
Alexa: Hello, humans, our episode today is about consumer and retail companies, mostly 
brands, but we talk about some interesting startups and acquisitions that happen in the 
space. We cover a lot of ground, both Mark and Scott shared sort of their theories on 
how to pick some winners in the space for the future, some outlooks, I think, for sure 
are surprising. I was for sure surprised by them, and I think you guys will really enjoy it. I 
would say my favorite part was sort of Mark had some very timeless ... he's just kind of a 
timeless guy, but he had some really timeless insights. I think some of Scotts's 
skepticisms were refreshing, so I think you guys will really enjoy it. 

Alexa: Our operator for the show was Mark Weikel, who joined us remotely while on the road, 
I believe, from a hotel in Philadelphia. Mark is a heavy hitter, C-suiter from the retail 
world, and he's a super thoughtful leader in the space, had the pleasure of working with 
him previously, and I think you'll be surprised by his insights. 

Alexa: For those of you have never heard of Mark or have heard of Mark but need a refresher 
on his long list of accomplishments. Mark was the former CEO of Retail Optical North 
America for Luxottica. Before that, he was their president GM for LensCrafters, and he 
was an SVP for Sunglass Hut. He has a long, long history of sort of optical brands and 
working at pretty high-level positions there. 

Alexa: Prior to that, he was the COO of Lord & Taylor. He was also the COO and President of 
Victoria's Secret. Some of these brands I'm sure you've heard of, and now he sits on the 
board of two nonprofits, one called OneSight and another one called the Magic House, 
which is very cool and for sure speaks to Mark's personality. He also sits on the board 
currently of Tractor Supply Company. He's a wonderful guy. We appreciate him dialing 
in, and I think you guys will enjoy listening to him.

Alexa: Our investor for the show was Scott Friend, who joined us despite having just gotten 
over the flu, so thanks for that Scott. He shared some amazing insights on the space, like 
I said, refreshing skepticisms and definitely some great stories. He also even with the flu 
has a got voice for radio, so that helps.

Alexa: For those of you that do not know Scott, Scott is the Managing Director at Bain Capital 
Ventures, where he joined in 2006 after selling the company he co-founded,  ProfitLogic, 
to Oracle, super successful exit, and he tells us the story of how that all went down in 
the episode, which is very cool. Quick bit about ProfitLogic for those of you that don't 
know. It was sort of a leader of retail analytics and price optimization solutions for the 
retail industry, and since then he's been focused on venture capital investing in and 
around the space. I think his investment interests are mostly sort of in disruptive new 
consumer products and services, some retail technology, and some data analytics, 
application softwares.

Alexa: He's got an MBA from HBS. He graduated magna cum laude from old alma mater Brown, 
surprisingly, in electrical engineering, and he's also involved with a group called Build 
here in Boston that does entrepreneurial training and coaching for high school students, 
which is very cool. He's from Chicago. He's a self-proclaimed Cubs fan and he had some 
wonderful insights. He was a pleasure to talk to, and I think they both really enjoyed 
each other. So without further ado, I hope you enjoy it.



Alexa: I'm your host, Alexa Baggio, welcome to Growth Stage. Hey, Mark, thanks for being 
here.

Mark: It's my pleasure, Alexa, thank you.

Alexa: Yeah, of course. Scott, thanks for being here. 

Scott: Thanks for having me.

Alexa: Of course, excited to have you guys here. So, what I'd love to start with just, if you guys 
will indulge me, is everyone's heard the bios, everyone has the, like, what's written 
online. Mark, maybe we can start with you. I think your LinkedIn doesn't have enough 
room for all the things you've been involved with, all the brands you've been in the C-
suite on and sit on the board on. I know you have a particularly interesting story of how 
you actually got into retail, and so I'd love to just take a couple minutes, and you both 
have interesting stories. Mark, maybe you could just give us a little bit of background on 
how you got into this and where you got started because I know it's a pretty cool story.

Mark: Well, it started, I was very lucky. My uncle actually owned a group of small retail stores 
and he allowed me to work there when I was very young. He allowed me to do anything 
within those stores, so selling product but also cleaning things, changing light bulbs, all 
that kind of stuff, and ultimately let me be his controller, so just a wide variety of things 
in that area and it really just, it pumped a passion.

Alexa: What kind of retail store was it?

Mark: It was actually a regional department store that's very small scale, more boutiquish, and 
it was awesome because one day you'd sell shoes, another day boy scout uniforms, 
clean stuff, repair things. So, it kind of stirred me and I've been in retail ever since, with 
a few very short tries at something else, which I found out I didn't like because it was 
too slow-paced. 

Alexa: What was that?

Mark: I did a very short stint in banking, which I really respect the financial institutions, but I 
just didn't ... but the work wasn't fulfilling, and I was in public accounting for a couple 
years.

Alexa: Oh, wow, yeah., you really went the other direction. I don't think you're the only person 
that's a tried a stint in those and left though.

Mark: Yeah. Thank goodness. 

Alexa: Yeah. How you'd go ... There's a big jump between there and now?

Mark: Yeah, well, I actually was in Indiana and left there, went to Missouri and found a retailer 
that I wound up with them because they offered a college tuition reimbursement 



program, and that's why I stayed with them. I stayed with them quite some time, and 
my last role there was the Chairman of Foley's Department Stores in the Southwest. I've 
also been with Victoria's Secret as their President and Chief Operating Officer, Sunglass 
Hut, which is one of the brands for Luxottica globally. I was their General Manager, and 
the last role at Luxottica was President and CEO of their North American businesses, so 
LensCrafters, Sears Optical, Target Optical, Perle Vision, and lens manufacturing.

Mark: I loved those experiences, and now what I do is I work with boards and invested in a few 
companies. I'm on the board of Tractor Supply, which is a seven plus billion dollar 
retailer, Visionworks, which is a optical space. Magic House and OneSight are both not-
for-profit organizations that I absolutely love working with, and we're invested in two or 
three startups. One is part of Riley's, which is a startup business that delivers organic 
human edible dog treats, and I just love that whole space.

Scott: Like they eat humans?

Mark: Not exactly, but when you go to the first meeting to invest in the company, the snacks 
that they serve, Scott, are their treats. 

Scott: Aah.

Alexa: So, they're dog treats that humans can eat. 

Scott: Aah, not humans that dogs can ...

Mark: Not yet. I don't know if that's on their-

Alexa: Not sure what the market size is for that one, but is that the idea, is that humans can eat 
the dog treats also, like you share the treat with your dog?

Mark: That's really more of a marketing angle on it. It's just to tell you how incredibly high 
quality their treats are and then they're also getting into dog food. Another one is 2020 
On-Site Optometry, which is a startup in Boston, and then we're also invested in a brand 
that is kind of at the intersection of visual search and AI. Then, the last thing that's 
taking up a ton right now is our middle guy, Zack, is starting a retail dog services 
company, and so I'm working with him to get that off the ground. When I think about all 
my experiences, I'd say that retail provides me the love of the challenge to try and 
understand the customers' ever-changing desires because it [inaudible 00:07:45] always 
thinking differently, and that's been a wonderful challenge.

Alexa: Yeah, especially across all the different things you're into now, I think it's clear that it's 
certainly not an industry-specific love. It's definitely about the journey, and for sure I 
want to ask you some more about that. 

Alexa: Scott, you have an interesting foray into this world also, not quite as traditional rise 
through the retail ranks is my understanding. I would love to hear the story of 
ProfitLogic and a little bit about how you're invested in this.



Scott: Yeah, no, happy to share. I have far less of an actual traditional retail background or 
street cred as Mark, but I do have an interesting back story in my personal life that 
probably led me here. My grandfather on my mother's side a million years ago started 
something called the Toni Home Permanent Company. This was right after World War II, 
and this was the first home permanent that women could use to perm their hair at 
home versus going to the hair salon.

Alexa: When you said permanents, I was, like, that's so far beyond me. I don't even know what 
that-

Scott: Yeah. No. No one does it anymore.

Alexa: No one's done those in my lifetime. 

Scott: Mark may know what I'm talking about, but if you Google this, you'll see ... He was a 
brilliant marketer and there were these characters in ads called the Toni twins. The idea 
at the time was could you tell which twin had the Toni permanent versus the in-salon 
permanent-

Alexa: Oh, nice

Scott: This became a big thing. He built up the company, sold it to Gillette in fact in like 1948 
for a boat load of money, and I had this branding consumer product sales and marketing 
background in the gene pool and sort of in the family ethos as I was growing up. That 
ultimately had nothing to do with where I ended up, but I guess it's sort in the 
background and it's a good story. 

Alexa: It's a calling. 

Scott: It's maybe a little bit of a calling. I came out of college and went to work at IBM in 
Chicago because that's where my older brother had gone to work and because my 
father thought it was a good place for me to go. I happened to have retailers as 
customers at the time, big retailers in Chicago like Carson Pirie Scott and Marshall Fields, 
which were big department store chains, and I learned a lot about retail through the 
process of servicing those accounts. I subsequently went to business school, came out of 
business school and was thinking about starting a company, ended up going into 
management consulting to kind of pay the bills. Didn't love it-

Alexa: Sounds like Mark's stint in accounting. 

Scott: Very similar, paid well but wasn't something I had passion for. Went to a startup with a 
former boss from IBM that was in the educational software arena and did that for a 
couple years. But I had this itch to do something on my own and ultimately partnered 
up with the father of a very close friend of mine from college who had this little 
boutique consulting shop in Cambridge. He was a mathematician and he had spent the 
prior decade consulting to brands and retailers on forecasting and a particular type of 
forecasting, which was trying to forecast demand for fashion-oriented product. The stuff 



where traditional forecasting models didn't really work because there wasn't any prior 
history to build the models around.

Scott: He had built some really interesting mathematical approaches to better forecast 
demand. And I knew enough about retial and enough about math to kind of get the idea 
that if he could really do what he said he was doing, this could be incredibly valuable 
because it was well-understood that retailers and brands in particular had huge issues 
with overstocks and out of stocks and just poor forecasting in general around fashion 
and seasonal merchandise. He was along the way selling his services, himself and a 
handful of his geek pals, for like 50K a pop here and there. I decided to come on board. 
We started what ultimately became ProfitLogic. I think my biggest innovation truly was 
adding a zero to what they were charging.

Mark: [inaudible 00:11:22].

Scott: Literally. Rather than-

Alexa: That's a really important innovation, Scott-

Scott: It was.

Alexa: At the right time for the right place. 

Scott: Rather than calling on the head of inventory planning or the head of merchandise 
planning and selling a consulting gig for 50K, if you actually thought you could solve 
these problems, you could go talk to a CEO like Mark, and if he believed you, you could 
charge 500K, and so that's what we started doing. One of the apocryphal stories from 
that era was I literally was day one or day on the job. We were in this little office in 
Kendall Square. It was agonizing because ... you know where One Kendall is?

Alexa: Mm-hmm (affirmative).

Scott: In this One Kendall complex, at least in this ara, this was 1998, 1999, there was this 
incredible outdoor bar-be-cue thing that they set up every morning and it was right 
below the window of our office. So, starting at like 9:30 the fumes would start rising and 
it was impossible to concentrate. 

Scott: On that first or second morning there, I said to my partner, "So, what have you actually 
done from a lead gen standpoint? How have you found the handful of customers that 
you have?" He's like, "Well, we haven't really done much." I'm like, "Yeah, I get that but 
have you tried?" He reaches down and opens up a drawer in his desk and he pulls out a 
shoebox, and in the shoebox are like 150 note cards, 3 x 5 cards. I'm like, "What are 
those?" He starts thumbing through them, and he hands me a few. I see the first one 
and it's Susan Smith, VP of Merchandise Planning, Sears & Co. 

Alexa: The original [crosstalk 00:12:53] Rolodex.



Scott: Bill Martin, VP of Merchandising Limited; Sam Smith, VP of Inventory Planning, J. Crew, 
and the list went on. Like, "Where did these come from?" He pulls out this other box 
with these 8.5 x 11 sheets of paper, and he goes, "Well, we send out these mailers 
monthly," and I go, "What are those?" and he shows me. 

Scott: They're these one-page mailers that have a little anecdote about their forecasting 
capabilities and some of the work they had done, and the mailers were then folded up 
into a letter size thing that you could put a stamp on and put in the mail. He would send 
them out to this list of like thousand people in retail. If you received one of these 
mailers and you opened it, and you then cut out on a dotted line, literally cut out with a 
scissor on a dotted line, a 3 x 5 card-size little version of this thing at the bottom and 
filled in your name and information because you wanted to learn and mailed it back. 
That's what went in the shoebox. 

Scott: So, I'm like, "You mean 100 people have actually taken the time to read this thing and fill 
out their information and send it back to you? What did they say." He goes, "Well, what 
do you mean?" I go, "What did they say when you called them?" He goes, "Well, I 
haven't called them." Like, "What are you talking about?" He said, "Well, Susan Smith, 
Sears is in Chicago. I don't want to go to Chicago." Uh, Limited, I think Limited's in Ohio. 
I'm not going to Ohio." and the list went on. And so my job was to actually pick up the 
phone and call these people, and within nine months or so we had a lot of business. 

Alexa: So, it sounds like it was a consulting service and then you transitioned it into some sort 
of platform, software backed-

Scott: That's right. We were basically a bunch of analytical capabilities before the terms "big 
data and analytics" were in vogue. We were a roomful of math and physics PhDs who 
could crunch a lot of numbers from retail POS data and build better forecasting models. 
The challenge, truly, despite the funny stories of state of play at the time, the challenge 
was that you can't meet a retailer and mark your way in here, but you surely can meet 
someone who says, "I need a better forecast," and we didn't know that. 

Scott: So, we went out and talked to a lot of people, and people said, "Boy, you sound smart. 
This sounds like it probably works but I don't have a place to use this," but over time 
enough people said to us, "But you know what I really have a problem with, markdowns. 
if you could take this forecast and do a better job helping me figure out when to take 
markdowns, that could be really valuable." 

Scott: We heard that enough times that we started building software to take our forecast, add 
some optimization and try to optimize the timing of when they pull the trigger on 
markdowns on different categories of merchandise across the different regions in their 
chain. That became ultimately our flagship product and that allowed us to kind of 
convert what was a boutique consulting shop into a software company.

Alexa: Got you. Wow, so there's lots of things from note cards and shoe boxes to retailers and 
forecasting being not in vogue yet that I would love to hear more about there. I think 
one of the interesting things that you touched on, and I'm sure that both of you have 



gone through this, is when you went to this place ... and obviously I'd love to hear a little 
more about just what you've done since then because I think you have some really 
interesting stories and investments, Scott. But one of the things I'd love to try to 
transition a little to is you mentioned forecasting not really being in demand yet or not 
really even being a known need yet, and obviously lead gen and things just being so far 
behind that companies didn't even really know what to do with them. 

Alexa: Those are some really big trends that sort of showcased themself at that particular time 
in the market. So, if we were to transition to today, are there similar things that you see, 
like, what is the forecasting of today when you tell that story? What's the comparable 
that you see going on?

Scott: In the commerce world?

Alexa: Yeah. 

Scott: It's an interesting question. I will say first and foremost that despite the efforts at 
ProfitLogic, and we ultimately built up the company to have pretty much every major 
brand, branded retailer, kind of private label guy, and multi-brand retailer in the country 
as customers, and we sold the company to Oracle in 2005. Despite the efforts with that 
company and the scale that it got to, the state of play in major retail today is not all that 
evolved. 

Scott: The digital side of most of these retailers has grown up pretty analytical in nature, very 
focused on A/B testing and iterating and I think being more structured in their 
approaches, but the bigger part of most of these omnichannel operations continue to be 
relatively traditionally run without the level of data science-driven decision-making that 
you would imagine in a business that is so awash in data. So, I can talk about what I 
think today's version of data analytics are in the retail world, but the reality is data 
analytics are today's version of data analytics in the retail world, and I think a lot of 
major retailers are continuing to try to built processes and the kind of people in their 
companies that can digest this type of information and use it effectively.

Alexa: Mark, what are your thoughts on that?

Mark: I think one thing, my view on ProfitLogic and Scott's a little bit. His organization provided 
a very smart and structured approach that helped almost every major retailer and brand 
over the last 20 years, and what he did is he really replaced what was previously a super 
emotional and highly conflicted decision process and-

Alexa: What was the decision process, Mark? Can you just for those of us have never run a 
retail store before?

Mark: It was almost a one-off for every single assistant buyer or buyer. They would optimize 
their own area, and by definition, they would sub-optimize the company and-



Alexa: So, you have like, "I'm buyer for menswear and I'm just focused on what's going to sell 
in fall of 2020 for menswear that I focus on," and that's a totally siloed decision from- 

Mark: Sure.

Alexa: A person who's in young adult women's wear. 

Mark: Sure, or men's coats or something that has a fashion content to it that really has a shelf 
life, and so Scott's team really helped us understand that a lot of this is more like 
produce in a grocery store, not like canned goods in a grocery store. We actually do 
need to mark them down so we have room for new open to buy and new inventory. So, 
it was a big, big pivot for most of retail. 

Scott: Well, interestingly, I think Mark hit on the crux of the issue. It was such an emotional 
decision and gut feel decision, in part because the person responsible for the decision 
was typically the buyer, and the buyer loved the stuff she bought because that's why 
she bought it. So, if I bought a certain type of swimwear for summer and I'm halfway 
through the spring and it's not selling well, it's pretty easy for me to look at the store 
data and say, "The weather's been bad. The ads didn't run the week they were 
supposed to run. Just give it another two weeks. Because if I take the markdown, I take 
that financial hit across all my remaining inventory on my P&L today, and that's like my 
bonus going out the window. So, I'd rather wait," even though waiting never, ever, ever 
results in more gross margin dollars later one.

Mark: Yeah. Right. 

Alexa: And I still like those swimsuits. They're still cool swimsuits to me. Got you.

Mark: Yeah. Yeah. When you do that you don't have room for new swimsuits, which is what 
the customer really wants, is new and innovative merchandise. And then I think maybe 
my answer to your question about today is there's just a wide variety of approaches that 
retailers are taking today, and some retailers I work with are I'd say no further ahead 
than they were in 1998, so really scrap-

Alexa: In what way?

Mark: I mean, they're still running things through Excel spreadsheets to try and predict and 
forecast the future. You have that in too many retailers today, a very traditional 
approach, and then some are beginning to use artificial intelligence to help their 
forecasting, which is really a seismic sweet spot for retailers for the use of artificial 
intelligence. I'd like to find out from Scott whether he thinks that's the right area to 
focus on or whether there's better places for retailers to focus their AI on.

Scott: Yeah. Actually, I think it's a really good point. I think that the term AI can mean a lot of 
things, and at least from where I sit it is a, it's a catch-all for what amounts to leveraging 
really fast computers and really good mathematics to do better analysis. That's not 
different than what we were doing in 1998 and '99 and 2000 with ProfitLogic. It's just 



better and faster, and so the things we were able to do with less powerful computers 
and less good mathematics 15 years ago are really easy to do way better and faster 
now. 

Scott: Today I can do things like real personalization of assortments to a customer when she 
hits my websites or even walks into my store. If I have clienteling capability in the store, 
I can do that real time because I know her past purchases have been. I may know 
something about her taste and her interests, and I can leverage all of that to do a much 
better job personalizing the experience. I do think that's the next frontier for most of 
these retailers. I'm skeptical on their ability, sadly, organizationally and financially, to 
work their way toward that future state

Alexa: You got to unpack that last statement there.

Scott: It's just the reality of challenging financial performance in public companies and how 
you find the resources to invest in the future while you're trying to hit the numbers in a 
declining market. It's just a hard, hard equation. I think it's intractable. I think the 
handful of retailers and brands that have made kind of disruptively large moves to 
acquire digital first teams to join their organizations are the ones that are on the right 
track.

Alexa: Who's an example of that?

Scott: I put Unilever's purchase of Dollar Shave Club. I put Petsmart's purchase of Chewy. I put 
Walmart's purchase of Jet, and I view those as distinct from Hudson's Bay buying Gilte 
Group for penny's on the dollar after all the good people have left. I'm talking about 
large purchases at premium prices with real lock-in of talented teams and then giving 
those teams vast responsibility across big parts of the traditional business, not just the 
digital business, to do their magic. 

Alexa: Yeah. That's actually a question that maybe, again, resident layman here, that maybe 
you guys could help us understand a little better, is I've heard a lot of back and forth 
here on in some ways the retail market hasn't changed at all and a lot of these guys are 
still sort of dinosaurs with Excel spreadsheets, and then we're talking about AI in literally 
the same sentences. But then you look at, sort of extrapolate the noise there, and you 
look at organizations like Dollar Shave Club or you look at most recent one that I can't 
even really comprehend and would love to talk about, but things like Native Deodorant 
where you've got 100 million dollar purchases coming out of small B2C direct-to-
consumer brands and what that says to me is it's just P&G not being able to innovate 
fast enough and so they're purchasing this basically like roll of the dice.

Alexa: Maybe what I'm hearing from you, Scott, a little, and Mark, would love your thoughts 
here, is really what they're purchasing is an innovative team who may ... yeah, we've got 
$12 deodorant that a lot of people like, but really P&G just needs to extrapolate that 
way forward-thinking, customization, direct-to-consumer thinking because I look at it 
and I say, "It doesn't make sense to me that they bought 100 million dollar deodorant 
company when they're the largest consumer producer, or one of the largest consumer 



producers in the country." What I heard you just say is the technology and the team is 
what they're really purchasing, but I-

Scott: Well, I think there's two types, and I should let Mark weigh in because he's probably 
been on the other side of the table in-

Alexa: Yeah, which I'd love.

Scott: These discussions way more often than I. But there are certainly situations where large-
scale multi-brand companies like P&Gs and Unilevers buy brands and they buy 
innovation, and those are often traditional brands and more recently they may be born 
digital direct-to-consumer brands, but they are buying brands that are 20, 30, 40 million 
in revenue, generally profitable, and they're paying a rational multiple for them. That 
has happened forever and will continue to happen forever. 

Scott: What's less typical is when a company losing 30 or 40 million dollars a month like Jet 
gets acquired for 3.3 billion dollars, or a Dollar Shave Club, which has never made a 
penny, gets bought for a billion-something by Unilever. I think in those cases, for sure an 
element of the decision is senior management and the board of a company saying, "We 
are never going to be able to transform our culture and the type of people we have 
organically. We are going to have to make a disruptive move to do it-

Alexa: Internally.

Scott: Internally. 

Alexa: Wow.

Scott: "And so the only way we can do that is to acquire in a type of leadership that we think 
we can kind of push us to that next level and hopefully keep a halo to attract even more 
of those kind of people around the company." Candidly, I'm close to the Jet story 
because we were investors there. I've seen it come tr-

PART 1 OF 3 ENDS [00:26:04]

Scott: Candidly, I'm close to the Jet story because we were investors there. I've seen it come 
true over the year plus since Walmart acquired Jet in the following way. I'd say first and 
foremost, if you go googled Walmart stock price since the acquisition, their market cap's 
up over $100 billion. 3.3 billion wasn't much to pay for what's been some impact on 
$100 billion rise in market cap, number one. Number two. I have personally gotten 
phone calls from candidates that have turned down offers from Amazon to go work for 
Walmart.com under Marc Lore over the past year, which in a million years I promise 
you, these people would not have gone to work for Walmart over Amazon. There is no 
chance. These are like high flying, hot ticket, young executives who were getting paid a 
lot of money if they showed up in Seattle to work for Amazon, and suddenly felt like the 
opportunity at Jet and Walmart was bigger, better, more interesting than it ever had 



been. That's the virtuous cycle that I think Walmart was really paying for that they're 
starting to see. 

Mark: Yeah. I think there's a couple of subjects. One is on the acquisition of Native. I think a lot 
of people believe that innovation comes from anywhere and everywhere. It's like Scott 
said. Sometimes you can develop those yourselves if you have the right culture, and 
other times you have to go buy the. We did this at Victoria's Secret several different 
ways, so sometimes you would nurture them internally. PINK is an example of that. 
Then another you would buy, La Senza, and another you would partner with, [inaudible 
00:27:33], and it just depends on your ability to grow those brands. 

Mark: I think the other thing that Scott was mentioning that too, is that, you know, when you 
buy these brands, you also have to protect them, because in many cases the original 
brand, the big brand, or the parent brands, they believe they're goal in life is to kill this 
new brand. Let's make sure this new bacteria that invaded our culture doesn't survive. 
There's a real important piece here to ensure that they're somehow firewalled off, or 
your culture is so strong and believes in innovation, that they see the overall good for 
this. That's, I think, another piece that's pretty critical, 

Scott: Interestingly on that point Mark, and I completely agree with you, and this is true across 
the innovation world, not just through in the brand and retail world, right? We see 
technology companies all the time. They get acquired by big companies and get 
destroyed, because there's organ rejection in various ways. I think what Doug McMillon 
at Walmart did with Mark and team from Jet was brilliant. Now, you got to pick the right 
team to do this, but he gave the senior people from Jet responsibility for all of 
Walmart.com, and Jet, and all those kind of digital properties. That was going from what 
was ... Where were we? About a $2 billion GMV. Billion five GMV business.

Alexa: What's GMV for people that-

Scott: Gross merchandise value. Sort of the value of all the transactions on the marketplace. At 
Jet, when we were acquired, to 40 billion overnight, and from a few thousand people to 
tens of thousands of people, and from three DCs to 30 DCs. Distribution Centers. Point 
being, rather than walling them off and giving them autonomy, he did just the opposite. 
He said, "Here are the keys." Right? "You guys have responsibility for this whole thing. 
Make it work. Pick your team. You don't like someone, tell them they're gone. It's up to 
you." 

Mark: That's a great point. 

Alexa: ... For, again, laymen like us, I think it starts to make some of these acquisitions make a 
little bit more sense, but I think it also starts to make the playing field a little bit more 
tangible. So along the same lines, if you're talking about sort of acquisitions like Dollar 
Shave Club, and some of these things really being true people and innovation 
acquisitions, more so than like we really care about razors, and the margin on razor 
blades. You know? How much should a place like Amazon be worried about a P&G, if 
they really can make these sort of strategic acquisitions and do things like hand young 



talent, like these big ... Because Amazon's like the juggernaut in the room, and it doesn't 
really matter if you're talking about technology, you're talking about consumer, they 
sort of own both categories in a way. But if people are turning down Amazon for bigger 
opportunities at Walmart because there's more autonomy and innovation there, is 
Amazon potentially going to fall? You know, be this slow dinosaur soon?

Scott: Well, it's interesting. When we were building ProfitLogic at the end of the 90's and 
through the early 2000's, there was a story across major retail. I am guessing Mark will 
kind of validate this was the case in the stops he had along the way. Everyone was 
suffering. Everyone's businesses were declining, and they were all getting crushed by 
this giant behemoth that was growing inexorably, and that no one could stop, and it was 
called Walmart. It was like the same story all over again that we hear today. They had 
scale advantages no one had. They had distribution advantages no one had. They had IT 
system advantages no one had. 

Scott: They were constantly moving into more and more and more categories. They started 
talking about fashion. All these things that were putting everyone's business at risk. So, 
when I hear and see the reality of Amazon today, and the havoc that it's wreaked upon 
the retail ecosystem, I sort of have the same feeling that it's unquestionable that they 
have built a phenomenal business, but it's also unquestionable to me that their 
universal leadership in the category won't last forever. That there are places where 
other players can innovate and win. Is it going to be Walmart hiring more talented 
people? Probably not. That's going to happen in spots, but they're not impenetrable on 
all fronts. I think the retail world has never, in history, been a winner take all game. 

Mark: Totally agree. And, once you're so far in the discussion, I mean, how many times have 
we heard the word innovate, or innovation? I think that's what is the counterbalance to 
businesses like Walmart, like Amazon. Amazon is just remarkable, whether it's for 
research, or repeat purchases, availability, convenience, but if you're somebody that 
wants to compete with Amazon, what do you do? Do you really focus on your brand? Do 
you focus on being local? Are you more of a boutique? Do you have more personal 
experiences that are truly personalized? I'm just trying to reiterate what Scott's point 
was on that, that I think there are other ways to do business and really serve the 
customer. 

Alexa: I was just reading this New York Times article and they quote Kirsten Green, who is a 
prominent VC invested in Jet.com, Dollar Shave Club. The quote is, "Now that people are 
bombarded with information, we are in a golden age where brands matter." Mark, I'm 
sure that resonates with you, and I'm sure same with you Scott. I look at this and say, 
okay, I'm a millennial female, right? I'm the target market for a lot of these brands. 
Things like native deodorant makes sense to me. Things like, I just bought a quip 
toothbrush. Those things make sense to me, but, there is this phenomenon of sort of 
disintermediation. And it's funny, because it seems to be a bit of a dichotomy. Like you 
have the world of these juggernauts, like Amazon, that are just these huge platform 
owners and anyone can sell anything. 

Alexa: But you also have this direct opposition to that, the oil to the water, which is like, I buy 
my toothpaste from a different brand directly than I buy my shampoo, than I buy my 



deodorant. At what point do I have 60 different accounts from 60 different direct-to-
consumer brands?  I think the real question is, where is that fad going? Where's that 
coming from first of all? Is that a direct opposition from the consumer to Amazon, and 
how much is the B to C thing just like pushback?

Scott: It's a great question. I think about it a lot as an investor at this stage.

Alexa: I think about it as someone who buys a lot of deodorant and toothpaste.

Scott: For sure. You know, it's interesting. I think there is certainly, at least in the bubbles of 
the coasts, right? The New York, Boston, DC ecosystem or in the West Coast, a pushback 
from the convenience of everything at Amazon, to not just sort of natural, organic and 
healthy, but unique, authentic-

Alexa: Discovered.

Scott: ... Yeah. Curated in a way that matters with a purpose. 

Alexa: Bespoke.

Scott: Bespoke. All of the above. Right? And if it happens to be wrapped in the imagery and 
branding of something that appeals to millennials in urban centers, all the better. Right?

Alexa: Right. 

Scott: So, that's all happening and working. But-

Alexa: You think that's in direct opposition to the sort of online general store that is Amazon?

Scott: ... I do.

Alexa: Yeah. 

Scott: I do. But that said, I also think that we, at least in America, have an insatiable appetite 
for being lazy. Like, when I can push a button and get it all delivered for free, that's what 
I'm going to do. It's why I'm a little bit of a skeptic on the ultimate upside potential of a 
lot of these born digital millennial focused brands. I think there is an audience for them. 
There will be people that buy the toothbrush you just bought. But, the mass market is 
still the mass market. It still is. Mark, you know Mike Ullman who ran J.C. Penney for 
many years, and many other retailers before that.

Scott: He had this great quote when he was running J.C. Penney, and it's still true. He said, "His 
customer," who was very much a mid-market, middle of the country mass market 
customer, he defined as, "Two little kids. Too little money. Too little time." That is still 
the American mom. Two little kids, too little money too, too little time. She is buying on 
value, and she is buying on convenience, and she is buying on things that may enhance 



her life in ways that are economical. That is not Casper mattresses and quip 
toothbrushes. 

Alexa: But, those businesses get acquired for hundreds of millions of dollars, and so ...

Scott: Some do. Some don't. We'll see. Unfortunately the data points on those acquisitions are 
very, very few and far between at this point.

Alexa: Are they're any you're very skeptical of?

Scott: I'm skeptical of all of them. I am.

Alexa: But, like by name?

Scott: No. I'm not skeptical of any by name in particular because they're all the same. To me, 
the fallacy of Next-Gen brands is the Next-Gen part. Just because they are direct-to-
consumer. They're building branch. They are products. There's Ali for dog food, and 
Casper for mattresses, and Away for luggage, and quip for toothbrushes and Rockets of 
Awesome for kids clothing. I can give you a long list in every category. Some are better 
than others, and some are going to work more than others, but at the end of the day 
they're just brands. And, brands are worth something. They always have been, and they 
will be worth something when they reach some level of scale, but are they worth the 10 
times revenue multiples that are being paid by venture investors? That's where I-

Alexa: Jury's still out.

Scott: ... Jury is still out.

Alexa: All right. Mark, what do you think? 

Mark: I think it's pretty interesting. When you start talking about Casper, I don't know if this 
comment weights out on if this is a winning or losing comment, but what percentage of 
mattresses are sold online now? Scott? It's over 10%, isn't it? 

Scott: I would imagine.

Mark: Yeah. Think about that. Five years ago, maybe seven years ago, no one even thought 
about, or would consider buying a mattress online, and it's already 10%. And there's 
things like glasses that are in the same boat. Well, you can't buy glasses online. Well, yes 
you can. And they can even do your insurance online now. So, you know, Warby Parker 
has broken that mold, as well as other people. I think there are some brands that are 
real disruptors, that really know the consumer, that have built a brand around her, and 
they listened to her, and those are the brands that I'm most encouraged by. 

Alexa: What are some examples of those, Mark? 



Mark: Well, I think Warby's a pretty good example. My view of them is a little bit different than 
some others. I think it's not just a digital play. In fact, I don't think that's what it is. I 
think they've disrupted the marketplace, and they've tapped into the millennial female, 
and they've immersed her in their brand. So, the result of that is she is now buying 
several pairs of glasses to change her look, something the industry has been trying to do 
for 40 years, and now Warby has done this, and glasses are truly an accessory. She's 
even told them and they knew this, "I don't want to spend $700 or $800 on one pair of 
finely made glasses." Warby Parker makes glasses that are good enough. They don't cost 
as much to make. They don't cost as much at retail as a better make glass, and you know 
what the millennial says? She doesn't care. 

Mark: She's happy with that. Super convenient, which is also the opposite of the typical optical 
experience that hasn't changed for 40 years. They've switched it from a grudge 
purchase. They've de-complicated it and made it convenient, which is one of her biggest 
mantras in the ways that she shops today. I think they've done a great job. They've also 
introduced fashion frames that are non logoed. So if you look at their temples on their 
frames, there's not a logo there generally. And that's a really big trend on the East and 
West Coast. I think that would be one example. And I think there's several, Alexa. 

Alexa: Across the street, Warby's, people aren't really sure if they're making money or how 
they're really going to pull this off. I think it's one of those stories where the brand is 
super important, and they've sort of re-accessorized an old school industry. It's a 
wonderful example of that, but I wonder are there other trends that are playing into 
that? You guys have both said she a whole lot in this conversation and that's wonderful. 
I think I'm hearing that a lot of retailers are focused on this millennial female. But, I 
guess my question would be, is that a trend that is also changing? Were people not 
focused on that before? Is that why some of these brands are sort of popping up? Is 
there something else at play here that, aside from just good branding to your point, 
Scott, will always be a good branding and Mark, to your point, creating a sort of new 
category of wearable is also really important. Is there something else about the kind of 
person that's shopping, or the way that these companies are being built that's creating 
some of this?

Scott: Well, there's certainly something very different about how these brands are being built, 
from my perspective. And then I want to go back and comment on something Mark said 
about the percent of mattresses being sold online, and whether that's indicative of this 
all being valuable or not. On this topic, these companies that are born digital, and are 
direct-to-consumer, while a brand is a brand as a brand is a brand, the company itself is 
being born with way more digital DNA. These are people who are analytical in nature, 
and they have a direct relationship with their consumer. They're not selling through 
Macy's through the department store, or through some mass merchant in the sky. 

Scott: They have a direct relationship, and so they have data on their customers. They are 
using that data to respond, and adjust, and iterate in super analytical, and super fast-
paced ways. That difference, I think, is fundamental from brands that were created 20 
and 30 years ago.

Alexa: So you're just starting at a whole new level?



Scott: Whole new level. The best companies in the world today, starting with Amazon, are 
unbelievably maniacally customer focused. Rally, when they say that what they mean is, 
we mine the data on every move our customer makes, and we use that to deliver better 
product at better price anyway we can. So yes, I think that is a fundamental difference. 
What I question is whether a $50 million dollar toothbrush brand that was born digital 
and is direct-to-consumer is worth more than a $50 million toothbrush brand 30 years 
ago.

Alexa: That sold through what? A department store or something?

Scott: That sold through whatever channels. 

Alexa: So, I guess that's the question. Because there's this, you know, again, you have Amazon 
in the room, and Jet, and some of these other guys that are really sort of true 
distribution technology plays, up against I'm selling toothbrushes directly to the 
consumer. What does that mean for how those two are tugging at each other? Right?  I 
think there's an Andreessen Horowitz quote that says, "If you can't develop a brand, 
you'll never beat a 4% margin anymore." That's a reference to like everyone can just put 
everything on Amazon. 

Scott: Right. Right.

Alexa: Where is the, I think, the give and take, and what does that mean for the future of the 
retailer? Right? Because department stores, and stores that sell a multitude of goods, 
still exist. Are they just going to get hipper brands and eventually you're going to buy 
Away suitcases in the Macy's whether or not you want to or not? What's the evolution 
there? 

Scott: Well, I think part of what's happening, and then I should defer to Mark on this, but I 
think part of what's happening is, if not for venture capital, and look I'm guilty of this, 
right, because I'm a venture capitalist today, but if not for venture money, these brands 
would still be built the old fashioned way. Which doesn't mean they can't be direct-to-
consumer. The Last-Gen version of this gets to $50 million in revenue, and 10 million in 
profit, and they're worth 100 to somebody based on rational evaluations. The modern 
version of this is that with zero revenue and a cool idea, I raise a million bucks from 
friends and family and a bunch of angel investors in town, and I launch my brand. Then, I 
get enough people to buy it that I get some other venture capitalists to give me $7 or $8 
million at a higher price for my company and now I've got money to really pump into 
marketing. 

Scott: So, I get some cool billboards all around Grand Central Station, and I do some great 
digital advertising, and I get a whole bunch of millennials in big cities to buy my stuff, 
and suddenly I'm at a $10 million revenue run rate before you know it, and the sky's the 
limit because how many toothbrushes are there sold in the world? There's a lot of 
toothbrushes. If I only get 5% of those, I'm going to be a billion dollar company. I raise 
another round and I'm off to the races. The problem is, most of these brands flatten out 
somewhere. If they're successful, between 50 and 100 million in revenue. 



Alexa: That was going to be my question, because at what point do you say, I've tapped out on 
toothbrush sales? But, in some of these cases, we see at least on this side of the table, 
and Mark is sitting sort of negotiating some of these, but we see $100 million 
acquisitions right before the flat line. Right?

Scott: Yeah.

Alexa: So, people are buying. That was kind of my question earlier about when you see $100 
million P&G acquisitions of deodorant, they're not buying that for deodorant sales, up 
to the right deodorant sales forever. So, where is the actual value, and how many of 
these acquisitions are just, like you said before, talent acquisitions, which is much more 
obvious now that you've said it. But, how much of that is just they got to keep new 
brands on the shelves and- 

Scott: I think there's a part of that, but I'm making a little bit different point, which is I think 
$100 million acquisition may be totally rational at that point. Maybe. I don't know how 
big that company was when it was bought to you?

Alexa: ... yeah, I don't know.

Scott: Maybe it was well worth $100 million. Still a drop in the bucket for P&G.

Alexa: Some of them were not worth $100 million.

Scott: Maybe a part of the 100 million in value to P&G was the digital DNA of the team that 
they were buying, and trying to cross pollinate that across other brands. Maybe, maybe, 
maybe. What I'm talking about is companies that raise money at such high prices, that 
when the $100 million acquisition offer comes from P&G they say, "What? I can't sell for 
$100 million. I raised my last round at $100 million. Yeah. No thank you. I'm going to sell 
it at a billion dollars." 

Alexa: And then they never get there. 

Scott: Well, we will see.

Alexa: There's got to be some examples of that happening already. 

Scott: I think there are plenty of examples of Next-Gen, "brands" that are now focused on 
profitability, which is code for I'm not raising money anymore because I can't, and are 
focused on traditional channels, which is code for my cost of acquisition digitally doesn't 
work anymore. It's upside down. I can't acquire customers profitably. Retail turns out to 
be a good thing after all.

Alexa: Right. The traditional distribution helps me.

Mark: There's an added point that Scott mentioned I think, that's pretty critical. These 
companies whose brands are maniacally customer focused, and it seems to me like 



when I have enough time to spend with a brand, or with the company, or with an 
acquisition, if you can figure out whether they're truly intimate with their customer, 
then you might have a winner. The people that say that they're intimate with their 
customers, but you never hear them talk about the customer in meetings, in their decks, 
and their proposals, et cetera, my tendency is kind of to run the other way, because I 
don't think they're going to last long in any cycle. 

Scott: It's such an important insight, and I think obviously Mark, such a brilliant instinct on your 
part in assessing companies. I'll give you a great example of exactly this point. We were 
fortunate to be the original investors in Rent The Runway, a Next-Gen born digital 
retailer in essence, that's been very successful. 

Alexa: I've used it.

Scott: I remember when we had seed funded the company, when the founders were still at 
Harvard Business School. We launched. The launch went way bigger and faster than 
anyone expected, and they quickly had offers for a terrific A round investment. I 
remember bringing them back into my partnership to give an update, because we were 
deciding whether to put more money in the company, and we had probably four or 500 
rentals under our belt at that point. We had been through November and December 
and it was now January or February. Things had slowed down, but it was early days. I 
remember one of my partners, who wasn't familiar with the business and was skeptical 
about it to begin with, said to Jen Hyman, the CEO, "Well, what do you know about your 
customer at this point?"

Scott: And she said, "Well, what would you like to know?" And he said, "Well, what do you 
mean?" And she said, "Well, I can tell you anything you want to know about my 
customers." He's like, "Well, how can you say that? How do you know?" She goes, "Well, 
we've had 458 transactions, and I've talked to every single one of them." She literally 
had personally called every single customer up to that point in the company to 
understand what they liked and what they didn't like about the service, what can be 
improved. The list went on. It was so indicative of the type of entrepreneur she was and 
the type of culture that she was trying to build. And that is certainly borne out in the life 
of that company.

Alexa: Yeah. One has to wonder with all of these, and Rent The Runway is an incredible brand 
and story, and I think a little different silo than like some of these were Warby-esque 
conversations just because they're not quite as-

Scott: They're not a brand per se. They're more of a different retail concept. Yeah. 

Alexa: Exactly There's a bit of a service there too, and all of that. I guess one of the questions 
that you both just touched on is, is this sort of huge run way, and sort of these infusions 
of capital so early into these brands, bad for the brand long-term?

Scott: Right or wrong, and there are plenty of great investors around who would probably 
disagree with this point. By the way, I'm a guy who participated in a $45 million seed 



round at Jet and then lead a $20 million investment as part of a $200 million A round. 
So, talk about a lot of money early into a company. 

Alexa: Yeah. Is $45 million and seed even allowed in the same sentence?

Mark: [crosstalk 00:49:11].

Scott: It sounds odd, right? But if you. And I thought it was insane until I met Marc.

Alexa: Yeah. You have like way too many zeros there. 

Scott: Well, If you had met Marc when I did, you walk away from that conversation saying, 
"How could I not do this?"

Alexa: Okay.

Scott: But to me, there is a huge difference between businesses that are, at the end of the day 
brands, which by definition really have no defensibility. Possibly in big markets, but a 
brand is a brand, and its defensibility maybe comes with scale and the fact that the 
brand is attractive to people over time and they want to buy more of it, but there's 
nothing that stops you from starting a mattress in a box brand. Right?

Alexa: Right.

Scott: And that's why there are lots of them now. 

Alexa: A ton of them. 

Scott: That's why, to Mark's point earlier, 10% of mattresses are sold online now. That's great. 
You can give great credit to Casper and a handful of others for that, and if I could invest 
in the basket of companies that caused that to happen, I would do it all day long. But if I 
had to pick one, when there's no defensibility whatsoever, I find that hard. That's very 
different than a Rent The Runway as an example, where there is an incredible amount 
of defensibility in the vendor relationships who didn't love the concept to begin with. 
Very hard to establish those relationships and get them to sell us theIr dresses, and to 
this day are unwilling to do so with any others. 

Scott: So, here we are nine years into the life of the company and we basically have no 
competition, and a level of operating complexity. We're the largest dry cleaner in the 
world at Rent The Runway. It's like putting a man on the moon. You would be crazy to 
want to try to replicate this. If we had known what we were getting ourselves into, we 
probably never would have done it. But here we are nine years later with a real mode 
that's hard for others to penetrate. I think those kind of businesses, venture-like backing 
can make sense because you can get paid for it on the other end.

Alexa: So that sounds like, and Mark, you're probably got a great insight here because you've 
sat on the side of a lot of companies like this that are not just one brand, but it sounds 



like what you're unpacking there, Scott, is that these are strong brands that are actually 
multifaceted, semi-service based companies, or in this case a technology company, 
right? You've got a dry cleaner meets a technology company, meets a cool millennial 
front end ...

Scott: There's just defensibility. 

Alexa: Yeah.

Scott: Whether it's intellectual property, or vendor relationships, or marketplace dynamics, 
there's some reason to believe it's defensible in some way, which just makes your life 
easier.

Alexa: Yeah. Your life easier.

Scott: If I've got to go buy billboards that are bigger and cuter than someone else's billboards, 
so I can sell more mattresses in a box, that's just hard. 

Mark: Yeah. 

Scott: Well my question is, in five years how much are we going to care about mattresses in 
boxes? 

Mark: I just think that there's two or three points here that are incredibly important to pick 
winners, whether they're start-ups or long time brands. One is defensibility or 
differentiation. If you're having a discussion with a leader and you ask them, "What's 
different about your brand?" And they can't articulate that, and you can't believe it, run 
away. But, if they can articulate it, and you-

PART 2 OF 3 ENDS [00:52:04]

Mark: Run away. But if they can articulate and you believe they're different, they can 
differentiate their brand, then I think that's a really good indication. Scott's comment 
about how she called ... Was it 458 customers? She's truly intimate with her customers. 
She is with them in her space and time. That's a second really good step. 

Mark: A third one that we've talked about is leadership, which is really hard to discern in a 
startup. You knew when you met Mark that you wanted to not just participate and 
support him in the growth of his company. Brands that are different, customer intimacy 
and progressive leadership that you can support are three key points that help I think be 
more predictive on winners.

Alexa: What's a good example of that, Mark, today? Who's a good retail leader today?

Mark: I don't want to keep going back to Warby Parker too much, but I'd say they're one that a 
lot of people know about. Another one that I think is doing a good job, they're not a 
startup that I like the space is Ulta. They added brand which is obvious but they also 



listened to the millennials and added three different services to their business model to 
build emotional connectivity.

Alexa: They're like a makeup consultant, right?

Scott: Like Sephora.

Alexa: Yeah. I was going to say aren't they a Sephora competitor? That's a good example. What 
are they doing that's a little bit different than Sephora? Obviously I avoid that place like 
the plague. But I'm well aware of what it is and what they can draw me in with. What's 
an example of something Ulta did that strengthens that sort of defensibility?

Mark: Well, they started more as a value brand in that space and they've added more luxury 
brands on top of it. They've got I'd say all three levels of product covered within their 
buildings now. They also offer makeup, hair and nails, so you keep going back to the 
same person that you were happy with before and it increases the number of visits to 
their stores.

Mark: They've done another thing that I think is pretty brilliant, at least good foresight, is 
they've changed their real estate model. They know that the millennial doesn't want to 
go to regional malls for the most part, and so they're in places, locations and venues 
that are more convenient for her, places she's already at. They make great progress. I 
mean, really great progress. That's not a startup, right?

Scott: No. But great example of the same three legs of the stool that you described.

Mark: Mary has done a great job. She knows the customers, got a great team and she has 
made it very defensible.

Alexa: Is there any kind of non-disruptive retail, that's a question for you, Scott, non-disruptive 
model that you'd invest in right now?

Scott: I don't know what you mean by non-disruptive. I would say are there traditional retail 
models that I think could be incredible?

Alexa: Yeah.

Scott: I wish I was an investor in SoulCycle when it was nine stores and was doing nine million 
in revenue-

Alexa: Sounds like Mark is, too. Mark does, too.

Scott: Nine million in revenue and five million in cashflow. What was great about SoulCycle in 
those days maybe continues to be great today. It was an addictive product. The unit 
economics screamed. There was very little build out for those stores other than buying 
the bikes. You had one woman at the desk and another person doing the training.



Alexa: Oh, yeah.

Scott: And the person at the desk was a trainer also who's going to do the next class. You got 
very limited labor model. No one cared about being sweaty and having to shower. I 
think there's one shower in the whole place. It was just magic and it became addictive. It 
also caught a wave of wellness and exercise that became a trend and so I think that's 
really it.

Alexa: I think a break away from the traditional take yourself to the gym for 90 minutes 
everyday model where people are now in this boutique. I'll pay for class by class. That 
was a fad that they were the originator of.

Scott: Feels that way. 

Alexa: I wouldn't really consider that super traditional but that's a fair point. What about you, 
Mark?

Mark: I love them and I think that they provide another element that's pretty important to 
brand and they provide a community feel. When you go and you see the same faces, 
people in your classes, you have a community. I don't know if Scott agrees with this or 
disagrees but I like Peloton also because I think they have figured out a way to do 
community digitally.

Scott: I was going to raise that, and I'm torn on the topic for a few reasons. We got a Peloton 
in my home for the holidays.

Alexa: Oh, yeah?

Scott: We love it. My wife and my oldest daughter are huge SoulCycle fanatics. The economics 
of Peloton are far superior if you're paying the bills and both use the Peloton also but 
there's certainly something about doing the class with others thing at SoulCycle that 
they enjoy more. I love Peloton and there's elements to the product that don't exist in 
something like SoulCycle that I think are far better. 

Scott: My question with Peloton, and I'm sure I'm going to be wrong about this and I'm a little 
bit bitter because I passed on the investment several years ago. I know the CEO and he's 
awesome. John Foley. Great guy who meets all the criteria you've been talking about, 
Mark. But my question for Peloton is is it actually a mass market product or is it a 
product for rich people? If it's just a product for rich people, how big can it really get? 
Today anyways it feels more like Tesla than Honda to me. SoulCycle feels way more like 
affordable luxury to me. It's like Starbucks even if I don't-

Alexa: You can indulge every once in a while.

Scott: You can indulge. I can pay the 30 bucks,

Alexa: Yeah, even if you don't do it everyday.



Scott: ... Every once in a while. But the going in price for Peloton is 2,500 bucks.

Alexa: Wow. Is that really what it is?

Scott: Yes, it can be financed and so I turned it into a monthly number, but it just feels like a 
big commitment to an average consumer to me.

Alexa: Do you think there's any world in which that price drops? Do you think that's a 
production cost issue or is that when they get more scale it'll be cheaper or is that just 
that's supposed to be a luxury product?

Scott: No, I think they would like it to be more of a mass market product. That's my guess. I 
think there's probably a world where maybe they get big enough that that happens. I 
think it's hard today because it's a complicated business. They are running classes, live 
streaming them, recording them in a studio.

Alexa: Making hardware.

Scott: Making hardware, running the subscription business, doing delivery. They do 
unbelievable job at delivery, by the way, and set up, so customer focused, white glove 
service. The whole thing is great, but it's like putting a man on the moon, that business.

Alexa: Sounds defensible.

Scott: It definitely sounds defensible. I totally agree, totally agree with that.

Alexa: Sounds very defensible. Mark, actually I want to go back. That's actually a phenomenal 
example. I want to go back to one thing. I think, Mark, you just mentioned it which was 
that Ulta changed their real estate model?

Mark: Yeah.

Alexa: This is another one of these trends that is all over the zeitgeist of retail topics right now 
and it's the Bonobos, Warby model where you have online retailers that are then 
opening up brick and mortar stores. There's an element of that that I think is very 
obvious to all of us which is you have enough proof of concept in a way and enough 
people to actually open a store where you will get foot traffic. In the same sentence, 
people are saying retail is dying. Stores are closing. If you walk down the main streets 
here in Boston, you see all kinds of retail turning over.

Alexa: One of the questions I have for both of you as both as an investor and as someone, 
Mark, who's worked in lots of store-based brands is what is happening with the retail 
real estate trend and how much of the reverse retail, start online, go to a brick and 
mortar store? How much is that going to change and how much is that going to focus on 
these true B2C brands that we just talked about?



Mark: I may start at the wrong point on this, but when I look at questions like that, I try to go 
back to the consumer and I try to figure out who's the consumer that we're talking 
about and what impact does she have on my brand? What impact does she have on our 
brand? I think the millennial female is not the only consumer out there. But I think that 
there's some indication that she's the most influential consumer out there today.

Mark: What does she want? She wants things like convenience. Her definition of convenience, 
Alexa, is so different than any of the previous generations' definition of convenience. 
Her definition of brand, her definition of service is such a high standard that no previous 
generation in my mind has ever established that level of service. She's intolerant of 
misses for the most part and she's ready to go to the next line item down on the Google 
search. That's a little bit of an exaggeration but not a ton.

Alexa: What I want when I want it kind of model.

Mark: Yeah. She wants it her way though. I think she's driving the digital innovation because 
she's demanding it. She's changing the real estate venues for retailers because she's 
really demanding it. She'll go to a regional mall but it's not her top priority and she'll 
only go there when she's with friends and family. But if she's making a quick stop, she 
wants to be somewhere where she can get in and out quickly and maybe make multiple 
stops.

Alexa: What does that mean for the store experience?

Mark: I think for the store experience ... I'm a little biased so I'll apologize upfront. I believe 
that in a store experience, if you have three basic things, you'll do fine, if your store may 
be bigger, smaller in a different venue. You've got to establish energy in your brand in 
the store. You can't just stand there. If you have energy in your store which can be 
digitally driven, you got the first win of the recipe in retail.

Mark: The second one, there's always got to be some form of introduction, some form of 
engagement between either the brand, which could be people or digital, and the 
consumer. There's got to be that. 

Mark: The third piece, no matter what happens, whether she buys or not, is some form of 
appreciation. I see that in the store experience irregardless of size and irregardless of 
venue as a winning recipe for retailers and it doesn't matter to me whether they started 
in stores or started in digital and reversed back into stores.

Scott: I think Mark's forgotten more things about retail than I know. I can't argue with anything 
he said. I'm turned on by this point about energy in the store environment because it's 
so rare in the unfortunate reality of today's malls and a lot of retailers. The handful of 
places that feel like there's real energy all the time do stand out in a unique way. I think 
it's obvious that if the customer is spending time with an experience like SoulCycle that 
you can hang other things around it in the same mall environment that appeal to that 
consumer and that get halo effect and do well as a result. You see that in lifestyle 



centers all over the place now, food concepts and grocery concepts and retail concepts 
that appeal to the same customer.

Scott: I don't think any of those insights around the store format and real estate are actually 
lost on most retailers. I think the challenge is how you transform from where you are to 
there and how you get there when you have leases that are long and you've got a 
certain type of labor model and a certain type of economics and you know what you 
want the future to look like but you got a fleet of stores that are just landlocked in 
locations that don't fit.

Alexa: Is there anything in the world of technology, any of these things that you think is primed 
to help those people? That to me sounds like an opening, right? If I can help one of 
these old school, long leased, big store retailers technologically or otherwise catapult 
into an experience that's meaningful for a consumer, that sounds like where I should put 
my money.

Scott: Yeah. I think this idea, the vision of a true omnichannel experience with the consumer is 
I think starts getting you there. I'll give you an example. At one end of the spectrum 
we've all been trained over the last five years to expect every experience to be like Uber 
or Lyft. I get in, I go for a ride, I get out, I'm done. That's all it is.

Alexa: That's the goal.

Scott: You compare that to the old world of paying for a taxi and getting a receipt, et cetera.

Alexa: Having to tell the guy where you're going.

Scott: And waiting for one to begin with, et cetera. It's totally different. We've all been trained 
that way. Then we walk into a retail environment and we have to put stuff in carts and 
ask people where stuff is and wait in lines and pay for a transaction. It makes no sense. 
The technology exists today to allow me to walk into J.Crew, put whatever I want in the 
basket and walk out. I promise you if the shopping experience in that store was as 
frictionless as I just described, the basket size would go up and transactions would go up 
and everyone would be happy. But they haven't been able to get out of their own way 
and I'm not trying to single out J.Crew. Large scale retailers saddled with legacy systems 
have had trouble getting out of their own way to enable that type of frictionless 
environment as quickly as more nimble startups have been able to do. I think it's 
possible.

Scott: An example of it working in a really interesting way. There was an idea that Marc Lore 
had at Jet when he was in discussion with Walmart that ultimately I think got 
implemented in a pilot mode. I don't think it's been rolled out yet at Walmart which was 
Amazon has, in theory, this terrific, free in a day or two shipping which is a real value 
prop for consumers. Walmart has advantages Amazon doesn't have. Walmart has a 
thousand stores and those stores it turns out are within a couple of miles of 80% of the 
population of the US. 



Scott: What if you build a simple app that had all of your online purchases that were from 
everywhere in the country during the day and created a route on the way home for your 
sales associates where they could drop off packages that were on their route home 
anyways, and you pay them for the extra time? It turns out they did the calculations and 
there was a very small deviation from people's normal routes home to go deliver 50% of 
the online purchases same day to their home by using existing store employees, existing 
infrastructure. Amazon could never match that. We're surely not in the same 
timeframe.

Scott: I think there are creative ways to leverage technology and leverage existing fleets of 
stores and employees to change the consumer experience, but it takes pretty radical 
different types of leadership like Marc Lore at Walmart now to drive that innovation.

Mark: I think that's the answer to your question. I think it's the key answer to the question 
about how do brands do this, how do businesses make this change? It's due to bold, 
progressive leadership and a change in thinking. Scott [inaudible 01:07:24]. I don't think 
its his brand. It's not just retailers. I've seen this in the not-for-profit space where a not-
for-profit works for 30 years and did a great job and they served seven or eight million 
people worldwide. It's not bad, right? But then they flipped their thinking to be a 
sustainable model by each country they go to. Now you think countries, not individual 
people and now they're going to serve 15 million people in three to four years versus 
seven to eight million over 30 years. I think it's just a mindset and sometimes I think it's 
hard for us retailers to break out of our traditional approach.

Alexa: Yeah. We started this conversation with Scott not convinced that that many people 
really had breached the new age of innovation and I think, Mark, you mentioned people 
are still in Excel spreadsheets. That's a fascinating I think circle on our conversation. 

Alexa: If it's okay with you guys I think we're going to move on to our lightning round. The 
whole idea here is I'm just going to ask you each three questions and it is just your 
guttural reaction and first response. Mark, I'll start with you. If you were an early stage 
company, who would you want to be acquired by?

Mark: Amazon.

Alexa: I know you're going to say that. Any particular reason?

Mark: No. I just think it's faster cash. If I could figure it out, I would go that route.

Alexa: All right. What idea or company should make brands the most nervous right now?

Mark: I can't answer Amazon,

Alexa: You can't.

Mark: ... For everyone of these questions, Alexa. I don't think it's an external thing that worries 
me about brands. What worries me about brands and businesses today is I worry about 



them not asking themselves the right question. I see too many of us not asking 
ourselves questions like what shifts are occurring with the customer that should 
influence my brand or how I operate my brand or I see us not asking ourselves? We 
think the millennial is not our targeted customer let's just say. We don't ask ourselves 
whether the millennial is influencing how our brand should present itself. I worry more 
about that than I do the external factors.

Alexa: What's part of the future consumer experience that no one is expecting?

Mark: I think the degree of personalization and the speed of personalization is just going to 
boggle our minds. There's just people around the world that are doing things with facial 
recognition and body scanning that allows almost custom, personalized glasses, 
accessories and apparel. It's amazing to see where they're headed with that. I think this 
personalization and speed is going to be,

Alexa: Sounds a little bit like Minority Report, Mark.

Mark: ... Variant.

Scott: I know I'm not on this rapid fire question list, but I have to agree entirely with the things 
Mark just said and particularly this last one. It seems obvious to me that it may be five 
years, it may be 55 years. But the idea of having a type of 3D printer in your home that 
can print any type of material and so you don't go order the J.Crew shirt and have it 
delivered. You go pick the J.Crew shirt or sweater that you want and it gets printed out 
in your home almost immediately and you still pay the fee. That to me is the way the 
world is going to operate. I think that change creates huge power for brands and real 
risk for Amazon.

Alexa: Whoa. Explain that.

Scott: Well, if there is infrastructure of super duper 3D printers in homes that can-

Alexa: Then there's no need for distribution networks.

Scott: You don't need distribution networks. 

Alexa: No need.

Scott: You don't need retail. You need some front end which maybe is Amazon. Maybe it's 
some other shopping mall and you need to choose your products and you need to hit a 
button and you get immediate gratification.

Alexa: You need to be the product that gets purchased. You need to be the sweater to buy.

Scott: You need to be the brand that people want.

Alexa: Wow. Or a really good 3D printer.



Scott: That would be good, too.

Mark: Yeah. Well, for example, why is it Warby Parker's next move to do 3D printed frames at 
home?

Alexa: Yeah. I think the price of a MakerBot has to come down a little, but I don't think we're 
that far off.

Scott: Right. There are materials issues. There's all sorts of challenges but those leaps seem 
less big than the leaps that have been made already.

Alexa: 5 years, 10 years, 30?

Scott: 18.

Alexa: Okay. That was very specific, Scott. Awesome. Thank you, Mark. I love that.

Mark: Technical answer. Yes, ma'am.

Alexa: All right, Scott. You're up. What company would you start right now if you had to?

Scott: That's a great question.

Alexa: Not a mattress in a box I'd assume.

Scott: No, certainly not. I think at the intersection of something I think could be valuable 
because it's defensible and where I have passion, there is some experiential retail 
concept that I don't know exactly what it is. I'll give you an example of what comes to 
mind. I think people will go to store-like environments to do VR, virtual reality-like 
things. You mentioned Minority Report. This is now 20 years old. There are arcades of 
VR stuff in Minority Report where people will go to have all sorts of experiences, some 
X-rated, some not X-rated. The fidelity of VR is getting so good that your ability to travel 
to a different part of the world, to experience a safari, to experience a white water 
rafting trip, et cetera, I think is going to start becoming affordable in really interesting 
ways but not at the consumer level in the near term. Can I imagine people paying fees 
like they pay for movies to go to VR type arcades to have these type of custom 
experiences? I can. I think that would be a cool business to run.

Alexa: All right. Well, probably not X-rated to start but I'm sure those will pop up, too.

Scott: There's probably a better market for it if it's X-rated but probably not big capital 
investment.

Alexa: All right. What theme are you tired of hearing about in this space?

Scott: I am tired of hearing about next gen born digital brands.



Alexa: Like?

Scott: Like all of them. I'm not tired of hearing about great brands that have the attributes 
Mark talked about of great leadership that's in touch with the customer, product that 
really matters, that has product market fit, economics that work. I think more of those 
should be born everyday. I'm tired of people trying to convince me that just because 
they are directing consumer they somehow have some unfair advantage in the universe 
that gives them better economics in the future than any brand has ever had.

Alexa: What's something you know about the consumer retail market that no one else knows?

Scott: There probably is nothing that I know about the consumer retail market that no one else 
knows, but I probably know ... I know the name and the location of the one remaining 
person who was among the fathers of markdown optimization that is still at Oracle. He's 
probably the only one left standing and he's still there. That's a little known fact that is 
useless information that pretty much everyone in the universe other than the small 
band of us that are still friendly from that era.

Alexa: Very cool. Guys, thank you both so much for being here. This was a total pleasure and, 
Mark, safe travels. Scott, thanks for being here.

Scott: Thanks very much.

Mark: Thank you.

Alexa: Of course.

Mark: Thanks for including me.

Alexa: I'm your host, Alexa [Baggio 01:15:11]. You can find more episodes from us wherever 
you listen to podcasts. Check out show notes and references to all the things we 
discussed in today's episode at www.talkgrowthstage.com. If you really want to support 
the show and ensure we continue making episodes, subscribe on our Patreon page at 
patreon.com/talkgrowth.

Alexa: Our episode today was produced by David Chang, Robert Baggio, Wesley Updike and 
me, Alexa Baggio. Our episode was recorded and edited by Elle Brigida of Clear 
Harmonies at the PRX Podcast Garage. Theme music was produced by Mirrortone and a 
very special thanks to Pamela [Carr 01:15:40], Alex [Bronstein 01:15:41] and Ian Fox.
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