
Group-buying websites like Groupon and
Living Social build databases of names
and e-mail addresses to whom they send

daily e-mails offering coupon promotions at deep
discounts. Group-buy sites find businesses will-
ing to offer deep discounts in exchange for
a percentage of each coupon sold along
with the opportunity for increased mar-
keting exposure. 

Consumers sign up at these
sites and receive daily group-buy
coupon offers. Consumers who
want to buy one of these coupons then
pay for it in advance through the
group-buy website. The consumer

then
redeems the
coupon at the
local business or,
in some cases,
online. 

The business model
varies from site to site.
Some sites like Groupon
require a minimum num-

ber of people to buy the daily coupon for the deal
to activate, while others reward consumers for
inviting friends to buy the same coupon. These
sites make their money by taking a cut of each
coupon sold by a local business. The lure of this
method of advertising is strong, given that it
requires no upfront cost to the local business, and
the business only pays in the form of a discount
for actual coupons redeemed. For many small
businesses this is a win-win marketing opportuni-
ty, but for others it can be a financially dangerous
venture. 
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The Lure of Groupons

E-Marketing
by Kirstie Bennett

Group-buying 
Services
Groupon, founded

in Chicago in 2008,
was the first and is currently the

largest of the group-buy sites.
Groupon boasts a presence

in over 400 markets and
thousands of cities world-

wide. It claims to have
30 million subscribers

with 32 million coupons
sold. Groupon sends a daily e-mail to
each subscriber offering a “Daily
Deal” in the subscriber's city along

with “Side Deals” that are identified
once the e-mail is opened. The main
deal runs for one to three days and
is identified in the e-mail subject
line. 

Groupons are structured in the
form of coupons sold for roughly
40 to 60 percent off a certain dol-
lar value. For example, recent

framing Groupons have sold for $50 for $100
worth of custom framing. Groupon then takes half
of the $50 coupon price and sends the remaining
$25 for each coupon to the business in the form
of one check per month for three months. Most
coupons have expiration dates of six months to
one year, and the local business sets most, but not
all, of the coupon terms. Groupon also offers
incentives through an affiliate program. Finally,
Groupon writes quirky, engaging copy on behalf
of the participating business for each deal of the
day and now offers online and mobile application
redemption tracking.

Illustration courtesy of

the San Francisco

Business Times.

Are group-buy
coupons right for
your frame shop?

Maybe.
Or maybe not.
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Living Social is catching up to Groupon in popularity
and differs in that it requires no minimum number of
purchases to activate the offer. Daily deals are offered for
sale for only 24 hours, and the site offers incentives for
bringing friends on board via social networking. This site
pays businesses for their share of the voucher revenue
within 15 days.

There are dozens of other group-buying sites catering
to different geographic areas and interests. Specialized
group-buy sites range from offers to new moms to sites
giving a percentage to charity to environmentally sound
product coupons
and services.
Green Box Top,
founded in San
Francisco, focuses
entirely on green
bargains from
socially and envi-
ronmentally con-
scious businesses.
It is currently in
three cities and, like other group-buy sites, claims to be
quickly growing.

The Lure of the Deal
Arguments for the use of group-buying sites by small
businesses seem like a no-brainer. Group-buy coupons
can create exposure and attract new customers. As poten-
tial group-buy customers try to find out more, the busi-
ness's website traffic spikes as do phone and e-mail
inquiries. New customers come in to redeem their
coupons, and if they have a good experience they may
return as loyal clients. Group-buy coupons also tend to
attract a younger clientele, which can add a profitable
new demographic to an older business. A group-buy deal
will also provide additional cash flow as the group-buy
company pays the business for its share of the coupons
sold. Additional cash flow comes in as the coupons are
redeemed. Even coupons that are not redeemed still bring
in initial revenue. 

Group-buy companies often promote their services as
an opportunity that a business cannot afford to turn
down. What business would not want to take advantage
of free advertising, free social media exposure, new cus-
tomers, and guaranteed return on its advertising invest-
ment? Although there is no upfront cost to initiate a

group-buy deal and the rewards can be great, small busi-
nesses must carefully evaluate the actual costs of offering
deep discounts in the hope of attracting new business. 

The Pitfalls
Unless a small business considers all factors in a group-
buy offering, it is easy to lose money on the deal. Busi-
nesses that offer services rather than products can some-
times afford to offer deep discounts if they are willing to
trade their labor for the chance of developing new long-
term business. Those that only offer products at up to 60

percent off and have a huge response to the offering may
lose their shirts. Group-buy coupons often attract a type
of bargain-hunting customer who is only interested in a
one-time deep discount, low-ticket purchase. Coupon
buyers may not read the fine print on the offer and may
then be disappointed when they redeem their coupons.
Disappointed customers can lead to negative word of
mouth, which is especially damaging if it is publicly
expressed online. 

If a business is not prepared, heavy traffic at the
beginning or end of a coupon offering can also sour the
experience for customers and create havoc for the small
business. Coupon sale dates are often sprung on small
business at the last minute with little time to prepare in
advance for staffing, inventory, and holidays. Group-buy
companies do not provide customer contact information,
and poor planning for follow up data collection can
severely lessen the value of potential new customer acqui-
sition. Moreover, deep discounts can cheapen the per-
ceived value of a business owner's product and may open
the door to a slippery slope that leads to dependence on
discounting and ultimately to business failure. 

Choosing a Group-buy Company
If you do decide to offer a group-buy deal, compare com-

Creating a spreadsheet to record voucher redemptions can help you better track the results of group-buy coupons.
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panies by asking questions:

How to Structure the Deal
Carefully choose your coupon value and discount.

Limit the number of coupons a customer can pur-
chase.

Limit the deal to higher margin sales.

Putting a negative amount (-100.00 as shown above) in a materials price box ensures that the dollar discount will be
clearly marked on a customer's invoice. It is important for customers to see both the regular framing price and their
voucher discounts. Experiment with similar features in your POS software to ensure that you can easily find and quantify
your voucher sales for both statistical and marketing purposes.
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tomer spending over the amount of the coupon. Think
about your average ticket to make sure that there will be
money spent over the coupon value. That part of the
sale is not discounted and, along with repeat business
generation, this is key to the success of a profitable
group-buy framing deal. That is why I recommend lim-
iting your coupon to normal custom framing.
Create a sense of urgency. Give your coupon a six-
month expiration date. This will give buyers enough
time to redeem their coupons and will spread out the
response over several months. Expira-
tion dates that run longer than six
months may have less sense of urgency
and may not be redeemed. 
Negotiate your terms. Although
group-buy companies have a standard
percentage that they take on every
coupon sold, if they want your busi-
ness you may be able to negotiate that
percentage. You may also be able to
negotiate a set date for your coupon to
run and a set expiration date so that
you are not stuck with an expiring
coupon on December 24.
Control the fine print. All coupons
should not be allowed to combine
with other coupons or offers. Most
companies will take care of this fine
print for you, but make sure that you
proofread your coupon carefully
before it is sent to 350,000 sub-
scribers. 

How to Handle the Response
Staff up. Your response may be heavy on the first and
last weekends of the valid coupon dates. Make sure you
have adequate staff to handle a rush of business and
prepare your staff to work overtime. Not only will they
be handling a potential rush, but they will also need to
serve your regular customers. On the last Sunday of our
shop's Groupon offer in November 2010, we wrote
over 30 framing orders in five hours. You may want to
have a number system in place, as your busiest day will
be hard to predict. On the day your offer hits thou-
sands of e-mail in-boxes, have someone available to
answer the phone to field questions about the offer and
give price quotes. This will be your first contact with

many new prospects and you want to make sure you are
welcoming and encouraging. You must train your staff
adequately. Print extra copies of the coupon and edu-
cate your staff on the fine print. Your designers will also
need to be prepared to expect a different type of cus-
tomer than they may be used to. Many of these cus-
tomers will be new to custom framing and will be sur-
prised at the cost. Make sure your staff knows how to
offer lower-priced alternatives while staying within the
terms of the coupon. Expect more customer education

and less demand for preservation framing. New cus-
tomers may also not understand the time it takes to
design a framing order or the need to order materials
and the waiting time involved. They may not under-
stand the offer, and they will certainly try to break the
terms of the coupon. Some may be angry or feel let
down because they did not thoroughly read the offer in
the first place. You and your staff will need patience to
deal with these situations in a positive manner.
Set up your POS and record redemptions. Make a
spreadsheet to record all group-buy redemptions. Your
group-buy provider will send you a list of purchaser
names and voucher numbers. Your chart should include

An example of a Groupon, one that was offered by The Framer's Workshop on May 10, 2010.
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columns for the group-buy customer number, name of
purchaser, date redeemed, customer initials upon
redemption, name on framing order, and a space to
indicate if this is a new customer. When our Groupon
customers place framing orders, we ask them to initial
their redemption and we highlight their names on the
chart. This makes finding
remaining customers much easi-
er. Sometimes customers use
nicknames or spouses' names on
their initial purchases, so find-
ing them by Groupon number
eliminates errors. Set up your
POS software to mark each
group-buy customer. In
FrameReady, we typed
“Groupon” into the customer
notes field. We added
“Groupon $100” to the drop-
down materials menu under
“Other.” We checked the boxed
marked “Constrain to 1” and entered -100.00 in the
price box. Constraining the discount to one prevents
the software from discounting multiples of the same
framing order and ensures that the dollar discount will
be clearly marked on the customer's invoice. It is
important for customers to see both the regular framing
price and their voucher discounts. Experiment with
similar features in your POS software to ensure that you
can easily find and quantify your voucher sales for both
statistical and marketing purposes. 

Make It Profitable
Aside from clear limitations regarding poster specials,
diploma or jersey specials, and ready-made frames, you
should also make it a requirement that each group-buy
customer be asked for his or her full contact information
including e-mail address. A good portion of the value of a
group-buy campaign is being able to market to new cus-
tomers. We immediately put each Groupon customer into
our newsletter database. You only have one chance to
encourage repeat buying, so make the redemption experi-
ence enjoyable and get a customer's contact information
for future marketing. Our biggest goodwill hurdle was
explaining to customers that they had purchased a coupon
that could not be used on our package special framing.
Most were satisfied once we showed them the terms print-

ed on the coupons they brought in and explained that
these items were already discounted. We found that we
were able to increase goodwill if we made it clear to these
fledgling customers that we offer great deals on our pack-
age special framing for additional and future purchases.
Some chose to frame using a poster special and saved their

Groupon for another day; a few walked out and did not
return. Finally, framers should not inform current cus-
tomers of the group-buy coupon deal. You don't want to
give group-buy discounts to your existing customers; you
want the offer to bring in brand new business.

Sample Data
Group-buy results vary considerably among frame shops.
Your response will depend upon the size of your metro-
politan area, the group-buy company's presence in your
area, whether your coupon is a main or side deal, and the
terms of your offer. Although frame shop results are diffi-
cult to compare, several framers shared their outcomes.

Molly Boone-Jones, CPF, at Seattle Custom Framing
sold 251 Groupon vouchers in October 2010. Her
Groupon is running for 12 months. Four existing cus-
tomers purchased vouchers and 221 were new customers.
She has had 59 redemptions and over $12,000 in sales
over the amount of the voucher in the first five months of
her deal. She says, “The whole point for me was to bring
in some new customers and earn the chance to turn them
into repeat clients.” Although her deal has a long time to
run, she adds, “So far, Groupon customers seem very
interested in whether or not this is helping your business.
They're not unaware of the negative social media atten-
tion that these types of deals are getting. I often explain

This graph shows daily website traffic. Note the spike on the day when the Groupon hit. Be prepared for a similar increase on
the day your deal runs.
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that this is 'marketing' so that I can meet new customers
that might not ever have come to the shop otherwise.”

Jim Paradis, CPF, of Baldwin Hill Art and Framing in
Natick, MA, near Boston, sold 344 $50-for-$125 vouch-
ers. When he wrote, his deal was still running. To date, he
had 180 vouchers redeemed from 140 unique customers,
and all but four were new customers. His average ticket
was $243. He has already had seven Groupon customers
return for more framing. Jim expects more repeat business
from his Groupon customers in the future. Would he do
this again? “Probably. As gas heads towards $4 per gallon,
I foresee a steep drop in business; a Groupon deal com-
bined with strategic price adjustments could counterbal-
ance this and keep us going through what promises to be
another very lean period.”

John Keglovich of The Frame Center in Ohio reports
that he sold 99 Groupons in 24 hours in July 2010. He
sold $70 vouchers for $30 each. Only three were sold to
existing customers. His deal is still running, and 33 have
been redeemed so far. Would he would run another
Groupon deal? “Maybe,” he says. “It was certainly prof-
itable, but consumers' feelings towards Groupon are
changing. Besides their questionable television commer-

cials, consumers are more wary of bait-and-switch stores
that really don't offer the discount. We made sure that peo-
ple could buy a frame for the value of the Groupon without
spending any more money, all the way up to 32”x40”, stat-
ed it clearly in our ad, and put an informational notice on
our website the day of our Groupon.” John adds, “The abil-
ity to sell design in a way where the customer appreciates
the added value wins the day. One of the most important
things to consider when running this kind of campaign is
how the consumer will view you. Tens of thousands of peo-
ple in your local community will see you. You'll get thou-
sands of hits on your website. Will your website entice them
or turn them off? If you grab the attention of so many peo-
ple and do not impress them, you're damaging your busi-

Tips for Framers
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