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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 lawsuits 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
expertise was considered necessary to regain investor 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 partners,
increase the rate at which our customers purchase Groupons, and enhance the efficiency of our
business operations. A component of our strategy is to continue developing and refining our
technology.”’

Almost all of the company’s communication with both customers and merchant partners
was electronic. It was important for Groupon to adopt an information system that would
facilitate efficient communication with both merchants and customers. Groupon used a com-
mon information technology 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 more segmented international information technology platforms. While there was
no timetable in place for this move, Groupon reported that it planned to “enable greater ef-
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 centers in Florida, Texas, California, and overseas
in Asia and Europe. For security purposes, Groupon used commercial antivirus, firewall, and
patch-management technologies to 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 (SSL) to provide
encryption for transferring data. These security measures were easily scalable to accommo-
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 fueled revenue approaching US$2 billion
in three years of existence. A first mover 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
earlier, the vast majority of its investments to fuel this growth were through online marketing
initiatives: search engine marketing, display advertisements, referral programs, and affiliate
marketing.®* Groupon also marketed to merchant partners to grow the number and variety of
deals it could offer customers. To further increase merchant partner growth, Groupon utilized
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