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Abstract

Although location is crucial to performance, its impact on marketing effectiveness is
underexplored. We propose a production-function framework to understand how physical
location scales marketing mix effectiveness through compounding effects. Drawing on urban
scaling, we operationalize this scaling factor as Local Infrastructure Concentration (LIC).
Applying LIC to various studies (including field and lab experiments, and observational data
models), we show that marketing mix effects vary significantly between low- and high-
compounding locations. In high-compounding areas, retail promotions are 10—-20% more
effective, geotargeted promotion effects increase by 120%, and store size benefits improve by
60—-110%, compared to low-compounding areas. Our approach opens the door to the

understanding of how marketing and consumer activities depend on location.
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