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SECTION E

General Issues in Strategic Management

Industry Two—Entertainment and Leisure

case 11

Groupon, Inc.

DAILY DEAL OR LASTING SUCCESS?
Nick Falcone, Eric Halbruner, Ellie A. Fogarty, and Joyce Vincelette

Andrew Mason sat in his office in Chicago, lilinois, thinking about the city. His adult life

began there—he. graduated from Northwestern i in 2003. His business criginated there not

long after—Groupon began as a local Chicago discount service and became a global -

phenomenon seemingly overnight. Mason knew that Groupon was a great idea. The

company was the first of its kind and changed the way consumers spend, shop, and think

about discounts. But how could Groupon, based in.such innovation and having experi-

enced such exceptional growth, be in such a precarious position? A wave of competition

had swelled, including the ikes of technology giants and both general and niche daily

deals services, all replicating Groupon’s business model. How could Groupoen compete

against large companies and their expansive resources? Would consumers and merchant

partners flock to other services that better suited their needs? Mason worried about the in-

creasingly downward trajectory of Groupon's stock price since the company’s initial public

offering. The year 2012 had brought additional scrutiny of Groupon from the SEC, as well

as the unfortunate title of Worst CEO of 2012 for Mason.! He thought about the barrage of

competition facing his firm and the related questions regarding the sustainability of its busi-

néss model. Groupon was a star as it grew from its llinois roots, but it now had problems on

a global scale. Mason looked out his window over the city where it all started, nostalgic for a
time when business was easier and wondered what to do.

o History

In 2006, theee years after graduating from Northwestern University with a degree in Music,
Andrew Mason became frustrated when trying to cancel a cell phone contract. He thought
about the Jikely large group of people in similar circumstances and figured “if [he and they]
were united in some way, [they] could leverage [their] coflective power”? He began devel-
oping a Web platform based on the “tipping point” principle (the number at which an idea
or cause reaches eritical mass, popularized by Malcolm Gladwell) that would utilize social
media to organize collective action.’ The company he created was aptly named ThePoint
and was designed to be a tool for raising money for various causes. The “lipping point” for
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a particular cause, which would be set by the fundraiser, was a cettain amount of money or
signatures needed for the plan to become active.* Users coutd donate with minimal risk because
credit cards were not charged unless and until the threshold was met and the cause “tipped.”

But ThePoint lacked the focus necessary to survive on its own. “The big problem. .
Masos said, “is that it's this huge, abstract idea. You can use this platform to do anything from
boycotting a multinational company to getting 20% off a subscription to Tie Economist ... . we
needed to pick one application of the larger abstract idea and execute it really, really well” The
service was too broad 1o achieve success, but the tipping point element had noticeable potential.

Mason found his “one application” in the most effective campaigns on The Point—those
that gave a group of consumers buying power.® He began recruiting merchants to offer dis-
counts in onkine deals that centered on the fipping point principle. In deals that tipped (when
enough coupons were purchased), consumers saved money and merchants benefitied from
both large-scale sales and market exposure. The concept grew into an entirely new venture: 4
daily deals service that refied on the power of groups. Groupon—the name is-a combination
of the words “group” and “coupon”-—launched its first deal in October 2008 Buy two piz:
zas for the price of one from the Motel Bar, located on the first floor of Gro
headquarters.”

From there, the company gtew at an unprecedented rate. In six months
layed its 5000-person Chicago é-mai list into daily deals operations in Bos
and Washington, DC. Groupon’s estimated worth was over US$1 billion after just 16 months
in business, becoming'mc second-fastest website to reach that milestone (YouTube reached
the mark in 12 months).? By 2010, Groupon was serving more than 150 markets in Norih
America, 100 markets in Europe, Asia, and South America, and was boasting 35 million reg-
istered users.” Forbes magazine declared Groupon to be the “fastest growing company ever™t?
in August 2010 and Groupon rejected a US$6 billion acquisition offer from technology giant
Google in Docethber of the same year.”

In November 2011, the company raised US$700 million in its initial public offering, the
Targest 1PO by a United States Internet company since Google's US$1.7 billion in 2004.
But the growth seen in the company’s infancy had been largely elusive since its 1PO. In the
10 subsequent months, Groupon’s stock fell 84% from US$26.11 to close at US$4.15 on
August 31, 2012

Business Model

Groupon described itself as “a local commerce marketplace that connects merchants to con-
stimers by offering goods and services at 2 discount.”* The company saw opportupity in
bringing the brick-and-mortar world of local commerce onto the Internet, which it said was
ereating a new way for local merchant partners o attract customers." The “Groupon Promise”
was core 10 the company’s customer-service philosophy: '

We're confident in the businesses we feature on Groupon and back them with the Groupon
Promise. If the experience using your Groupon ever kets you down, we'll make- it right or return
your purchase. Simple as that.”

Groupon followed specific processes in deafings with consumers and merchants to keep its
promise. The company used its technology and scale to target relevant deals based on indi-
vidual customer preferem:f;s.16 Deals were disseminated primarily via e-mail; consumers sub-
seribed to Groupon’s mailing list, chose their locations, and were sent information on deals in
their areas. Groupon’s mobile application and website were set up to distribute deals to current
and potential customers based on proximity to the sponsoring merchant partner.'” Customers
purchased coupons online, which became active only when a deal reached its predetermined
eritical number of putchases. The coupons had expiration dates. ' '
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Merchants wishing to parmer with Groupon and feature their products or services in deals
werte vetted by the company. Ouly one in eight applicants was aceepted. Winning merchants
had to be receiving praise on review sites like Yelp, CitySearch, and TripAdvisor, and their
Groupon deals had to offer a substantial discount {from normal prices and not be similar to
other promotions regulurly offered by the vendor.'® A merchant partner signed a conteact that
specified the pereentage of revenue Groupon would collect from a deal (typically 50%) and
the prumber of coupens that would have 1o be purchased for a deal to “tip” and for the discount
to become active. Groupon collected revenue from the deals immediately and made payments
to merchants over a 60-day period.”

Merchants were not completely at cuse with the general model, now utilized by other deal
providers, citing the heavy discounts required and low repeat rates from customers as their two
biggest concerns. Twenty-three percent of respondents to a merchant survey on daily deals
companies said that the discounts were their biggest concern, but 45% said they acquired more
customers as aresult of offering the promotions.?' Eighty percent were satisfied with daily-deal
companies. Merchant satisfaction and retention were crifical to Groupon’s strategy for sirccess.

Mission and Strategy

CEO Andrew Mason expldined his vision for Groupon in a 2011 Letter to Stockholders.
Upon the shoulders of its busingss model, he wrote, Groupon was setting out to reinvent the
multitriflion-dollar Jocal commerce ecosystem. “Today, Groupon is a marketing toot that con-
nects consumers.and merchants. Tomorrow, we aim to move upstream and serve as the entry
point for local transactions” Groupon’s mission, according to Mason, was “to become the
operating system for local commerce ™

Groupon's objective was to become an essential part of everyday local commerce for

consumers and merchants. Key elements of its strategy included the following™

= Grow subscriber and customer base. Groupon made significant investments to acquire
subscribers through online marketing initiatives, such as search engine marketing, dis-
play advertisements, refesral programs, and affiliate marketing. In addition, Groupon’s
subscriber base increased by word of mouth, The company intended to continue to invest
n acquiring subscribers; however, it continued to shift its efforts toward converting sub-
scribers into customers who purchase Groupons. Groupon’s investment in the growth
of its subscriber base and achieving optimal subscriber levels was directly linked to the
breadth and location of its merchant partners, As such, while the number of total sub-
scribers was a key metric to measure Groupen's progression over the long term, it was
not a key operational metric in the same manner as was the active customer base.

Grow the number of merchant partners. Groupon expanded the number of ways in
which consumers could discover deals through its marketplace. The company made sig-
nificant investments in its sales force, which built merchant partner relationships and
Tocal expertise. Merchant partner retention efforts were focused on providing merchant
partners with a posifive experience by offering targeted placement of their deals to the
swbscriber base, high-quality customer service, and fools to manage deals more effec-
tively. Groupon routinely solicited feedback from merchant partoers to ensuze their
abjectives were met and they were satisfied with its services. Based on this feedback,
Groupon believed that merchant partners considered the profitability of the immediate
dleal, potential revenue generated by repeat customers, and increased brand awareness for
the merchant partner and the resulting revenue stream that brand awarencss might gener-
ate over time. Seme merchant partiiers viewed deals as a marketing expense and might
be willing to offer deals with kittle or no immediate profitability in an effort to gain future
customers and increased brand awareness. ' i
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» Position Groupen to benefit from technological changes that may affect consumter
behaviot. Groupon believed that as technological advances confinued, particularly with -
- the proliferation of affordable Smartphones and tablet computers, the ways in which cus-
tomers and local merchant partners interacted would change significantly. For example,
in December 2011, one quarter of 4ll purchases in its North America segment were made
through mobile devices. Groupon believed that it was well positioned to benefit from, and
to drive, these changes. The company continued 0 invest heavily in technology, including
through acquisitions.
= Increase the number and variety of products through innovation, Groupon launched
a variety of new products in 2011 and planned to continue to launch new products to
increase the number of customers and merchant pattners transacting business through its
marketplace. As its local commerce marketplace grew, Groupon believed that consumers
would use Groupon not only as a discovery tool for local merchant partners but also as
an ongoing connection point to their favorite merchants.

= Expand with acquisitions and business development partnerships. Hxstoncaliy, the..-
core assets Groupon gained from acquisitions were local management te
subscriber and merchant partner bases, to which the company then applies its ¢ xpemse .
resources, and brand to scale the business, Moze recently, Groupon's focus shifted 4
acquiring businesses with technology and technology talent that could help expand its
business. In addition to acquisitions, Groupon exntered into agreements with local part-
ners to expand its infernational presence. Groupon entered into affiliate programs with
companies such as eBay, Microsoft, Yahoo, and Zynga, that allowed these partners to
display, promote, and distribute Groupon's deals to their users in exchange for a share of
the revenue the deals generate,

Corporate Governance

Groupon’s Global Code of Conduct and Corporate Governance Guidelines were adopted in
the fall of 2011, These documents, and the charters for the Audit, Compénsation, and Nomi-
nating & Governance Committees, can be found on the company’s webiité at hitp/investor
.groupon.com/governance.cfm.

Board of Directors.®  The biographies of the eight members of the Board of Directors are
as follows:

Eric Lefkofsky, 42, is a co-founder and the Executive Chairman of Groupos. He is also a founder
and ditector of several firms, including InnerWorkings, Inc., a global provider of managed
print and promotional solutions; Echo Global Logistics, Inc., a technology-cnabled trans-
portation and logistics outsourcing firm; MediaBank, LLC, a leading provider of integrated
media procurement technology; and LightBank, 4 venture fund focused on helping disrup-
tive technology busitiesses. Eric serves on the board of directors of Children’s Memorial
Hospital and the board of trustees of the Steppenwolf Theatre, the At Institute of Chicago,
and the Museum of Contemporary Art. Eric is also an adjunci professor at the University
of Chicago Booth School of Business: He holds a bachelor’s degree from the University of
Michigar and a Juris Doctor from the University of Michigan Law School.

Peter Barris, 59, joined New Enterprise Associates (NEA} in 1992 and has served as Managing
General Partner since 1999. Since joining NEA, Peter has led investments in over 20 infoe-
mation technology companies that have completed public offerings or successful mergers.
These include such industry pioneering companies as Amisys, CareerBuilder, InnerWoritw
ings, Neuotral Tandem, UUNET, end Vonage. Prior to joining NEA, Peter was Pres
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Chief Operating Officer of Legent Corporation {LGNT) and Senior Vice President of the
Systems Software Division of UCCEL Corporation (UCE). Both companies were uftimately
acquired at valuations that were record breaking for their time. Barlier, Peter spent almost a
decade at General Electric Company in a variety of management positions, including Vice
President and General Manager at GE Information Services. Ouiside interests include serving
on the Northwestern University Board of Trustees and the Dartmouth Tuck School Board of
Overseers, Peter proviously served on the Executive Committes of the Board of the National
Venture Capital Asseciation and was also a founding member of Vénture Philanthropy Part-
ners, a phitantheopic organization in the Washington, DC, area. He hus a BS degree in Electri-
cal Engineering from Northwestern and an MBA from Dartmouth, Mr. Baris is the chair of
the Compensation Committee and  member of the Nominating and Governance Committee,

Mellody Hobson, 42, is president of Arief Investments, a Chicago-based money management
firm serving institutional clients and individuat investors; she also serves as chairman of
the board of trustees for Ariel’s no-load mutual funds. Beyond her work at Ariel Mekiody
has become a nationally recognized voice on finangial. l:te:acy and inve,
Specifically, she is a regular financial contribuior on Good Morning Am
tured consumer finance expert on Tom Joyner’s Money Mondays fadi
regular columnist for Black Enterprise. Mellody is a diréctot of three put
DreamWorks Animation SKG, Inc., The Estée Lauder Companies Inc.,
Corporation. In addition, she setves on the boards of various civic organizations includ-
ing The Field Museum, The Chicago Public Education Fund, and the Sundance Institute.
Mellody is a graduate of Princeton University where she received her AB degree from the
Woodrow Wilson School of Public and International Affairs. She is a member of both the
Compensation Committee and the Nominating and Governance Comnittee.

Brad Keywell, 42, is a founder of MediaBank LLC, Echo Global Logistics, Inc., Groupon
Inc., Starbelly, and several other companies. He has served on the Board since Groupon's
inception. He is on the Board of thie Zell-Lurie Entrepreneurship Institute at the University
of Michigan, Big Commusications, Wartor Productions, and University of Michigan
Hillel Foundation. He was formierly on the Board of Columbia College, 45 well as the
Advisory Committee of the University of Chicage Graduate Schaol of Businéss Direc-
tors’ College. Mr. Keywell is 2 member of the Compensation Committee and the chair of
the Nominating-and Governance Committee.

Ted Leonsis, 55, is Vice Chairman Emenitus of AOL LLC with more than a decade of expericrice
in global Intemet services and media at AOL, where he also served as Vice Chairman and
Prestdent of several business units. In addition to his work at AOL, Leonsis is the majority
owner of the National Hockey League’s Washington Capitals and the Women’s National
Basketball Association’s Washington Mystics. He is also the producer of “Nanking,” a docu-
mentary film that made its premiere at the 2007 Sundance Film Festival, Mr. Leonsis is the
chair of the Audit Committee and 2 member of the Compensation Committee.

Andrew Mason, 31, is a founder of Groupon and has served as its Chief Executive Offi-
cer since its inception in November 2008. Prior to co-founding Groupon and ThePoint,
Andrew worked as a software developer with Innerworkings, Inc. Andrew received his
Bachelor of Arts in Music from Northwestern University.

Daniel Henry, 62, hae been the Chief Financial Officer of Ametican Express Company since
October 2007. Henry is responsible for leading American Express Company’s finance
orgamization and representing American Express to investors, lenders, and rating agen-
cies. He also served as Executive Vice President and Chief Financial Officer of U.S.
Consurier, Small Business and Merchant Services and joined American Express as
Comptroller in 1990. Prior to joining American Express, Henry was a partncr with Ernst &
Young. Mr. Henry is a member of the Audit Committee.
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Robert Bass, 62, served a5 a Vice Chairman of Deloitté LLP from 2006 through Jane 2012, and
was 2 partner in Deloitte from 1982 through June 2012, M. Bass specializes in e-commerce,
mergers and acquisitions, and SEC filings. At Deloitte, Mr. Bass was responsible for afl
services provided fo Forstmann Litfle and its portfolio companies and is the advisory partner
for Blackstone, DIRECTV, McKesson, IMG, and CSC. He has alse previously been the
advisory partner for priceling.com, RR Donnelley, Avtomatic Data Processing, Community
Health Systems, and Avis Budget. He is 2 member of the American Institute of Certified
Public Accountants and the New York and Conneeticut State Societies of Certified Public
Accountants. Mr. Bass is 2 member of the Audit Committec.

Daniel Heanry and Robert Bass joined the Board on April 26 and June 19, 2012, respec-
tively, in.a move fo bring more accounting and fAnancial expertise to the Board. Mr. Henry
replaced Howard Schultz, CEQ of Starbucks. Mr. Bass replaced Kevin Efrusy, a paniner at the
venture-capital firm Accel Partners.?

Top Management,™  The biographical sketches for Groupon’s fop managerient tar
follows:

Andrew D. Mason, 31, is a co-fornder of Groupon and has served as its Ch e s
Officer and  director since its inception. In 2007, Mr. Mason co-founded ThePomt, a
Web platform that enables users o promote collective actiof to support social, educa-
tional, and civic eauses, from which Groupon evolved. Prior to co-founding ThePoint.

Mr. Mason worked as a computer programmer with InnerWorkings, Inc. Mr. Mason
received his Bachelor of Art§ from Northwestern University. Mr.. Mason brings to the
Board the perspective and expericrice as one of Groupon’s founders and as Chief Execu-
tive Officer. Mr. Mason was elected to the Board pursuant to voting rights granted to
the former holders of Groupon's common stock and preferred stock under Groupon's
voiing agreement, which terminated as a result of the company’s initial public offering.

Jason E. Child, 43, has served as Chief Financial Officer since December 2010, From March
1999 through December 2010, Mr. Child held several positions with Amazon.com, Inc.,
including Vice President of Finance, International from April 2007 to December 2019,
Vice President of Finance, Asia from July 2006 to July 2007, Director of Finance, Amazon
Germany from April 2004 to July 2006, Director of Investor Relations from April 2003 10
April 2004, Director of Finance, Worldwide Application Software from November 2001
to April 2003, Director of Finance, Marketing and Business Development from Novenber
2000 to November 2001, and Global Controlier from October 1999 to November 2000.
Prior to joining Amazon.com, Mr. Child spent more than seven years as a CP.A and a
consulting manager at Arthur Andersen. Mr. Child received his Bachelor of Arts from the
Foster School of Business at the University of Washington.

Joseph M. Del Preto 11, 36, has served as Chief Accounting Officer since April 2011, From
January 2011 to April 2011, Mr. Del Preto served as Groupon's Global Controller. Prior
to jointng Groupon, Mr. Del Preto served as Controller and Vice President, Finance of
Echo Global Logistics, Inc. from April 2009 to Decembier 2010. From January 2006 to
March 2009, Mr. Del Preto served as Controller of InnerWorkings, Ine. Mr. Del Preto
began his career at PricewaterhouseCoopers LLP. Mr. Del Preto received his Bachelor of
Science degree from Indiana University.

Jasen D. Harinstein, 36, has served as Semior Vice President-Corporate Development
since March 2011, From June 2005 to February 2011, Mr. Harinstein served in several
capacitics at Google, Inc., including most recently as Director of Corporate Develop-
ment. From July 2003 to June 2005, Mr. Harinstein worked as an Equity Rescarch As-
sociate at Deutsche Bank Securities, Inc. where he covered Internet adveztising,' snline
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search, cCommerce and video game companies. Previously, Mr. Hatinstein served as a
strategy comsultant at iXL, Inc. (now part of Razorfish) from June 1999 to June 2001,
and at Andersen Consulting Strategic Services (now Accenture) from September 1997
to June 1999. Mr. Harinstein received his Bachelor of Arts in Economics from North-
western University and his Master’s in Business Administration from the University
of Chicago.

Jeffrey Holden, 43, has served as Senior Vice President-Product Management since April
2011. In 2006, Mr. Holden co-founded Pelago, Inc. and served as its Chief Executive
Officer until Groupon acquired Pelago in April 2011, Prior to co-founding Peldgo,
Mr. Holden held several positions it Amazon.com, Inc., including Senior Vice Presi-
dent, Worldwide Discovery, from March 2005 to January 2006, Senior Vice President,
Consumer Applications, from April 2004 to March 2003, Vice President, Consamer
Applications, from April 2002 10 April 2004, and Director, Automated Merchandising and
Discovery from February 2000 1o April 2002. Mr. Holden joined Amazon.comn in May
1997 as Director, Supply Chain Optimization Systems. Mr. Holden rece;&ed his Bache
of Science and Master of Science degrees in Computer Science from the Umvcmty_
llinois at Urbana-Champaign.

David R. Schellhage, 48, has served as General Counsel since June 2011, From Marc 12‘(‘}‘1'{’{ et
to May 2011, Mr. Schellhase served as Executive Vice President, Legal of salesforce.
com, inc. From December 2004 to March 2010, Mr. Schelihase served as the Senior Vice
President and General Counsel of salesforce.com, and hé served as Vice President and
General Counsel of salesforee.com from July 2002 to December 2004. From December
2000 to June 2002, Mr. Schelthase was an independent legal consultant and authored 2
treatisc entitled Corporale Law Depariment Handbook. Previously, he served as General
Counsel at Linuxcare, Inc:, The Vantive Cmporatmr; and Premenos Technology Corp.
Mr. Schellhase received a Bachelor of Arts from Columbia University and a Juris Doctor
from Cornell University.

Brian J. Schipper, 51, has served as Senior Vice President—Humsn Resources since June
2011. From October 2006 to May 2011, Mr. Schipper served as Senior Vice President
and Chicf Human Resources Officer of Cisco Systems, Ine. From November 2003 to
October 2606, Mr. Schipper served as the Corporate Vice President, Human Resources
of Microseft Corporation. From February 2002 fo March 2003, Mr. Schipper was Partner
and Head of Human Resources and Administration for Andor Capital Management
LLC. From March 2000 to February 2002, Mr. Schipper served as Sentor Vice President
of Human Resources and Administration at DoubleClick, Inc. Prior to joining Double-
Click, Mr. Schipper sexved as Vice President, Human Resources at PepsiCo, Tne. from
May 1995 to March 2000. Prior to joining PepsiCo, Mr. Schipper worked at Compag
Computer Corporationt, where he was global head of compensation and benefits and
head of Human Resources for North America. Mr. Schipper received his Bachelor’s
from Hope Coliege and his Master's in Busintess Administration from Michigan State
University.

Brian K. Totty, 45, Ph.D., hias served as Sentor Vice President—Engineering and Operations
since November 2010. Dr. Totty was the Chicf Executive Officer of Ludic Labs, Inc.,
a startup venture developing a new class of software applications from January 2006
through November 2007. We acquired Ludic Labs in November 2010. Dr. Totty also
was a co-founder and Seaior Vice President of Research and Development of Inktomi
Corporation from February 1996 to August 2002. Dr. Totty received his Ph.D. in com-
puter science fiom the University of lllinois at Urbana-Champaign, his Master of Public
Aduiinisiration from Harvard's Kennedy Schoot and his Bachetor of. Scmnce fmm thc
Massachusetts Institute of Technology. s
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2o Prolicy

...Operations

Groupon’s operations were divided into North America (United States and Canada) and Hiter-

naticnal segments.

EXHIBIT 1
Year Ended December 31

2009 % of total 2010 % of total 2011 % of total
. [(dollarsinthousands) .
North Ametica § 14,540 100.0% $.200412 640%  $634:980
International - — 112,529 36.0% 975450
Revenue $ 14540 100.0% £$312,041 H00.0%  $1,610430

SOURCE: Groupon, Ine, 70-K (March 30. 2012), p. 45,

One trend that contributed to Groupon's growth was its investment in international marke
In 2009, the company’s operations focused catirely on North America. In 2010, however,
Groupon began looking abroad for growth, targeting key markets in both Europe and Asia. As
& result, the International segment-accounted for 36% of total révenues in 2010. As Groupon
contintied to see growth in 2011, the segment accounted for 60.6%, as shown in Exhibit 1.
While this rapid expansion of the International segment contributed substantially to the
company’s growth, it also contributed to its annual net losses. In fact, management blamed
the net loss in 2011 primarily on the “rapid expansion of [its] International segment during the
year, which involved investing heavily in upfront marketing, sales and infrastructure related
to the build out of [its] operations” in early stage countries.*” Groupon’s international segment
often felt the impact of unfavorable foreign exchange rates.

To accompany this expansion, Groupon made changes to its distribution of resources,
including corporate facilities and employees. The company's principal executive properties
are described in Exhibit 2. Other facilities were located throughout the world.

The size and geographic distribution of Groupon's sales force over time is shown in
Exhibit 3. Considering Groupon’s two-pronged dependence on subscribers and on merchants,
many of whom were very small businesses, the company mainiained high-touch relationships
with its merchants. In addition to its sales team, Groupon employed customer service repre-
sentatives, editorial staff, marketing planners, merchant research and services teams, and “city
planners” wha created the schedules for each Groupon city every week.2®

The growth in Groupon’s sales force reflected international operations that began in May
2010 with the acquisition of CityDeal Burope GmbH. CityDeal was founded by Oliver Sam-
wer and Mare Samwer, who have served since the acquisition as consultants and been ex-
tensively involved in the development and operations of Groupon’s international segment,”?

EXHIBIT 2
Description of Use Square Footage  Operating Segment Location Lease Expiration.
Gorporate office facilities 550,000 North Amefica Chicago. IL From 2012 through 2018
"Corporate office facilities 30,000 Titerniational Berlin, Germany;  From 2012 through 2022
Schaffhausen, -
Switzerland

SOURCE: Groupon, Inc. 16-K (Match 36, 2012}, p. 33,
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EXHIBIT 3

Size of sales Mar.31;  June30, Sépt.30, Dec.3l, Mar31, Jume30,  Sept.30; Det. 31,

force 2010 010 2010 2010 2011 2011 2011 2011

North America 128 200 348 493 661 950 1604 1062
Internationat - 1,080 1224 2,080 2,895 3860 3849 4134
Total 128 1291 572 25m 3,556 4,850 4853 5,196

SOURCE: Groupon, Inc. J0-K (March 36, 2012), p. 8.

Agreements under which Oliver and Marc Samwer provided consulting services were set to
expire in October 2012 and October 2013, respectively.®

In January 2011, Groupon B.V., z subsidiary, entered into a joint venture along wnh
Rocket Asia GmbH & Co. KG, an cntity controlled by the Samwers ! Groupon B V.
part owner of GaoPeng.com, which operates a group buying site offering discol
ucts and services to mdmdual consumers and businesses via Internet websi
and interactive media.”? GaoPeng.com began offering daily deals in Beijin, and Simngh
in March 2011 and subsequently began offering daily deals in other major éities in China >

Such acquisitions and joitit ventures were an important part of Groupon's growth strategy.
Groupon acquired eight firms in 2010, anether nine in 2011, and an additional eight firms as
of May 2012.%

Finance

Exhibits 4 and 5 show Groupon’s consolidated statement of opetations and consolidated bal-
ance sheet for the fiscal years cnded 2008 throagh 2011.

For the years ended 2009, 2010, and 2011, Groupon reported revenuc of US$14.5 mil-
lion, US$312.9 million, and USS1.6 billion, respectively.!® This represented an annual con-
pound growth rate of 380%. From 2010 to 2011 specifically, revenue increased by USSL.3
billion, The company attributed this growth mainly to expanding the scale of its business both
domestically and internationally through acquisitions, as well as by entering new markets.
Initiatives.that contributed to this expansion included an increase in marketing expenditires,
as well 43 an increase in the company’s sales force.™

Despite such significant revenue growth, operating income remained negative in 2011
(sce Exhibit 4). Total operating expenses reached over US$1.8 billien in fiscal year 2011, an
increase of 151.4% from that of 2010. Groupon attributed this rise to an increase of Us$216
million in the cost of revenue due to increases in-credit card processing fees, refunds, and
editorial salary costs. Higher volumes of merchant partner transactions and a larger subscriber
base contributed to these costs.”

The company’s greatest increases in operating expenses, however, were in marketing, sell-
ing, gencral, and administrative expenses. For the years ended December 31, 2009, 2010, and
2011, the company reporied marketing expenses of US$5.1 million, 1U$$290.6 million, and
US$768.5 million, respectively.™® In its annual report, Groupon made it clear that such increases
in marketing expenses have been necessary, stating that “Since our inceplion, we have pri-
oritized growth, and investments in our marketing initiatives have contributed to vur losses.”™
Management viewed investments in marketing as a necessary cost to acquire subscribers. When
compared to the profits generated from these subscribets over timie, the cost to maintain a sub-
scriber was relatively inexpensive, as interaction was largely limited to e-mails.and mobile ap-
plications. As its busiriess continued to grow and became establishied in more markets. Groupon
expected that its marketing expense would decrease a5 a percentage of revenig. ¥
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EXHIBIT 4
““Groupon, Inc, Consolidated Statement.of Operations (In thousands, except share and per-share amounts}

Yeat Ended December 31 : .
2008 2009 2010 2011
~#dellarsin thousands, éxcépt share data)

Consolidatéd Statements of
Operations Data:

Revenue (gross billings of $94,
$34,082; $745,348 and $3,985,501,

respectively) $ 5 $ 14,540 § 312:041 $ 1,610,430
Costs and expenses: .
Cost of revenue 88 4,716 42,896 258879
Marketing 163 5,053 290,569 S 768472
$elling, general, and . : 5

administrative 1,386 5.848 196,637 o 55

Acquisition-related : - - 203,183 :

Total operaling expenses 1,637 15,617 733,285 :
Loss from operations {1,632} 1017 (420,344) (233,386}
Interust and other income
{expense); net %0 (16) 284 5 973
Equity-method investment activity, _
pet of fax o — — {26,652y
Loss:before provision for incomié- (1,542) (1,093 (420,060) {234,065)
taxes
Provisigh (benefit) for income faxes e 243 (6,674) 43,697
Net loss (1,542) (1341 (413,386) (297,762)
Less: Net loss attributable to non-
controlling inferests - - 23,746 18,335
Net loss attributable to Groupor, {1,542) {1340 (389;640) {279.427)
Ine,

Dividends on preferred shares 21N (5.575) (1,362) —_

Redemption of preferred stock in S
+ excess-of carrying value — — {52,803} (34,327)
Adjustment of redeemable non.
-...-controling interests to redemption

value — — (12,425) (59,74[})
Preferred stock distributions (339 — — —
Néfl'ass:a_tt_r___i__bu_table to commen L _ _
stockholders $(2,158) ¥ (6.916) §(456,3200 $ (3713499
Net loss per share of comsron-stock
Basic $ {0.01) § (004 $ (286, $ (1.03)
Diluted $ 00 % (009 $(266) 5 (109
Weiglited average number of sharés
outstanding :
Basic 333,476,258 337,208,284 342,608,773 362,261,324
Diluted 33476258 337208284 342,698,772 362,261,324

SOURCE: Groupon, Ine. 10-K (March 30, 2012), p. 38.
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5 Foliny

EXHIBIT 5
“%* Groupon, Inc. Consolidated Bafance Sheets (In thousands, except share and per-share amounts)

December 31
2010~ 2011
Assets
Cirrrent assets:
Cash and cash equivalents $ 118;833: $1.122,935
Accounts réceivable, net 42 407 108,747
Prepaid expenses and other cirrerit dssets 12,612_5:' 01,645
Total currerit assets 173,855 1,323,327
Property and cquipment, net: : 16,490° 51,800
Goodil _ 132,038 '
Intangible assets, riet . 40,775
Investmients in equity interests —
Deferred income taxés, Hon-current 14,544
Other non-current assels : 3,868 80,071
Total assets §381,570 §1,774476
Liabilities and stockholders’ equity
Current Habifities:
Accotnts payable $ 57,543 540918
Accrued merchant payable: 162,400 520,723
Accrued expenses 98,333 212,007
Due to related parties 13,321 ) 246
Deferred income taxes, cutzent 17,210 76.841
Other cutren fiabilities 21,613 144427
Total current Habilities 30419 995,162
Deferred income taxes, nonscurent 604 7428
Other non-current liabilities- - 1,07 70,766
il ' 472,040 1,073,356

Commitments and contingencies (see Note 8§

7 Redeemablé ncticontrolling interésis _;’3,983 1,653
Groupon, Inc. Stotkholders Equity.
Senes D, convertible preferred stock, $.0001 par valie, 6,560.174 shares 1 _—
authorized and issued, 6,258,297 shares outstanding at December 31, 2010,
‘nd 1o shares owistaniding at December 31, 2011
Series F, convertible preferred stock, $.0001 par value, 4'202,658 shares 1 —-—
authorized, issued, and outstanmng at December-31, 2010 and ‘no shares
omslandmg December 3,200

Series G, convertibie prefem:d ‘stock, $.0001 par value, 30 OTS 690 shares 1 —
authorized, 14,245,018 sharcs issued and outstanding at Decemt 2
and no shares outsianding at December 31, 2011, Hguidation prefercnce of
$450,000:at December31, 2019

p://0133129780.reader.chegg.com/readet/print.php?id=04afd919776add06864d174767al 2b3 O&name=Strategi... 3/20/20




ypyright | Prentice Hall | Strategic Management and Business Policy | Edition: 14 [ mrodr842@fiu.edu | Printe... Page 1 o

December 31 .
— : PrE TR
; ( : 4 -
'I 996 shares xssued nd 331 232 520 shares ou!standmg at
mber 31, 2010 and no shares outstanding at Degember 31; 2011
Ciass A 'cummon stack, par valie $0.0001 per share, no-shaiés authorized,
issued, and outstanding at December 31, 2010;-2,000,000,000; sharcs au-
thorized, 641,745,225 shates issved and outstanding at Deces $2011 — 64
Treasury slock, at cost, 93,328,656 sharos a1 December 31, 2010 and no
shares outstanding af December 31, 2011 (503,173) —
Additional paid-in capital 921,122 1,388,253 -
Stockholder receivable (286)
Aceumlated deficit (419,468)
Accumulated other comprehensive incomie 9,875
Total Groupon, Inc. Stockficiders’ Equity 8,077
Nonconitrolling interests (1,530 (3,074
Total equity 6.547 699,467
Total liabilities and equity $ 381,570 $ 1,774,476

SOURCE: Groupon, Tnc, H-K (March 30, 2012}, p. 65,

Selling expenses reported in Exkibit-4 consisted of “payroll and sales cormmissions for®
sales representatives, as well as costs associated with supporting the sales function such as
technology, telecommunications, and travel " For the years 2009, 2010, and 2011, total sell-
ing, general, and administrative expenses were reported at US$3.8 million, US$196.6 milfion,
and U$$$21.0 million, respectively.** Groupon atisibuted these inereases largely to the expan-
sion of its global sales force as well as investments in technology and corporate infrastric-
ture.*? Like its marketing expense, Groupon expecled that selling, general, and administrative
expenses would decrease as & percentage of revenue as ifs operitions matured over time.

The underlying concern renardmg Groupon’s financials was that the company realized a
total net loss in income every year since its inception. For the years 2008 through 2011, these
losses amonnted to US$LS million, US$1.3 million, US$413.3 million, and U8$297.7 mil-
lion, respectively.” As shown in the statement of retained earnings inn Fxhibif 6, these losses
led to an accumulated deficit of US$698.7 million in 2011, In this 1i ght, management decided
1ot to pay dividends, iritending instead “to retain il of our eamings fot the foreseeable future

to finance the operaiion and expansion of our business.”™

EXHIBIT 6

Consolidated Statement of Reétained Earnings (thousands)
BeportDate 127312011 123172010 12/31/2009  12/31/2008
Previous retained earnings | (accumulated deficit) (419,468) (29.8328) (2,574 (1,032}
Common stock dividends ' — — 20,338 -
Prefeired stock dividends — _— 3578 —
Forfeiture of dividends (191) — — —
Retained eamings (accumulated deficit) (698.704)  (419.468) (29.828)

SOURCE: Mergent Onfine,
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CASE 11 Growpon, Inc.

In 2012, Groupon continued to se¢ exceptional growth in revenues. Exhibit 7 compares the
results of operations from the quarter ended March 31, 2012 to the quarter ended March 31,
2011. For the first quaster of 2012, the company reported revenues of US$559.3 miflion, com-
pared to U8$295.5 million for the first quarter of 2011.% Total operating expenses continue to
rise in 2012, increasing by US$106.9 million from the first quarter of 2011, reflecting signifi-
cant increases in cost of revenue and selling expenses. Groupon made strides toward cutting
marketing spending in 2012, reporting US$116.6 million in marketing expenses compared to
7$$230.1 million in the first quarter of 2011. The company attributed this expense Cut 1o a
strengthening brand name that allowed it to becorne more established in markets around the
globe. As of March 31, 2012, Groupen reported 36.8 miflion active customers, more than
double the 15.3 million reported on March 31, 2011.% The amount of revenue that Groupon
received per customer had ot increased, however; revenue per average active customer was

EXHIBIT 7

Groupon, Inc. Three Months Endeéd March 31
Condensed Consoli- —
dated Statements of 261

Operations (Restated)

{in thousands, : e
except share and Revenne (gross billings of $668, 174 and $1,354,800,

per-share amounts)  ©° spectively): $295,523 $559,283.
{unaudited) Costs and experisés:

Cost of sevenne 39765 119,498
Warkeling 230,085’ 116,615
Selling; general, and administriive’ 4280 283,383
Acquisition-refated — 52
Total operating expenses 412,671 519,644
{Loss} income from opérations (117;148) 39,639
Interest and other i'n_come (éxpense), net 1,060 {3.539)
Equity-method investment activily, net of tax (852) {5,128
(Loss) income befote provision for income takes (116,970 30972
Provision (benefit) for incoine taxes 3,079 34,565
Netloss: (113,891) (3.59%
1.¢ss: Net Toss (ineome} atiributable to
noticoritrolling inteests 11,223 (830
Net loss attribistable to Groupon; Inc. {102 668} (4,473)
Redemption of prefersed stock in éxcess of _
carrying. value {34,327) —
Adjushﬁe’n’l of :_ré:deemab_lc noncontrolling o
interests to redemption value {5485 (7.222)
Net loss attributable to:common stockholders $(146:480) $(11,695)
Net loss per share:
Basic $0.48). $0.02)
Diluted $ (0.48). $(0.02)
Weighted average number-of shares outstanding:
Basic " WT/9A12 644097375
Diluted ' 0709412 644007375

SOURCE: Grotpon, Inc. J0-0 (May, 15,2012), p. 5.
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1144 CASE 11 Growpos, Inc.

reported at US$72.41 on March 31, 2011, compared to US$71.77 on March 31, 2012.3 Rather
than adding revenue solely by acquiring more customers, Groupon was scarching for waysto -
increase the amount of revenue it received per subscriber from its existing base.

“We Don’t Measure Ourselves in Conventional Ways"

Investors and the Securities and Exchange Corumission began to question management’s
reporting of Groupon's financials. Although Groupon disclosed all financial data required by
the SEC, management stressed the importance of other, more unconveutionai metrics. The
company, which said that it did not “measure [itself] in conventional ways,” placed more
importance on metrics such as adjusted consolldated segment operating income, free cash
flow, and gross billings, rather than net income.* Groupon reported net losses in each of the
past three years and believed that unique metrics better reflected its financial Progress.

Groupon defined adjusted consolidated segment operating income (CSOT) as “the con:
solidated segment operating income before new subscriber acquisition costs and certain
cash charges.™ It betieved that adjusted CSOI was an important measure of the performiane
of its business since adjusted CSOI excluded expenses that managenent bc] 1ok,
indicative of future operating expenses. Free cash flow was defined as cash flow from: “Opera-
tions reduced by “purchases of property and equipment™™ and although the measure could be
revealing, Groupon acknowledged that it was a non-GAAP financial measure. Gross billings,
another proprictary metic, was the gross amount collected from castomers for Groupons
sold. Management viewed gross billings as a measurement of growth, but its use in revenue
recognition was a source of controversy. Wall Street observers argued that Groupon's use of
these non-GAAP measures was simply a strategy to portray its financials favorably in light of
its lack of profitability.**

In 2011, Groupon had to restate its earnings for ihe three menths ended March 31, 2011
“to correct for an error in its presentation of revenue.”” Groupon historically reported its
tevenue as the gross amounts billed to its subscribers. The revision required revenue to be re-
stated as the net of the amounts refated to merchant fees. This error prompted the company to
report a “material weakness” in its internal control over financial reporting.” The Condensed
Statement of Operations shown in Exhibit 8 for the three months ended March 31,2011, was
restated to show the net amount the company retained after paying merchant fees, Several
other income statement expenses were changed as well to align with the reporting of revenue
on a net basis.

Then, on Mareh 30, 2012, the company announced that it would also bave to Testate
carftings for the fourth quarter of 2011 after a higher-than-expected number of customers
demanded refunds. Going forward, management planned to improve its internal controls
for financial reporting. With significant errors and multiple financial restatements present in,

EXHIBIT 8
Groupon, Inc. Notes -As previoushy Restatemeént
to Condensed ) . __reported (unaudited) adjistment Asrestated

Consolidated
Financial State- Rﬁ\*elﬁ]@ $644,728 (349,2053 $ 295,523
menis for the Costof revenue $374,728 (334,963} $ 39,765
Ende oy Marketing. - $208209 21,876 $230,085

2011, In Thousands Selling, genersl, aiid _

{Unaudited)  administrative $178.939 (36,118) $142,821

SOURCE: Groupon, Inc. 15-¢ (May 15,2012). p. 11.
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Groupon's first year as a publicly traded company, investors continued to question the com-
pany’s disclosure methods and the reliability of its internal reports. Five federal class action
securities complaints, and six federal and two state stockholder derivative Fawsuits had been
brought against Groupon and its current and former directors and officers since the restate-
ment.** The addition of new members of the Board of Directors with accounting and financial

cxpertise was considered necessary to regain jnvestor confidence.™

Information Technology

Groupon did not equivocate regarding technology's importance to its operations and business
strategy:

We employ technology to improve the experience we offer subscribers and merchant pastners,
increase (he rate at which our customers purchase Groupons, and enhance the cfﬁmency of our::
business operatmas A component of ‘our strategy i 10 conlinue drwrelop]mr dnd reﬁnmg our
technology. ™

Almost all of the company’s communication with both cusiomers and rl
was electronic. It was important for Groupon to adopt an information :.yst_d at, would , ...,
Facilitate efficient comniunication with both merchants and customers. Groupon used 4 com-
mon information technelogy platform that enhanced communication while also providing
management and merchant partners the ability to track deal performance and analytics for
demographic data and capacity. The platform included business operations tools to track in-
ternal workflow; applications and infrastructure to serve content at scale; dashboards and
reporting tools to display operating and financial metrics for historical and ongoing deals;
and a publishing and purchasing system for consumers.*® Groupon used the platform only in
North American operations in 2012, but management planned to merge the system with the
company’s mofe segmented international information technology platforms. While there was
no timetable in place for this meve, Groupon reported that it planned to “enable greater cf-
ficiencies and consistency across [its] global organization

Information system platforms, as well as websites, applications, and back-end business
intelligence systems were hosted at data centets in Florida, Texas, California, and overseas
in Asia and Europe. For security purposes, Groupon used commercial antivirus, firewall, and
patch-managemeént technologies t protect and maintain systems located at the data centers.
To ensure the security of its website as well as customer transactions, Groupon also invested
in intrusion and pattern detection tools, as well as Secure Socket Layer (SSLY to provide
cncryption for transferring data. These security measures were easily scalable to zccommo-
date increasing numbers of subscribers.®

Marketing

Since the company’s founding, marketing had been at the core of Groupon’s business strat-
egy. Management’s aggressive marketing efforts fucled revenue approaching US$2 billion
in three years of existence. A first mever in the daily deal industry, Groupon owned number-
one market share in 37 of 48 countries served as of the first quarter of 2012.%' Specifically in
North America, Groupon held 53% market share, as of the second quarter of 2012.%
Critical to Groupon’s strategy was growing its subscriber and customer base. As stated
carlier, the vast majority of its investments to fuel this growth were through online marketing
initiatives: search engine marketing, display adveriiscments, referral programs, and affiliate
marketing.”* Groupon also marketed to merchant partniers to gfow the number and variety of
deals it could offer customers. To further increase merchant parteer growth, Groupon utilized
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CASE 11 Groupen, I,
a sales foree of over 5000 inside and outside representatives. The sales force was reSponsmle
for building partner relationships as well as providing local expertise.
The company focused the majority of its marketing efforts on demographics most likely
’ to use a Groupon: relatively young consumers more prone 10 search for discounts when shop-
ping and most likely to use the Internet or mobile applications to do so. According to Morpace
Inc., the majority of Groupon's customers (40.2%) were between the ages of 18 and 34,%' and
although women were historically more likely to purchase online coupons, men and women
bad been found almost equally likely to'use Groupon deals. As with all coupon users, Groupon
users had higher income,®

Groupon’s atfempt to participate in natiorial television ads during the 2015 Super Bowi
was widely criticized. A series of ads meant to “spoof™ typical celebrity-endorsed public ser-
vice announcements fell flat and many found the ads offensive.% Groupon dropped the ads
and ultimately stopped working with the advertising agency that created the spots.”

Groupen’s investments in marketing were substantial. Marketing expenses-were largely
variable, increasing significantly as revenues grew. For the years ended 2(}08 through 2011,
marketing expenses were reported at US$163 thousand, US$5:05 milfion, U33290,5 e
and US$768.47 million, respectively (sce Exhibit 4).

Distribution. The distribution of Groupon's deals relied heavily on !cchnoiogy. Deals were
distributed to customers directly through daily c-mails, websites, and mobile applications,
as well as through social networks. In an effort to reach more potential customers, Groupon
also utilized various online affiliates to display and promote deals on their websites. The
company’s “online affifiates” included eBay, Microsoft, Yahoo, and Zynga.™ Partnerships al-
lowed for the distribution of daily deals to not only Groupon's customer base, but also 1o the
affiliate’s user base. Groupon also partnered with thousands of smaller online affiiates that
could embed 4 Groupon widget on their websites and carn a commission whenever their site’s
visitors purchascd Groupons throngh the link.*® Management believed that leveraging affiliate
relationships online in this manner would extend the distribution of Groupon deals to a larger
customer base.

In an effort to attract more customers and to case communication with existing custom-
ers, Groupon launched a mobile application in March 2010. Deals were offered at no addi-
tional cost on the iPhone, Android, BlackBerry, and Windows mobile operating systems. The
applicaiions wllowed consumers to “browse, purchase, manage and redecm deals on their mo-
bile-devices as well as access Groupon Now! Deals that were offered based on the location
of the mobile user”™ In this way, the mobile applications promoted immediate deals based
on the customer’s desire and location. As of December 31, 2011, the Groupon App had been
downloaded over 26 million times.”

Groupon began targeting online social networks as another possible distribution chan-
nel. Datly deals were published through various social networks, while website and mobile
application interfaces also allowed consumess to push notifieations of deals to their personal
sacial network. Groupon acknowledged that social networks were not yet 4 “material portion

of customer acquisition.”’

Products.  Founded strictly as a daily deals service, Groupon historically did not offer much
variety in terms of deal categories. As its operations grew, however, Groupon made an effort
to transition “from offering deals only through email to having a local commerce marketplace
where customers can purchase Groupons for  variety of services and products from local,
national and online merchants.”™ In 2012, Groupon offered the following types of deals:™

% Featured Daily Deals were distributed by targeting technology to current and poten-
tial costomers based on focation and personal preferences. Daily deals were sent-to
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subscribers through mass e-mails and posted on the website and mobile application. This
product was launched in October 2008 and was offered in all North American and Inter-
national markets.

= Groupon's primary focus was on local deals, but the company also offered National
Deals from national merchants to build brand awareness and acquire new customers in
the North American market. It featored deals from over 100 national merchant partners,
including Domino’s Pizza, Sony Electronics, and The Body Shop.

= Groupon Now! deals were initiated by 2 merchant on demaud and offered instantly to
customers through mobile devices and the Groupon website. These deals targeted current
and potential customers within close proximity of the merchant, and the purchased Grou-
pons typically expired within & few hours of the deal Taunch. This product was launched
in the second quarfer of 2011,

&+ Growpon Goods enabled customers to purchase vouchers for products dm,ctly from the
website of mobile application. Deals were offered for a variety of prodiic atcgonev in-
cluding electronics, home and garden, and toys. This product was laun af’
2011 in sefect North American and International markets.

> Groupon.Getaways arc travel deals that feature domestic and jnternatic
and packege deals. Groupon Getaways was launched in Juty 2011

« Grouponlive is & partnership with LiveNation whereby Groupon serves as a local re-
source for LiveNation events and clienis of its global ticketing business, Ticketeaster.
GrouponLive is offered as part of the featured daily deals and was launched in May 2011.

= Groupon Rewards, a fre¢ service to merchant partmers that allowed customers to earn
reward points through repeat visits that could be used to unlock special deals, were
launched in October 2611.

Competition

Groupon rese to prominence in nncertain cconomnic conditions-during the Great Recession
and its slow recovery, Consumers began spending less as a result of the financial crisis, and so
the demand for coupons increased. At the same time, merchants began iookmg for new and ef-
fective ways of attracting business. This combination could explain why Groupon might owe
some of its unprecedented growth to the economic environment info which it was botn, but it
also explained the more recent blitz of competition Groupon has faced.

Andrew Mason's ided 1o apply the tipping point principle to online commerce and facili-
tate the leveraging of consumers’ collective power wus innovative and established Groupon
as a first mover in the daily deals segment. The case with which the business model could be
replicated, however—in concert with the strong demand for discounts—ensured that Groupon
would not be the only company competing for market share.

Groupon’s competition was fairly broad; the company competed with traditional offline
coupon and discount services, as well as newspapers, magazines, and other traditional media
comnpanies that provided coupons and discounts on products and services.” The most intense
competition was with compinies wtilizing the online daily deals business model—to whatever
extent and with whatever focus. Some such compétitors offered deals as an add-om to their
core business, while others adopted 4 business model similar to Groupon’s.” These included
GiltCity, DailyDeals.com, Bloomspot, and Eversave. Competition also existed in more nar-
rowly positioned companies that offered services more focused on particular merchant catego-
ries or markets, They included Daily Pride, for the Lesbian, Gay, Bisexual, and Transgendered
community; Jewpon, for the Jewish community; My Pet Savings, for pet-owners; and Group-
Price, for online businesses, among others.
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to grow, and promising new products were being pilot tested in specific markets. The com-

pany’s prospects looked brighter in 2012 than in years past, but it had yet to record 2 profit.
"Fhe question remained whether or not Andrew Mason’s Groupon could do so in the future.

NOTES

1.

L

an

26.
21

. Groupon, Inc. “Meet the Tearh, Merchont Resources.” hup:/

29.
. Thid.

p://0133129780.reader.chegg.com/readet/print. php?id=04afd919776add06864d174767al 2b30&name=Strategi... 3/20/20

Herb Greenberg, “The Worst CEQ for 20127 Market Insider,
CNBC. April 12, 2012, hup:fwww ciibe.com/idf47030593 (Jast
vigited Angust 20, 2012).

. The Amiazing Rise (and Inevitable Fall?) of Groupon. Oniine MBA.
huip:fiwww onlinemba.com/the-amazing-tise-of-groupon/

(Jlast visited July 16, 2012).

. Thid.
. Leah Goldman and Alyson Shortell, “Groupon: From The

Ashes Of a Dead Starsup to 'a Billion-Dollar Company In
2 Years.” Business Isider, Jime 4, 2011,

. Thid.
. Tbid.
. Bari Weiss, “Groupon’s $6 Billion Gambler.” The Wall Street

Journal, December 28, 2010,

. The Amazing Rise (and Inevitsble Fall?) of Groupon.
. Toid
. Christopher Steiner, “Meet the Fastest Growing Compary

Ever.” Forbes. August 30, 2010,

. Bvelyn M. Rusti and Senha Worthom, “Groupon Said to Réject -

Google's Offer” The New York Times, DealBuok. December 3,
2010,

. Alistair Barr and Care Baldwin, “Groupon’s 1PO Biggest by

.S, Web Company since Google,” Reuters. November 4, 2011,

. Groupon, Ins. J0-K (March 30, 20123, p. 3.

. Thid.

. Tbid,. p. 6.

. Ibid,

» Ibid,

. Christopher Siéinér, “Meet the Fastest Growing Compuny

Ever.”

, Sarah E. Needleman and Shayndi Raice. “Groupon Holds Cash

Tight.” The Wall Streer Journal, November 10, 2011.

. AriLevy. “Groupen Declines on Concern that Merchants Aze Retreal

ing from Daily Deals.” Bleomberg Businessweek. January 3, 2012.

i Thid: ©oty
. Andrew Mason, Groupon, Tne. 2011 Letter to Stockholders. p. 1.
. Groupot, Inc. JO-K (March 30, 2012}, p. 7-8. This section was

guoted directly with minor editing.

. Groupot, Inc, Investor Relations, hitp:#investor.groupon.com/

directors.cfm, {last visited July 15, 2012). This section was
quoted directiy with minor editing.

. Brine Womack, “Groupon Bolsters Board with AmEx’s Henry,

Deloitte's Bass.” Bloomberg Businessweek. May 1, 2012,
hitp:/fwww bloomberg. com/news/2012-04-30/groupon-adds-
amex-s-hensy-deloitte-s-bass-to-bolster-board-1-Jiml,
Groupon, Inc, J0-X (March 30, 2012), p. 14. This section was
quoted directty with minor editing.

Groupon, Tnc. 10-Q (May 13, 2012), p. 40.

www. grouponworks.cot/merchant-respuzcesfmeel-the-team
{last visited Augast 25, 2012).
Groupon, Inc. J0-K (March 30, 2012}, p. 21.

31
3.
33
34,

52.
53
. Shayndi Raice and John Letzing, “Groupen Forced to Revise

ibid.. p. 101.

Groupan, Ine. 2012 Proxy Statement {Fune £9,2012), p. 13,
Tbid.

Privce. Groupoi Inc. Report onGroupon complied by Priveo. March
2012, http:ffwww. priveo.comiprivate-company/grougan-ine,

. Groupomn, Inc. 10-X (March 30, 20£2), p. 38,
. Ieid., p. 43.
. Ibid., p. 46.
. Ibid,, p. 44.
. Ibid..p. 8.

. Thid..p. 74
- Thid., p. 44.
. Ibid. p. 48
. Mergeat Inc., Mergent Online. htpil

oM.

. Groupen, Inc. J0-K {March 30, 2012), p. 31.

. Groupon, Inc, 70-Q (May 15, 2012}, p. 5.

. Thid., p. 25.

. Thid.

. Groupon, Inc. §-7 (June 2, 2011), p. 1.

. Ibid..p. 9.

. Groupon, Inc. 10-K {March 30, 2012), p. 41

. Mariclle Segarra. “Groupon CFO Defends Use of Non-GAAP

Measutes” CFO.com, Pebruary 10, 2012, hiipdiwwwi.cfo
com/farticlef 201 2/ 2faccounting-tax_groupon-cfo-jason-child-
defends-non-gaap-metrics. '
Groupon, Ine. 10-Q (May, 15,2012}, p. 16.

Tbid., p. 15.

Results.” The Well Street Journal. Aprit 2,2012.

55. Groupon, Inc. J0-@ {Aupust £4,2012), p. 16.

36.

51
. Thid.
59.
. Thid,
61,
62.

63.
. ¢Marketer, “Groupon and the Online Deal Revolution”

65.
. Philip Caulfield. “Groupon Super Bow! Ad Falls Flat; Slammed

Douglas MacMillan, “Groupon Is Said to Seck New Directors
After Restaternent.” Bloomberg Businessweek, April 24, 2012,
Btpaifwww bloomberg.com/mews/2012-04-24/groupoa-is-said-
to-seek-new-directors-afler-revenue-sestatement. himi,
Groupon, Inc. 10-K (March 30, 2012), p. 11.

Ibid.

Groupon, Inc. Investor Presentation. June 2012.

Douglas MacMillan, “Groupon Loses Market Share as Oniine
Duily- Deals Decline.” Bloomberg Businessweek, August 15,
2012, hitp:fwww businessweek.com/news/2012-08-15/groupon-
loses-market-shase-as-online-daity-deals-decline.

Groupon, Tne. 10-K (March 30, 2012), p. 8.

eMarketer, June 7, 201 1.
Thid.

for Making Fun of China-Tibet Conflict.” New York Daily
Nesws, February 7, 2011 hitp:/farticles.ydaitynews.com/2011-
02-07/entertainment/ 285356983 _1_groupon-ceo-andrew-
mason-fibetans-ads-aad-one,




ypyright | Prentice Hall | Strategic Management and Business Policy | Edition: 14 | mrodr842(@fiu.edu | Printe.

68,
69,
70.
. Ihid.
72.
73.
74,
75,
76.
77. Evelya M. Rusli. “LivingSocial Looks to Rajse $400 Million.”

78.
9.

67.
BU0E Agency for Super Bowl Ads.” Adveriising Age. March 21,2011

Groupos, e,

CASE 1}

Rupal Parekh, “Groupon CEC: We Flaced “Too Much Trust in

hitp://adage.com/article/news/gronpon-ceo-relied-agency-
howl-ads/ 149498/,

Groupon, Ine, 10-X (Maceh 20, 2012}, p. 8.

Thid,, p. 10..

Tbid.

Tbid,

Toid, p. &

Tbid. This sectior was quoted dircetly wish minor editing.
Tid, p. 11

Toid.

The New York Times, DealBook. December 7, 2011,
LivingSocial, home page. www LivingSocial.com.

Thomas Heath and Steven Overly. “LivingSocial, Based in
DC., Raises $400 Million as It Vies with Groupon.” The
Washington Post. April 5, 2011. )

0.
81,
82
83
4.
5.

86.

87.

“Growing Up Fast: AmazonLocal Celebrates First Binthday
with Sweepstakes.” The New York Times. June 1, 2012,

Miguel Helft. "Google vs. Groupon.™ The New York Times,
Bits Biog. Juns 1,2011.

Groupon, Inc. 10-K (March 30, 2012), p. 12.

hid., p. 82.

Tbid,, p. 12.

Kelly Soderlend. “Dental Groupons, Incentives.” ADA News,

November 21, 2011, htipffwww.ada.org/news/8576.aspx
Donna Goodison, “State: Groupon, Online Discounters Can’t
Offer Alcoltol Deals” Bostwn Herald.com, March 14, 2011
htsp:/ibostonherald.com/jobfind/newsfiechnology/view/
2011_03 [4massachusetts_groupon_online_discounters_cant_
offer_happy_hour_alcohol_deals_state_groupon_online -
discounters_cant_offer_aicohol_deils
Groupoen, Tne. 10-Q (May, 15, 2012), p. 5.

Page 1 o

://0133129780.reader.chegg.com/reader/print.php?id=04afd919776add06864d174767a1 2b30&name=Strategi... 3/20/20




