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Mobile Local Media: Analyst Picks  
and Predictions for 2012

Summary: Each year BIA/Kelsey predicts the 
next 12 months’ events and market conditions 
across each of its programs. As we begin 2012, it’s 
time to evaluate current mobile market conditions 
and offer our predictions. What follows is a mix 

of technology, usage and advertiser trends meant 
to guide those at various stages of mobile strategy 
development. We’ve included 10 predictions, each 
with a boiled-down nugget of “what to watch,” as 
well as highlights from last year’s outcomes. 

A lot happened in the mobile space during 2011. 
We saw the continued emergence of products 
and apps that build on the robust form factor 

of touch-screen-based smartphones. Smartphone 
penetration is now 44 percent of U.S. mobile subscribers, 
according to Nielsen. 

Location check-ins, which we heard so much about in 
2010, continued to evolve with a more discernible user 
value exchange and path to monetization. Mobile payment 
products began to lift off the ground, and consumer app 
volumes escalated into the seven-digit range. 

We also saw the passing of Steve Jobs, the pioneer 
of the very form factor at the center of all this growth. 
It was Jobs who predicted the “post PC era” we’re now 
entering, which will receive most of the mobile sector’s 
attention, investment and growth going forward.

As this era unfolds, we’ll see an explosion in 
innovation around mobile technologies that transcend 
the idea of a “cellphone.” This of course includes tablets, 
but also more nascent form factors such as in-auto, 
portable display, wearable and biometric interfaces. 

A contributor to such growth will be technology 
involving sensory inputs like voice and visual search, 

such as Apple’s Siri personal assistant. Other emerging 
areas like augmented reality and QR codes will continue 
to capture the industry’s imagination but won’t reach 
critical mass of user adoption in 2012. 

As we’ve learned from the past three-and-a-half years 
since the iPhone’s introduction, successful companies 
building applications and interfaces on these platforms 
will do so from the ground up. 

In other words, winners will execute better alignment 
of hardware and software. Losers will port over existing 
products and play catch-up with those unencumbered 
by legacy models, cannibalization concerns and 
organizational inertia.

That’s the broader view of where we are in the mobile 
sector’s evolutionary path and the meta trends that will 
affect its outcome. Adjusting the focal length to the 
specific market factors and events that will play out in 
2012, here are our top 10 predictions. 

1. Mobile Market Growth
2012 U.S. mobile ad revenues will grow 50 percent 
over 2011, reaching $1.6 billion. The share of mobile 
ad spending attributed to location targeted ads will 
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reach a majority (“location targeted” defined as ads with 
geotargeted placement). 

This will be driven by three main factors:
 The growth of mobile local search: Local intent is now 

present in 40 percent of mobile searches, according to 
Google. This compares with 20 percent on the desktop. 
More important, it’s up from 30 percent last year. 

 Advertiser evolution: Large brand advertisers 
and agencies (which account for most mobile ad 
spending) will follow this mobile intent by altering 
campaign objectives and measurement, using location 
targeting and location-based calls to action. 

We’re already seeing this occur as Millennial 
Media reports 29 percent of mobile campaigns were 
geotargeted in Q3 2011, up from 19 percent in Q3 
2010. Mobile advertising will also move down market 
to SMBs, furthering the share shift toward location 
targeted mobile ads. 

That down-market trend will result from self-service 
tools, in addition to bundling and selling of mobile 
campaigns by local media organizations. This includes 

the many directory publishers 
we talk to with discrete mobile 
monetization strategies under way. 
 MoLo performance and 
premiums: Premiums applied to 
location targeted ads will further 
boost the dollar share shifts 
forecast in the chart at left. 

These premiums haven’t 
developed to their potential but 
will do so as a function of location 
targeted ad performance. We’re 
already seeing lots of evidence of 
this higher performance from the 
many ad networks we talk to. 

For example, xAd reports 5 
percent to 8 percent clickthrough 
rates for location targeted mobile 

search ads (mostly in-app ads). This is a 10x increase 
over average mobile ad performance. 
What to Watch For: U.S. mobile local ad spending 

will reach $980 million. We’ll see a slow departure 
from the CTR as a metric for measuring mobile ad 
performance. Though this won’t catch on to mainstream 
levels in 2012, the shift will begin toward CPA oriented 
campaigns that measure actions further down the 
funnel, including calls, directions and transactions.

2. Mobile Monetization 
Some of the biggest leaders in mobile local user growth 
will start to monetize their mobile products more 
directly in 2012. 

This includes Foursquare and Yelp, both of which will 
monetize by charging for what they currently give businesses 
for free: management of mobile deals and profile pages.

The opportunity here is underscored by the mobile 
user engagement seen by these and other players. Yelp, 
for example, reports that 8 percent of its monthly 
unique users access the service via mobile. However, 

U.S. Mobile Ad Spending 2010-2015
SOURCE: BIA/KELSEY (2011)
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mobile makes up 40 percent of search volume. 
A similar opportunity awaits directory 

publishers, many of which haven’t yet monetized 
mobile products directly and discretely. This 
includes U.S. publishers such as Dex One, 
SuperMedia and Yellowbook. 

We believe this will change in 2012 and follow 
the monetization structure pioneered by such 
publishers as European Directories, Eniro and 
AT&T. It will involve some combination of the 
following formats: 
 In-app paid search: This will occur as sponsored 
listings in local search results, similar to the ad 
placement offerings of xAd and Google. 
 Mobile landing page creation and optimization: 
This will follow a model similar to what AT&T has 
done in partnership with Duda Mobile. 
 Pay per call: This will be executed with internal 

assets (such as those AT&T gained from its 
acquisition of Ingenio) or third-party offerings 
such as Telmetrics and Marchex.
What to Watch For: Facebook will reach 500 

million mobile users and go public. Public investor 
pressure and the company’s natural roadmap will 

compel it to formulate a mobile 
monetization strategy by year-end. 
Rather than the banner advertising 
that makes up a large part of its 
online ad revenues, its “sponsored 
stories” ad format will be more 
prevalent in mobile. 

3. Deals Go Mobile 
The structure and economics of 
local deals will fundamentally shift 
as they migrate to mobile. This will 
be a departure from the online daily 
deal economics that have become 
associated with sector leaders such 
as Groupon.

Location Targeted Mobile 
Campaigns Up 53% YoY

SOURCE: MILLENNIAL MEDIA (2011)

Deals Growth Levels Off
SOURCE: BIA/KELSEY (2011)
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Specifically, better targeting and personalization will 
replace deep discounts as the user hook and relevance 
driver. Freedom from reliance on that deep discount will 
result in greater potential margin share for merchants 
and thus increased attractiveness to SMBs. 

The mobile form factor and ability to reach 
incremental users will likewise broaden the opportunity 
to different SMB segments, such as those saddled by 
perishable or dynamic levels of inventory. This will lead 
to more “flash” deals in categories such as restaurants.

What to Watch For: Altering deal economics 
combined with a larger and maturing market will cause 
the overall deals market to grow, but at a smaller rate 
than in the past two years.

4. Mobile Payments 
Among the many competing standards in the early 
stages of the mobile payments sector, those that emerge 
will have the common trait of simplicity for both users 
and merchants. 

The current standards that most closely meet 
that description are similar to what Foursquare did 
with American Express. Their arrangement ties deal 
redemption and tracking to the existing system of credit 
card transactions, thus reducing barriers to adoption.

It also eliminates the need for merchants to battle 
longstanding coupon redemption issues (fraud, 
recognition, etc.) and the printouts required by some 
leaders of the deals space (i.e., Groupon). 

Instead, deal redemption is automatically applied at 
the point of purchase without the user or merchant doing 
anything out of the ordinary. Analytic capabilities to 
track this redemption and iterate future deal campaigns 
will greatly evolve and boost these systems. 

Having just reached 1 million merchant accounts, 
mobile payments leader Square will continue to evolve 
its capabilities. This will not only involve merchant 
capability to accept payments, but also to manage deals, 
inventory, yield optimization and soon ad campaigns.

What to Watch For: PayPal will emerge as a 
mobile payments leader, utilizing its online 
momentum and the assets eBay continues 
to acquire to close the loop in mobile local 
(WHERE, Milo, RedLaser). NFC won’t get 
off the ground in 2012. 

5. The End of the Check-In as We 
Know It
First seen by Foursquare in early 2009, the 
location check-in hit full stride over the past 
year as a must-have feature in mobile local apps. 

However, it is already losing novelty in its 
current form and will require rapid evolution 
to maintain early adopters and broaden its 
appeal to the mainstream. Foursquare has long 
advocated this evolution, which recently took 
form in its “Radar” feature. 

Radar makes check-ins more automatic by 
using data from more than a billion check-
ins to algorithmically send updates, deals and 

Mobile Payments: Foursquare  
and American Express

SOURCE: FOURSQUARE (2011)
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suggestions. It eliminates the need for users to actively 
check in to receive content. In fact, they don’t even have 
to open the app.

Radar utilizes the new notification system in iOS 
devices, which alerts users of activity within their favorite 
apps in a more intuitive way. Android-based devices 
already have such a system in place, which should boost 
the utility of local discovery tools like Radar. 

What to Watch For: Passive discovery tools that 
algorithmically push suggestions to users will be a mark 
of success for mobile local apps in 2012. Competitive 
differentiation will emerge from players with a 
combination of extensive data intelligence (purchases, 
local behavior, social graph, etc.) and ability to predict 
intent. Foursquare Radar, Shopkick and Placecast’s 
ShopAlerts will lead the way and be used as models for 
LBS innovation. 

6. Mobile Social Sharing Is the New Black 
Social sharing will be the “check-in” of 2012. By that, we 
mean it will be the popular mobile feature that users ask 
for and that app developers integrate into their products. 

But instead of simple content such as status updates or 
location check-ins, it will evolve into more multimedia 
rich content such as photos, videos and songs. We’re 
already seeing this from apps like Instagram, which was 
awarded the top iPhone app of 2011 by Apple. 

The trend simply builds on a concept already 
gaining much steam in mobile and online products. 
The status update has become the centerpiece of the 
communications paradigm of Facebook and Twitter. As 
these two services update their user interfaces to bring in 
more rich media (see Facebook’s Timeline and Twitter’s 
new design), third parties will evolve to better feed into 
these platforms. Smartphone capability and mobility 
likewise compel this app development. 

What to Watch For: Early leaders in the space 
— specialized apps such as Instagram (photos), 
Soundtracking (music) and Oink (local items) — will 
each reach tens of millions of active users in 2012. As 

we saw with location check-ins, this functionality will 
become an expected standard across a broader array of 
mobile apps. Location will be a vital layer to multimedia 
tagging and sharing. 

7. Voice Search 
Rather than being the “Google Killer” that many have 
likened them to, voice search engines (e.g., Siri) will end 
up benefiting Google and others through a net increase 
in search query volume.

Siri and other alternate search inputs create a different 
front end and better opportunities to search during 
times and places where it otherwise wasn’t conducive to 
type (or “tap”) queries. 

The result is more searches for the content partners 
to which Siri sends traffic, including Yelp and Wolfram 
Alpha. It also sends many queries to the browser where 
the default search engine (Google) will benefit from 
increased traffic. 

Some traffic will get funneled elsewhere, but Google’s 
net query volume will ultimately grow from Siri, as will 
its direct content partners. Beneficiaries will also increase 
in number as it continues to form these partnerships.

The disclaimer is that the above reflects the current 
state of affairs: Apple could eventually use this 
positioning at the front end of search to monetize queries 
in a way that funnels searchers to its own properties (see 
mapping prediction below) or advertising (iAd). 

What to Watch For: Siri’s true value will reach the 
market when Apple expands it to more partners and/
or integrates it with the iOS development kit for third-
party developers to plug into their apps. 

8. Let a Thousand Mobile Websites Bloom 
As far as media attention and high-end mobile product 
development, we’re in an app-centric mobile world 
(though comScore puts the respective user bases for 
apps and mobile websites at parity). 

Apps aren’t going anywhere, but we’ll see more 
accelerated growth for mobile websites over the coming 

Continued on p. 7
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               MLM’s 2011 Picks and Predictions: How We Did
2011 Prediction What We Said What Really Happened MLM Grade

Smartphones 
Dominate

Nielsen reports 28% U.S. smartphone penetration, 
nearly 10 points higher than last year. This figure will 
approach 50% by year-end 2011. 

Nielsen currently reports 44% smartphone penetration, 
on pace to pass 50% in Q1 2012.

On target

Platform Wars 
Rage On

The iPhone will get a boost in early 2011 with the 
launch of a Verizon compatible (CDMA) model. 
But ultimately, Android will surpass Apple and 
BlackBerry for OS share.

Apple launched an iPhone model for Verizon’s CDMA 
network in February. At present, comScore reports 
Android’s U.S. market share to be 46.3%, followed by iOS 
(28.1%) and RIM (17.2%).  

On target

Apps vs. Mobile 
Web Balance 
Shifts

Given search’s position at the front door of 
browser-based experiences, Google will benefit 
from mobile Web growth and will throw its weight 
in that direction. 

Google announced it will reduce the quality score for 
mobile websites that aren’t properly optimized. It also 
launched the “GoMo” campaign to provide free resources 
for businesses to build and optimize mobile websites.

On target

Local Check-In 
Models Take 
Form

There is much more to be developed in location-
based services. Location will become a standard 
layer to a wide swath of mobile products in different 
categories (games, search, reference, social), rather 
than the core function of a few. 

In 2011 Facebook backpedaled on its “Places” product 
after failing to find the focus to compete directly with 
standalones such as Foursquare. But location’s role ended 
up being more prevalent when Facebook enabled users 
to tag their location in status updates.   

On target

Mobile Shopping 
Lifts Off

Once there are more standardized and trusted 
systems of payment, mobile commerce levels will 
spike for online and offline purchases.

Mobile payments leader Square now processes $11 million 
per day (up from zero last year). EBay-owned PayPal also 
reported it’s on pace to reach $3 billion in 2012 payments 
volume, up $750 million from 2011.  

On target

Mobile 
Discovery 
Evolves

Content discovery will grow through social sharing. 
Facebook will be a central repository for content 
discovery as third parties integrate APIs that let 
users share and “friendcast” comments, images, 
merchant reviews and local recommendations. 

Redesigns of both Twitter and Facebook (“Timeline”) 
display user status and multimedia sharing much 
more prominently. Facebook Connect has become the 
authentication standard for mobile apps, while Twitter 
catches up with a landmark deal to be the authentication 
engine and media sharing standard for iOS 5 apps.

On target

Voice and Visual 
Search Clarify

Augmented reality will make strides in 2011 but 
remain an early adopter novelty. Apple’s acquisition 
of Siri will manifest in voice search capability deeply 
rooted in the iPhone 5. It will reside at the OS level, 
pervasive across app functions.

Augmented reality remains a novelty but is making 
strides in consumer awareness and device compatibility 
as predicted. Apple launched Siri at the OS level in the 
iPhone 4S. It’s pervasive across many native functions 
of the OS and default apps, such as search, calendars 
and browser. 

On target

Smaller, Better 
Ads Emerge

We’ll see mobile ad units that offer more 
concrete ROI than impression- or click-
based metrics. The biggest barrier will be 
education and adoption by advertisers that are 
accustomed to existing metrics. 

Ad networks such as Apple (iAd), Greystripe, xAd and 
WHERE began to offer local calls to action and more 
effectively track “post-click activity.” But wide-scale 
adoption of CPA-based mobile ads remains throttled by 
resistance to change. 

On target

Tab Forward

The iPad has created a new device class that will 
soon be filled with competitors. Apple will hold a 
clear edge in quality, but lower-priced Android-
based devices will flood the market. The Kindle 
will drop to sub-$100 levels and continue to be a 
leader in the e-reader space. The iPad 2 will be 
announced in Q1 with many updates.

The iPad 2 was launched in March including a thinner 
body, camera, new OS, screen mirroring and many other 
features. The launch of Amazon’s Kindle Fire reduced the 
original Kindle to $79. Android is flooding the market with 
lower-quality tablets, but it faces stiff competition from 
the iPad, which maintains a 61.5% market share due to 
higher quality, as well as Apple’s supply chain management 
that has kept prices highly competitive. 

On target
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year. It will be tied closely to the growth of HTML5. 
Strategy Analytics projects 1 billion HTML5-capable 
phones will be sold in 2013, up from 336 million in 2011. 

HTML5 allows developers to build “app-like” 
mobile websites at a much lower cost, which will 
create a surge in growth. Currently, only 1.25 percent 
of sites are optimized for the Web, according to 
Duda Mobile. The course will begin to shift in 
2012, starting with large brands, publishers and app 
developers such as Facebook, a loud proponent of 
HTML5. The trend will then move down market to 
SMBs whose size and needs are more conducive to 
mobile sites than to apps. 

Service and maintenance will be delivered by existing 
local media companies serving these businesses, with 
additional competition coming from online hosting 
providers. The practice of mobile SEO will become 
more important as a growing number of mobile sites vie 
for top organic search rankings. Google — with its 95 
percent share of mobile search query volume — will also 
benefit from resulting growth in mobile paid search.

What to Watch For: At least 10 
percent of websites will be optimized 
for mobile browsers by the end of 2012. 
This will be driven partly by Google’s 
efforts, including lowering website 
quality score (basis for search rankings) 
for mobile sites that are not optimized 
and its “GoMo” campaign to provide 
free resources for businesses to optimize 
mobile sites. The efforts will pay off as 
overall mobile search ad revenues catch 
up to display.

9. Apple Maps Out Its Future 
Apple’s increasing friction with 
Google and acquisition of mapping 
provider C3 will manifest in its own 
local mapping and navigation standard 

for iOS. It will include advanced mapping features 
such as 3-D aerial imagery. 

C3’s technology could eventually make its way into 
the software development kit for iOS, allowing app 
developers to build more robust mapping functionality 
into their apps, where applicable. This functionality will 
further differentiate the platform in the eyes of users 
and developers.

In addition to reducing dependence on Google, it 
will be a move toward owning more content. In-house 
mapping assets also allow Apple to move closer to local 
advertising by incorporating geotargeted advertising 
with its mobile ad network iAd. 

What to Watch For: Apple’s moves into mapping 
will establish a beachhead in local media and advertising, 
possibly involving iAd, which is still looking for ways 
to define itself. It could play out in two ways: IAd 
could deliver ads within an Apple-owned mapping 
and local search experience, or mapping functionality 
could be embedded deeper as a call to action within 
iAd ad units. 

Continued from p. 5

Mobile Local Ad Spend By Format
SOURCE: BIA/KELSEY (2011)
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10. The Tablet Market Gets Flamed 
As has already begun, the tablet marketplace will 
experience a shakeout in 2012. The iPad will thrive at 
the high end of the market (currently 61.5 percent tablet 
market share, according to IDC), while the Kindle Fire 
and Nook Color will own the low end.

The Kindle Fire’s strength lies in its brand equity, 
cross-promotional abilities and extensive content 
library. The latter point is most significant, as it drives 
appeal for the device as an e-reader, Web browser and 
all-in-one entertainment consumption device. 

But price will be the real driver. The Kindle Fire 
will drive ongoing revenues for Amazon’s burgeoning 

content business (video on demand, e-books, 
Amazon Prime, etc.), which frees the company from 
requirements to profit from the sale of the hardware 
itself (loss leader economics). 

Amazon can therefore establish extremely competitive 
price points and find mass consumer appeal at the sub-
$200 range, which it has already begun to do.  

What to Watch For: The Kindle Fire will disrupt 
and undercut the tablet hardware market considerably. 
Android-based tablets won’t be able to compete on 
price at the low end and quality (iPad) at the high end. 
A bloodbath of Android tablets will ensue, going the 
way of the netbook. MLM


