John Rossman: [00:00:00] Yeah, the way I think about it is we built capabilities sometimes in tools, sometimes in processes, things like that, rebuilt capabilities that both Amazon, the retailer could use as well as third parties could use. And that's the essence of what I think a platform means to Amazon.
Dave Schappell: [00:00:29] This episode is sponsored by my guests, John Rossman, his new book, the Amazon way. The Bookshare is John's experiences living Amazon's 14 leadership principles while building Amazon's merchants at business from 2002 to 2005, he translates Amazon's unique culture and management practices into insights that other corporate leaders can learn from and apply to their own businesses.
And the learnings are just as applicable to current Amazonians, as well as entrepreneurs, a link to purchase the book is in the show notes today, I'm excited to be talking with John Rossman who started at Amazon in 2002 as the director of merchant integration and was tasked with launching what was known as the merchants at program, which brought massive selection and high quality merchants to the Amazon website.
John will share how his team created the processes and functionality that made it possible for larger brands to quickly list and merchandise, their inventory inventory to Amazon's customer base. In addition, John's written a book called the Amazon way. The third edition released June 8th, 2021. So we'll talk about that.
Welcome John. 
John Rossman: [00:01:35] Dave. Great to be here. Thanks for having me. And I I've told you this, but I really have found how fascinating the interviews you've been doing. And I've learned so much of the things that happened before me and how we were building on the work of everybody else. 
Dave Schappell: [00:01:50] Awesome. Yeah. Well, and it's, we're recording this before your book launches, but it'll release after.
Um, but I th as you know, like I did a reread of it and it's, it's only, it should just be required reading for people. Like, even for someone who was there, it just does a great job of laying out the leadership principles and how they, um, how they were applied. Well, we'll get to that. We'll get to that.
John Rossman: [00:02:11] I always joke. People ask me, like, you know, like, oh, how did you develop that? I didn't develop those leadership principles, everything. Like, I go, all I did was pay attention in class. Like I just observe and learn from others. And, um, I didn't write those principles so. 
Dave Schappell: [00:02:26] Well, we'll, we'll get into that because like, uh, it's very applicable to what we're going to talk about.
And then, uh, also your book. Uh, for background, uh, I want to get into how you got to Amazon, but first, just so that people have a perspective, can you tell our listeners what the merchants at program was? Uh, and why was it a big deal really back at the time, but also it still is. So just so that people know what we're talking about before we get, start getting into the details.
John Rossman: [00:02:52] So merchants@ismerchantsellingatamazon.com. And what was the big deal about it was, it was a great customer experience. And so it actually had an integrated shopping experience and integrated checkout experience, a highly trusted. Um, all the way around experience, like our whole bowl was we wanted to make it as trustworthy as buying from a third party as it was buying from Amazon, the retailer.
And, you know, that was, that was not, you know, who our competition was at the time, which was eBay. Like that was not the experience at eBay at the time. And so that was a big deal. And I think the second reason it was a big deal was it really was the platform that allowed rapid category expansion between books, music, video, and even in those categories, like electronics and home, they were little selection categories.
At that point, we used merchants sat to really develop authoritative selection in the category. So it really was the tab expansion mechanism that we use to rapidly launch categories. 
Dave Schappell: [00:04:02] Yeah. And for the listener, I'll get some of the percentages wrong, but sort of before merchants. Third-party selling was 5% of units sold, maybe, maybe 10, something like it was basically used books, use UCDS and use DVDs.
And the merchants at program is what, you know, sort of poured gasoline on the third-party selling. And it brought not just used, but it brought high quality known name, brand merchants in a lot of new categories and to fill out the existing category. So it was, it was a huge deal in 2002, 2003, 2004, as this rolled out.
So before we get back to that, then to get more detail, can you just tell the story about how you, what were you doing before Amazon? Again, you got there in 2002, which was a few years later than some of the people that we've interviewed. But like I just said to you, before we started recording, it still felt like.
Early Amazon to me, because it was kind of the way I think, of early Amazon, it was kind of before we got to profitable or, you know, sort of before we got the very profitable, you know? And so that's sort of how I bucket things in that first wave of experimentation and adding selection and getting our house in order.
John Rossman: [00:05:14] Yeah. So prior to Amazon, so, um, I had been a partner at Arthur Anderson and the reason that that's relevant is because that's where I met Jason child. He was in the audit practice. I was in the consulting practice at Arthur Anderson and we worked together on a client together. And then for two years before.
Dave Schappell: [00:05:32] For our listener, what was Jason child's role at Amazon? Just people ask because a lot of, yeah. 
John Rossman: [00:05:39] I don't know exactly the title at the time, but I think he was a director in finance rose up to be a VP in finance. And, um, then went on to do great things. CFO at Groupon, he's currently the CFO at Splunk and a really good leader. And then, uh, just prior to Amazon, um, I was in a startup technology company, as we all were in the day, it was called commerce rock and it was a data integration, uh, uh, appliance and really what we applied it to was trading partner integrations.
And so what I became, uh, an expert at a really good at is like, how do you set up trading plans or integration? And what's funny is it's not typically the technology that gets in the way it's semantics, right? It's like how we talk about business. It's how we talk about orders. It's how we talk about inventory and all of that.
And so, um, when we were winding that down and in late 2001 is a lot of things got wild down at that time and everything. And I was like, okay, what's the next thing. And, and I had lunch with Jason and he said, oh, you know, we should have you come over and talk to us about this, this thing we're thinking about this program.
And so I think it would probably early January. 2002, um, from Jason Kyler and Jim Harding started taking me on this fairly attracted tour of interviews and discussions and everything. And, um, and so then I started, um, uh, so you said as the director of merchant integration in March. 
Dave Schappell: [00:07:14] Yeah. And I, I read your book. So you had one of the longest interview cycles ever, you know, it was like you said, it was like 23 interviews over many meetings. What, why, like, why did it, w w what do you think was going on? 
John Rossman: [00:07:29] I, I, you know, I, I thought it was me, like, man, what don't they like about me or not convinced about, but I think what was really going on was, was they were still figuring out, like, what is this.
Thing. And at that point, like the whole motto was keep head count flat. Every there was, was a significant discussion around it. So I think that that played a role in it too, but it was, it was an incredible opportunity for me because when I started, like I knew who the people were. I knew what the program was.
I, I knew where the holes were. I knew what I needed to do day one. And I started at day one, meaning I started my job J day one. There was no orientation. I was up to speed. And, um, it was a great team effort. 
Dave Schappell: [00:08:17] So had they given like, uh, I think of my second episode, I spoke with Joel Spiegel who really pushed mark marketplace probably wouldn't happen without Joel being an unrelenting force.
Um, because it was, you know, we failed so miserably with the first two iterations with auctions, trying to copy eBay basically and Zetia. But, you know, we did have a success with the third version, which was marketplace, which is really for listeners. It's used books, I'm on the same pages where you buy a new books and that, that was a success.
Um, but the tools we built were so bad, like we had a seller tool, which you can think of big booksellers using. So it wasn't made for prime time to work with professional, if you will, merchants in every single category. So you kind of knew the history, but what was your mission defined as coming in? Like, it can't be as general as, Hey, we need you to launch it.
John Rossman: [00:09:13] Like it was, it was kind of multi-fold. It was, as I said, it was like, Hey mate, The customer experience, as trusted as buying from Amazon, the retailer, it was get apparel launched for holiday 2002. And it was figure out how to scale to tens of thousands of sellers was kind of our ambition at that point. So don't, so you've got to figure out mechanisms and approaches so that it's, it's largely self service, um, in nature.
And so that was kinda, that was the mission that, um, as I kind of interpreted it. 
Dave Schappell: [00:09:52] And you just talked about customers, you said make it sort of indistinguishable for customers, that's shopping customers, right. I'm assuming as much or more than half of your customer focus was on the seller side. Was that true? I mean, cause um. 
John Rossman: [00:10:10] From my personal focus it was. Create seller obsession. And I remember some conversations where it's like, Hey, we got customer obsession. We got to really create seller obsession. And I think we were largely successful at, you know, creating that enthusiasm and that, that orientation towards we had to make it a great seller experience if we wanted them to invest.
If we wanted them to be able to meet their obligations, to CRE, to delivering that great customer experience, we needed to deliver a very robust, you know, choreography of feeds tools, data, um, and instrumentation to help them do their job really well. And for us to be able to stay on top of them with very little.
Dave Schappell: [00:11:01] Yeah, because if they didn't have, I mean, it's really interesting. Cause your prior job perfectly fits in here. This is data. I mean, as a data integration problem. 
John Rossman: [00:11:09] But in particular in trading situations, right? 
Dave Schappell: [00:11:12] Yeah. Cause you can't really hold your sellers accountable for great customer service. If you're not giving them real-time information and real-time feedback.
If you're giving them feedback a week later, it's not, you know, you're not basically on top of things and it's hard to hold them accountable. 
John Rossman: [00:11:27] I think, you know, some of the, you know, it's hard to call these things inventive, you know, and everything, but, but putting in place a fulfillment feed, so where they had to.
Send us the fulfillment information. And then we figured out some tricks around where we can take that and we can we'll match it against when the order was taken. And then we'll use the ups information when we had it to track and actually deliver it so that we could give them a scorecard essentially of on-time shipping performance, like Amazon held itself accountable for.
So those were some of the tricks that we put in place to really create that customer experience. And what we did was we helped make everybody really good at delivering. You have, most of these retailers were, were weren't shipping eaches to customers, right? Like, and so we, we help everybody learn, like how do you deliver high SLA customer experiences in fulfill.
Dave Schappell: [00:12:27] Right. And so for these items, this was before fulfillment by Amazon fulfilled for the listener fulfillment by Amazon is one merchant send their products to Amazon and they put them in their own Amazon's warehouses. And then they handle shipping and returns and everything this for merchants at am I correct in saying that they were fulfilling all of the orders from their own warehouses or their own stores?
John Rossman: [00:12:50] That's right. That's right. But they did give us what their inventory count was. And so that we, in fact, contractually, we had price and availability parody with our sellers. And so we, if, if they were selling an item, it had to be for sale at Amazon. And so we had inventory information and one of the, you know, things that we, we were forced into.
Upping, um, inventory and catalog refreshes to, you know, from kind of daily to hourly and, and on inventory availability. I think, I think we took it from like hourly to five minutes so that if a retailer said, oh, I went from two items to zero, we would make the item on available from a customer standpoint, because we didn't want customers to order an item and then have to send them a cancellation notice because it was available.
Dave Schappell: [00:13:44] Yeah. I could see it almost getting even faster as you get down to three items, two items, you know, like a PR almost a preemptive out of stock, customer of work. 
John Rossman: [00:13:54] And I think rearchitecting for the catalog team. To, to start putting in a lot of that real time ish, um, performance. 
Dave Schappell: [00:14:06] And so you mentioned you reported up to, to Jim Harding. What was Jim's Jim reported? The Jason Kyle RJ, Jason kind of, I think at that time oversaw all of retail maybe, or was it all of marketing place? 
John Rossman: [00:14:16] I, I forget exactly. Uh, he, I think it was enterprise services is what has his role was because Diego ran retail. So when I started, even though Jason, um, no, I, I, it was Jim Hardy to Jason, but I worked a lot with all the category teams and I worked a lot with Diego relative to, you know, cause we, we were starting a small kind of category, um, account management team within the.
Uh, retail organization. So I was always partnering with, you know, like Jason Goldberger on the gourmet category. He and I were essentially two and a box on launching gourmet together. 
Dave Schappell: [00:15:04] Got it. And so, and I'll just two, two mornings at Jason Goldberger launched gourmet. He, I think eventually ran kitchen and home. And some of those things, 
John Rossman: [00:15:12] I think he may have played a role in launching sporting goods too, if I'm not mistaken. So. Okay. 
Dave Schappell: [00:15:18] And the other name you mentioned was Diego PS and Teenie Diego went on to run SVP of worldwide retail, I think. And, uh, he came from apple. So just for background, I've been, um, so, so talk about the first big launch then.
So you get the idea of this was a big integration problem. It was a big data transfer problem. In your book, you also talked about. It was a big instrumentation problem. So actually before we get to the first launch, can you talk, cause you did like a, more than a chapter. I felt like in the book and I didn't really, that was after my time where that became a big thing.
So can you talk about the difference between metrics and instrumentation and how Amazon thought about? 
John Rossman: [00:15:56] Yeah. And you know, some of the most, I think fascinating learnings I came away with was like how to measure for effect and. And really we, you know, we just, we use that term instrumentation so that we were always pushing for real time analytics and metrics versus timeline things.
And so again, starting from the highest level of principle, which is customer trust, and we wanted buying from a third party to be as trusted as buying from Amazon, the retailer, it was like, okay, how do we put in both, all the choreography, the feed and the data as well as how do we measure every little point along that journey so that our sellers, would know And we would know when were things, meeting SLAs and when were things not meeting SLAs And that was really the entire choreography design. Some of the pieces were there prior, some of them, we had to either add more data, add more clarity. some of the big work we had to do was like taking the Item feed.
And we had to create these category specific plugin, what we call plugin excess D's or plugin data definitions, so that we had the category specific vernacular that's needed, which is different from apparel than electronics, and things like that. And so that was some of the engineering work and design work that had to be had to be done.
But yeah, it was, it was, it was, you know, in motion trying to design that customer experience. And then how were sellers at scale without much, hand-holding going to both implement to that and then operate to it. 
Dave Schappell: [00:17:43] Well, yeah. And I, in your, in the book, you also talk about that. Just the real-time like the real-time nature of the instrumentation.
Like it's not good enough to say, Hey, we sold 18 of those yesterday. It needed to be real time so that you could contact a merchant. And you mentioned SLS and SLA is a surface level agreement. It's basically they have a promise they have to meet. And this by instrumenting the, the, the products the right way, you could call the merchant and say, you, you missed shipping promise on these three orders.
Why was that? And if that continues to happen, this is going to be a, an ending situation for us. 
John Rossman: [00:18:22] And it wasn't just on shipping. It was like, Hey, we noticed that the price on your website is different than the price you're offering at Amazon. The items you have on your website are different than the items like we were, we were gently enforcing the parody clauses of the seller agreements.
Dave Schappell: [00:18:39] Yeah. So, it required more upfront work the way you described it in the book, but it's one of these things that when done the right way, it's a lot of work upfront, but the benefits, it reaps longterm by, by instrumenting, not just merchants app, but all the product lines at Amazon this way, it allows a lot more control and, uh, an awareness of the, sort of like the quality of the business or the quality of the partner.
John Rossman: [00:19:03] And the other kind of constraint that was put on us. Our vision from the start was, Hey, you know, this has to be able to operate for tens of thousands of sellers, not a hundred sellers, the way you design things for a hundred sellers is very different than 10,000 sellers. And so that's why, as you said, like we invested. More upfront because we had like, okay, if it's going to be 10,000 ish or more sellers, there are some things we have to do somewhat around instrumentation, a lot around seller tools.
And so, um, as I remember it, uh, when, when we got there, like the item feeds and things like that were pretty rudimentary, we built really a, a three option integration path. A seller could integrate either using more sophisticated XML, via soap, um, or API driven integration. They could use flat files to do it, and they could use those flat files.
They could either upload them to a portal and then get error reports or send them via an API. And then we built on top of a, kind of a single, um, build a single item from a, from a web portal page. A lot of the complexity to get to self-service though for the sellers was the type of error information you give them back.
Once they submit these feeds, these, these can be tens of thousands of items. And the little nuances in the data can be pretty subtle. So we did a lot of work on creating really obvious feedback reports to a seller so that they could correct, um, the items and the inventory information and things like that.
So it was really creating avenues that met the seller, where they were in terms of how they wanted to integrate to us, but still meet the vision, the high bar of operating precision that we expected from sellers. 
Dave Schappell: [00:21:03] And without sharing anything that would be NDA or upset, anyone like just to visualize for lists.
I think the first launch was apparel. You mentioned like what's an example of a type of seller that we're talking about here. And I'm asking, because I've tried to distinguish between a used bookstore and independent sellers on eBay. 
John Rossman: [00:21:22] Like so in India, cause this was all public, you can see the shop, you know, and everything.
Right. So some of the big names were Nordstrom. Uh, we had the gap if I were all right, we had Macy's. And so it was, I think the entire launch, the entire launch consisted of, I think it was like 30 or 33 sellers mode. And we were like, Hey, we need to open with some good, you know, solid brands. And so it was brands like that.
There was a couple of smaller ones, but the opening set was the set of 30 core retail brands. 
Dave Schappell: [00:22:03] And that's why I wanted to mention that for listener like these at the time. And you have to really go back to 2002, 2003, like the time eBay was kicking ass, like they had unbelievable selection they had, but they had a user experience problem.
And we won't go into all that detail, but so did Amazon prior to merchants at, and so these merchants like, think about how important it is to Nordstrom that their brand is presented the right way. Like they cared pretty much as much as Amazon did about having good, good quality, detail and presentation and everything else.
John Rossman: [00:22:36] And so in, in some cases I would say more, or they didn't really trust Amazon. Like, you know, we were new to fashion and they were like, Hey, let us explain fashion to you. You know what I mean? We learned some things actually from them, right. Especially around like images. And, um, some of the content that goes well on a detailed page for a fashion item and things like that.
So we, we learned a lot from those and, and that was a big part of my job was, was working directly with those third party sellers. Like, yeah, they signed the contract, but that doesn't mean their business or technical teams were signed off. And so it was, you were kind of reselling the engagement in, we were putting them under, you know, like duress, like, cause what I remember was we were just finishing the specification of what the feed, what the choreography was going to be, but they weren't going to be able to start testing until I want to say.
August or September, but we were going to go live in October. I think we went live in October of 2002. So it was, uh, we were really, um, very tight, very tight time orientation to when we needed to deliver things so that they could deliver their work. We could test it and we could actually have these interoperable trading systems, these selling systems together. And that was a, that was a lift. 
Dave Schappell: [00:24:01] Yeah. And like, again, people just have to understand like that, that might sound like, oh, you had a month to month. Like, that's just no time at all in these situations, just with all. And, and also because it wasn't. 
John Rossman: [00:24:12] Most of these things are not in your control. Right? I can't, I couldn't control what, what the orientation, what the priorities, um, what, the resources that were applied at all these third party sellers, like you were in, you were in.
Dave Schappell: [00:24:25] So let's talk then about, so I'm assuming you made your, your launch date cause you didn't get fired, uh, soon thereafter. So let's talk about that first launch. Assuming it was apparel, you said with those 30 plus merchants, how did it go? Like what was, how would the merchants say it went, how it Amazon say it went. 
John Rossman: [00:24:42] You know, I, I don't remember a ton about like, um, that I know we put a lot of effort into making customer promotions and so all sorts of, uh, promo codes for buying an apparel and everything.
I don't think anybody had huge expectations about like out of the gate, this was going to be significant channel. And I think that's one of the reason why some of these big brands went along with it. 'cause they, they, they didn't, they just like, oh, this is a nice little side business for us, you know, and everything.
Right. And, um, so I think it was largely seen as successful, but, you know, from day one it was like more categories, more sellers, more categories, more sellers as fast as possible. And so there, I think the day after launch, like we were on to sporting goods and there was, there was, Hey, the category managers for apparel were largely managing that we were working on the sellers on the operational piece, but I was really focused on the next thing, which was sporting goods, which I think we launched in early 2002.
Dave Schappell: [00:25:51] I would, it must be 2003. Cause you said apparel just sorry. 
John Rossman: [00:25:57] Yeah. February, March, 2003. That's right. 
Dave Schappell: [00:26:00] So, and, and that's again for listener, that's why it was important to build all the tools the right way because you and your team could leave apparel largely in the hands of account managers. And then you could move on to sporting goods and now, and probably V2 and V3 of the tools that you had built, because probably a bunch of things that you wanted in V1 didn't make it right.
John Rossman: [00:26:21] And then getting another wave of sellers and apparel, but then getting onboarded, all of the sporting goods and one of the things. So one of the reasons why apparel was attractive initially was we didn't have to worry about item matching or item authority because every brand was selling their own unique item.
Whereas in sporting goods, we had to have item matching in place, which, which, as I remember, it just became a bit of a, of a, of a furball in both like what the actual matching logic was and then how to create tools for sellers. To disambiguate, uh, to make disambiguous like what their item was versus something that it was matching against and everything.
Dave Schappell: [00:27:06] So, yeah. And so this is basically this sporting goods manufacturer sells this, or I'm sorry, retailer sells this basketball, this new, the second retailer shows up and they say, Hey, I have a basketball to sell. You actually want to have them check to see if it's the same basketball. It might be by UPC or some other way, because you don't want to have two listings for the exact same basketball.
You'd rather have both merchants selling on the same page of that basketball. 
John Rossman: [00:27:31] Yeah. And so we, we evolved item matching to go, you know, in addition to a UPC, which is a good, hard match using title, using some of the description, using some other parameters within the item to, to get to another degree of sophistication in items.
Dave Schappell: [00:27:51] Yeah, that must've been ugly. I mean, just difficult, difficult, sorry. 
John Rossman: [00:27:56] But again, I think the hardest part was then how do we create self service tools back for the seller so that they could do the right thing. 
Dave Schappell: [00:28:06] So this, this repeated, so this hopefully gives listeners the perspective of this was gigantic. I mean, literally I think you might have more updated numbers, but I think by the time you left or several years after used or sorry, third-party fulfilled merchant, that fulfilled goods is more than 50% of Amazon unit sales, right?
John Rossman: [00:28:27] Like, yeah. Um, well that, that happened well after I left. Um, and I, from my perspective, it was really the combination of having this, this infrastructure and all this selling based in place. And then when they combined it with FBA and FBA made those items, prime eligible. Like that was gasoline on the fire then at that point, right?
Like that's when third-party selling really took off because sellers started to put items into FBA. Those were prime eligible for customers. Customers just gobbled them up. And customers got used to coming to Amazon for a much broader, um, set of categories. 
Dave Schappell: [00:29:09] So, uh, you, you mentioned the word platform. Can you talk about, this is, this is what was happening here.
Amazon was, uh, expanding from being a retailer to truly becoming an e-commerce platform. Can you talk about like, what, how you think about that as a con you were a consultant after you left Amazon written a book, like w how did you think of that? 
John Rossman: [00:29:29] The way I think about it is we built capabilities sometimes in tools, sometimes in processes, things like that.
We built capabilities that both Amazon, the retailer could use as well as third parties could use. And that's the essence of what I think a platform means to Amazon. 
Dave Schappell: [00:29:51] Yeah. And, and that's where, like you, you have all these tools that Le merchants put their items on the site and it sells well. And then you add more categories and then just like, Hey, wait a second.
Let's let's, let's let allow them to send their, their goods right. To our warehouses and we'll fulfill for them. And we'll put them in the prime program and all of these programs and products and services built on one another until it becomes a, it's probably a bigger channel than the merchants own online e-commerce efforts. And, yup. Jeff, the question, I was just going to ask it. 
John Rossman: [00:30:26] Everywhere letters, right? When he talked about, you know, third party sellers are kicking our ass or, or whatever, our first party asks, you know, and everything, right? Like those two are completely blended together. Now, both from a customer standpoint to some degree from a seller standpoint and certainly teams within Amazon.
I don't think there, I don't think there are separate. Market place oriented teams versus one P teams. 
Dave Schappell: [00:30:55] Right. And I remember now the question I was going to ask, you said when, before the apparel launch, they thought that the partners, the merchants thought all this will be a nice side business. How quickly did it become bigger than their own business or a significant business that, that they couldn't, uh, not pay attention to anymore?
John Rossman: [00:31:14] I, I think it was really six to eight years after launch. It took a lot of patients and got it. When I, when I think about like Amazon's true superpowers, I think it's knowing when to have patients with something. Yeah, that is really one of the things that distinguishes Amazon, uh, and knowing when not to have patients with something.
Right. And, and, and that's a real subtle thing. One other, um, interesting topic, if going back to launch before we leave that too, too, too far back was, you know, one of the real tensions, one of the escalation points we had to have to Jeff was this notion of handshake. So if you remember, one of our. orientations or strategies was, Hey, Amazon's going to manage the credit card for customers, right?
We're going to charge it. We're not going to pass the credit card on. Well, that broke many of the order management systems for these retailers. their order management system assumed of course we have a credit card. And so several of the big sellers wanted us to encrypt and pass on the credit card to them.
They would charge the credit card. The bad part of the customer experience of that was multi-fold first. They would get to see a charge on their credit card from Macy's when they bought something from Amazon, that would be confusing as well as there could be, you know, security issues that going on there.
And one of the real. Hard stops. Gutsy moves that, you know, Bezos and Kyler really made was like, we're not going to do any handshake deals. We had it all architected. We had it ready to go. And they were just like, Nope, we can't. And that's because of customer trust. And I think that was one of the real turning points on, you know, when you start compromising on stuff like that, you rarely come back.
And we said, you know, a few of the sellers said, okay, we'll figure it out. And a few of them said, sorry, we can't do it. And we lost, I forget which ones we lost, but we lost a couple of big sellers. 
Dave Schappell: [00:33:19] Yeah, well, that's, that's awesome. I thought you were gonna tell me the other way that you figured out some way to do that handshake, because it does remind me, like I buy a lot of stuff online and not everything from Amazon.
And you have a few of those merchants where every time you place an order, you get like four emails from it and it's so clunky. And I just ignore it, you know, quick archive, but it's the type of thing that mass customers aren't going to deal with. And especially the confusion of wait a second, I bought that at Amazon. Why did Macy's charge my card? Um, it's it, it, it, it was a showstopper and. 
John Rossman: [00:33:47] I think about it a lot today, just in my own life. It was like, one of the reasons I like buying from Amazon is I know my credit card isn't being sprinkled around the entire internet. 
Dave Schappell: [00:33:57] Yeah. So you miss mentioned, uh, sort of teasing on a Jeff meeting in your book. You talk about quite a few of them. Uh, those, and, and I, I am not a shill for your book. I actually really think the book's good. I think I've read it two or three times over the years. Um, but talk about. I I, the question I wanted to ask if were there any sources of tension or disagreement where you had to be, what was essentially the voice of the merchant, you know, where you had to push back on Jeff and S. 
John Rossman: [00:34:28] Not at the Jeff meetings, those were more with like the catalog team. And then the other one that had a lot of tension was getting what was called self service registration, to be able to allow a seller to register in the middle of the night, without talking to anybody that, that took a lot of, you know, negotiation across the enterprise and some, some tension, um, there, but, but no tension from that I had to represent at, at the Jeff meetings, it was always just like, you know, why aren't we going faster?
Why can't we get these categories launched? Why can't we get to, you know, go. 30 merchants to 3000 merchants to 30,000 merchants over a couple of months. Like he was always just pushing to think bigger and go faster. 
Dave Schappell: [00:35:17] Yeah. And so how about the idea of threading? Like I just would dread those meetings with merchants where they're saying, we need this, these 37 features and, or it's going to take us four months and you're like, oh, actually, you're, you're not going to get, you're going to get for those features.
And we're going to launch in two months. So we need you to go faster. And again, I'm, I'm making an exaggeration there to say, like, how did you deal with that? Because I know Amazon's expectations are just different than, and not always resourced, you know, to the point they should be or ever. 
John Rossman: [00:35:49] Right. Th th that got to be much, a much bigger issue in the w the next business.
We'll talk about the, the, the merchant.com business. Right. Um, but in the merchants app business, it was always pretty well positioned as a, as a fairly, you know, generic. Um, thing, the, the only discussion was sometimes around promotion types, right? And so we had to build a pretty, we built a pretty flexible promotion tool creation tool that took some time.
And so the biggest negotiation around features from sellers was, um, promotion types that they wanted to be able to do. And within that, there was a little bit of tension around just customer communication, because we were like, Hey, only communication runs through Amazon and everything. Right. And so there was some times a little bit of tension around, um, customer communication and sometimes, you know, stuffing a little direct promo into the boxes, which was a no-no from the contractual standpoint and things like that.
Those, those were some of the tension points, but it wasn't really on features to me. 
Dave Schappell: [00:36:59] Yeah for listener, you almost have no idea how complex a promotion. Uh, the, the richness of promotion requests can get in, give it an hour and talking with merchants and, you know, you want discount, limited time discount, buy one, get one like. 
John Rossman: [00:37:14] And eligibility capabilities. And then, and then think about when, uh, when a customer refunds, one item out of a promotion, how do you deal with refunds and then customer service implications? Like it's a, it's a, it's a quagmire. Yeah, like refunding to a credit card versus refunding to a gift certificate. And then there's expired gift certificates.
Well, anyway, I'm just sharing my refund, then they aren't eligible for the promotion anymore. How you deal with it? Yeah. 
Dave Schappell: [00:37:42] It's just one of those funny things of like, you start thinking about something that is kind of simple and then immediately your head blows up because you don't want to give up. And then you're trying to negotiate that with third-party merchants as well, who have different expectations and, um, yeah.
John Rossman: [00:37:55] And the apparel set of sellers seem to be especially creative in the types of promotions they like to do. So that, that was, uh, that was the only thing that came to mind on kind of feature negotiation with third-party sellers. 
Dave Schappell: [00:38:11] I, I don't want to spend too much time on merchant.com versus merchant app, but cause I'll probably do a different interview with somebody that worked more.
But can you just give the high level overview of maybe just by the merchant type or yeah. 
John Rossman: [00:38:25] So, so n.com or merchant.com was really, Amazon had negotiated a couple of just, I think amazing deals early on before I got there, right. To toys R us. Uh, target.com were the two that I remember. I think there might've been a deal with home Depot, uh, going on, but these were deals where we were Amazon was essentially the, the back end commerce capability to power, but it was their brand, their customers.
They did what they did well, which was merchandising. We did what we did well, which was e-commerce. And we w we would do fulfillment and to some degree, customer service for them. So ended up calm was like, Hey, how, what, how do we take those couple of deals and blow it out of the water? How do we scale it? Right? 
Dave Schappell: [00:39:21] Was this is like, we actually powered the website. So it was always our us, we're running the website and we're fulfilling the items, but the boxes that they're receiving are toys R us or target there. They don't know that it's Amazon. Whereas with merchants. It's coming in an Amazon box. Uh, oh no, actually, no, it wouldn't always be, cause it becomes sometimes coming from the merchant, but, but they knew that they were shopping on Amazon, that merchant our customer, right.
John Rossman: [00:39:50] It was Amazon's customer versus versus their customer. And so m.com was, was essentially like a, a business outsourcing arrangement. And so these were very complex negotiated deals. Very hard to implement. You want to talk about tension around features? This is where Jen and the features came in and I think the business.
When I look back at like, why didn't m.com work? I think, I think there was two real challenges to it. One was kind of strategic alignment. They could see some of these could see early on, well, like, well now it's cool that we get to leverage all of Amazon stuff, but we are kind of teaching you the business that we're in.
Right. And so it was, it was had a poor strategic alignment. And then the other at a more tactical level is the point that you made, which was, we were, we were reliant on essentially every team at Amazon to deliver features for us and everything. And so we were always in a negotiation with that. And we were typically at the, at the low end, if you tried to do an ROI on like, well, do we do this feature for Amazon or this feature.
You know the NBA? Well, it would be a thousand times that payback, but here's the problem. We've either made a contractual commitment to, to this third party, or we've implied that we are always going to get these things done. So it w it was just, it was a hard business because these are clients at that point, right.
They're not customers, they're clients and a client business has to have a slightly different orientation as to how you prioritize for them. 
Dave Schappell: [00:41:29] Yeah. Yeah. Like I said, I'll dive into that more, but those are the, and those, most of those did not work out over time as you'll you can read about in the press, but it's just one of the distinguished, the two.
So, uh, yeah, we're at 40 minutes already. So I'm going to try to keep going. So the short version is from these launches, which you did for several years. What would you have done differently and I'm already, and by the way, it's totally fine. If you said, you know what, we pretty much nailed it. Given resources and time and everything.
Like what are the, are there one or two things you would have done differently? 
John Rossman: [00:41:59] Yeah, I think one of the things I think about one of the tricky parts of, of, of selling and creating a great customer experience was this thing called classification, right? Which is essentially putting keywords on items so that they would show up well in the browse nodes and that they would be searchable.
And we, and so we would give this dictionary of sellers and say, Hey, do a good, good luck, do a good job of putting these classification terms on them. And I think that there was an opportunity to, to, to ask ourselves like, well, how could we do that hard work and do it better, uh, for sellers than asking them to do it.
Now, we didn't have all the machine learning. Uh, tools or perspectives that we have now, but, but I think we walked away from an opportunity to really create some cool solutions relative to classification. And then the other one was we had a very high bar of testing for sellers. Like they had to go through a fairly rigorous, like, prove it to us that you know how to do all these, these use cases, all these, all these complex choreographies before we let you go alive.
And we, we got down the path, but we didn't really deliver, uh, kind of an automated testing, um, set of tools that would have really, um, helped. And then I think the other thing, and I worked closely with Matt Williamson. And, and he did a great job, had a good vision, but I think we could have done more. And this is what's really developed out there now is an ecosystem of providers that really help sellers do a better job at this.
And I think we could have thought a bit bigger about creating that ecosystem and, and funding and spurring them on. And I think that would have accelerated some of the marketplace business that it came over time. But I think we could have accelerated it. 
Dave Schappell: [00:43:54] Thinking about places like channel advisor, like Scott Wingo, channel advisor. That's, that's great. I've listened to this podcast. It's quite good. So normally this is the place where I ask about your advice for entrepreneurs and, uh, but actually I think it's going to be better going after, um, sort of at the end. Um, and because your book is going to tie well into it. So can you talk about, I never asked you this before.
Why did you leave Amazon? And then what did you do sort of leading up to that. 
John Rossman: [00:44:22] W, well, I think it was a, it was a combination of factors, a we, we, we were struggling. We weren't winning in the end.com business and, and I didn't really see a path like how we were going to figure that out. And I had a great opportunity.
Some of my former partners were with a firm called Alvarez and Marcel, and they were like, Hey John, when she comes to help start the Western region for our corporate consulting practice. And it just, it, it really gave me. A degree of freedom and entrepreneurship that I really didn't have at Amazon. And my, my, my boys were young at that point.
I think they were five and three at that point. And it's like, I wanted to have more direct control over the, kind of the commitments that were being made and, and direct control to the kind of, um, life that I was leading and everything. And so those were kind of the, the things that drove me to take the offer from ANM and, and, um, I've never looked back.
Dave Schappell: [00:45:25] And so what compelled you to write the book? My, my hunches. And again, you, you, you re refer to this in the book, but I'm assuming like me. When I'm talking to startups, you were just constantly talking about Amazon stories when talking to these companies you're consulting for, is that where the book came from as somebody like you should.
John Rossman: [00:45:43] You're really reading it very directly specifically. And one of my big clients was the gates foundation. So when I was at Alvarez, Marcel, I was doing a lot of work with the, the gates foundation. And I had a client who is still my partner on these books of government. I'm a Greg Shaw. Who's written a few books himself.
He's in the office of the CEO at Microsoft and Greg, I wrote one piece just as this white paper about us, what self-service meant. And he pulled me into his office one day and he goes, you know, this is really good. And then he kind of said, Hey, here's the 10 things you could have done better on it. Cause he's an editor by background.
And he said, you know, you should, you should. I've seen you take all these little things from Amazon. And, and Greg's a very forward-looking guy and he goes. People in Seattle, see Amazon. And some of us recognize like where this company is going in the power of their model, the rest of the world. Doesn't.
And I think that this is a good time for a book. And so we wrote the first edition of the Amazon way in 2014, I've written a couple of books since then we pulled the title two years ago, uh, based on a publisher request for a different book I did. And I took that opportunity to really do a refresh on the book, talk to a ton of people at, or that have left Amazon leadership principles mean to them, but it's still a pretty simple story.
I try to keep it pretty, um, easy read. And it's about, you know, the leadership principles, what they mean to me and, and what I think others can kind of get from the leadership. 
Dave Schappell: [00:47:16] Yeah for, for people. And I w I actually, I'm going to lead into the question, but the book is the best. The part of the book I love the most is basically it's 14 chapters that go into the 14 leadership principles.
And it gives examples from your work, um, applying those, or having them apply to you, maybe with a hammer sometimes. Um, and so our 13, you know, th th the different leadership principles. So like, talk about, uh, you, I know in the book, you, you posited a new leadership principle. We don't have to go into that too much, but is, was that, is that the type of thing you were working on with clients a lot is helping them figure out their own principles and like how to apply it.
John Rossman: [00:47:55] Other business wasn't so much principal that would put it more in like the operating tenants that we would be working on, you know, and everything I've gotten into situations now where we do get to address more. Corporate leadership and that combination with corporate strategy and then how do we operate?
But at that point it was more like, Hey, how do we solve this problem? Oh, well we apply a little OPCW. Right. And we create a little self-service over here and, you know, let's just keep in mind our customers, this student over here, who's trying to get some then done. Like it was, it was much more, um, at the, you know, in technical terms at the primitive level versus at the, at the principal level.
And, um, yeah, so the, the, the, the preface that I write, I, I hope it comes across well in the book is, is not a criticism at all. It really comes from a strategic point of view of like, what's my best advice for Amazon. To kind of change. Some of the narrative that I think is, is going on, I know is going on.
Right. There's, there's debate around that. Um, and I think that they recognize themselves, you read Jeff's leadership or, um, shareholder letter he's talking about, they need a new vision for employees. They can do better. We don't take right. Um, uh, soulless or, or in, in the union vote. They recognize like being good.
Isn't has never been the bar at Amazon, right. Being the best at something. And, and so I suggest a leadership principle to them that I think would be a nice compliment that would help them over the next 25 years live up to what we all need them and every other company to live up to. Right. 
Dave Schappell: [00:49:27] And, uh, a question I have, cause you've worked with so many more companies than I have.
So, uh, just via consulting are there. Examples where companies that you know of that you can talk about publicly that are, that have applied leadership principles or whatever the word is they use for them B start to finish. Like, I feel like that's the difference, at least from my experience, like for the listener leadership principles at Amazon start now, nowadays, it wasn't always this way, but like from your first interview to your performance reviews, to your exit interview, you're being evaluated by your adherence.
Would you say, or your affinity to like the 14 leadership principles, like customer obsession and like when did you exhibit this or, or fall short. So do you have any examples of companies that are doing it as well, or some that have done a pretty good job or like just, uh, cause I haven't heard that many or any, yeah.
John Rossman: [00:50:26] Being able to find examples of companies that have, you know, tactically based leadership principles, like that's a small set and then. Do they actually incorporate them into their work like Amazon does. I, I doubt it. I measure my success on just like, how do we create an environment that understands when are we innovating versus when are we scaling?
And so that we truly understand the nature of experimentation in the business. Like that's where I get my success sometimes with some of these organizations, not even all the time. They're right. But, but you know, if, if in general leaders don't have that orientation, it's hard to get them there. And I deal primarily with big companies and they are, they're typically just beholden to their financial quarters.
Dave Schappell: [00:51:20] I have two questions, one about the big company and then one about startups. So first is what's the biggest mistake. Maybe that's what you were just talking about. What's the biggest mistake. Big companies make when trying to either implement their equivalent of leadership principles, or if they say they want to implement the working backward process from Amazon, like what, what is the what's the most common?
John Rossman: [00:51:42] Yeah. So let's talk about the working backwards, cause that that's something I do try to make a dent in, uh, in big companies on, and it's really getting to clarity in your thinking. And so I, I talk about like, well, you know, clarity is really both simplicity of thought and completeness of thought and getting those two attributes in documents with everybody, who's got to contribute to them going, yes, that's what we're doing.
And that's not what we're doing. That is the hardest thing. And everybody talks in these ambiguous, grandiose, non clear non-specific terms. And so that's the hardest thing is communication, right? It's it's getting thoughts aligned and that's the power of. Narratives, future press releases. FAQ's all of those things is, is that is, um, you know, it forces you to get there.
And then the second move it's hard to do is to actually get then senior leaders to sit down and really read them. Right. Indigo, is that exactly what you want to do? Or is it that version of what you want to do? Or is it that version of like getting them to really dive in? Cause at, at big companies, what most senior leaders, like there they're managing budgets and HR issues, right?
Like they aren't like, well, I want it to be this exact experience. They don't have that perspective anymore, but that's where you need to get to in order to really deliver a new product or new service, that's going to win the market. 
Dave Schappell: [00:53:09] Yeah. The flow. Yeah. And I agree with you. It's, it's so hard. Like it's funny.
I was listening to a podcast, uh, a day or two ago was about Johnny ive and he talked about it just came up in it that, uh, Steve jobs also hated PowerPoint. I forget what the reason is for it. It was a different way than Jeff talks about it, but he basically said, look, humans have been talking for thousands of years.
So let's sit and talk through this project and discuss and question it and debate it. Don't talk to me with a bunch of bullet points. So it was very, very similar because, you know, he would obsess into the details as well. And, um, so the flip side of that, we're just like, but.
John Rossman: [00:53:47] The power of writing it down is you capture it right. And it's done. You can pass it forward to others and you can audit it, uh, in the future. And it has so much more scalability conversations are great, but if you can capture those, then you can move it forward. And I think that's the power of, you know, 
Dave Schappell: [00:54:07] Yeah, my only in this, this will go off on a tangent. So I have to do one on, uh, six pagers at some point.
But my problem with it was you, six pages is so small that you end up re re eliminating actual real content that is, you know, it gets nuanced away. So it that's a separate discussion sometime one other quick one, and maybe you don't work with startups enough, but how would, let's say a startup loves this and they're like, they're really into working backwards, the, you know, the sort of Amazon methodology, how do you think they should adopt you think they should just adopt them wholesale?
Or is there like a lightweight version, you know, for a five-person company to implement that would help them get to a better product? 
John Rossman: [00:54:48] Yeah. And I don't work with a lot of startups, but when I do one of the areas, I feel like they don't. Focus enough on is back to the instrumentation, back to the metrics and really understanding in the multi-dimensional way of how do you measure the business, the customer experience, your operations, your unit costs, all of those things.
And then how do you put in place the mechanisms? we had these metrics meetings, right? Which were meetings of action and accountability and problem solving. So how do you take metrics? And instead of those things, being essentially congratulatory moments, find the noise so that you're improving something and then create a culture that features the problems.
And that's been the topic that when I do work with smaller companies, like they have underthought instrumentation in their business. 
Dave Schappell: [00:55:46] Um, an early version of that was the discussion with Jane slate and Colleen, uh, about customer service and how they. All of it. They basically categorize the thousands of customer inquiries and say, they're telling us what to fix.
They're telling us anytime somebody reaches out to us, it's a failure. So let's go back and find it. And you're, you're talking about it five years later, when you're saying you actually have to are, you know, implement that in architected in from day one. So that every piece of information is something that you can use to improve, uh, improve the product.
John Rossman: [00:56:17] That's right. 
Dave Schappell: [00:56:19] So then to wrap the men, this builds on what you were just talking about, but any other, you know, advice for entrepreneurs from, you know, from your experiences, both at Amazon and, and after, and again, this could be advice for big companies. I think some of it's been. 
John Rossman: [00:56:34] You, you, you know, there's, I think the, the, the people outside of Amazon that don't really understand Amazon, you know, they're like, oh, well, they weren't profitable, you know, for so long and everything.
Amazon new unit costs better than anybody I've ever seen. And so, yeah, it gets back to like, are you ready to scale operationally? And do you understand your true unit costs for whatever your product or service is? And so it's really understanding when you're at the moment to scale versus no, you're still figuring something out about operations.
It gets you to, you know, you don't want to scale when you don't understand your, your unit cost basis. And so Amazon was profitable on a unit basis forever. It was just, you know, they chose to invest it in other ways. And that's a topic that, again, I think people think like, oh, you know, we lose money on every order, but we'll make it up in scale. Right? Like it doesn't. 
Dave Schappell: [00:57:36] Yeah, it was, it, it actually ties to the Blake schol interview as well. He he's the one that implemented the, that that basically, or dynamically bid on Google ad words. Right? Well, the reason the reason they could do that is he knew exactly how profitable every single product was.
Every single ASEN had a contribution margin profitability. So he knew what his limit was on bidding, based on clicks and conversions. And, and so you can't build that, unless that under to your point, that understanding it is it exists. So, um, well, I'm going, gonna end on, I recommend it. Everybody read your book and it's not because you agreed to do this interview.
I read it, uh, about two weeks ago and sent you a whole bunch of, uh, uh, copy edits because, uh, um, but, but I'm just saying, like, it's, it's a great, you can read the book in like what three hours. I think you said easy ideas. You can get on a plane and a glass of wine or two, and you can read it. And it's even for people that are currently working in Amazon, it is an awesome.
Refresher. Um, and I, you know, I said it was, I thought it really good, so congratulations. And, um, , uh. 
John Rossman: [00:58:44] It's, it's been, you know, such a gift and, and, um, you know, we had great teams and everybody accomplished us together, but I was lucky to just see the power of these things at other places. And then somebody just nudged me like, Hey, you know, captured worry.
And so it's been, it's been a real blessing. 
Dave Schappell: [00:59:04] That's awesome. Well, thank you so much for being a guest on my podcast. Uh, I think people are going to love this. Uh, I said, I told you beforehand, this is one that is easier for me because I worked on a lot of the earlier the terrible marketplace, uh, failures, the auctions to these shops.
And, um, so when I saw a merchant's ad coming, it was awesome. You know, it was just like, oh my God, there's somebody, we got some adults here, John is here and he's going to get this, but I'm saying like, it was, it was, it was. Transformation in a big way of bringing on those thousands and thousands of merchants.
And we didn't even get into the modern day problems that might exist on the platform, but they're fixable. They just need to focus on them. So let's not go there. So, but I highly recommend everybody who wants to learn more about Amazon leadership principles, uh, go by it's the Amazon way. Is that correct?
John Rossman: [00:59:53] Yep. 
Dave Schappell: [00:59:54] Yeah. And it's going on sale? Well, it went on sale, uh, June 8th. Uh we're we're recording this a few days before that. So, uh, to go by the book, I will have links for it all over my website and in the post. Um, so, so yeah, so I highly recommend it and thanks. It was great to see you again, John. 
John Rossman: [01:00:10] Hey, thanks again. I really appreciate the work you're doing and, and the historical archive of this is a tremendous asset. 
Dave Schappell: [01:00:18] Oh, that's awesome. Yeah, it's a lot of work, a lot more work than I thought going in. So, uh, but the interviews themselves are fun. All the scheduling, not as, not as much fun. So. For the audience. Thank you for listening to the invent, like an owner podcast.
If you'd like more details about what we discussed today, or want to contact me with edits or to suggest future guests or topics, please visit invent like an owner.com to sign up for the newsletter. And before I get to the, that's it for today, what's your website URL, and I'll put it in the notes, but because people can reach out to you that way as well.
John Rossman: [01:00:48] It's the Amazon way.com. 
Dave Schappell: [01:00:50] Great. Um, and like I said, everything will be in the show notes, so that's it for today. And remember no sniveling. .

