
The iPhone Era: Mobile Local Search 
Gets its Due 

Summary: Earlier this month Apple released 
its much anticipated iPhone 3G. The new device 
comes with 3G mobile network access, faster 
download speeds and a price tag roughly half 
that of the original model. The launch coincided 
with the debut of Apple’s new App Store — the 
culmination of independent third-party appli-
cation development that followed the February 
public release of the company’s software devel-
opment kit. The App Store’s easy access for con-
sumers and open standard for developers will 
revolutionize mobile search quality standards. 
It will bring mobile search closer to the open 
innovation that has driven the Web’s growth 

and move away from the carrier control that 
has traditionally ruled the mobile environment. 
It could also do for mobile applications what 
the iTunes Store has done for digital music. As 
mobile and local are inherently related, a great 
deal of innovation, development and consumer 
adoption will involve local search applications. 
Following closely behind will be monetization 
strategies and directional advertising models. 
Companies already in the local search space 
will seek to add mobile marketing to existing 
advertising packages, which they continue to di-
versify with print, online display, search engine 
marketing and video. 

 A New Mobile World
Apple’s launch of the iPhone 3G and App Store earlier 
this month marks an inflection point in mobile device 
technology. Though the device’s opening weekend was 
mired by activation mishaps, crowded stores and crashing 
servers, the company announced on the third day of the 
new iPhone’s availability that it had sold more than 1 
million units. Over the same period, it saw 10 million 
downloads of applications from the new App Store. 

By comparison, the first generation iPhone sold 
270,000 units in the first 30 hours during launch 
weekend last July. It was originally sold only in the 
United States, but Apple later rolled it out in Austria, 
France, Germany, Ireland and the United Kingdom. 

The iPhone 3G was released in 22 countries, including 
the original six, and will be available in more than 70 
countries later this year. 

The new iPhone’s feature set includes compatibility 
with 3G wireless networks, which have download 
speeds twice as fast as the AT&T Edge network that 
served the original model. It also has GPS functionality 
to power a host of new location-aware mobile local 
applications. These and other bells and whistles come 
with a price tag of $199 (8GB) to $299 (16GB) — half 
the cost of the previous model (two-year AT&T service 
contract required).

The App Store meanwhile will serve as a new 
distribution point for independently developed mobile 
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applications built on open software standards. This is a first 
in the mobile industry and could do for mobile application 
distribution what the iTunes Store did for digital music. 

After obtaining the latest version of iTunes, users 
can download applications and then upload them to an 
iPhone during the standard “sync” process. Using the 
mobile version of the App Store, they can also download 
applications directly to the phone. This applies to both 
the iPhone 3G and first generation units that have been 
updated with new “iPhone 2.0” software.  

At launch, the App Store included about 800 native 
applications approved by Apple, with many more 
to come. The store is divided between free and paid 
sections, which each branch off into various categories 
or featured subsections (e.g., “What’s Hot” and “Staff 
Favorites”). Roughly 25 percent of the applications 
are currently free, and 90 percent cost less than $9.99, 
according to Apple. 

As location awareness is a key feature of the phone 
(both GPS and its preexisting Wi-Fi positioning), and 
because mobile and local are inherently related, many 
apps will involve local search. Most of the local search 
applications will continue to reside in the free section 
of the App Store, while the paid section is mostly 
populated by games, reference or novelty applications.

As in the online world, local search products are 
more conducive to directional advertising (free to 
users) than to subscription models. The existence of 
popular free local search apps will also drive the market 
toward a standard of free advertising. 

Getting Social
An additional element has shown early popularity within 
local search iPhone applications — social media. Many 
of the local search apps utilize the location awareness 
of the phone to help users find local businesses and 

The App Store’s Front Page 
SOURCE: APPLE (2008)
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Sampling of Free Local Search iPhone Apps
SOURCE: APPLE (2008) 

Application Publisher Description

AirYell Avantar Search local businesses and service providers

Eventful Eventful Search local venues, events; track friends’ events
Hotels.com Hotels.com Search, browse and book hotel rooms

iWant Rudrajit Samanta Software Mixture of local searches by category

Local Picks TripAdvisor More than 410,000 restaurant listings and 1.5 
million reviews throughout North America, Europe

Loopt Loopt Search local businesses, reviews from Yelp and 
connect to friends nearby

Nearby Platial A local map-based discovery engine including 
geotagged photos and points of interest

Pocket Express Handmark Search sports scores, weather, travel bookings, 
business listings and other categories

Urbanspoon Urbanspoon Serves restaurant recommendations based on 
desired price, location and cuisine

WHERE uLocate Communications Connects users with friends and businesses nearby

Whrrl Pelago Find local friends and businesses they’ve visited 
and reviewed

Yelp Yelp Search Yelp’s database of local businesses, reviews

YPMobile Yellowpages.com Search for local businesses and reviews as well as 
events from Eventful

learn where their friends are and what they’re doing. 
Such searches often involve finding a meeting place or 
sharing information, ratings or reviews.

So far, there are a handful of local social applications 
in the App Store, including Loopt, WHERE and 
Whrrl (see accompanying document, “The iPhone Era: 
Mobile Local Search Apps at a Glance”). They show 
early signs that social networking could be the way local 
search manifests in the mobile environment.  

Online social awareness has already shown legitimacy 
in intensely popular “microblogging” services, including 
Twitter. Such services enable users to notify connected 

friends with updates on the subject of “what am I doing 
now” in 140 characters or less. Mobile applications that 
add location to the formula will take this to another 
level, while demand will drive product innovation at 
the intersection of local and social. 

This has been the case with early adopters of 
local search applications on devices that predate the 
iPhone, such as smartphones, where Loopt and other 
applications have been available. But social features will 
resonate among iPhone users to a much greater degree. 
According to recent comScore figures, iPhone users 
in Europe are much heavier consumers of mobile data 



(including social networking) than smartphone users 
(see table below).

Furthermore, these applications will gain awareness 
and traction beyond the early adopter set as the iPhone’s 
decidedly more user-friendly interface and general appeal 
(not to mention lower price tag) bring mobile search closer 
to the mainstream. Social and local search applications 
meanwhile will do the same as they piggyback on the 
iPhone’s media adoration and market penetration.   

Move Over
One question, however, relates to the fragmentation these 
applications may produce at the onset among a smaller 
early adopter market. Though the iPhone will create new 
mobile device standards and more mainstream mobile 
local search adoption, is there room in the market for five 
to seven mobile/social/local applications? 

Social and local apps will benefit from a network 
effect as more iPhones are sold and more users sign 
up, but fragmentation will still impede growth, as it 
has with many online products. If there isn’t enough 
of a market to support a handful of providers, the next 
important question is, who will emerge as the leader? 
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Loopt: Finding Friends 
and Local Businesses

SOURCE: APPLE (2008)

Internet Usage Habits: Subscribers in France, Germany and U.K.  
(3-Month Average Ended May 2008)

*SMARTPHONE DEFINED AS A DEVICE RUNNING THE WINDOWS, PALM OR SYMBIAN OPERATING SYSTEM.

SOURCE: COMSCORE M:METRICS, MOBILENS (2008)

Internet Service Accessed via Phone iPhone
% of Subscribers

Smartphone*
% of Subscribers

Market
% of Subscribers

Any news or information via browser 80.4% 32.2% 10.7%

Accessed Web search 56.6% 18.3% 5.0%

Watched any mobile TV and/or video 32.0% 14.6% 7.4%

Accessed a social networking site or blog 42.4% 10.3% 3.2%

Listened to music on mobile phone 70.0% 32.5% 18.4%

Used e-mail (work or personal) 69.5% 25.6% 7.6%



Like online social networks, a combination of strong 
features, herd mentality and viral marketing will drive 
the success or failure of any provider. So far, WHERE is 
the most popular of the new applications, ranking 36th 
(based on download volume) among the roughly 200 
free App Store offerings.

Ironically, the incumbents of the social media world, 
MySpace and Facebook, haven’t utilized the iPhone’s 
location awareness in their respective iPhone apps. 
One reason could be that their size and exposure make 
them bigger targets for legal scrutiny relating to privacy 
concerns. This is a clear issue with technologies that 
make consumers’ location known to others. 

But are they dropping the ball on building the most 
marketable social apps for the mobile environment if 
the winning formula is indeed moving toward mobile 
+ local + social?

Facebook and MySpace will eventually build in 
location awareness and local search, but will these 
other applications gain a foothold on the iPhone in 
the meantime? To do so, they would have to overcome 
the momentum and user bases of the incumbent 
social networks. This would be a sizable feat given 
the social networking fatigue caused by too many 
registration processes, logins and account management 
requirements. In the online world, even power users 
have been confined to the finite time and mindshare 
needed to manage four or five social networks. 

This will also be an issue for the many mobile local 
social apps beginning to gain exposure on the coattails 
of the iPhone. They’ll each require a registration 
process, login and account management for new users. 
Facebook and MySpace mobile apps conversely build on 
a decidedly larger existing user base and social graph.

It can be argued that it is an apples-to-oranges 
comparison between a pure social network like 
Facebook and a socially driven local app like WHERE, 
which do not directly compete. But if mobile + local 
+ social is indeed the winning formula, Facebook will 
integrate more local search tools to its mobile app (it’s 
already moving in that direction online) and indeed be 
in direct competition.  

WHERE’s the Revenue?
Web searches involve the inherent difficulty of 
determining intent and then serving ads effectively. 
Save for the use of a geographic modifier (signaling a 
local search), intent can be clouded by the vast array 
of things that can be done online, including research, 
entertainment, image search and news browsing.

But the use case of mobile search is decidedly 
narrower as it excludes some of these activities (research, 
for example). As such, other forms of search that are 
more conducive to the mobile use case will make up a 
greater percentage of searches. Local is one of these.  

Given this premise, advertising on the mobile 
device will have relatively less share devoted to display 
advertising and will take on the forms of ad delivery 
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Mobile and Social: Facebook 
on the iPhone

SOURCE: APPLE (2008)



most appropriate for local search (i.e., directional). 
Location-based services are the holy grail, but they 
involve well-known privacy concerns. While we’ve all 
heard the classic example of walking by a Starbucks and 
receiving a mobile coupon for a double foam latte, that 
day hasn’t come and likely won’t for a while. 

Like many other technologies, there was early 
excitement and lots of talk around location-based 
services, followed by a long period of inactivity. Now 
we’re entering a phase where products are beginning to 
settle in at a realistic happy medium based on consumer 
opt-in. Advertising will be very directional in nature and 
will have even more ties to local than online search does. 
It will include advertising tied to specific searches for 
products, as well as predefined opt-in alerts for location-
specific promotions when geographically relevant. 

So how will this work out? How will ads be targeted, 
measured and sold? Mobile ad networks such as AdMob 
are growing quickly with the general penetration of 
iPhones and mobile Web browsing. These mostly focus 
on display ads, however. 

Local directional advertising will likely be taken over 
by the usual suspects that have owned local search online. 
Among them is Google, which has already included its 
existing paid search text links in mobile browsers. This 
will likely evolve into an adjunct to its AdWords SEM 
product that will allow advertisers to target mobile 
searchers specifically. This is in line with Google’s trend 
toward bundling online and offline ad formats including 
search, newspapers, radio and television.

The Yellow Pages Opportunity
Another medium making moves toward cross-channel 
bundling — Yellow Pages — has a clear opportunity here. 
As traditional “owners” of local with the all important 
high-touch local sales channel, directory publishers are 
positioned to both drive and feed the demand for mobile 
marketing among local advertisers. This could happen 
through a mobile local search product that is sold along 
with the evolving local marketing bundle that includes 
print, Internet Yellow Pages, search and video.  

Some IYPs are seeding such efforts by building 
consumer traction around mobile local applications. 
Yellowpages.com has broken initial ground in the space 
with a feature-rich iPhone application that includes 
local listings, reviews, maps, event listings, and the 
ability to invite and connect to friends in the context of 
these locations and events. In the first week of the App 
Store’s release, Yellowpages.com cracked the top 20 free 
application downloads. Other IYP and local search 
players are likely to follow this path. 

As sales and ad serving models develop, we’ll see 
experimentation around ad tracking and reporting. Since 
the media outlet is, after all, a phone, lots of call tracking 
pay-per-call ad models will likely develop. IYPs have a 
head start with their experience and systems in place for 
call tracking and reporting. Given the social elements of 
the new iPhone applications, save and share functionality 
and measurability could also emerge as important 
tracking and reporting metrics in mobile marketing. 

Supply Exceeds Demand
An underlying challenge, however, is the fragmentation 
discussed above. At present, the supply of local iPhone 
apps exceeds advertiser demand. This will exacerbate 
existing challenges with mobile marketing that stem 
from limited inventory. Mobile devices have well-
known inventory constraints and limited screen real 
estate, which makes ad insertion difficult. 

There aren’t currently enough advertisers to serve truly 
comprehensive listings that create a compelling local 
search user experience. At the same time, mobile search 
volume is still in the early adopter stage, meaning traffic — 
though targeted and highly qualified — isn’t quantitatively 
attractive for local and national advertisers alike. 

In the online world, ad networks have sought to 
battle fragmentation by being a single point of entry 
for disparate ad placements. But the explosion in 
ad networks and the “NAAN” phenomenon (“not 
another ad network”) over the past few years have only 
splintered the market further. Can this be avoided as 
the mobile ad serving ecosystem grows from its current 
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embryonic stage to include the same explosion of third-
party ad networks that jump on the opportunity?

Probably not. But as a matter of speculation, Apple 
sits in an interesting spot here. Though the company has 
created an open system for mobile application development 
and access (when compared with the traditional mobile 
environment), it remains somewhat of a closed system 
(versus the Web). In other words, applications still require 
Apple’s approval for inclusion in the App Store.  

Does this put Apple in a position of leverage with 
respect to its terms of agreement and its potential to be a 
central repository for ad buying and placement throughout 
its universe of applications? This would be a significant 
departure from its traditional model and its mission to be 
a consumer-driven product company. One can’t help but 
wonder, given this positioning, if it will opportunistically 
bolt an ad network onto its business model.  

Final Thoughts: iPhone Raises the Bar 
Though the iPhone creates considerable opportunities, 
the picture should not be too rosy. Apple sold 1 million 
3G iPhones in its opening weekend, but total iPhone 
sales remain dwarfed by those of major global phone 
makers such as Nokia, which sells more phones per 
week (10 million) than all the iPhones sold to date. 
Furthermore, iPhone penetration has reached less than 
1 percent of the 219 million U.S. mobile subscribers, 
and it accounted for 2.2 percent of U.S. handset data 
delivered in February, according to AdMob.

Penetration should grow for Apple, given the iPhone 
3G’s lower price tag and more mainstream appeal. In 
the meantime, its effect will come more in the form of 
influence than actual penetration. The standards it has 
set will drive cheaper copycat devices (we’ve already seen 
many, such as the LG Voyager and the Samsung Instinct). 
As a result, we’ll reach a point three years from now when 
iPhone-inspired standards and mobile search capability 
will be status quo for the mobile mainstream.  

For marketers looking to gain an early mover advantage 
in the mobile space, the iPhone is the place to start. Seeding 

directional ad models will happen through the process 
of gaining consumer traction around a local search tool 
that is differentiated by a unique combination of social, 
event, product, service, news, vertical or classified search. 
Utilizing a recognized brand will also help market the 
application within a still-small universe of iPhone apps. 

In addition, the iPhone’s techno-elitist power 
users represent a good base to get mobile local search 
products (while there are still only a few of them) off the 
ground. For the local social apps, this is a powerful and 
influential user base to get a social graph started, given 
the camaraderie among its ranks and its propensity to 
use many different online services. From there, adoption 
could grow in sync with greater iPhone penetration as 
the device enters the mobile mainstream. 

This traction can be gained while waiting for an ad 
serving ecosystem and greater demand among marketers 
to coalesce. With the open development and access to 
a popular distribution point through the App Store, 
there is little excuse not to do this.  

For Yellow Pages publishers, the opportunity is 
particularly clear. Given their role as the longstanding 
owners of local, the new mobile environment could 
represent an opportunity to get in early and avoid 
losing ground to pure-plays, as has happened in the 
online local search world over the past five years.

Yellowpages.com clearly thinks so, with a nice 
iPhone local search application right out of the gate. It’s 
too early to tell how it will fare in the long term, given 
the expectation for lots more applications over the 
coming months. But the move shows a drive by the IYP 
to get out in front of this trend and gain an advantage 
among iPhone users. 

Indeed, it beat many local search pure-plays to the 
punch, including Citysearch and Local.com (from 
which we expect iPhone local search apps soon). We 
question whether this is a sign of things to come in 
the mobile arena, with IYPs gaining an edge over local 
search pure-plays — something that has been hard to 
come by online. ILM
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