out clothes. I’ll go shopping tomorrow, she promised. Instead, she took the clothes from the bucket, folded them, and put them in her dresser. Aside from a few holes and the fact that most of them didn’t fit particularly well, they were perfectly wearable. But Henry realized pretty quickly that the holey clothes that didn’t fit were not in fact new. The resulting argument lasted for days.

Eventually she bought some clothes. She didn’t, however, shake off the guilt. Sitting at the dining room table recounting the story, she wore a threadbare pair of jeans and a six-year-old T-shirt from a Native Alaskan tribal celebration, her long salt-and-pepper hair cascading over the print on the front.

The Marin home is also a monument to the people Liz loves. Family pictures aren’t sequestered to the mantel or a single gallery display. They cover every table, shelf, and wall, and feature every imaginable combination of relatives. On the few patches of wall that don’t hold photos, traditional Native Alaskan art hangs instead. Often the two are combined: two paintings above the dining room table depict Buddy and his sister in traditional dress at a powwow.

One room, though, is devoted to a different kind of memorabilia. Behind the desk and above the air mattress in the office/guest room, a waist-high bookcase houses dozens of giraffes. Large stuffed ones and bronze ones are surrounded by smaller ones made from plastic, rubber, and wood. Photos rest among the animals, most of them of Liz grinning with friends. In one, her son, Daniyel, holds yet another stuffed giraffe. This giraffe, with the tuft of dark brown hair between its ears and the stars that stud its neck, is recognizable to anyone who has ever stepped inside a Toys R Us. The display is a shrine to Liz’s six years at the company, a shrine to what was the best job she ever had until it all came crashing down. The giraffe in the photo, Geoffrey the Giraffe, is the one that upended the Marin family’s entire life.

* * *

BEFORE HE LAUNCHED THE TOY store that transformed retail, Charles Lazarus was a poor kid with a dream.

Lazarus was born in 1923 in Washington, D.C., where his father, Frank, owned a not-particularly-successful used-bicycle store called National Sport Shop in the Adams Morgan neighborhood. The Lazaruses, one of the few Jewish families around, lived behind the store: their home was connected to the shop by an opening in the dining room, so someone could get up quickly and help a customer who happened to show up during dinnertime.

The family rarely had money for luxuries. There was always food on the table, even during the depths of the Great Depression, but Charles wanted more. He wanted to be rich. He didn’t dream of Madison Avenue or Wall Street. He wanted to sell things to people.

Lazarus, who died in 2018, once told an interviewer about a pivotal conversation he had with his dad while helping him fix up an old bicycle. Charles asked Frank—who had grown up in a Jewish orphanage in D.C. and, by his son’s account, never aspired to anything other than the ability to care for his family—why they never sold new bikes, which would bring in more money. His dad responded that new products required too much money up front, and they would never be able to compete with big retailers like Montgomery Ward and Sears, Roebuck & Company. “I just didn’t believe that,” Lazarus said. “I just thought that you had to have a defeatist attitude to always sell used goods. And I told him, ‘I’m not going to do that.’”

When the younger Lazarus got his first job delivering newspapers in elementary school, it didn’t take him long to spot a business opportunity. None of the other kids liked collecting subscribers’ payments, which often required multiple visits to every home. Lazarus offered to handle that part for them in exchange for a portion of their income. Soon he had six boys funneling him a cut. He quit delivering his own papers; he was making a lot more money than he ever had on his route.

After high school, Lazarus was eager to start his own business. He worked briefly for the U.S. Treasury Department, earning a relatively luxurious $25 a week, but his goal was $10,000 a year, a fortune by American standards at the time. First, though, he knew he would have to serve; it was 1943 and World War II was in full swing. Looking to avoid being drafted into work he didn’t want to do, he voluntarily enlisted in the Signal Corps as a radio operator and then cryptographer. Military life brought an important perk: there was nothing on which to spend his salary of about $100 a month. Instead he sent the money home for his mother to invest on his behalf.

When the war ended, an honorably discharged white man with a healthy savings account had plenty of options. The GI Bill offered tuition assistance for college or trade programs, low-interest loans, and unemployment payments. Lazarus, who married his girlfriend, Udyss, almost immediately after returning home, skipped higher education. With a $5,000 wedding gift from his father-in-law, the profits from investing his salary, and a government-backed business loan, he had enough to start a business. The GI Bill’s homeownership program also allowed him to buy his first home, in the tony town of Chevy Chase, Maryland, north of D.C. (Until the war, Jews had been banned from Chevy Chase, which was created by the white supremacist developer-turned-senator Francis Newlands in the 1890s.)

Now Lazarus just had to figure out what kind of business would earn him that $10,000-a-year salary and put him in the upper echelons of society. The winning idea came to him as he observed his fellow veterans. After being discharged from the Army, they all followed a similar path: move home, marry your girlfriend, buy a house, have a child or two. Lazarus saw the baby boom coming, and he realized all those new parents would need to buy cribs, rocking chairs, changing tables, and playpens. Frank Lazarus had just about paid off his mortgage on the Adams Morgan building that housed his bicycle store and three apartments, so Charles convinced his dad to retire and offered him $320 a month for the building. National Sport Shop became National Baby Shop, a purveyor of all types of baby furniture.

From the start, Lazarus fixated on how to make even a small neighborhood store a one-stop shop. He expanded his offerings vertically, building shelves to hold chests of drawers above their coordinating cribs instead of side by side, which allowed him to display significantly more products at once. He started with about $8,000 worth of inventory, but when his concept proved successful, he used the profits to stock up on new goods. It didn’t take too long for him to start doing well—not $10,000-a-year well, but making more money than his father ever had.

Lazarus was always on the lookout for new opportunities, and one day he stumbled into one that would shape the rest of his life. “Somebody came in one day and said, ‘How about a toy for my baby?’” he said. “‘You know, to play with in the high chair or in the playpen or in the stroller.’” The idea surprised Lazarus, who recalled thinking, What do you mean, a toy? He sold essentials, not frivolities; toys didn’t fit the model. But he decided to stock a few as an experiment, and from then on, National Baby Shop offered toys along with all its other baby goods.

Until then, people mostly bought toys in department stores. In the 1920s, Macy’s opened the country’s first permanent toy department in its midtown Manhattan store. The chain also started its Thanksgiving Day Parade, which ended with Santa Claus standing outside that Herald Square building, ginning up excitement to buy Christmas gifts. Not long after, Sears, Roebuck & Company followed suit with a toy department of its own, and quickly became the biggest toy retailer in America.

These big department stores sold more than half of their toys between Thanksgiving and Christmas. But after the woman asked him about toys that day, Lazarus started to think maybe he could show parents that they could use toys year-round. In fact, he thought, toys might actually be a better business than furniture. After all, babies only needed one crib, one rocking chair, one changing table, and one playpen, and younger siblings typically got hand-me-downs. Toys, though—no kid could ever have enough toys. Children would outgrow them, wanting new ones designed for their new ages. Or they would simply get bored with what they had and demand something new. And with the prosperity of the postwar era, selling nonessential goods, especially ones that delighted the children of the baby boom, just made sense.

Soon after adding toys to the National Baby Shop inventory, Lazarus went all in. Initially he renamed his store Children’s Supermart, with reversed R’s to make it appear childlike. But that name didn’t look catchy on a sign, and it certainly didn’t spark joy in kids. So in 1957, he renamed his company Toys R Us.

* * *

LIZ KNEW WHAT IT WAS like to want more. As a child in Alaska—the state most associated with the American myth of rugged, individualistic bootstrapping—she heard all the legends about how anyone can will themselves to a more successful life, about how everyone has a chance to make something of themselves.

Her Alaska, though, is very different from the ones written by Jon Krakauer or Jack London. Liz, or Łáxhshaadoosti, is part of the Tlingit people, an Indigenous group who have lived in the southeastern part of the state for centuries. Her family’s history as members of the Eagle/Wolf house in Angoon, a community of a few hundred mostly Tlingit residents on Admiralty Island off the coast of British Columbia, goes back generations.

As Liz likes to say, the fact that she, her family, or the village of Angoon exists at all is pretty close to a miracle. Almost exactly a century before Łáxhshaadoosti was born, her own country’s government attempted to wipe her homeland off the map. On October 22, 1882, a Tlingit healer named Teel’ Tlein was killed in an accident on a Northwest Trading Company whaling boat. The United States had purchased Alaska fifteen years earlier and placed the territory under military control, so when the Tlingit reacted angrily to the company’s refusal to make amends in accordance with tribal practice, the Navy moved in. They shelled the coastal village with howitzers and Gatling guns mounted on a tugboat before sending troops to raze Angoon on foot, destroying the village and killing six children.

Many Tlingit who were born generations after the bombardment, including Liz and her family, still speak of the event as if it were a fresh memory. Though Alaska was removed from military control in 1884 and became a state in 1959, the Tlingit and other native Alaskan peoples have continued to be discriminated against, cut off from many of the privileges associated with the American Dream. As a child, Liz’s mother, Miranda, like generations of Tlingit before her, was taken from her family in Angoon and sent to a boarding school designed to forcibly “civilize” and assimilate Indigenous Alaskans, stripping them of their native language and culture. Liz’s father, Buddy, was adopted by a white family who lived on a farm in Missouri, and returned to Alaska as an adult.

As a result, Liz was born in 1979 in Anchorage, not her ancestral homeland of Angoon. She didn’t grow up understanding the Tlingit language, because her father never learned it and her mother had been brutally punished for speaking it. Miranda had moved her family to the city so that her children would blend in. In a majority-Tlingit community, they would never escape the risk of prejudice, persecution, or worse.

Life in Anchorage wasn’t easy either. Buddy wasn’t around much, and Miranda struggled to pay the bills for her own three children and the four she adopted when her sister died. When Liz was in elementary school, her mom remarried, to a man who sexually abused Liz from the time she was eight until she was fifteen. He abused multiple cousins too. All the while, Liz excelled in school, particularly in math. But she also struggled with trauma and relentless feelings of worthlessness.

When Liz was fifteen, her stepfather was arrested for sexual abuse of minors. Liz thought it might be a chance for a fresh start, but soon afterward, Miranda died suddenly from a seizure. Liz tried to care for her younger siblings herself, until an aunt intervened and took them all in. Soon after, the state assigned the kids to different living arrangements: some moved in with relatives, some went to foster care. Liz and her sister Mindy were sent to group homes in Juneau.

Liz completed her high school coursework there, but she missed out on a diploma because she left a few weeks early to care for a now-pregnant Mindy. She gathered up her sister, left the group home, and moved in with their father, who happened to be living in Juneau too. She got a job at Costco to help pay the bills. In 2000, she had her first child, a daughter she named Alleah.

In 2004, Liz was assigned to train a new Costco employee named Henry Marin on the overnight shift. Henry was from Bogotá, Colombia, and had moved to Alaska to live with his birth father. Liz thought Henry was cute, but he was also six years her junior, and she didn’t want to date someone so young. They became friends, though, and she loved how he cared for Alleah. They married in 2005, when Liz was twenty-six and Henry nineteen. She soon gave birth to a daughter they named Aracely.

Liz also loved Henry’s ambition. After his night shift at Costco, he would go work days at Burger King. He had plans to become a pharmacist. Liz was used to scraping to make ends meet on a minimum-wage income, but pharmacists make six figures; she knew he could care for a family. The trouble was, there was no pharmacy school in Alaska. Following Henry’s dreams and catapulting their family into the middle class would require living thousands of miles from the only homeland she had ever known.

She was terrified at the idea of moving away from Alaska, and hated leaving her family behind, but she knew it was the right thing to do. She hadn’t found much in the way of opportunities in Angoon, where the median household income was under $30,000 a year and her family usually made a lot less than that. She hadn’t found them in her mom’s apartment in Anchorage, or in the group home in Juneau. She lived in a world that had been systematically starved of resources over a period of centuries. Perhaps life on the mainland would be different. Perhaps moving to the West Coast like a twenty-first-century gold rusher would unlock the American Dream she had heard so much about.

Relocating would require Liz to single-handedly support the Marin family—which in 2012 grew to include a son, Daniyel—for four years while Henry was in school. All of her work experience was in retail, so that’s where she focused her search. She wanted to be able to easily transfer to any city where her husband got into pharmacy school, so she looked for a job in Juneau that would allow her to move elsewhere when the time came. She needed a company with flexible transfer policies, because Henry would have to do his internship in a different city from where he was studying. She needed opportunities for career growth. She needed daytime hours so she could be home with her family in the evening. As she worked her way down her checklist, one company name seemed to tick every box. So Liz applied to work at Toys R Us.

* * *

ONCE HE CREATED TOYS R US, Charles Lazarus set out to grow it.

His key strategy was discounting, setting prices so low that no other store could compete. That practice, and the existence of chain stores that could afford to use it, had long been controversial; a 1937 federal law carved out an antitrust exemption to allow a minimum price for retail goods as a way to defend mom-and-pop stores against chains. But by the late 1950s, when Children’s Supermart became Toys R Us, minimum price laws had largely fallen out of favor. A 1962 Time magazine cover credited Korvettes, a New York–based department store, with making discounting “respectable,” reporting that the company kept operating expenses to about half that of a traditional store and turned over inventory about twice as fast. Throughout his career, Lazarus would cite Korvettes founder Eugene Ferkauf as his inspiration for Toys R Us’s business model.

The tiny family bike shop on 18th Street in Northwest D.C. was no match for his ambitions, so Lazarus launched his first Toys R Us store in suburban Rockville. Unlike Macy’s and Sears, which spent a lot of money to create Christmas windows and children’s wonderlands, Toys R Us put no emphasis on aesthetics. Lazarus’s priority was stocking the most toys, selling them for the lowest prices, and letting people pick out what they wanted as easily as possible. The store didn’t even provide bags; customers could bring their own or carry their purchases in their arms.

The name of the game was volume. Prices were low and inventory was large, which meant Toys R Us could make a small profit on a thousand items rather than a larger profit on just a dozen. The marketing plan, meanwhile, was “no advertising, all word of mouth.” The result of all these strategies combined, he explained, was that “everybody said you get real bargains.”

By 1967, Lazarus had four stores, and the chain was attracting attention from larger companies. A buyout would make him wealthy and give his company more resources to expand, so he sold Toys R Us to Interstate Department Stores for $7.5 million, or $71.2 million in 2024 dollars. Though he was now richer than he ever dreamed of, he was not the early-retirement type: as a condition of the sale, he maintained almost complete control over Interstate’s toy division. His initial annual salary was $60,000—far more than the $10,000 he had once aspired to make, but relatively low for someone in his position—but that was beside the point. Under the terms of the deal, he was also guaranteed 1 percent of Toys R Us’s pretax profits. As revenue soared, he became one of the richest men in retail.

The infusion of cash from Interstate allowed Lazarus to dramatically expand the number of Toys R Us stores to fifty-one by 1974, making it the largest toy retailer in the country. As the company expanded, its influence allowed him to engage in some creative legal extortion. Major suppliers were required to debut new toys there, plus offer exclusive products and free advertising—or risk being blacklisted by the company, thus tanking their own finances.

Lazarus was ruthless. But he also took genuine delight in selling products that made people happy. Nobody needed most of the things Toys R Us stocked, but nor did he have to give anyone the hard sell. People wanted to spend some of their hard-earned cash on toys. They were over the moon about their nephew’s second birthday or their third grader’s perfect report card or the birth of their first grandchild. “It’s a happy consumer as a rule,” he once said, “as opposed to a consumer who goes into a car showroom, who’s aggravated to start out with, he’s going to have to negotiate. . . . It really works out to be a good business from that point of view.”

As Toys R Us grew, though, the rest of Interstate’s stores weren’t faring nearly so well. The company went bankrupt in 1974, and Lazarus regained sole control of Toys R Us, which was described as “highly profitable.” Four years later, with sales approaching $2 billion, he took the chain public, remaining the CEO and largest shareholder. He never considered selling again, preferring to rely on his own decision-making in order to maximize profits.

In the process, he drove department stores, once the only major player in the toy business, out almost entirely. Business school case studies now credit Lazarus with pioneering the “category killer,” a single company that dominates one slice of the retail industry so effectively that no one else can compete.

* * *

BUT NOTHING LASTS FOREVER.

The first blow to Toys R Us, and the other category killers it inspired, came from Walmart, whose founder, Sam Walton, considered Lazarus an icon and credited Toys R Us for many lessons he learned about the business. (Lazarus actually sat on Walmart’s board for eight years—against the advice of his lawyers, he said later.) The company had been around since 1968, but it expanded rapidly in the 1980s, and its low prices and one-stop shopping model allowed it to begin sucking away business from Toys R Us.

When Lazarus retired in 1994 at age seventy, Toys R Us was still growing, reaching a peak of 1,400 stores worldwide, but the free fall began soon afterward. Within six years, the company stock dropped more than 50 percent. In an attempt to turn things around, the board, on which Lazarus still held a seat, hired John Eyler away from FAO Schwarz, the company known for its luxury toys and the iconic scene of Tom Hanks playing the dancing piano in Big. When Eyler took over Toys R Us, Bloomberg wrote that he had gone “from the Ritz to the Motel 6 of toy retailers.” “All of retail has become more theatrical,” Eyler said. “It’s about making it fun. What’s fun about going to a warehouse?” Eyler planned to turn Toys R Us stores into well-designed destinations—the exact department store model Lazarus had rejected when he opened his first store in Rockville, the opposite of how he had turned his invention into a category killer.

Enter the Ferris wheel. In Eyler’s first big move as CEO, with much fanfare, he paid $35 million to build an 101,000-square-foot flagship store in the middle of Times Square. It had a life-sized Candy Land section laid out like the board game, with a path kids could follow, buying candy as they went. It had a two-story Barbie Dreamhouse, complete with a working elevator. It had a two-story-tall T. rex that turned its head from side to side and roared, baring stunningly realistic-looking teeth. It had personal shoppers. And the centerpiece: a sixty-foot indoor Ferris wheel, visible from the street so as to lure in wheedling children and their weary parents. It was a toy wonderland, and the timing was awful: the store opened in November 2001, just as foot traffic in Times Square was at an all-time low after the September 11 terrorist attacks. The rent, meanwhile, started at roughly $12 million a year and rose quickly as the city recovered.

The second blow came from Amazon. Founded in 1994 as an online bookstore, it expanded into toys and electronics in 1999. The company’s ascendance was so dramatic that, just a few years into the twenty-first century, the same companies once vilified for driving locally owned stores out of business—Best Buy, RadioShack, Staples, and Borders, to name a few—were fighting for their own lives.

Most retail leaders decided early on that their only chance of survival in the Amazon era was to develop their own robust e-commerce offerings. Not Toys R Us. A fierce fight was raging for market share in the toy business among Toys R Us, Amazon, and eToys, a hot late-’90s startup. Toys R Us executives were struggling to fulfill online orders, and its leaders pegged Amazon as the best positioned to dominate. Naïvely hoping for a symbiotic partnership, they approached their rival to propose what would become an infamous devil’s bargain. Toys R Us would become Amazon’s exclusive supplier of most toys, games, and baby supplies. Toysrus.com would redirect to Amazon. And Toys R Us would pay Amazon $50 million a year, plus a percentage of each sale, for the privilege of giving up its own sales platform. The contract would be good for ten years, an eternity in retail—and especially in e-commerce, a world changing so fast that no one could predict what would happen in the next six months, much less a decade later.

Unsurprisingly, Toys R Us got the short end of the stick. In 2003, Amazon sold $376 million worth of Toys R Us products, yet because of the terms of the arrangement, Toys R Us lost $18 million on those sales. The agreement did help kill off eToys in 2001—just four years after its buzzy launch—but the spoils were going to Amazon alone. For years after other specialist retailers had developed robust web presences, Toys R Us seemed content to let Amazon eat its lunch.

Then, during the 2003 holiday season, Walmart cut prices on the hottest toys, the very same strategy that Charles Lazarus used to turn Toys R Us into a behemoth. Walmart’s scale, though, was orders of magnitude larger, making the company orders of magnitude more powerful than Lazarus’s ever had been. That Christmas, Walmart discounted toys and games so far that some items actually cost the company money. But few shoppers were buying just that one item. The “loss leader” strategy led
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