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Or Die:

Groupon’s
Fate Hinges

On Words

BALLY WYAM PO THE NEW YORE TVRS

From keft, Wes Haney, Cullen Crawford, Dav Yandler and Daniel Kibblesmith are among the more than 400 people in Groupon’s editorial department who hone jokes and pitches for discounts.

By DAVID STREIMTFELD

funny or perhaps amusing or at least clever about
horses. Her mind is empty. She can’t recall the last
lime she was on a horse or even saw a horse. The minutes

RACI!EL HANDLER is struggling (o say something

fly by. Horses are nothing to joke about.

Ms. Handler writes for Groupon, the e-mail marketer
{hat was casually founded in the pit of the recession and al-
most immediately became a sensation worth bil 5ons. The
musicians, poets, actors and comedians who (Il its ranks are
in a state of happy disbeliel over the company’s success. In
the age-old tradition of creative folk, they were just looking
for a gig to support thelr art. Now stock options have made
iome of them seriously wealthy, at keast on paper.

Poets who work here give away copies of ther verse in

the reception area, One poem begins like this:

closed my eyes and | was nothing

yeah, [ was running

I was nothing

and then | was flying

That just about sums up Groupan's brief history, which
has been meteonc even by dot-com standards, Groupon,
which ks expected to go public within the next year, is either
creating a new approach to commesce that will change the
way we eat and shop and interact with the physical world, or
it is a sure sign that Internet mania is once again siidding
out of control. Or both,

The big Internet companies owe their dominance (o
something singular that shut out potential competitors, Goo-
gle had secret algorithms that gave superior search results.
Facehook provided a way to broad regular updates to

CHICAGO

friends and acquaintances that grew ever more compelling
as more people signed up, which naturally caused more peo-
ple to sign up, Twitter introduced a new tool to let people
promote themselves.

Groupon has nothing so special, It offers discounts on
products and services, something that Interpel start-up
companies have tried 1o develop as a business model many
times before, with minkmal success. Groupon's break-
through sprang not just from the deals bul from an ingredi-
ent that was both unlik:ly and ephemeral: words.

Words are not much valued on the Internet, perhaps be-
cause it features so many of them, Newspapers and maga-
zines might have gained vast new audiences online but still
can’t recoup the costs from their Web operations of pro-
ducing the material,

Groupon borrowed some tools and terms from journal-

Continwed on Page 6

INSIDE
OPENERS
Baby-sitter then, C.E.O. now.
Corner Office: Liz Elting. 2

BRIGHT IDEAS

W T
o affirming

&~ Web.
m__  Slipstream,

——__5— by Natasha

7 ‘/’_25 Singer. 3

An app for gripers. Digital
Domain, by Randall Stross. 3
SUNDAY MONEY

Bond perplexities. Strategies,
by Jeff Sommer. 4

T

Stalled
innovation.
Economic
View,

by Tyler
Cowen. 5

Jons
Retired? Not so fast.
Preoccupations: Don Spivack. 8

In the water. The Boss: Kara

ANDREW SURLIVAN FOR THE NEW S 06C TiMks

Tony Horton's POOX workout DVDs have a following from Hollywood to the halls of Congress.

The Fitness Revolution

Will Be Televised (After Leno)

By ANDREW MARTIN

SANTA MoNIcA, Caldf,
IT‘S 3 am,, and Tony Horton is talking to you,

former NFL quarterback Kurt Warner, Represent-
ative Paul Ryan and a dozen or more of his Con-
gressional colleagues, and the list goes on and on,
PSOX fans swear by the workout, & mix of jump-
mg, yoga, martial arts and strength training that,
in [act, isn't all that revalutionary, But the secret of
P0OX's success is the marketing: Mr. Horton and
his business partners say they have built a $400-
million-a-year emplre on what, to many, might
seem Bke a foundation of schlock: TV infomercials
But wait, there's move: through these infomer-
cials, PSOX has grown (nto 8 magor player in exer-
cise DVDs, one of the few growth spots in an other-
wise shrinking DVD market. Beachbody, the Santa
Momlca company behind PSOX, has expanded into
workout DVDs and infomercials taflored Lo partic-
ular audiences, Its Body Gospel, for Instance, is

couch potato
“Get absolutely ripped in B0 days!™

Viewer, check out those abs, those pecs, those
glutes,

“"Guaranteed or your money back! "

This man is 52 years old — and probably buffer
than you'll ever be,

“All for three easy payments of $39.95!°

On televisions across America, Tony Horton is
selling a burming-swest viston of physkal fitness,
and these days, a Jot of people are buying. He is *he
petchman amd wise-cracking star of a beutal, make-
it-stop workout called PSOX, and he has won can-
verts from Hollywood 1o Capitol Hill. The singer

GRETCHEN MORGENSON

FAIR GAME

U.S. Has Binged.
Soon It’ll Be Time
1o Pay the Tab.

AY this about all the bickering over the
federal debe cedling: at least people are
talking openly abowt our nation”s grow-

Ing debt boad. This $14.3 trillion issue is front
and center — exactly where it shoulkd be.

Into the fray comes & thoughtiul new paper
by Jaseph E. Gagnaon, a sendor fellow at the Pe-
terson Insti for International E S,
which studies economic palicy. Written with
Mare Hinerachweiger, a research analyst
there, the report states plainly: *That govern-
ment debt will grow to dangerous and unsus-
tainable leveds in most advanced and many
MEerging economies over the next 25 years «
If there are no changes in curvent tax ries or
government benefit programs in retivement
and health care — is virtually beyand dispute”

The report then lays out a range of out-
comes, some merely unsettling, others down-
rigv scary, that face us &8 a nation if we con-
tinue down the big-spending path we are on.

The report, *The Global Outlook for Govern.
ment Debt Over the Noxt 25 Years: Implica-
tions for the Ecanomy and Public Policy,” ar-
rives when our debt as a percentage of gross
domestic product is around 65 percent and ris-
ing fast. Much of the recent increase, up from
43 percent in 2007, is the result of the panic of
2008 anl the ensuing recession, when the gov-
emment stepped in to mitigate the damage.

The amtbors do not suggest that policy mak-
ers should huery to ralse taxes or cut spending
right now. They acknowledge that the econom-
ic recovery is still fragile and propose that law-
makers wait o implement badget cuts cur-
remtly under discugsion vatil 2013 1o 2015, Ad-
ditional cuts would Ideally go imo effect in
W16,

What needs to be done now is to design a
Jong-term plan to reduce fiscal deficats in the

Goldin. 8
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admed at Christians. There s also Tomy
& the Folks for semsors and TarboFire
for wormen. On top of that is a range of
supploments and fitness gear.

Mr. Horton may be the face (and -
cops) of PROX, but the man behind the
curtain is Carl Daikeler, who has been

the infomercial trade since the
19805, His first prodection was for an ln-
dustry that sn't exactly known for s
Quads: acc g Later, be pr d
infomercials for all kinds of pilches, be
they dating services or elght-minete ab-
domanal workouts.

Mis breakout |dea was 10 create a
workout program that was so hard that
e TV wlewers to try I In 2000, he
and his business partner, Jon Cangdon,
ook that pitch to Mr. Horton, who had
starred in an exercise vidoo calked Pow-
€r 00 The result, released in 2005, was
PROX — X for “extreme.”

The early PSOX infomercials bombed.
But that changed when, at Mr. Daikel-
er's urging, customers like “Dallas C~
and "Kristy M. began sending in be-
fore-and-after pictures, now featured an
the company's infomercials and Web
gite, More than three million copées
have been sold simee then, with sales in-
creasing every year through 2000 (they
are currently running even with last
year), company officials sald.

Now Mr. Daskeler, 47, wants to maore
than double his annual sales to $1 bik
lion, To do so, he will have to move be-
yond the buff clientele who have em-
braced PSOX 10 an even bigger market:
Americans who are overweight or no-
where near as fit as they need to be to
keep up with PS0OX.

That, of course, i5 a goal that has
eluded fitness gurus — not to mention
public health officials — for years,

“Whoever succeeds at making the lv-
ing room an effective place to get fit is
going to be a billlonaire,” Mr. Daikeler
says

almost as long as TV. But the genre

really took off in the 1970s and '80s,
with such wonders as the Ginsu, the
kitchen knife that was shown samurai-
Ing s way through oda cans and beath-
er shoes,

Health and fitness have long been
goldmines in this field. Richard Sim-
mons sweated to the oldkes, Suzanne
Somers extolled the virtues of the
ThighMaster. And Jack LaLanne urged
wviewers ta “unlock the power of fresh-
squeezed juice™ with the Power Juicer,

But PROX has achieved blockbuster
status with a mew approach, [ts info-
mercials are shot in a more documenta-
ry styde, They feature testimonials from
POOX comverts, interviews with Mr,
Hovton and scenes from the workouts,
Okd infomercial lines like *How much
woukl you pay for all this?" are not part
of the pitch.

Still, POOX Is walking a well-trodden
path. At-home workout videos took off
In 19582, with Jane Fonda introducing
aerobics to millions, [n the years since,
oslebrities, models and personal train-
ers have crowded in. Cladia Schiffer
has her “Perfectly Fit Buns George
Foreman wants you to *Walk It Off
With George.” Zsa Zsa Gabor tells her
customers, “It's Ssmple, Darling.”

Many of these workout fads faded
fast. A few have captured the zeitgeist,
like Billy Blanks's “Tae Bo" workout in
1999 and, more recently, videas by Jil-
Ban Michaels from “The Biggest Loser,”
whose “30-Day Shred” DVD is a best.
seller.

Indeed, sades of fitness DVDs are

a

INFOMERCIALS have been around

Sheryl Crow, the sportscaster Evin Andrews, the
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Tony Hortan leads group classes to promote PSOX workowt DVDs, as well as his book and other ventures.

growing by roughly 20 percent a year,
even as overall DVD sales decline, ac-
cording 1o the Nielsen Company. Billy
Law, director of home entersalnment
measurement for Nielsen, attributes the
mcrease to shows like *The Biggest
Loser” and “Dancing With the Stars."

10 2000, videos from Ms. Michaels and
“The Biggest Loser™ accounted for sev-
en of the 10 best-selling exercise videos,
Mr. Law says. Nielten tracks sales at
most major retallers but doesn't cap-
ture sales of PO0X, because PSOX is sold
only via the Beachbody Web site and
over the phone,

Harald W. Kaohl, a professor of eplde-
miology and kinesiology at the Uni-
versity of Texas In Austin, says such at-
home programs probably help people
who stick o them. But he suspects
these DVDs are move valuable to the
people who sell them,

*The ideal that is being conveyed in
these tapes I8 not attainable for many,
many people,” Mr, Kohl says, “So it very
qQuickly goes into the dustbin with the
exercise equipment In the corner”

So does POX really work? It's oer-
Lainly & tough program. You're sup-
posed to work out six days & week and
follow a standard cut-the-carbs-and-
junk dset, which may be harder than the
warkouts themselves,

Congressman Jefl Flake, Republican
of Arizona, said that he had been doing
PROX for several years with colleagues
and that It was tough to cheat with
many people around. “It works, I'Il tell
you thas,” he said, but added that he
was not ready to display before-and-
after photas.

The guiding peinciple is to mix up
routines and *confuse” the muscles so
as to avoid hatting a plateau, So some
days are devoled to dumbbells or resist-
ance bands, In addition to old-fashioned
push-ups and pull-aps, Other days are
reserved for yoga or cardiovascular
workowts that involve a lot of jumping
and squats.

Bul Robert Marting, a personal train-
er who sells his own exercise videos,
says that “muscle confusion" is a time-
tested principle of bodybuilding, and
that the idea has been around since the
early days of Joe Weider, a creator of
the Mr. Olympia contest. Beachbody
“kindly borrowed the principle and just
retermed it as a traning secret,” he
SAYS.

True enough, Mr. Daikeder says.

“Trainers kove to give negative re-
views of PO0X, saying it's not that spe-
cial” he sald, "They are right. It's not
that special "

Nonethedess, Mr.  Dalkeder says
Beachbody has managed to package the
concept into an entertaning and ef-
fective plan that beads to at-home suc-
€085 In — you guessed it — 90 days.

Says Mr, Horton: “I never said 1 re-
invented the wheel I just made the
wheel faster, better.”

L EMILIO FLORSS FOR THE MW ROk TINES

Carl Daikeler, who has been making infomercials since the '80s, helped tum
Mr. Horton's routine into a late-night inspiration for couch potatoes.

ANDALW SULLIVAM FOR THE NEW YORK TIVEs
Mr. Horton, 52, depends on the success stories of his followers, like Jessica
Figuerido of Uxbridge, Mass., who lost 50 pounds on the P90OX program.

ounce of fat on ham, sits oo a keath.

er couch in his Spanish-style
house in Santa Monsca. He s wearing a
pair of shorts, slip-on Chuck Taylors and
a U'S. Navy golf shirt that shows off the
veins on his well-pumped arms.

The man sure Jooks fit. He can do 100
push-ups and 35 pull-ups without stop-
ping. He can climb a 25-foot rope hand
over hand — upside down.

"I [ don't look a certain way, ['m just
another salesman,” Mr. Hoe'lon says.

How he got Tt and then rich is a clas-
sic Charles Atlas story. Growing up in
Trumbull, Conn., he was, by his own ac

TONY HORTON, with nary an

count, a "quintessential 88-pound weak-
Bng.” He also had a speech impediment,

It wasn't until e got to the University
of Rhode Island that Mr. Horton discov-
ered fitness. He took a weightlifting
class, thinking it was an easy A. He end-
ed up loving it and getting *crazy fiL"

“It was a brand new feeling,” Mr. Hor-
ton recalls, “It changed me mentally
and emotsanally.*

Then one summer he and a friend set
0wt to drive across the country. His $400
got him as far as Colorado Springs, So
be dusted off an Rrated pantomame
routine that he had perfected in college
and eventually made enough money to

reach Califormia

Mr. Horlon ended up staying in Cali-
fornia, waiting tables, painting houses
u\dlddnga’nbnlﬂu at 20th Cen
tury Fox. He jolned a gym to meet wom
en. When a Fox executive asked him for
training tips, Mr. Horton becarme his
personal trainer. He worked out of his
garage and charged $20 a lesson

One client led 10 another. Eventuaslly
Mr. Horton was recomsmended to Tom
Petty, who wanted to get in shape for a
comoart tour. It wasa't long before He
was maling a good living tralning the
bikes of Billy 1dol and Anmie Lennax,

“1"'m sitting there with the lead singer
of the Ewrythmics, eating fruk” My,
Horton recalls. *1t was pretty cool.”

Ms, Lenpox could not be reached.

In his free time, Mr. Horton got bix
parts in a few movies, tried stand-up
comedy and became a pitchunan foi
NordicTrack. He met Mr, Dalkeder
through & mutual friead and ended up
acting in a play, “Plzza Man,” with Mr
Dadkeder's first wile.

Mr. Daikeder’s first video M.
Hoeton, im 1999, was called *Great Body
Guarnsteed.” Mr. Horton was paid
$2,000. The video did wedl enough that &
group of mvestors put up money for an
other video, “Power 90, an unexpected
success and the precursor to PSOX.

These days, Mr. Horton spends his

time promoting his videas — he re
cently appeared on the *Today™ show
and QVC — and conducting workowts
for fans, including members of Con-
gress and American soldkers overseas,

With his lawyer and assistants, Mr.
Horton also is trying to figure out how
to axtend his personal brand. He has &
new book, “Bring 1t): The Revolution-
ary Fitness Plan for All Levels That
Burns Fat, Bullds Muscle, and Sheeds
Inches" He is discussing other business
ventures, incuding a line of sunglasses
and workowt clothes, a reality TV show
and a syndicated radio show,

Mr. Harton, by all accounts, practices
what he preaches. He and his girlfriend,
Shawna Bramnon, have a home with
Hallywood views, where Mr. Horton
works out in & tricked-out gym. He rare-
Iy eats meat or drinks lquor or coffee

“When I stop eating broccoli, T doo’t
g4t beadaches.® he said of his aversion
0 coffee. *If I'm going to cheal, it's go-
ing ta be chocalate,”

T Beachbody's sleek offices on the
edge of Santa Monica, Mr. Dai-
keder 1S also trying (o figure out

ways to extend his company’s brand
fachbody has continued to produce
e0s almed at the hard-body crowd. A
current hit is “Insanity” A follow-up to
PSOX will be released soon. He is also
looking to extend Beachbody's name to
beauty and health produxcts, though he
insists he will not averreach,

“We are not going to do the Beach.
body deep fryer or car wax,” Mr. Daikel-
er says.

But finding a way to expand his audi-
ence, particularly thase not prone to ex-
ercise, has proved more challenging.

Mr. Daikeler recently convened a
meeting at Beachbody to discuss ways
10 improve sales for Body Gaspel, the
workout aimed at Christians. The $30
price tag seemexd high, and the det was
proving to be a challenge for budget-
CONSCHUS Consumers,

Another  problemn:  conservative
Christians were reluctant to provide be-
fore-and-after photos, an important in-
gredient in the Beachbody formula, The
pictures typically feature men with
their shirts off and women in bathing
sults or workout clothes.

The group batted around kleas for
how to Jower the price, by offering few-
er DVDs, perhaps, ar taking out the re-
sistance bands that are noemally includ-
ed. As for the problem of getting Body
Gaspel's ¢ % to provide i
nials, Beachbodys employees suggest-
ed allowing written test inks or “life-
style photas® with shirts on

Mr. Daikeler says that if customers
aren’t willing to peel off their shirts, his
product simply isn't compelling enough.

“The needle moves on undeniable
prood” he says. “I[ want (o know: did
their body change? That's what we
have (o solve.” o




