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Abstract: This study offers a comparative financial analysis of Amazon and Walmart across 2020–2024, focusing on three 
essential metrics: Degree of Operating Leverage (DOL), Contribution Margin Ratio (CMR), and Break-even Analysis. 
By examining these metrics, the research aims to shed light on how each company’s financial structure, operational 
efficiency, and risk exposure play out in the fiercely competitive retail landscape. Data for this analysis were drawn from 
publicly available financial reports, market sources, and industry insights.

Key words: Amazon, Walmart, Degree of Operating Leverage (DOL), Contribution Margin Ratio (CMR), Break-even 
Analysis, Financial Performance, Retail Sector, Profitability Metrics, Risk Management, Comparative Analysis.
Annotatsiya: Ushbu tadqiqot 2020–2024 yillar oralig‘ida Amazon va Walmart kompaniyalarining moliyaviy ko‘rsatkichlarini 
taqqoslab tahlil qiladi. Asosiy e’tibor uchta muhim ko‘rsatkichga qaratilgan: Operatsion Tayoqlilik Darajasi (DOL), Hissa 
Qo‘shish Marjasi Koeffitsienti (CMR) va Tenglashuv Tahlili (Break-even). Ushbu ko‘rsatkichlar asosida kompaniyalarning 
moliyaviy tuzilmasi, operatsion samaradorligi va tavakkalchilik darajasi raqobatbardosh chakana savdo sohasida 
qanday namoyon bo‘lishi o‘rganilgan. Tadqiqot uchun ma’lumotlar ochiq moliyaviy hisobotlar, bozor manbalari va sanoat 
tahlillaridan olingan.

Kalit soʻzlar: Amazon, Walmart, Operatsion tayoqlilik darajasi (DOL), Hissa qo‘shish marjasi (CMR), Tenglashuv tahlili, 
Moliyaviy samaradorlik, Chakana savdo, Foydalilik ko‘rsatkichlari, Xatarlarni boshqarish, Taqqoslov tahlil.
Аннотация: В данном исследовании представлен сравнительный финансовый анализ компаний Amazon и 
Walmart за период 2020–2024 годов с акцентом на три ключевых показателя: коэффициент операционного рычага 
(DOL), коэффициент маржи вклада (CMR) и анализ безубыточности. Анализируя эти показатели, исследование 
освещает различия в финансовой структуре, операционной эффективности и уровне риска обеих компаний в 
условиях жесткой конкуренции в розничной торговле. Данные для анализа были получены из общедоступных 
финансовых отчетов, рыночных источников и отраслевых обзоров.

Ключевые слова: Amazon, Walmart, коэффициент операционного рычага (DOL), коэффициент маржи вклада 
(CMR), анализ безубыточности, финансовые показатели, розничная торговля, рентабельность, управление 
рисками, сравнительный анализ.

I N T R O D U C T I O N
In today’s interconnected and fiercely competitive business landscape, understanding a company’s 

financial performance is crucial for assessing its operational efficiency, risk exposure, and long-term viability. 
Financial indicators such as the Degree of Operating Leverage (DOL), Contribution Margin Ratio (CMR), and 
Break-even Analysis play a central role in evaluating how effectively a company manages its fixed and variable 
costs, drives profitability, and withstands market volatility. These metrics not only offer insights into a company’s 
internal cost structure but also help inform strategic decisions.

This study centers on a comparative analysis of two major players in the global retail sector: Amazon, 
a technology-driven e-commerce powerhouse, and Walmart, a traditional retail leader. Despite their shared 
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prominence in the industry, these companies operate with markedly different business models, cost structures, 
and growth strategies. Drawing on financial data from 2020 to 2024, the research examines how Amazon and 
Walmart differ in terms of DOL, CMR, and break-even points and what these differences reveal about their risk 
profiles, profitability, and financial stability.

The primary goal of this analysis is to provide a data-driven perspective on how these financial metrics 
reflect each company’s strategic choices, cost management practices, and resilience in an ever-changing retail 
environment. By doing so, this study aims to contribute to a deeper understanding of how operational structure 
shapes financial outcomes in large-scale retail enterprises.

The remainder of the paper is organized as follows: the Methodology section details the data sources and 
analytical framework employed in this study; the Analysis section presents the financial findings for Amazon and 
Walmart; the Discussion section interprets these results; and the Conclusion summarizes the key takeaways 
and suggests areas for future research.

The findings reveal distinct profiles: Amazon’s higher CMR and DOL suggest greater sensitivity to shifts in 
sales, which signals higher growth potential but also greater risk. Walmart, in contrast, maintains a more stable 
and conservative financial stance, characterized by lower yet steadier profitability margins. The break-even 
analysis further highlights Amazon’s larger scale of operations, requiring significantly higher sales volumes to 
offset its fixed costs, compared to Walmart’s lower break-even point.

Altogether, this comparative study deepens the understanding of financial dynamics within large-scale retail 
operations and underscores the need for a careful balance between operational leverage and risk management. 
The insights may prove valuable to investors, financial analysts, and business strategists seeking to assess 
corporate performance and make informed decisions in varying market conditions.

L I T E R A T U R E  R E V I E W
Financial performance analysis has long been recognized as a critical component of corporate finance 

research, as it provides the foundation for informed strategic decision-making and risk management. A growing 
body of literature has emphasized the importance of understanding the relationship between cost structures, 
profitability, and risk exposure, particularly in the context of large-scale, competitive industries such as global 
retail. Scholars such as Brigham and Ehrhardt (2019) argue that financial ratios such as the Degree of Operating 
Leverage (DOL), Contribution Margin Ratio (CMR), and Break-even Analysis serve as vital tools for assessing 
a firm’s capacity to navigate operational challenges and adjust to market fluctuations.

The Degree of Operating Leverage (DOL) has been widely discussed as a fundamental metric for 
understanding a company’s financial risk profile. According to Higgins (2018), DOL quantifies how sensitive a 
company’s operating income is to changes in sales volume, reflecting the proportion of fixed versus variable costs 
within the business model. A high DOL indicates that small changes in revenue can lead to disproportionately 
large changes in operating income, magnifying both potential gains and losses. This is particularly relevant in 
industries characterized by high fixed costs, such as logistics-heavy retailers, where scalability and cost control 
are critical for long-term success.

Contribution Margin Ratio (CMR) is another essential measure, capturing the proportion of sales that 
remains after covering variable costs and thus contributes to covering fixed costs and generating profit. 
Horngren, Sundem, and Stratton (2014) highlight that a higher CMR generally signals a stronger ability to 
achieve profitability, but also cautions that it must be interpreted in conjunction with overall cost structures and 
market dynamics. For instance, while a high CMR may suggest better profit potential, it can also imply greater 
vulnerability to fluctuations in sales volume if fixed costs are substantial.

Break-even Analysis, introduced by Horngren (1989), remains a cornerstone of cost-volume-profit analysis, 
helping firms determine the minimum level of sales required to cover all costs and avoid losses. This metric 
is particularly valuable for assessing the viability of pricing strategies, cost structures, and risk tolerance in 
the face of market uncertainty. Break-even analysis has been applied extensively in various industries, from 
manufacturing to services, yet its integration into large-scale retail performance studies has been relatively 
limited.

Existing research has explored the financial performance of major retail firms such as Amazon and Walmart, 
focusing on how their distinct business models influence profitability, risk, and scalability. For instance, Kumar 
and Raj (2022) examined how Amazon’s e-commerce-driven model enables greater scalability, higher gross 
margins, and stronger growth prospects, compared to Walmart’s brick-and-mortar approach, which offers more 
stable but narrower profit margins. Similarly, studies by Lee and Johnson (2021) emphasized that Amazon’s 
heavy investment in technology and logistics infrastructure allows for rapid adaptation to market changes, while 
Walmart’s cost leadership strategy and physical store network provide resilience but limit flexibility in certain 
scenarios.
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Despite these contributions, several critical gaps remain in the literature. First, while individual metrics such 
as DOL, CMR, and break-even analysis have been studied in isolation, there is a lack of integrated analyses 
that combine these tools to form a holistic view of financial performance in the retail sector. Second, much 
of the existing research has focused on pre-pandemic data, with limited attention paid to how the COVID-19 
pandemic and subsequent economic recovery have influenced cost structures, risk profiles, and profitability. 
Studies like that of Miller and Brown (2020) have called for longitudinal analyses that capture multi-year trends, 
yet few have undertaken such efforts, especially using real-world financial data from 2020 to 2024.

Furthermore, the impact of external factors such as inflationary pressures, shifts in consumer behavior, 
supply chain disruptions, and digital transformation trends has yet to be fully integrated into comparative 
financial performance studies of major retailers. These dynamics are particularly salient for firms like Amazon 
and Walmart, whose operational models rely on complex logistics networks and varying levels of fixed versus 
variable cost structures. The interplay between these factors and core financial metrics like DOL, CMR, and 
break-even points warrants further exploration.

This study seeks to address these gaps by conducting a comprehensive, multi-year financial performance 
analysis of Amazon and Walmart from 2020 to 2024, utilizing real-world data to examine how differences in 
operational structures, cost management strategies, and market conditions have shaped their risk profiles and 
profitability. By integrating DOL, CMR, and break-even analysis within a unified framework, this research aims 
to provide a deeper understanding of the financial dynamics underpinning success in the competitive global 
retail sector.

M E T H O D O L O G Y
This study adopts a comparative financial analysis framework to assess the performance of Amazon and 

Walmart between 2020 and 2024. The focus is on three key financial metrics: Degree of Operating Leverage 
(DOL), Contribution Margin Ratio (CMR), and Break-even Analysis. The analysis relies on secondary data 
sourced from official financial reports, annual statements, investor presentations, and reputable market research 
platforms, including Statista, Macrotrends, Finbox, and Yahoo Finance.

The analysis is based entirely on secondary data collected from a combination of primary company reports 
and trusted financial databases. The following sources were utilized:

Official 10-K filings and Annual Reports of Amazon and Walmart (2020–2024)
Investor Presentations and Management Discussion & Analysis (MD&A) sections
Financial databases including Statista, Macrotrends, Finbox, and Yahoo Finance for cross-verification and 

supplementary data
Industry reports and academic research on retail sector cost structures and profitability trends

D A T A  C O L L E C T I O N
Revenue, operating income, and net income data for Amazon and Walmart were extracted from their 

published 10-K reports and verified through third-party financial databases.
Cost structures, including approximations of variable and fixed costs, were estimated using gross profit 

margins, industry reports, and insights from academic literature.
Financial Metrics and Formulas
Degree of Operating Leverage (DOL):

This formula measures how responsive operating income is to changes in sales, reflecting the extent to 
which fixed costs amplify the impact of sales fluctuations on profitability. A higher DOL indicates higher risk but 
also higher potential rewards during periods of sales growth.

Contribution Margin Ratio (CMR):

This ratio indicates the proportion of each sales dollar available to cover fixed costs and contribute to profit. 
A higher CMR means a greater share of revenue remains after covering variable costs, highlighting efficiency. 
It helps assess how well a firm can manage costs and improve profitability. CMR also provides insight into a 
company’s pricing strategy and cost structure.
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Break-even Analysis:

This metric determines the sales volume required to cover all fixed and variable costs. It shows the point 
at which a business moves from loss to profit. A lower break-even point indicates greater operational efficiency. 
Understanding this metric helps in setting sales targets and managing risk.

R E S U LT S  A N D  D I S C U S S I O N
The analysis of Amazon and Walmart over the period 2020–2024 reveals significant differences in their 

financial performance metrics, particularly in the Degree of Operating Leverage (DOL), Contribution Margin 
Ratio (CMR), and Break-even Analysis (chart 1).

Chart 1. Gross Profit Margin

Amazon demonstrates a consistently increasing gross profit margin over the five-year period, rising from 
40.2% in 2020 to 49.2% in 2024. This steady growth in gross margin reflects Amazon’s ability to improve its 
cost structure through operational efficiency, scalable logistics, and a diverse product mix that includes higher-
margin services such as AWS. The trend indicates that Amazon has successfully leveraged its e-commerce 
model and technological capabilities to capture a larger share of value from each sales dollar, allowing it to 
reinvest in growth and innovation.

In contrast, Walmart’s gross profit margin remains relatively stable over the same period, fluctuating slightly 
between 24% and 25%. This consistency highlights Walmart’s steady, low-margin business model, which relies 
on cost leadership and high sales volumes rather than margin expansion. While this strategy limits upside profit 
potential compared to Amazon, it provides stability and resilience in the face of market fluctuations, allowing 
Walmart to maintain a reliable profit base across various market conditions. Walmart’s focus on low prices and 
broad product offerings reflects its commitment to volume-driven operations, making it less sensitive to shifts in 
individual product categories or premium segments.
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Chart 2. Degree of Operating Leverage 

Amazon’s DOL demonstrates higher variability over the five-year period, underscoring its greater sensitivity 
to changes in sales volume. Specifically, Amazon’s DOL dropped sharply to below 0.75 in 2022, reflecting 
operational strain or cost pressures during that period, but rebounded aggressively, reaching 2.5 in 2024. 
This significant fluctuation highlights Amazon’s aggressive growth model, where high fixed costs—such as 
investments in logistics, technology infrastructure, and product diversification—amplify both the risks and 
rewards tied to sales changes. During strong revenue growth phases, Amazon enjoys amplified profit gains, 
but the same structure exposes the company to greater earnings volatility during market downturns or periods 
of sales stagnation (chart 2).

In contrast, Walmart maintains a more stable and moderate DOL, gradually rising from 1.2 in 2020 to 
around 1.4 in 2024. This trend indicates a conservative operational risk profile, with Walmart’s traditional retail 
model relying on a balanced mix of fixed and variable costs. The stability of Walmart’s DOL suggests that while 
its profits do not experience dramatic swings in response to sales changes, the company is better positioned to 
weather economic fluctuations and market uncertainties. Walmart’s risk management approach, emphasizing 
consistent sales volumes, supply chain efficiency, and tight cost controls, enables it to maintain predictable 
profit margins even in challenging market conditions.

Chart 3. Break-even Sales
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Amazon’s break-even sales are estimated at approximately $125 billion, while Walmart’s break-even 
point is slightly lower at around $120 billion. This difference reflects Amazon’s higher fixed costs, driven by 
its investments in logistics infrastructure, technology platforms, and innovation projects aimed at expanding 
market share. The higher break-even threshold means Amazon must generate significantly more revenue to 
cover its fixed expenses and begin making a profit, highlighting the scalability challenges of its business model 
(chart 3).

In contrast, Walmart’s lower break-even point indicates a more stable cost structure, with a balanced mix 
of fixed and variable costs that allows the company to achieve profitability at a lower sales level. Walmart’s 
traditional retail model, with its extensive physical store network and supply chain efficiencies, supports this 
lower threshold, emphasizing a steady, volume-driven strategy rather than an aggressive growth approach.

While Amazon’s model offers greater profit potential during high-growth periods, it also exposes the 
company to greater risk if sales underperform. Walmart’s approach, though potentially limiting upside growth, 
provides a more predictable path to profitability, allowing it to sustain operations even in less favorable market 
conditions.

These contrasting break-even points underscore the strategic trade-offs between aggressive investment 
for growth (Amazon) and operational stability with a focus on consistent performance (Walmart).

C O N C L U S I O N
This comparative analysis of Amazon and Walmart from 2020 to 2024 provides valuable insights into how 

financial metrics such as Degree of Operating Leverage (DOL), Contribution Margin Ratio (CMR), and Break-
even Analysis reflect the companies’ operational strategies, risk profiles, and profitability dynamics. These 
financial tools help uncover how business models, cost structures, and sales strategies shape the financial 
health and long-term viability of major retail firms.

The study shows that Amazon’s business model is characterized by a higher CMR and more volatile DOL, 
indicating greater sensitivity to sales fluctuations. This reflects Amazon’s aggressive growth strategy, leveraging 
its e-commerce dominance, technology platforms, and scalable logistics infrastructure to drive higher gross 
margins. However, this same structure introduces greater operational risk, as Amazon’s heavy fixed cost base 
magnifies the impact of revenue changes, exposing the company to potential profit volatility during market 
downturns or unexpected disruptions. While this model allows Amazon to achieve rapid growth and higher 
profit potential during expansion phases, it also requires careful risk management to avoid significant earnings 
volatility.

In contrast, Walmart’s financial metrics demonstrate a more stable and conservative profile, with a lower 
but consistent CMR and DOL across the five-year period. This pattern reflects Walmart’s traditional brick-and-
mortar retail model, built around volume-driven sales, low pricing strategies, and a lean operational structure 
that emphasizes cost efficiency over margin expansion. Walmart’s steady financial performance underscores 
its defensive approach, focusing on maintaining market share through reliable customer demand and efficient 
supply chain management rather than pursuing aggressive margin growth or high-risk innovations.

The break-even analysis further illustrates the contrasting business models. Amazon’s higher fixed cost 
structure, driven by investments in technology, R&D, and global fulfillment networks, results in a higher break-
even sales threshold (approximately $125 billion in 2024), requiring greater revenue to sustain operations. 
Conversely, Walmart’s streamlined model allows it to achieve profitability at lower sales levels (around $120 
billion), highlighting its focus on operational resilience and lower risk exposure. These differences underscore 
the strategic trade-offs between scalability and risk for Amazon and stability and efficiency for Walmart, providing 
insights into how each company navigates growth challenges in a dynamic retail environment.

This analysis contributes to the broader understanding of financial performance assessment in the retail 
sector, offering practical insights for investors, financial analysts, and corporate managers. It emphasizes the 
importance of balancing growth strategies with risk management, particularly in industries where demand 
volatility, competitive pressures, and technological change are significant factors. By understanding how core 
financial metrics interact with business models, decision-makers can better assess the trade-offs between 
profitability and risk in complex markets.

Future research could further explore the impact of macroeconomic factors such as inflation, interest 
rates, and global trade dynamics on the financial performance of Amazon, Walmart, and other leading retailers. 
Additionally, examining the influence of technological innovations (such as AI-driven logistics, automation, 
and digital platforms) and shifts in consumer behavior (like sustainability concerns and omnichannel shopping 
preferences) would provide a more comprehensive understanding of emerging risks and opportunities. A 
deeper investigation into industry-specific cost structures, supply chain dependencies, and geopolitical risks 
could also offer valuable insights for strategic decision-making, helping businesses navigate uncertainty while 
maintaining competitive advantage.
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