
Retailer Shift to Digital: A Competitive Assessment 
 
As retailers claw back from several difficult years marked by declining sales and shifting 
consumer shopping behavior (and forecasts of anemic 4% growth in 2011), they are 
increasingly focused on three key areas: 
 
1. Driving store traffic and use of their Web sites with more effective and efficient 

marketing 
2. Creating a more compelling, and differentiating, in-store experience 
3. Becoming true multi-channel sellers    
 
While newspaper inserts continue to play a central role in their marketing strategies, 
retailers are unhappy with high costs, declining distribution, lack of targeting capabilities 
and little accountability.  As a result, preprint spending declined 38% between 2005 and 
2009 (display decreased 20% during that period). 
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Going forward, retailers will continue to wean themselves off of their dependence on 
inserts by experimenting with a variety of strategies, primarily in the digital space. 
Technology – particularly systems that leverage location and social interactions – is 
providing retailers with a range of alternatives to more effectively and efficiently reach 
and engage their best customers and prospects. 
 

 

 

 

 



The Shift to Digital 
 
Digital strategies are still a small part of retailers overall advertising spending, but 
growing.  According to the IAB, in 2009 retail was the largest category of online ad 
spending, representing 20% of total online revenue or $4.5 billion. 
 
Driving consumers to their Web sites is a critical goal for retailers.  Building awareness 
for merchandise, sales and events online can help drive store traffic.  In addition, retailers 
know that consumers turn to the Internet before buying -- nearly half of retail sales, 
according to comScore, are influenced by online research. And online shopping is 
becoming an increasingly important part of their revenue mix.  E-commerce still accounts 
for less than 10% of overall retail spending, but continued to gain share during the 
recession. 
 
 

 
 
 
The ROI of digital for retailers compared to newspaper inserts is still unclear.  But the 
lower cost of acquisition for digital is encouraging these companies to experiment.  
Digital marketing spending is expected to increase 17% in 2010 as marketers move 
dollars away from TV, print and radio advertising to social media, mobile, search and e-
mail marketing, according to a recent study from e-mail service provider ExactTarget and 
Internet marketing and e-commerce consulting firm Econsultancy. 
 



Social media is the fastest-growing channel, according to the study. More than 70% of 
responding companies are increasing their budgets for marketing on social networking 
sites such as Facebook and Twitter. Nearly 65% of companies are planning to increase 
their budgets for social media on their own sites through features such as blogs or ratings 
and reviews.  Other findings: 
 

• 28% of marketers are shifting marketing budgets from traditional to digital 
channels.  

• Two-thirds of marketers are planning to increase investments in social media even 
though less than 20% say they can effectively measure their return on that 
spending.  

• 64% of companies plan to increase budgets in search-engine optimization.  

• 56% plan to increase budgets for mobile marketing.  

• 54% plan to increase budgets for e-mail marketing.  

• 51% plan to increase budgets for paid search.  

• 42% of marketers plan to keep budgets the same as 2009 and 13% plan to 
decrease their overall marketing budget.  

• 41% of marketers plan to decrease spending on print and radio marketing in 2010. 
 
Here’s how one retail executive characterized his company’s digital strategy: 
 
Digital media and marketing impact the entire enterprise. Our jcp.com channel is only 

one part of the total customer’s view of the JCPenney brand. Certainly a lot of our traffic 

to jcp.com is essentially pre-shopping—looking at products and doing research.  So 

digital media might serve as a traffic-builder for the site. But it may just as easily assist a 

customer with shopping during a special sales event in our store…. We want to make 

sure digital isn’t only about driving e-commerce sales, but driving our customer to the 

JCPenney brand in the way that she intends to use the brand.  

 

Following is a summary of emerging online marketing strategies by retailers. 
 

800-Pound Gorillas 
 
Many of the Internet’s largest players have developed solutions for retailers.  Following 
are some of the programs now in place: 
 
Google 
 
Google is building on its success in providing retailers with targeted ads through search 
to help merchants connect with consumers in new ways. Here are some of the tools and 
services Google provides to merchants: 
 

• Google Places – provides retailers and other local merchants an expanded 
presence on Google.  In addition to basic information, coupons, photos, etc., 
Google Places allows merchants to show service area, provide real-time updates, 



include photos from Google of the store’s interior, create custom QR codes, 
communicate with customers and more. 

 

• Google Tags -- allows small and medium-size businesses to pay a $25 flat 
monthly fee to promote services such as coupons or photos through Google 
search, Maps and on Google Places.  

 

• Google Local Shopping --  lets customers find and buy products that are in stock 
nearby. Participating merchants upload their product listing to Google and, with 
one search, customers can find the retailers in their area that sell what they’re 
looking for. 

 

• Google Latitude -- Google’s location-based service has 3 million active users — 
and some 8 million have signed up since the service launched.  In July, Google 
announced they are opening their Google Places API to developers who are 
working on check-in applications.  

 

• Location-based Advertising – Google is launching a mobile banner add that 
show users nearby services. It allows advertisers to attach their phone numbers 
and business location on an expandable map.  Users of smart phones will see a 
text call to action and small thumbnail graphic. Tapping on the ad expands it to 
show a Google Map with the business plotted and number displayed.  

 

• Google Shopper – is a mobile app for Android devices that offers a variety of 
different ways to search for products. In addition to basic search functionality, 
users can search by voice, take a picture of cover art, or scan a bar code to get 
detailed product information and price comparison 

 
  

Facebook 
 
Facebook now has more than 100 million registered users in the U.S. and 145 million 
unique visitors each month, up 66% from last year.  Over the past year, Facebook has 
been focused on monetizing that user base and has launched a variety of tools for 
retailers. 
 

• Facebook Pages – Like Google Places, Pages allows local merchants to set up 
“fan” pages.  More than 1.5 million businesses, including Best Buy, Kohl’s and 
Target, have created Pages. 

 

• ShopLocal Facebook Digital Marketing Suite – In August, ShopLocal 
announced a partnership with Facebook which enables retailers to integrate local 
circulars and ads within their Fan pages. 

 

• Facebook Places -- Users will be able to “check-in” to share their locations, look 
up where their friends are, and also find new locations to go to.  Users will be able 



access the feature via an “advanced mobile browser” or from the company’s new 
iPhone app.  The social network is also partnering with the three leading 
companies in the space -- FourSquare, Gowalla and Booyah -- so that check-ins 
from any of those services will also appear on Facebook. 

 

 
 

In addition, Facebook offers a variety of tools that will help retailers take advantage of 
the platform, including: 
 

• Wildfire Interactive -- delivers technology that allows brands to create and 
manage a wide range of campaigns, including sweepstakes, user-generated video, 
image and essay contests, e-coupon campaigns, product giveaways, and incentive-
based surveys 

 

• NorthSocial -- provides a suite of tools that enable merchants to create and 
manage multiple custom tabs on a single Facebook page.  The toolkit offers a 
suite of apps for fan growth, promotion, marketing, content publishing, e-
commerce, and more.  

 



• Bamboo --  allows any company to have its own point-driven branded loyalty 
app. Fans who use Bamboo become "brand ambassadors" and gain access to 
incentives and exclusive content.  

 
Twitter 

 
More than 20 million unique users visited Twitter in July, but given the availability to 
Tweet and read Tweets from a variety of online and mobile locations, Twitter usage is 
actually much higher. comScore reports that 22% of Twitter users follow businesses to 
find sales, deals and special promotions and 14% use it for product reviews and opinions. 
 
Twitter is just starting to explore revenue-generating applications, but is already having 
an impact.  Twitter allows retailers to do marketing, customer service, sales channel 
updates and flash sales. Sales associates are helping answer customers’ questions using 
Twitter. 
 

 
 
Retailers on Twitter include Best Buy, Banana Republic, JCPenney, TJ Maxx, Kmart, 
Sears and DSW.   
 
Twitter-developed marketing vehicles include: 
 

• #earlybird --  Twitter is partnering with companies that are using Twitter to offer 
special deals. Twitter will re-tweet time-sensitive deals through the earlybird 
account and receive a share of the revenue based on performance. 
 



• Promoted Trends -- allows companies to pay for placement of their Twitter 
account on the bottom of the “Trending” list that appears on the Twitter home 
page.    

 

• Promoted Tweets -- are paid-placements in Twitter search results (the listing is 
an actual tweet from the sponsoring company and not a display ad). 

 
Twitter is exploring syndication of promoted tweets and trends to other Web sites with a 
possible 50/50 revenue share. 
 

Leveraging Digital Capabilities 

 

Couponing 
 
Coupon clipping has seen a resurgence in the past few years because of the increased 
consumer focus on savings and better coupon-targeting technology.  Consumers 
redeemed nearly 3.2 billion coupons in 2009, a 23% increase over the prior year, 
representing the second-highest increase ever recorded for year-over-year coupon 
redemption.  
 
A recent NCH Marketing Services survey indicated that 88% of respondents plan 
shopping lists using coupons, up 10 percentage points from before the recession began. 
Seventy-seven percent of respondents also indicated they regularly use coupons, up from 
64% in 2007.  
 
While newspapers remain the main source of coupon distribution, according to Nielsen, 
the Internet was the fastest growing distribution vehicle.  Redemption of online coupons 
increased 263 percent last year.   
 

 
 
Other indicators that online couponing is gaining on newspaper distribution: 
 

• Coupons.com released data recently indicating that digital coupons grew 100% 
during the past 12 months, while coupons distributed through FSIs in newspapers 
grew 8.4%. 

 



• NCH reports that 46.4 million American consumers are now using online 
coupons, up from 40.2 million in 2008. Of online coupon users, 12.9 million do 
not read any part of the Sunday newspaper, an 18% increase over 2008. 

 

• According to Kantar Media, in the first half of 2010, the number of manufacturers 
staging promotion events with digital coupons (268) surpassed the number using 
traditional print inserts (213). Special promotion events for new products still lean 
heavily toward print as opposed to digital coupons.  

 

• Data from a Harris Interactive study shows that parents of youngsters are more 
likely than other adults to sign up and redeem coupons via e-mail, online, mobile 
and through services such as Groupon and mobile.  It's the same group most likely 
to clip and redeem coupons from fliers, mailers or newspapers.  

 
Key Players 
 
There are literally hundreds (perhaps thousands) of coupon sites on the Web, some that 
aggregate offers from a variety of companies and some that are targeted on specific areas 
of merchandise.  
 
Coupons.com: Coupons.com is one of the largest of the coupon sites.  The company said 
savings from coupons printed out or loaded to a loyalty card from its online properties 
doubled to more than $1 billion from $529 million a year ago. The value of savings in 
June hit $110 million, the highest total to date for any single month via Coupons.com. 
 
ShopLocal.com: In addition to providing online circulars, Gannett-owned 
ShopLocal.com allows consumers to search, clip and print offers from a variety of 
merchants. 
 
ValPak:  Cox-owned Valpak delivers more than 17,000 offers both through their mobile 
couponing app platform as well as on Valpak.com.  Valpak’s mobile app uses the 
phone’s GPS to identify savings near the consumer’s current location. 
 
According to compete.com, coupons.com and shoplocal.com both attracted more than 10 
million unique visitors in July (compared to ValPak’s 500,000). 
 
Other sites include retailmenot.com, eversave.com, eBay Coupon.US and MyPoints.com. 
 
Emerging Mobile Developments 
 
Services such as Key Ring and Cardstar have created apps that allow customers to store 
their merchant loyalty cards on their mobile devices.  In addition to the added 
convenience, these apps also deliver targeted coupons directly to the device based on 
loyalty-card data for each user. 
 



Target  announced it is launching a scannable mobile coupon program. The opt-in 
program provides Target shoppers with a customized Web page on their mobile phones, 
with all offers scannable at checkout via a single barcode. 
 
Late last year, JCPenney launched a mobile coupon program in 16 Houston-area stores. 
When customers check out, the sales associate scans a coupon’s 2-D barcode off the 
mobile phone or device.  
 

Online Circulars 
 
Inserts, once distributed primarily through newspapers, are now finding a home online in 
a variety of formats.  According to an NRF benchmarking survey, all 138 respondents 
said they offer a digital version of their printed circular. 
 
Gannett-owned ShopLocal provides digital solutions to 44 of the top 50 retailers.  This 
year, they rolled out CircularCentral, which delivers digital versions of national and local 
circulars across channels, in partnership with newspapers and companies such as Yahoo! 
and Facebook. 
 
Yahoo!, using PointRoll technology, created an online version of Macy’s Memorial Day 
circular, which ran as a Smart Ad-powered pullover ad unit in Yahoo Mail. Clicking on it 
takes consumers to the Macy's home page, but hovering over it opens the unit into a full-
page circular, taking up the entire page in Yahoo Mail.  
 
Microsoft, through MSN, is testing an online circular program that allows merchants to 
integrate their inserts into “local deals” pages on the site.  Mousing over images allows 
users to get more info, add an item to their shopping list, share the item or go directly to 
the retailer’s Web site. Merchants such as Target, Staples, Radio Shack and Kohl’s are 
participating in the program.  Microsoft reportedly charges $100,000 and, according to 
some of the participants, the results are not yet encouraging. 
 
Target has been particularly aggressive in developing their digital strategy.  In 
September, Target introduced “MyTargetWeekly” which allows consumers to customize 
Target’s digital circular. The service will include mobile deal alerts, customized ads 
online and more social interaction.  
 

E-mail Marketing 

E-mail marketing continues to be an effective marketing tool for retailers.  A CrossView 
survey of shoppers showed that e-mail was the preferred method of delivery for retail 
promotions. Borrell Associates forecasts that e-mail marketing will increase 9% to $16 
billion in 2011. Most of the spending will come from national advertisers, with only 3% 
coming from local advertisers. 

Last year, retailers tracked by the Retail Email Blog each sent an average of 132 
promotional e-mails to subscribers, a 12% increase over 2008.   



E-mail marketing is driven by enhanced database capabilities. Retailers are following 
behavior patterns and past purchases to come up with relevant messages and more 
targeted email strategies.  

According to a study by e-mail marketing vendor ExactTarget, 56% of young consumers 
say they subscribe to a brand or retailer’s e-mail newsletter in search of on-going deals, 
compared with 28% who turn to Facebook for deals. 

The study also found: 

• Women are more likely than 
men to sign up for e-mails in 
order to obtain deals and 
promotions (67% compared 
to 57%).  

• 88% of women indicate that 
promotions have motivated 
them to subscribe to e-mail 
marketing messages, 
compared to 70% of men.  

• The average American 
consumer receives on 
average 44 e-mails a day, 12 
of which are e-mails they 
signed up to receive from 
companies.  

• 81% of consumers that 
receive e-mail marketing 
messages have been 
motivated to provide a 
company with their e-mail 
address due to some form of 
promotion.  

• 65% of women have 
subscribed to e-mail 
marketing messages in return 
for a “free” product, 
compared to 44% of men.  

 

 



Search Engine Marketing 
 
Search engine marketing (SEM) comprises the largest share of online advertising budgets 
across all types of retailers, according to Forrester Research.  While search engines 
accounted for less than 10% of traffic to retailer sites, according to Nielsen, given the 
targeted capabilities of search, that traffic may be the most valuable.   
 

 
 
Retailers are using SEM because it is quantifiable and helps them discern consumer 
intent.  The “pay-per-action” model attached to SEM provides greater ROI.  And given 
the propensity of consumers to use online to research purchases, search also provides 
branding opportunities for retailers.  Forrester research indicated that the largest monthly 
paid-search retailers were Target ($5 million), Staples and Sears (both $1.15 million) and 
Lowes ($1.12 million).  In June, a report from Google showed that JCPenney spent $2.5 
million with the search engine. 
 
Google continues to be the dominant paid search site for the top 50 retailers with an 83% 
share compared to 7% for Bing and 6% for Yahoo! 
 

Social Media 
 
Retailers recognize the importance consumers place in product recommendations from 
their friends and family and want to insert themselves into that network.  
 
In a study conducted by social networking site myYearbook, 81% of respondents said 
they had received advice from friends and followers relating to a product purchase 
through a social site; 74% of those who received such advice found it to be influential in 
their decision.  According to market research company ForeSee, 56% of all visitors to 
retailer sites follow a retailer on a social network.   Visitors who “friend” a retailer on 
social media sites are more satisfied, more committed to the brand and more likely to 
make future purchases from the company. 
 
 
 



About a quarter of retailers, according RSR Research, see a presence on social networks 
as providing a lot of value in driving store traffic and more than half say it provides some 
value.  Still, spending on social media represents a small percentage of retailer marketing 
budgets today. 
 
 

 
 

 
Retailers are also investing in their own social media sites.  Kmart, for example, launched 
Stylesip.com, an online social hub for teen girls focused on fashion. The site provides a 
platform to learn about new apparel; share thoughts on trends, entertainment, music, and 
gossip through a Stylesip blog; and chat live with designers, style experts, and celebrities. 
The site will also be a hub for exclusive Kmart lines. 
 

Mobile Advertising  
 
Retailer use of mobile platforms has largely been as a traffic driver, using mobile 
coupons to incent shoppers to visit stores or participating with various “check-in” 
services to move consumers from the virtual world to the real world. 

 
While the “third screen” is the 
fastest growing segment of the 
digital universe, it still represents a 
fraction of online activity, 
particularly in the shopping space.  
Today, about 35% of mobile phone 
users have access to the Internet.  
That number is expected to reach 
50% by 2013. 
 
And despite all of the hype around 
the “digital wallet,” marketers are 
still in the early stages of 
mCommerce. 



 
Still, because of ubiquity of mobile phones and the ability to deliver targeted ads and 
offers by location, retailers are beginning to take advantage of a range of apps developed 
for smart phones and other mobile devices.   
 
ABI reports that some advertisers are reporting a 25- 30% increase in ad campaign 
spending on mobile this year.  The market research firm forecast an increase in mobile 
advertising from about $313 million today to more than $1.2 billion in 2015 (compared to 
$23 billion in Web advertising spending today). 
 
Many major retailers such as Best Buy, Target, Wal-Mart and Home Depot have created 
their own apps, with varying degrees of content and functionality (some serve merely as 
catalogs while others provide online shopping capabilities).  Whole Foods is only offline 
retailer with an App in the top 150 most downloaded apps. 
 
In Apple’s App Store Lifestyle section, Best Buy, Target, Sam’s Club, H&M, Wal-Mart, 
Whole Foods, IKEA, Old Navy, Walgreen’s, Macy’s, Home Depot, AutoZone and Toys 
R Us are the most popular retailer apps within the top 100. 
 
In the couponing space, Verizon’s SuperYellow Pages offers a mobile app that will, 
using a smart phone’s camera, capture a QR code on the printed Yellow Pages (or direct 
mail piece) and take users directly to a SuperPages.com page or a page of local online 
coupons. 
 
In March, J.C. Penney unveiled weekly mobile coupons that contain a special code that 
cashiers must type in.  Sears and Kmart have launched mobile shopping sites that 
promote location- and weather-based items such as Chicago Bulls T-shirts for those in 
Illinois and power generators to those who have just been through an ice storm.  
 
Other companies offering targeted couponing offers through mobile include 
Shooger.com,  mobiQpons, Yowza!!, Cellfire and Coupon Sherpa. 
 

Location-Based Networks 
 
Location-based networks (LBN), where the service rewards users who “check in” at 
various locations, have proliferated over the past 18 months.  According to ABI 
Research, location-based marketing will increase from only about $43 million this year to 
$1.8 billion by 2015.  
 
Marketing through LBNs appears to be very effective.  A Mobile Marketing Association 
study earlier this year found that nearly half of consumers who noticed any ads while 
using location-based services took at least some action. This was a significantly higher 
rate than for those who noticed advertisements while sending/receiving text messages (37 
percent) and almost twice the rate of those who saw an ad while browsing Web sites (28 
percent). 
 



Despite the rapid growth, these platforms so far have failed to find mainstream uptake. 
Only 4% of Americans have tried location-based services and 1% use them weekly, 
according to a recent Forrester Research report.  As more and more “check-in” services 
emerge, the market will continue to fragment and make it more difficult for retailers to 
participate.  However, Facebook’s entry into this market (see above), may drive 
consolidation and broaden awareness for these services. 
 
The potential for retailers is the ability to influence consumers’ purchase decisions when 
they are out and close to various points-of-sale.  According to one marketing analyst, 
“The real power of location is when it is coupled with intent to buy. If consumers are low 
down in the purchase funnel and close to buying, they can be directed into a store or 
theater to make a purchase.” 
 
While focused primarily on small and medium-sized businesses, larger brands are also 
taking advantage of these services: 
 

• In a trial program, shoppers who check-in to one of Ann Taylor’s eight New York 
City stores will receive 15% off their full-price purchase upon their fifth check-in 
and “mayors” (the person who has checked-in there on Foursquare the most) will 
receive 25% off their purchases of non-sale apparel and accessories. The 
campaign is still in a trial phase. If successful, Ann Taylor plans to extend the 
promotion to its 279 stores nationwide. 

• Starbucks partnered with Foursquare to offer discounts to the "mayor" of each 
Starbucks location, providing $1 off of any Frappuccino. 

• Pepsi created their own “check-in app” that allows iPhone users to locate “Pop 
Spots” (Pepsi-selling food service venues) and check in to accumulate rewards. 
Users can also access a more detailed map that allows them to filter Pop Spots by 
cuisine type. For every three check-ins, consumers earn a free digital song 
download at the Pepsi Loot Store. 

• Earlier this year, Virgin America partnered with Loopt  to offer people two-for-
one tickets to Cancun or Los Cabos from California. All consumers had to do was 
check in on Loopt at San Francisco or Los Angeles airports or one of a variety of 
taco trucks in San Francisco and Los Angeles in a four-hour window.  Loopt 
reports 1,300 people checked in to a single taco truck in San Francisco, and 80% 
of those people bought tickets on Virgin America flights.  

 
Key Players 
 
Facebook Places: (see description above under “800-pound Gorillas”) 
 
Foursquare:  Foursquare is one of the leading location-based social networks with more 
than 2 million registered users and growing at about 100,000 new users each week.  
Foursquare’s goal is to be the premier “social utility.”  In the future, they would like to be 
more “predictive” by mining their robust data set (where you are, where you’ve been, 
when you check-in at various locations, where your friends have been, etc.) to push out 
recommendations to Foursquare users. 



 
Gowalla:  Gowalla, with less than 500,000 users, describes itself as a mobile and Web-
based social service that allows users to “create experiences around everyday events and 
extraordinary events.”  To differentiate from game-based location networks, Gowalla has 
added comments and photos and, more recently, “highlights” which lets users tag about 
20 real-world places based on a set of criteria.  
 
ShopKick:  Shopkick recently introduced an iPhone app that allows participating 
retailers -- including Best Buy, Sports Authority and Macy's --  to automatically detect 
when a customer enters the store (and moves to various points around the store) and 
awards them points, or "kickbucks," which can be redeemed for merchandise.  
  
Loopt: Social-mapping service Loopt, with more than 3 million registered users, 
provides special offers and coupons from nearby retailers (based on user’s current 
location).  Loopt is expected to unveil a service for retailers that will enable them to use 
the app as a loyalty program 
 
Booyah:  Primarily a game-based LBN, Booyah’s MyTown earlier this year ran a 
promotion with H&M apparel stores to reward users who check-in at store locations and 
incentivize others who check-in near H&M locations to visit the store.  As of April of this 
year, MyTown had more than 3 million registered users. 
 
In addition, some emerging companies are taking a different spin on location-based 
services: 
 
PlacePop:  PlacePop is building mobile loyalty card apps to reward users who visit local 
businesses. Cards are pre-populated for local businesses, where they can show up to 
claim their profile and start making offers. 
 
Placecast:  Text-message advertising startup Placecast is partnering with Location Labs 
to extend the reach of Placecast’s ShopAlerts service to more than 180 million potential 
consumers in the U.S.  Consumers will be alerted when they are near a location that they 
are interested in or when the brand is offering sales and specials. ShopAlerts’ technology 
uses “geo-fences,” which are virtual boundaries that can be targeted via location-based 
marketing.  
 

Social Commerce 
 
Like location-based networks, social commerce sites are finding consumers online and 
bringing them into real-world stores.  Typically offering group deals which kick-in if 
enough users participate during a limited timeframe, these sites are a combination of 
payment model and foot-traffic generator for merchants. 
 
The attractiveness of social commerce – which is a blend of e-mail marketing and social 
media -- is that it provides targeted offers to local customers who can broaden the reach 



of the offer by inviting “friends” to participate. (Most of Groupon’s traffic, according to 
one source, comes from Facebook.) 
 
Borrell Associates estimates the deal-of-the-day segment will do $1 billion to $2 billion 
in business this year, with 30 to 40 percent of that from Groupon.com.  The number of 
group-buying sites has grown from about 10 last year to more than 80 today. 
 
Several newspapers have begun partnering with social commerce sites (McClatchy and 
Philadelphia Newspapers with Groupon; The Washington Post with Living Social), while 
others (Star Tribune, San Diego Union Tribune, Roanoke Times and several Morris 
Communications newspapers) are working with vendors (e.g. Deal Current, Analog 
Analytics, Shoutback, Matchbin, Nimble Commerce  Offer Foundry) to create their own 
branded “deal of the day” services. 
 
 

 
 
The Gap recently participated in one of the most successful group-buying efforts to date.  
On August 19, Gap offered $50 worth of clothing for $25 in 85 U.S. and Canadian 
markets. The campaign grossed $11 million, while sometimes selling 10 Gap "Groupons" 
per second over the course of the day. By late morning, the company says, it was selling 
534 Gap offers per minute. 
 
Key Players 
 
Groupon: Groupon, which is less than two-years old, was valued at more than $1 billion 
after 16 months.  Analysts estimate that Groupon does more than $1 million of business a 
day. Available in more than 100 cities, this year the service has doubled in size roughly 
every four months. Groupon in September announced a personalization experiment in six 
large cities allowing customers to specify the kind of offer they prefer.   



 
LivingSocial:  LivingSocial Deals, like Groupon, offers group-buying deals in more than 
60 U.S. cities.  Because of unrelated applications it developed on Facebook, the company 
has a user base of more than 85 million.  To differentiate itself from other group-buying 
sites, the company recently launched hyperlocal deals in specific New York and 
Washington, D.C. neighborhoods. 
 
Yelp: Yelp, a social networking site the offers user reviews of local businesses, recently 
has been testing time-limited local deals in a select number of pilot cities.  The service is 
now offering local deals in San Diego, with plans to expand to San Francisco, New York, 
and other cities in the near future. 
 
Kaboodle:  Hearst-owned social shopping site Kaboodle is also entering the social 
commerce game.  Kaboodle’s member-only PopPicks service partners with a retailer each 
week to feature a collection of products. The Kaboodle community is then invited to vote 
for the products they like best. After four days of voting, the most liked products are 
made available to Kaboodle members. 
 
DealOn:  Owned by online ad network Adblade, this group-buying service offers 
discounts on limited engagement merchandise in limited supplies.  The service is 
available in about 40 cities. 
 
In addition to individual deal sites, a number of deal aggregators have emerged including  
LocalOfferLounge.com, 8coupon and Yipit. 
 
Emerging Social Commerce Sites 
 
Home Run: HomeRun launched in October 2009 and allows members of your social 
network to see what you bought and when you bought it. 
 
DealMap: Center’d’s The DealMap serves up more than 350,000 “live at any time deals” 
from more than 150 daily deal and offer/coupon sources. Their new iPhone app 
“mobilizes” the service’s top features, including game mechanics, real-time discovery, 
crowdsourcing and user-generated content. 

DealPop:  DealPop is a new social buying Website from directory services provider 
WhitePages. Currently available in Seattle, Los Angeles and San Francisco, it offers a 
suite of free mobile and Web services that enable people find and connect with each other 
as well as businesses throughout the United States.  According to WhitePages, its 
directory offers access to more than 200 million adults, and powers more than 2 billion 
searches on over 1,500 partner sites including MSN, Ask.com, and the United States 
Postal Service. 

Lifesta:  Lifesta is a daily deal aggregator that allows consumers to buy and sell deals 
from other deal sites, after they’ve expired on the original site.  



Digital Threats to Traditional Retailers 
 
Traditional retailers have had to contend with pure-play juggernauts such as Amazon and 
eBay.  Online, pure-play retailers accounted for 59% of e-commerce sales in Q2 2010, 
according to comScore, vs. 41% for multi-channel retailers. 
 
A relatively new crop of sites are emerging that may further impact offline sales. 
 
Flash Sales:  Flash sales sites such as Gilt.com, Ideeli, HauteLook and RueLala are 
membership-based sites that offer deep discounts for a short amount of time, typically on 
designer fashions and other upscale merchandise. In April, eBay entered the market with 
a flash site called Fashion Vault.  Analysts estimated flash sales sites have generated 
between $300 - $600 million in the past year.   
 
Penny Auctions:  A new crop of sites emerged over the past couple of years that put a 
new twist on the auction model.  In penny auctions, bidders pay a few pennies to bid on 
merchandise from laptops to digital cameras.  A timer counts down and if it reaches 0, the 
item is sold at the current bid price.  Each time someone bids, the counter is re-set.  
Companies in this space include Swoopo, BigDeal, Beezid and OohILove.  However, the 
novelty of these sites may be wearing off.  Traffic to many of these sites have declined 
dramatically over the past 6 months.  
 

Conclusion 
 
As a 2009 NAA advertiser segmentation study discovered, for most retailers, preprinted 
newspaper inserts continue to be the backbone of their promotional marketing strategy to 
drive both store traffic and sales. However, with inserts commanding upwards of half of 
their marketing spend and retailers struggling in the down economy, inserts are an 
expense coming under increased bottom-line scrutiny. Insertion costs represent less than 
half of the expense of preprints. Creation, printing, paper, transportation costs have all 
escalated forcing marketers to re-examine their promotional strategy.  
 
Discussions with advertisers this year confirm that, for some retailers, newspaper printed 
inserts will not be a part of their media mix in the next three to five years. The Home 
Depot board has dictated that they be out of inserts in that timeframe . They have already 
begun testing no inserts in some markets (e.g. Newport News) and the early returns are 
not encouraging for newspapers. Other advertisers (e.g. Kohl’s and JC Penney), while 
with less formal declarations, believe that the three- to five-year time frame is realistic for 
their departure. 
 
As a result, retailers are actively experimenting with alternative marketing strategies and 
turning to less expensive digital approaches to drive brand awareness, traffic and sales.  
Digital platforms are providing more granular targeting, more customer engagement and 
more viral communications.   
 



But, the digital space is becoming increasingly fragmented and the ability to drive large 
volumes in any particular market will be a challenge in the near-term.  Newspapers do 
have an opportunity to leverage their content, brand equity, business relationships and 
multi-channel solution to retain retailer spending.  The challenge is to establish 
newspapers’ digital platforms as marketplaces and marketing messages online as content, 
(much like they are in print) and to aggregate communities beyond geographic 
similarities. 
 
In addition, newspapers will have to explore new business models that provide increased 
ROI for advertisers and better compete with the lower cost-of-acquisition provided by 
digital platforms. 
 


