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Introduction:

THE PERSISTENCE OF PLACE
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Real Madrid brings in more revenue than any other soccer club worldwide—topping the list in 2010 for its fifth consecutive year.1 Rabid Spanish soccer fans undoubtedly contribute to this success, but they comprise only one element of the story. Real Madrid was among the first soccer clubs in the world to recognize the power of global marketing—recruiting players of different nationalities to supplement the team’s Spanish core and bolster its global brand. It deploys its increasingly popular Web site, www.realmadrid.com, along with social media like Facebook, Twitter, and YouTube, to provide content in Spanish, English, Japanese, and Arabic, and interact with fans all over the world. Official merchandise, which along with licensing fees, accounts for about one third of annual revenue, is sold both online and in more than ninety countries. For the 2009–2010 season, the club reported that overseas sales of the cobranded Adidas-Real merchandise “substantially surpassed sales at a national level.”2

Real Madrid is clearly a global brand. At the same time, there is no doubt that a large part of its appeal comes from its association with the city of Madrid itself. It may seem at odds, but Real Madrid managed to become the world’s most popular football club through retaining its unique Madrileño identity. As the word real implies in Spanish, the club holds a royal charter, issued in the 1920s, from the king of Spain. More important, it is truly a local team and has been continuously owned by local shareholders, or socios (who, as of the 2009–2010 season, numbered 91,526 adult, junior, and senior members), since its inception. The club draws more than eighty thousand ticket holders to its iconic stadium for each of its forty games a year and is central to the culture and vitality of the city that gave it its name. Real Madrid’s success is both local and global, virtual and physical—and rather than being in conflict, these realities reinforce each other.

With the rise of our increasingly global and interconnected world, marketers are encouraged to focus on the biggest picture possible—expanding brands throughout the world to achieve a leading global share. There is nothing inherently wrong in this approach, and the advances in technology have made this more practical than ever before. The danger lies when companies forget the importance of all other types of place. Global is glamorous and strategic, but when marketers focus solely on attaining it, they risk becoming irrelevant.

Former Speaker of the United States House of Representatives Thomas P. O’Neill Jr. once famously declared “All politics is local.” The same is true for business. McDonald’s spans the globe, but in the Philippines, Jollibee, a local fast-food chain, dominates the market. Google is a household word around the world and offers a search interface in more than 120 languages, but Yandex in Russia and Baidu in China are the local market share leaders. Local competitors and upstart entrepreneurs who have gained secure footholds in local markets, and who increasingly have access to cross-border capital and know-how, are sneaking up on global brands. That means businesses large and small must be local as well as global in order to succeed.

With this focus on the importance of local comes the opportunity to examine other ways in which marketers can use the concept of place strategically. In our view, place determines how consumers interact with a product or brand. From the arrangement of breakfast cereals on supermarket shelves to the ease of navigation and checkout in a digital store, place very powerfully and routinely influences our choice of brands—or whether to buy anything at all. On a larger scale, the competitive appeal of Charlotte versus Chicago, or Cancún versus Bali, determines where we choose to start a business or take a vacation. Customer relationships to places profoundly affect the business of marketing—they are fundamental to the ways in which every one of us organizes our lives.

Fundamentals of Place

Any marketer or business student from the last fifty years will be familiar with the 4Ps—product, price, promotion, and place—introduced by E. Jerome McCarthy in 1960 and widely adopted by other textbook authors.3 In this formulation, “place” means the various physical distribution activities undertaken to make the product available to consumers. Nowadays, it is clear that this definition is much too narrow. Multiple aspects of place and location are relevant to marketing, and each of them must be considered for a brand to have the maximum impact in our connected world.

In our more inclusive view, the primary strands of place include the following:

Psychological Place

People have a web of mental associations with location. Consumers may attribute juiciness to oranges from Florida or associate a Dodge Durango with the rugged outdoors. Such associations carry over to product preferences in everything from where fruit comes from to which Web browser to click on.

Physical Place

Part of the marketer’s job is to make products physically accessible to customers. Stores attract consumers through convenient location or proximity to other retailers. The structural characteristics and uses of space at retailers such as Nike and the Apple Store influence people’s wants and motivate them to buy.

Virtual Place

Increasingly, consumers search for information or buy products online, in virtual places. Mobile devices with “geolocational” capabilities allow marketers to send tailored ads or electronic coupons to consumers keyed to where the consumer is located at a particular moment.

Geographic Place

In a significant contribution to local economies, consumers “buy” places—for example, in the form of a visit to France or to Spain—places that actively market themselves as travel destinations. Place and product become intertwined when destinations from Champagne to Madras lend their names to marketed goods.

Global Place

The best global brands, from IBM to McDonald’s, are by design also the leading local brands, and vice versa; companies today must simultaneously market to multiple levels to create a virtual loop.

For marketers, managing all the elements of place includes physical distribution—that is, the activities that make products available in places where customers are. It includes retailing—selecting and designing places to present and sell goods to consumers, whether they are physical or virtual places. It includes consumer behavior and psychology—understanding and influencing how consumers make decisions based on a brand’s associations with a place. It includes organizational strategy and structure—choosing where to market and setting managerial responsibilities for those places.

Tellingly, the 4Ps are often discussed as a sequence—first product, then price, and so on—rather than as overlapping and mutually dependent sets of activities. This encourages managers to focus on product development as the necessary strategic starting point for marketing planning. With place at the end of the line, merchandising and distribution issues are inevitably viewed and treated as more tactical in nature, considered only after the other three parts of the marketing program have been decided. Yet experience shows that treating place last can radically reduce the marketing opportunity. Treating place earlier prompted Procter & Gamble (P&G) to introduce 2x ultraconcentrated laundry detergent, which allowed twice as many bottles to be placed on the same shelf space. Place knowledge enabled Apple to reap enormous retail success with well-situated stores that can communicate the Apple experience to consumers by allowing them to touch and feel the products.

In this book, we will show how place is critical to nearly every marketing planning decision, and why place, now more than ever, cannot be an afterthought. We aim to concisely address all the aspects of place in marketing—from where a particular product should be placed on a supermarket shelf to how globally standardized versus locally adapted marketing programs should be balanced in a brand’s overall strategy.

We Live in a Flat and Spiky, Globalized and Local World

In the past few years, we’ve been given mixed messages about how the world is arranged. Some scholars and pundits tell us the world is flat while others insist it’s spiky. Some politicians and observers tell us that cultures and values are converging, while others point to cultural divergences that generate world conflict. Some praise globalization, while others point to its dangers. We’re told consumers want to live in a digital cloud but still value the importance of physical touch.4 Only one thing is certain: competing trends are pulling multinational firms in all directions at once.

This forces us to ask questions: Which of these ideas and trends will dominate, and where? Which matter most to marketers? Which should they be reacting to and planning for? The right answer is that there is no right answer. We must accept a world in which all of the above thinkers can be right, depending on the context, marketing purpose, and business model. Accepting this premise means accepting that place still matters, that the local is still as significant as the global, and vice versa. It means believing that IBM is successful because it creates “Solutions for a Small Planet,” while HSBC attracts customers by being “The world’s local bank.”

Local marketing and global marketing must coexist. No global company is more quintessentially American than McDonald’s or Coca-Cola—both of which may represent the first physical contact that some people have with things American. Yet even McDonald’s cannot be a great global brand without being a great local brand. It could not penetrate, let alone dominate, markets the world over without expanding beyond its global core products and cultivating authentic local appeal. This has been a more gradual process in some markets than others—Europe accounts for 40 percent of revenues, while Asia Pacific, the Middle East, and Africa collectively account for less than a quarter. But almost every McDonald’s outlet is locally owned and locally staffed, and, wherever possible, uses locally sourced supplies. Each franchisee is encouraged to invest in the local community; and the global hamburger leader goes to great lengths to customize menus to local tastes.5

Our Virtual and Physical World

Google is perhaps the ultimate “placeless” firm—all of its services and products are delivered to consumers worldwide via the “cloud.” It apparently doesn’t matter where Google offices or servers are as long as you can access its products whenever and wherever there’s an online connection. Yet recently the firm paid a high price for thinking it was “beyond geography.”6 In January 2010, Google announced it was considering leaving China—both its cyberspace market and physical presence there—after discovering the Gmail accounts of Chinese political dissidents had been hacked. This was not the first time Google had a run-in with China; for years it had balked at having to comply with Chinese government censorship of search requests on its Chinese-language Web site. In the ensuing spat between Google and the Chinese government, few believe Google won. Meanwhile, the company faced invasion of privacy lawsuits in Germany after it photographed streetscapes featuring private homes for its Street View mapping product. Google, a company whose primary product has no physical form, had suddenly become firmly rooted in place.

The Internet and the mobile phone are the most recent in a long line of technological advances that have transformed marketing by lowering physical barriers of place. In the case of digitizable products (such as words or music), entire transactions—from production and distribution through purchase, delivery, and consumption—can occur in virtual space. And even for products that must be acquired in a physical form, online searching, ordering, and payment options fulfill many of the functions performed by traditional—that is, physical—retailers. The Internet has also transformed marketing communications and democratized the brand knowledge and expectations of consumers around the world by accelerating the spread of word-of-mouth and viral advertising, more so even than television.

But as the Google example shows, although cyberspace markets theoretically dispense with conventional geographical boundaries, in practice, geography still counts. Political boundaries with associated laws, regulations, taxes, and trade agreements still govern sellers and their digital or physical products. Relatively few online transactions cross national borders.

The geographical location features embedded in the latest communication technologies are further increasing the importance of place in the marketing mix. With great precision, these geolocation technologies are able to identify the location of a mobile phone and report it to the user, the phone company, or third parties. Firms can offer consumers ads and promotions based on their physical location. Sites like Yelp allow consumers in turn to submit geotagged reviews and photos (which verify that the reviewer actually visited the establishment in question) that increasingly make or break the success of restaurants, hotels, and other service businesses.

Integrate the Many Facets of Place

Real Madrid exists powerfully in psychological place, in physical place, and in virtual place. For the fans who are voting members of the club and who show up to cheer the team at every game, the Real Madrid brand occupies, next to family and friends, the most important place in their collective psyche, thanks to the emotional connections they share with the team. The place where they assemble, the Bernabéu Stadium, is an iconic location where countless championships have been won. It is open year-round, hosting concerts and other outside events. Visitors arrive from around the world to tour the stadium, to view the trophies in the club museum, and to buy merchandise at the store. To reach its ever-expanding fan base around the world, Real Madrid offers (in virtual space) a Web site, online news, and mobile apps for accessing game highlights and other services—some free, some paid.

As this example indicates, managing place has become more complicated than ever. In the early years of marketing as a formal discipline, most business remained local. Few companies achieved national distribution or a national brand. Later, as businesses grew, the focus was on reaching national scale—especially through improving the speed and efficiency of supply chains that link places. By the 1970s and 1980s, there were rising numbers of multinational corporations, and a commensurate expansion of the geographical footprints where marketers envisioned profitable business opportunities. The fall of the Berlin Wall in 1989 symbolized the opening up of new, formerly communist regimes to Western marketers. Businesses that had been multinational became global, with ever higher percentages of sales outside their domestic markets. The global stage of marketing brought an ongoing debate, ignited by Theodore Levitt, over the virtues of standardized global marketing programs versus the-then norm of local adaptation.7 Levitt advocated global standardization on the grounds that consumers everywhere wanted the latest, most reliable, and highest quality products at the lowest prices. But experience taught nearly all global marketers that at least some elements of marketing programs required adaptation to local conditions; and these modifications could be adopted at sufficiently low cost to maintain profitability.

A decade or so later, large national and global marketers have started redefining their focus on place—away from global or universal place, and toward hyperlocal place. In this hyperlocal stage, much of the same technology that made possible the Internet and wireless telecommunications, when combined with the geolocation capabilities mentioned earlier, has enabled marketers to pinpoint consumers’ geographic locations down to a city block or storefront. Falling costs of data collection, storage, and analysis, along with interactive telecommunications, have made it easier to target individual consumers or micro segments, for example, delivering micro bursts of electronic messages, including promotional discounts, to consumers as they browse individual store aisles. As well, geographic segmentation has gained in precision. With better information, quick manufacturing, and declining transportation costs, global marketers are able, under the same brand name, to tailor product assortments or customized versions of products to meet the demand preferences of different localities. Zara, the Spanish clothing company, monitors daily sales trends in each of its two thousand stores worldwide, sews up small batches of new fashions, and delivers replenishments customized to consumer demand trends in each of its stores.

Along with managing geographical expansion, marketers have needed to master the complexities of place from a psychological perspective. As businesses grew more sophisticated at understanding and shaping customer behavior, marketers at leading-edge consumer-goods firms, such as Procter & Gamble, increasingly wanted to know what goes on inside people’s heads. Advertising evolved from extolling the functional benefits of products to forging emotional connections between consumers and brands, and establishing a position in psychological space. Actual or imagined places became interesting to consumer marketers in terms of the meanings people attached to brands associated with them—think of the many products whose ad imagery centered on slice-of-life messages from the suburban family home.

When the invention of the World Wide Web and sophisticated search engines helped spur widespread consumer adoption of the Internet in the 1990s, marketers needed to explore the frontier of virtual place. Many early Web sites were essentially online brochures. Increasingly, sites incorporated more sophisticated information and purchase transaction capabilities. Businesses pursued the prospect that everything would be available more cheaply and conveniently on the Internet, that more efficient, transnational supply chains would shave costs and time and supplant national and regional distributors, and that, thanks to cheap online marketing communications and easily spread word of mouth, consumers around the world would become aware of and would want the same global brands, and would engage with marketers in virtual online communities.

We believe the ease with which marketing organizations integrate all aspects of place and move seamlessly back and forth from the local geographical to the global, from the physical to the virtual, and from the functional to the psychological is a source of competitive advantage. Marketers need to have their products and services available in all the right locations; distribution—in both the virtual and physical worlds—is more critical than ever to marketing success. Marketers need to sense and respond to market, competitive, and customer dynamics—all of which vary in different geographies. Acquiring a more integrated knowledge of place enables businesses to better integrate place into marketing strategy and tactics.

Surveys of chief executives’ priorities often reveal an undue emphasis in product innovation to drive growth. In fact, innovation in the other three dimensions of the marketing mix—price, promotion, and place—can also drive growth. The power of innovating around place to drive top-line growth was famously illustrated by the case of L’eggs panty hose. In the 1970s, panty hose could only be bought in department stores where customers had to search through disorganized displays of styles, colors, and sizes, often finding that their desired combination was out of stock. Enter L’eggs with no change in product quality, but a convenient change in place and a new system of distribution. The L’eggs brand was launched in supermarkets and drug stores, where free-standing displays were placed on consignment. This meant L’eggs salespeople were responsible for restocking them. The products were well organized and displayed in eye-catching color-coded packaging so consumers could quickly identify them. The physical form of the packaging lent its name to the brand and created a unique space in consumers’ minds. To this day, L’eggs remains the number one brand of panty hose on the market.

Although place draws the least notice among the 4Ps, it deserves much more managerial attention. After all, place is where the buying transaction occurs. While Pepsi sells the same brands worldwide, it recognizes that winning the battle for worldwide market share happens at the local level one purchase at a time. Likewise, even in today’s integrated world, almost all marketing is retail. For sure, some business- to-business transactions take the form of global procurement contracts and others involve sales of infrastructure projects and aircraft to national governments. But remember that 70 percent of the U.S. gross national product (GNP) is consumer driven. In some cases, consumer purchase decisions are in favor of global rather than local brands; increasingly, people are willing to buy online from remote suppliers. Nevertheless, the bulk of the economy remains local. Time and place utility remain important. And, following the financial crisis of 2008, we became perhaps more willing to trust the local neighborhood bank—with a physical branch on our local Main Street—than some national or global bank where we, as individual consumers, are of little consequence. When there’s a problem, we need local service and support. That’s why, for decades, State Farm Insurance with its nationwide network of agents, offices, and claims adjusters used this as its tagline: “Like a good neighbor, State Farm is there.”

Place is a key consideration in allocating marketing communication expenditures. Local advertising historically has been, and remains, one of the best ways to reach consumers. Consider the automotive industry, consistently a heavy advertiser. In 2008 (the latest year for which full data were available at the time of writing this), local auto dealers accounted for about 40 percent of the approximately $14.7 billion combined total that automakers, dealer associations, and local dealers in the United States spent on advertising.8 That same year, well over half of the expenditures by all advertisers on television, radio, newspapers, magazines, and the Internet was for local, nonnational media, including local broadcast and cable TV, local broadcast radio, local newspapers, and local online Web sites and listings.9

Managing multiple aspects of place well is at the heart of retailing. Retailers compete aggressively for the best locations, which depend on a host of factors—including traffic flow, the number of pedestrians and cars passing by at different times of day, the convenience of shopping, and the presence of complementary retail outlets. Dependable distribution from manufacturer to warehouse to store—along with reliable inventory management—is key to achieving cost efficiencies. Navigation within the store is important. Small changes in aisle placements or shelf displays can alter consumer purchase behaviors. The physical geography, seasonality, and other characteristics of where customers live determine, in part, what products they need. Increasingly, customers expect retailers to coordinate the experience of shopping at physical locations with the experience of shopping online.

To marketers trying to add value, relying on geographic (or demographic) segmentation can seem rather obvious and far less interesting than segmenting consumers according to lifestyles, attitudes and interests, or media usage. But place remains one of the most reliable bases for targeting and positioning decisions. There are still social and cultural differences from one geographic region to another.10 Geographic segmentation serves as a useful surrogate for consumer lifestyles and provides addressability of marketing communications to where people live or shop.

One significant challenge for managers is that much of what is known about place was learned in the past, in the United States and other industrialized countries. That knowledge has to be constantly updated and expanded to adapt to new geographies and different levels of development. For example, how much of what we know about supply chains and distribution channels applies in various types of developing countries? What are the best strategies for retail location and geographic expansion? Take the situation of Briggs & Stratton, the U.S. maker of lawn mowers, which is seeking growth in overseas markets as demand stagnates in suburban America: Briggs & Stratton identified a market in rural China for rice harvesters and planters that incorporate its engines. Now, though, the challenge is finding a set of rural distributors able to develop the market and, among other tasks, obtain government endorsements permitting farmers to receive substantial subsidies on purchases.11

For managers of any size business, the greatest challenge is being able to seamlessly mesh all the various dimensions of place. In our ideal world, for any particular geographical market, ranging from the micro to global scale, a brand manager would be able to overlay information on the physical presence of the brand, its virtual presence, and its psychological meanings—and make better decisions as a result.

Be Intelligently Local

Real Madrid is vital to a vibrant Madrid, and vice versa. Millions of tourists visit Madrid each year just to see Real Madrid play, while a strong base of season ticket holders and dues-paying members is linked to the health of the local economy. For years, the club has sponsored extensive outreach programs to the community, particularly among young people and in the prison population. The Real Madrid Foundation now sponsors programs that combine sports, education, health, and the promotion of peaceful values for children and teenagers in Central and South America, the Middle East, Africa, and, most recently, China.

A critical competitive advantage for marketers will be a renewed focus on place at the local level. This new focus on local treats market areas not as a collection of atomistic individual consumers nor as administratively convenient subdivisions of countries or regions, but as places defined by social interrelationships, sets of common tastes and values, and also particular geographical, cultural, and political characteristics.

When Hillary Clinton’s It Takes a Village was published in 1996, some dismissed the premise as anachronistic in an age of increasing globalization and individualism. Clinton, who took the title from an African proverb, noted:


The sage who first offered that proverb would undoubtedly be bewildered by what constitutes the modern village. In earlier times and places—and until recently in our own culture—the “village” meant an actual geographic place where individuals and families lived and worked together. To many people the word still conjures up a road sign that reads, “Hometown U.S.A., pop. 5,340,” followed by emblems of the local churches and civic clubs. For most of us, though, the village doesn’t look like that anymore. In fact, it’s difficult to paint a picture of the modern village, so frantic and fragmented has much of our culture become. Extended families rarely live in
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