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How to win the location-based shopping war — by
Laurie Lamberth
August 2010 marked the beginning of the location-based services (LBS) mobile
shopping war, when the likes of shopkick, ShopAlerts, AisleBuyer, and Facebook
Places launched. Then, from late 2011 and into early 2012, the conflict took its first
significant turn. That’s when big retailers Wal-Mart, Home Depot, and Costco joined
the fray, rolling out branded smartphone and tablet shopping apps that offered a
broad array of features and integrated seamlessly with their websites and in-store
experiences. In April 2012 Intuit bought AisleBuyer, which continued the trend of
larger entities entering the arena and will eventually provide its small-business
customer base with a quick and easy way to move into location-based marketing.
Welcome to the age of “omnichannel marketing,” an environment in which customers
rely less on traditional sales channels than on brand interactions across multiple
touchpoints that include the web, mobile, social, retail, and call centers. By providing a
rich, multiplatform shopping experience that gives customers the information they
need whenever it’s most useful — before or at the point of purchase — brick-andmortar retailers can fight back against showrooming, where shoppers use their
smartphones to locate outlets that offer lower prices.
Indeed, more than half of mobile phone owners use their phones to gather product
information while in a physical store, according to a Pew Research report on the 2011
holiday shopping season. Thirty-eight percent phoned a friend, 24 percent searched
for product information, and 25 percent sought out price comparisons or bought the
item from an online retailer. This last statistic reinforces the idea that information is
more important than price when it comes to mobile product research.
The location-based shopping market has a predicted growth rate of more than 90
percent through 2016. Big trends driving this growth include escalating consumer
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adoption, increasingly capable and integrated shopping applications, and the rise of
sustainable revenue models for location-based marketers.

Current market
Early location-based shopping apps look spindly compared to today’s apps. As profiled
in my September 2010 GigaOM Pro research note “Shopping matters when it comes to
location-based apps,” early location-based shopping apps relied on user-initiated or
automatic check-in at a retail location or the customer’s presence within a GPS-based
geofence to push local offers to the customer’s mobile phone. Most of these apps failed
to produce enough customer value to survive, as detailed in the following annotated
diagram from the note.
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Figure 1. What happened? Social and location apps mashup from September 2010, as of
September 2012
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Today’s mobile shopping apps like Intuit’s AisleBuyer and Shopkick include a
significantly larger set of value points for their users than deals and discounts alone.
Location-based shopping apps profiled in Table 2 also provide product information,
reviews, recommendations, availability, price comparisons, prescription refills, photo
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uploads for printing, shopping lists, in-store and mall routing and navigation, running
tabs, loyalty and reward points, contests, social shopping, and/or self-checkout or
checkout that racks up rewards based on current or cumulative sales volume.
Innovation is constantly expanding this universe of capabilities.

Market size
Location-based shopping apps fall within the location-based advertising market, which
also includes location-based mobile advertising. Analyst forecasts summarized in the
chart and table below place the current location-based advertising market between
$500 million and $1.5 billion (setting aside the 2009 TechNavio forecast, which seems
to be four years early). The forecasts vary widely in the outer years, ranging from ABI’s
extremely conservative $1.8 billion forecast for 2015 to Juniper Research’s profoundly
aggressive $12.4 billion prediction for 2014, less than two years from today.
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Figure 2. Location-based advertising market forecasts

Source: Lamberth & Assoc.
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Berg Insights’ May 2012 forecast takes a reasonable middle ground, yet even this
forecast predicts a meteoric 91 percent compound annual growth rate (CAGR) for
location-based advertising between 2012 and 2016.
Is that achievable? We believe so, for four reasons:
First, according to another Pew Research study, summarized in Table 1, consumer
adoption of LBS mobile apps has leaped forward, with 18 percent of U.S. smartphone
owners — 10 percent of the adult population — using check-in-based location apps.
That’s up from only 4 percent in 2011 and should continue to rise as shoppers become
more comfortable with trading their location data for monetary rewards and steep
discounts.

Table 1. In-store mobile phone use during the holiday shopping season
All adults

All cell phone
owners

All smartphone
owners

2011

2012

2011

2012

2011

2012

Get location-based
directions or information

23%

41%

28%

46%

55%

74%

Use a geosocial or checkin service

4%

10%

5%

11%

12%

18%

Source: Pew Research

Second, location-based shopping companies are building real revenue models.
Foursquare and LevelUp, the mobile shopping app launched by social game publisher
SCVNGR, have launched paid-advertising services that leverage their huge base of
historical check-ins and otherwise nonrevenue-generating members. In an interview
with GigaOM Pro, Foursquare’s director of Sales and Revenue Operations, Eric
Friedman, said the company “has over 2.5 billion check-ins to mine and leverage.”
Shopkick, the mobile app that offers users rewards just for physically walking into
stores, has found its feet and is building a solid revenue stream, with the backing of
top-tier national retailers including Target, Macy’s, Toys R Us, and Crate & Barrel.
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Shopkick’s business value relies on attracting shoppers into stores. For example,
shopkick is launching offers at Exxon Mobil stations designed to entice drivers to visit
the station’s convenience store for a soda or candy bar instead of just paying for gas at
the pump.
It’s too early to tell which revenue models will be the most successful, and there are
bound to be more options to come. Shopkick’s early lead, though, gives it pole position
in the location-based shopping revenue race.
The entry of big brands into location-based shopping is the third reason for optimism.
While this market has been led by venture-backed startups, big retailers and brands
have been watching from the sidelines to see which approaches capture customer
attention and drive them into stores to spend money. Big retailers such as Wal-Mart,
Home Depot, and Costco are integrating those learnings into their own shopperengagement strategies, which will help fuel the straight-up growth predicted for the
segment.
Finally, there’s Intuit’s acquisition of AisleBuyer. It makes sense that Intuit, the No. 1
provider of small-business-management software, would gobble up AisleBuyer, a
location-based shopping app that has differentiated itself with a self-checkout feature
integrated with the store’s point-of-sale (POS) system. While few think of Intuit as a
credit card processor, Intuit’s Merchant Services and GoPayment mobile payment
service (a competitor to Square) have cornered a significant share of the smallbusiness transaction-processing market. Adding AisleBuyer’s self-checkout capability
to QuickBooks POS makes perfect sense.
But there’s more: Besides streamlining checkout and breaking the sales staff loose
from the registers to work with customers on the showroom floor, AisleBuyer
encourages engagement through shopping lists compiled at home or in the store by
scanning product bar codes and offering deals and recommendations based on cart
contents, location-based discounts, and loyalty rewards. As Trevor Dryer, Intuit’s head
of Product Management for Mobile Payments and Point of Sale, put it, “Integrating
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AisleBuyer into QuickBooks POS allows us to bring an enterprise-grade, ‘Amazon
quality’ experience to small businesses, giving them the same tools big retailers have.”
Intuit’s revamped POS and payment apps should open a floodgate of small retailers
jumping into the location-based shopping arena.

Trends to watch
Omnichannel marketing
Location-based shopping apps are ground zero for omnichannel marketing campaigns.
Omnichannel marketing is a process whereby advertisers attempt to capture shopper
attention as early in the buying cycle as possible and maintain that interest without
losing the shopper to third parties at critical points. For example, an omnichannel
retailer will provide product information, reviews, and recommendations within its
own site instead of letting the customer turn to Google Shopper or another
information source that could divert the customer to another retailer. Omnichannel
campaigns also provide direct traceability of offers to sales, the “holy grail” of
marketing measurement. Figure 3 describes the omnichannel marketing process.
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Figure 3. Omnichannel marketing continuum

Source: Lamberth & Assoc.

Wal-Mart, Home Depot, and Costco stretch toward omnichannel marketing by
blending their web, mobile, and in-store customer experiences. For example, WalMart customers can shop at home on walmart.com and choose to have a product
delivered, pick it up at the store, or add it to their shopping list. Once at the store, WalMart’s iPhone app provides aisle locations for items on their list, keeps a running tab,
and provides a digital version of the store’s weekly circular.
Similarly, Intuit’s acquisition of AisleBuyer complements its strategy to create a
customer-surrounding marketing platform. Retailers can easily set up an online
presence using Intuit Websites and jump into ecommerce sites with SimpleStore.
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AisleBuyer adds location-based advertising and self-checkout, while Intuit’s April 2012
acquisition of Demandforce signals coming support for online and social marketing.
Table 2 below shows how a cross section of location-based shopping apps measures up
regarding omnichannel marketing. Apps that cover larger portions of this continuum,
such as Wal-Mart’s and Costco’s, have a better opportunity to capture and contain
shopper attention and turn that attention into measurable sales.
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Opt-in messages and offers
Targeted direct or digital ads
Traditional or digital run-of-network venue ads
Reach current and prospective customers
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Reviews
Recommendations and bought-also-bought
Pricing comparisons
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Proximity: place and time
QR or bar code scan for product info
Add to shopping or wish list
Product location
In-store deals
Product information
Shopping list and running tab
Recommendations and bought-also-bought
Scan into cart or basket
Linked credit card for loyalty points or rewards
Pay within app
Loyalty program
Customer or warranty service
Referrals, reviews, Likes, shares
Upgrades and accessories
Restock or refill schedule

Friend recommendations

Location-based ads
AWARENESS
DEALS

DISCOVERY

White-label,
(e.g., Point
Inside, Bizness
Apps)
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Table 2. Omnichannel marketing: how today’s apps stand up

FOLLOW UP
AND SUPPORT

Store apps:
Wal-Mart,
Home Depot,
Costco

Intuit and
AisleBuyer

Aisle411

Shopkick

Foursquare

LevelUp

Add-in modules
provide varying
functionality

IViu

Google
Latitude
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Google
Shopper
Yelp
Groupon
Source: Lamberth & Assoc.

Local vs. national
The distinction between local and national is a major consideration in location-based
shopping. Companies that primarily serve small, local merchants including Groupon,
LevelUp, Foursquare, and Yelp must hire and train large sales forces to reach, sell, and
retain local merchants. These players compete directly for limited small-business
advertising budgets in a highly fragmented market. Do they offer a deal on Groupon?
Advertise on Yelp? Claim their business on Google and Foursquare? Due to the relative
youth of the location-based shopping segment, no studies have been published yet that
describe how small-business owners are using location-based shopping tools or which
ones are most effective.
On the other side, location-based services that focus on serving large, national retailers
enjoy economies of scale, including shopkick and Aisle411. In an interview with
GigaOM Pro, shopkick CEO Cyriac Roeding said that as of August 2012, shopkick is
live in 7,000 U.S. stores — a footprint that has doubled over the past year. Its recent
strategic partnership with Mood Media also enhances shopkick’s ability to scale,
though Roeding says entering the small-business market is not on the company’s nearterm road map.

Big data
By connecting data collected by retail mobile applications to big data analysis engines,
retailers and others can begin to understand the movement of people and crowds
through public spaces over time. Mining location-based shopping databases is still
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new: Two years ago most of the applications generating this data did not exist. Both
Dryer of Intuit and Seth Priebatsch, LevelUp and SCVNGR’s founder and chief ninja,
mentioned in interviews with GigaOM Pro that they mine the databases built via their
location-based social networks to identify retailers that might benefit from locationbased offers.
Eventually large-scale number crunching against mobile location databases will
improve audience targeting in all digital media channels by allowing mobile ad
networks, digital signage networks, and other digital media channels to target ads
based on where people actually are, on average, and to specific individuals or highly
evolved demographic surrogates. Mobile phone check-in and purchase data will also
become important for other purposes, including store planning, building and mall
designs, and even public-safety concerns such as planning evacuation routes.

Companies to watch
If you want to monitor the pulse of the location-based shopping segment, start by
tracking the companies listed in the omnichannel marketing table above. In particular,
pay attention to:
Intuit and AisleBuyer. Intuit should provide an on-ramp for thousands of small
businesses to enter the location-based shopping arena through its AisleBuyerenhanced point-of-sale (POS) and merchant-services apps. With its recent addition of
Demandforce, Intuit is worth watching for more acquisitions as well.
Shopkick and Aisle411. Shopkick and Aisle411 lead the national-brands side of the
market, with aggressive plans that could double their customer bases and revenues
within the coming year.
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Foursquare. Foursquare’s recent move into promoted updates provides its first
reliable revenue stream and could pave the way for similar paid ads in other locationbased shopping apps.
LevelUp. LevelUp’s unique approach to payment processing, which saves merchants
transaction-processing fees and builds local value for shoppers, should be interesting
to follow.
Wal-Mart. Wal-Mart covers the biggest swath of the omnimarketing continuum and
is masterful at integrating the customer experience across smartphones, tablets, the
web, and in the store. Home Depot and Costco also have similar multichannel digitalmarketing programs: Watch for more news about how these programs perform with
respect to customer satisfaction and revenue generation.

Looking ahead
Smartphones will increasingly become a hub for retail activity: Mobile is at the eye of
the storm of shopper marketing innovation. With smartphone penetration and
customers’ comfort with disclosing their location to a shopping app both rising,
predicted growth in this segment — while seemingly astronomical — may be
conservative. Privacy should not be an obstacle, since mobile retail activities are 100
percent opt-in. However, transparency in how information is collected, secured, and
used is needed to spur adoption and maintain growth.
Big brands and retailers that need to roll out regionally or nationally consistent
programs will enter the location-based advertising market, either directly or with
partners such as shopkick or Aisle411. Location-based apps that cater to local retailers
will also grow, though location-based app providers that focus on local retailers may
have difficulty reaching scale. Intuit’s service-provider approach to this market may
prove to be a winning play.
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Further reading
A global mobile handset forecast: 2011–2015
Eighty-five percent of the global population owns mobile phones currently. Meanwhile
the growth of new activations and replacement devices in highly populated areas of the
Asia-Pacific region will be an important driver for handset growth in the future.
Drivers for handset growth include an increased number of subscribers in developing
countries, the rollout of 3G and 4G wireless networks, and shorter upgrade cycles for
technology.
Research In Motion: future scenarios and its likely fate
Research In Motion is a different firm today than it was in 2007. It has new
management, a full awareness of the gravity of the situation, restless investors, an
upcoming OS release, and a number of lingering advantages that can still be leveraged.
What might the future hold for RIM? CEO Thorsten Heins has said he plans to
surprise critics with RIM’s transformation. But in case you don’t like surprises, here’s a
brief look at the most likely scenarios for RIM going forward and their probability of
occurring.
App discovery: thinking outside the search box
Discovery. It’s the thorn in everyone's side. Fortunately, more than a dozen companies
have cropped up to solve the app-discovery situation. Here are a few that are thinking
about the issue in exciting ways: outside the search box, outside the app store, and
outside traditional mobile devices.
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