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Maria Ripps (Analyst, Canaccord Genuity):  

All right. We are going to get started. Good morning, everyone. I am Maria Ripps, 

Internet Analyst here at Canaccord. And it’s my pleasure to introduce Linda Findley 

Kozlowski, Blue Apron’s CEO; and Tim Bensley, CFO. Linda joined the company in 

April and had recently served as Chief Operating Officer at Etsy and Tim has been 

with Blue Apron a little over a year. 

 

Thank you both so much for being here with us today. 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

Thank you. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

And so, Linda you joined the company about four months ago, coming from Etsy, 

the business that has had to navigate through significant operational sort of 

transition, can you talk a little bit about your background and what attracts you to 

in Blue Apron? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

Yes. So at Etsy, I was responsible for everything, revenue generating and similar to 

that before that I was with Evernote, also responsible for everything, revenue 

generating as a COO. And then prior to that, I was with Alibaba based out of Hong 

Kong running everything outside of China for Alibaba.com. And a big part of my – 

what I love and what my background is about is taking companies that have 

incredible brands and figuring out how to take into that next level scale and growth. 

 

And particularly in this situation coming from Etsy, I saw a lot of similarities 

between, what I saw at Etsy when I joined and what I am seeing at Blue Apron 



 
 
 

 

 
 

which is a great brand and incredible product, deep customer loyalty and frankly 

lots of opportunity to actually grow and engage on different levels. So there is just 

a lot of room for additional activities that are very customer centric that really 

evolve the products to be more true to what we need to both retain and engaging 

the customers, marketing opportunities, partnership opportunities and all of those 

exists under this umbrella of something that is well loved by consumers and just 

hasn’t been fully executed at this stage. 

 

So really it’s a lot of those learnings that are very similar from previous backgrounds 

that I see the opportunity of Blue Apron and that’s what attracted me. I’m also a 

customer myself. I’ve been a customer for three years. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

That’s great. 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

I love the product. So for me it’s a missed opportunity that it hasn’t grown faster 

and that’s what I’m here to do. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

Great. So yesterday you announced a new strategic plan, sort of outlining key 

initiatives to reach on the business to growth. Maybe you could spend a minute 

talking about some of the key initiatives and in a timeframe around up sort of when 

should we see some results? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

Yes, so from an initiative standpoint we’ve really broken it into three key buckets, 

the first is about the audience and the opportunity. And as we’ve looked at our best 

customer base, which is what we’ve talked about in the past as far as the strategy, 

there’s a lot more out there that we can capture. And so we’re expanding our reach 

when it comes to who we target to really think about additional contemporary 

households, including singles and retirees, which are some of the fastest growing 

populations in the United States and we already have a strong foothold there. 



 
 
 

 

 
 

The core part of what we’re really focused on is product, which is frankly we’re 

behind in the evolution that we’ve taken the product through. We need more 

variety, we need more choice, we need more options. And so starting already, 

we’re actually implementing a test this coming fall where we’re going to be 

combining our WW menu and our Signature menu to create broader choice and 

variety but also a dynamic way of choosing health options across the west coast. 

So we’ll be piloting that and then rolling it out further. There’s other flexibility and 

choice options coming in the future as well. 

 

Then the final piece is really about the way that we think about marketing and 

partnerships. So to date we’ve done some great partnerships, but they haven’t 

been at larger scale as we can do in the future and they haven’t been as focused 

on our core products. They’ve all involved us really looking at new product 

opportunities rather than how do we grow the existing core product. And there’s 

significant both marketing opportunities and product opportunities within the core 

direct-to-consumer base that can be grown very quickly. And right now in our 

financial plan, we really have this through 2020. I don’t Tim if you can elaborate. 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

Yes. The good news is that a lot of things that Linda is talking about are already 

employed in terms of either we’re already out there, we’re probably even in the 

market or we’re certainly deep into the planning phase to get them ready to go 

execute later this year or early next year. So one of the things that we’ve talked 

about is we’re highly confident that’s going to allow us to now return to customer 

growth and revenue growth on a quarter-over-quarter basis. 

 

So we’ll see an inflection point of that in Q1 of 2020. And we’re fairly confident that 

we’ll get to – start getting better year-over-year growth in both customers and 

revenue in the back half of next year. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

Yes. It sounds good. So switching over to high-affinity customers, can you spend a 

minute talking about your best customers? What are some characteristics of your 



 
 
 

 

 
 

best customers? What are the most responsive review? And how can that be 

leverage across your broader customer base? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

Yes, so our high-affinity customers are really the ones who engage with us on a 

regular basis and come back quite frequently. And frankly, the image of our high-

frequency customers is really how we came up with our TAM that we announced 

yesterday during our call, which is looking at an order rate of about 15.1 times per 

year. 

 

So a little more than once a month and an average order value around $58 to $59 

which is a very, very healthy base. When you think about that from an e-commerce 

perspective, that type of frequency in average order value is pretty uncommon. But 

in the meal kit space, it’s actually quite strong for us to see that type of opportunity. 

And so that’s really the blueprint of how we came up with both the TAM, as well as 

who potentially we can go after in the future. 

 

When you look at how that figures into online grocery penetration, we see online 

grocery penetration is a great proxy for people who tend to match with our best 

customers. Not that we’re online grocery, but we do have a lot of the similar 

characteristics of that level of trust and that that opportunity currently is around 

19% of households that are buying groceries online, but it’s growing very quickly 

between 2018 and 2020 will grow 35%. So that’s where we see our biggest 

opportunity and that is very closely to our best customers. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

Yes. I wanted to ask you about your on-demand strategy and same-day delivery, I 

think, when lies in the Bay Area in May. Could you share any early feedback from 

that sort of – from that initiative? And do you have any plans in terms of rolling that 

out more broadly? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  



 
 
 

 

 
 

It’s an early pilot for us still. And so we don’t necessarily have broad data to share, 

but what we have seen is, which we expected, but this is a tool not only for thinking 

about getting people who are new customers, but what we’re really seeing is re-

engaging either lapsed customers or existing customers who are supplementing 

their current subscription with the boxes, which is great and extremely healthy to 

see. 

 

Going back to the strategy that we talked about when we look at the product 

evolution, however, where we’re really interested in thinking about expanding is 

not just on what’s in the box and what people can add into the box, but also on the 

model of subscription versus non subscription, different levels of frequency. And 

so that’ll be another part of the long-term strategy that we’ll use learnings from 

the on-demand pilot for us. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

Yes that sounds good. So, switching over to partnerships, you’ve done several 

partnerships over the past year or so, maybe you can spend a minute talking about 

the WW partnership, how that’s progressing? And how is it additive? Is it more 

additive on the subscriber side, or is it more additive from sort of an engagement 

level? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

Definitely, I mean WW has been extremely healthy for us on the engagement level, 

part in the pun. But a big part of what figured into how we think about health going 

forward in this pilot that we’re actually doing in the fall on the West Coast. On the 

WW partnership, the engagement is existing Blue Apron customers into the WW 

menu has been really quite strong. 

 

And what we see from those customers who have been asking for healthier options 

for a while is that their engagement levels are high and their order rates are quite 

high as well. So that’s a big part of what we’re using to inform that strategy going 

forward. And WW has been a great partner in doing that. 

 



 
 
 

 

 
 

Maria Ripps (Analyst, Canaccord Genuity): 

Great. And introduction of the Beyond Meat was a big announcement for the 

company. So congrats. So Beyond Burger are you planning to introduce more items 

to the menu? 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

So Beyond is a great partnership for us, because we actually did a survey of our 

customers asking them what they want. Blue Apron is known for discovery and so 

a big part of what they want is to discover new ingredients and to figure out new 

ways of cooking and new things to cook. And Beyond Meat was one of those 

options that a lot of people were looking at and saying, we want to try this. 

 

So we saw about 60% of our customers saying that they wanted to try plant-based 

proteins. And so Beyond Meat was really a great way to drive both engagement, 

order rate and retention primarily and we’re definitely seeing that in the early 

stages of how people are engaging with the menu, which still August 19 is the first 

menu item that we’ll launch. So that’s very exciting. But it really was the start of 

sort of few different things. One is part of the reason we chose Beyond Meat as a 

partner, is because they products are very flexible, beyond just the burger. They 

can actually do a lot of other products that fit well into our recipes. So we’ll be 

announcing additional products in the future that are much more integrated into 

other types of dishes with Beyond Meat. 

 

And then also on the overall variety and discovery side, we’re reintroducing unique 

produce and other unique products into the box that again had been eliminated 

over time that are now being brought back in, in a very, very smart and very savvy 

way to bring that sense of discovery back to customers. 

  

Maria Ripps (Analyst, Canaccord Genuity):  

And do you – how do you anticipate that sort of going to impact your numbers? Is 

it higher engagement, higher retention rate, order frequency… 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  



 
 
 

 

 
 

Yes, it’s engagement, it’s retention rate and it’s order rate. Those are the key things 

that we’re working on. That includes also frankly getting people back to the service 

as well because some of them – that is what they were craving and what they want 

to reengage with. So those are really the main factors that we’re trying to move 

with those particular products. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

It sounds good. And I guess switching to the operating model, you delivered very 

healthy gross margin expansion over the past several quarters and a lot of 

efficiencies were driven from your fulfillment center, labor, food, packaging. Well, 

I guess, can you talk about how you were able to achieve all of that? And how much 

more room there is for improvement going forward? 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

Yes. Absolutely, for sure. One of the biggest things that we did was almost a little 

bit over a year ago now we hired Alan Blake who is our Chief Operating Officer who 

is an incredibly talented and experienced supply chain and operations professional. 

And he really came in and just looked at how we’re running our operations, 

particularly our procurement and fulfillment centers and just started to put in place 

really good, best practice operating practices and how we do everything in those 

fulfillment centers. 

 

As well as in concert with that which has really been a big help, helping the 

organization get better at cross functional planning and demand planning. So if 

you’ve got a really good experience coming and saying, hey, this is really the way 

that we ought to run the operation from point A all the way out to from ingredients 

coming in the front to a box showing up on your doorstep. And we’re getting way 

better at actually being able to predict what that volume is and how it’s going to 

flow through. It just helped everything. So it helped our ability to schedule labor. It 

helped our ability to schedule and utilize the automation that we’d invested in 

2017, which is a really big deal to running our efficiencies. It helped us do better 

shipping lanes scheduling. It helped us tremendously in reducing and eliminating 

food waste in our fulfillment center operations. 



 
 
 

 

 
 

 

And so all that kind of came together over the back half of last year and really 

started to hit us all at one time in Q1 and Q2 of this year. And that’s where we’re 

able to get something like almost a 500 basis point improvement in our variable 

margin rate over the first half of this year.  

 

The second part of it though, which is there more room. This is really the first year 

that we’ve shown these improvements. So there is always going to be a little bit 

more room and putting out a continuous improvement… 

 

Maria Ripps (Analyst, Canaccord Genuity):  

Invest always more. 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

There’s some room to putting out a continuous improvement process in place in 

our supply chain. So, yes, there is more room but it’s going to come from a couple 

of different places. One is we just started seeing in the second quarter and we’ll 

see more as we move along, savings and procurement rate as well. We brought in 

a really talented new Head of Procurement, just about six months ago I guess now. 

And that’s really starting to pay dividends for us. So we do have some upside still 

on the procurement side. 

 

And the other thing is our whole strategy, which is to return the company to 

growth. As soon as we start getting revenue growth again, it’s just everything that 

multiplies, our ability to even get more efficient on labor, better procurement, 

better shipping costs and all that starts to come into play and even leveraging what 

are kind of semi fixed costs and our variable margin. So, I think the – just those 

three things put us in a position where we’ve got quite a bit of room to still improve. 

 

Now the other side of it is we are rolling out a lot of new initiatives and some of 

that may add a little bit of complexity that may eat to some of those, but we still 

think that we have and are projecting that we have room to improve those overall 

variable margins as we go forward over the next few years. 



 
 
 

 

 
 

Maria Ripps (Analyst, Canaccord Genuity):  

Great. And that leads to my next question which is, can you talk about some 

additional investments that you need. 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

 Sure. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

To execute on your strategy, including marketing and other spends. 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

Yes, so we talked a little bit yesterday on our earnings call about our intention to 

invest behind these strategies and the investment basically comes in two areas. The 

first one is now that we’re getting significantly more efficient and our marketing 

and our performance marketing spend and a lot of the initiatives that we talked 

about on the call will allow us to get even more efficient, or at least continue that 

efficiency. It’s time for us to start to lean into our marketing spend, our 

performance marketing spend as an investment.  

 

I think we talked yesterday about certainly in the back half of this year. We’ll start 

seeing that increase at least as percent of net revenue and compare to what we did 

in the first half of the year. And then there’s also some small amount of, relatively 

small amount of capital that we do need to invest, to make improvements both to 

our enhancements really, both to our ecommerce platform, as well as to a few 

things that we need to be able to do in the fulfillment centers to have all of the kind 

of flexibility and adaptability that we’re talking about in some of these initiatives.  

 

The good news on the investment side first is, we have a lot of capability in terms 

of capital in the ground already that went into ground in 2017. So we have 

fulfillment centers that have plenty of capacity, we have fulfillment centers that 

have plenty of equipment already in the ground that doesn’t have to be added to 

for us to grow the company quite a bit over what we’re doing now. We just need a 

little bit of capability enhancement. 



 
 
 

 

 
 

 

And then the last thing is, I guess also good news is, there are a number of options 

available to us to think about how we’re going to fund the timing of that, how we’re 

going to execute against those initiatives. We’re kind of evaluating all of those 

options right now and as soon as we get to a decision point, we’ll have more to talk 

about that. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

So, I guess the question that we got a lot yesterday is whether you enough liquidity 

to execute on your strategy? 

 

Tim Bensley (Chief Financial Officer, Blue Apron):  

Yes. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

So I don’t if there’s anything you could talk about? 

 

Tim Bensley (Chief Financial Officer, Blue Apron): 

Yes, I think that’s basically our position on it, right now. Our answer to that right 

now is there are really a number of different options that we have available to us 

to make sure that we can execute against all of these strategies, do them on the 

time that we wanted to execute them the way we want. And we’re looking at kind 

of all of those funding options right now and hopefully in the near future we’ll be 

back to talk more about it. 

 

Linda Findley Kozlowski (President and Chief Executive Officer, Blue Apron):  

It’s an interesting combination that’s happened because of all these efficiencies 

we’ve gained on the operation side and in combination with the tracks that we’ve 

reached, we’re within the 12-month payback on our marketing spend that we’re 

able to sort of combine those efficiencies and really be very smart about how we 

use capital to fuel the next phase for us. 

 

Maria Ripps (Analyst, Canaccord Genuity):  



 
 
 

 

 
 

 

Yes, that sounds good. I still have a couple of questions here, but I want to see if 

there are any questions from the audience. 

 

Tim Bensley (Chief Financial Officer, Blue Apron): 

Sure. 

 

Maria Ripps (Analyst, Canaccord Genuity):  

And then I’ll ask another question and then we’ll take a question from the audience 

if there are any. So just continuing with upgrading expenses. So besides costs of 

goods sold leverage and sort of once we are past this investment period, like where 

do you see most leverage in your upgrade and expense structure for the time? 

 

Tim Bensley (Chief Financial Officer, Blue Apron): 

Well, yes, when we’ve talked about marketing to be one of our big expense lines, 

we talked about COGS. So obviously the next biggest one. So really what’s left after 

that is what we’re doing with the product technology and G&A, so PTG&A as we 

call it. We actually had a big improvement in that area this year. Remember last 

November on our third quarter earnings call, we announced about $40 million year-

over-year reduction in PTG&A, we’re definitely not delivering that this year. We’re 

now on track to deliver that or maybe even slightly better this year. So that was a 

big chunk. 

 

When we took that out, we took that money out with the idea that we wanted to 

leave an organizational structure that would be able to support the growth 

strategies that Linda is talking about. So I think where we need to be on that. But 

what should happen or will happen is as we return to growth, of course we’ve got 

a much more leverageable fixed cost base now. So I think the next big area for us 

is an improvement that will drive us to enhance what profitability is going to be just 

really that revenue and volume leverage. 

 

Maria Ripps (Analyst, Canaccord Genuity):  



 
 
 

 

 
 

Yes, that sounds good. Let’s see if there are any questions from the audience. 

Please go ahead. 


