The locational behavior of advanced logistics. A European city network analysis
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Abstract:

The process of globalization has been accompanied by the rise of a few world cities that appear as control
centers of the global economy. The World City Network (WCN) research field adopts a vision of global
economic processes that emphasizes the space of - financial, informational, goods - flows (Castels, 1996),
which connect these cities in a network. Empirical analysis of World Cities (Sassen, 1993) showed that they
are characterized by a strong presence of Advanced Producer Services firms (APS). In fact, while large
companies in these sectors have adopted a worldwide localization strategy, in order to better serve their
clients (i.e. MNEs), APS tend to concentrate in only few cities (i.e. World Cities), which represent clusters of
knowledge ,and offer to APS a special competitive advantage. The interlocking network methodology (Taylor,

2001), which is based on the intra-firm networks of large APS firms, has been developed on this starting point.

The APS most commonly considered in WCN research are finance, insurance, accountancy, law,
advertisement, management, consultancy (Baeverstock et al., 1999; Sassen, 2000; Taylor, 2004). Though,
recently, a broader panel of services and industries, including logistics, has been included by WCN research
(O'Connor, 2010; O’Connor et al., 2012 and 2015; Wang and Cheng, 2010). The logistics sector is in fact
particularly relevant in the global economy as it manages the physical flow of commodities (Hesse and
Rodrigue, 2006). Besides, the management of supply chains also deals with information flows, therefore,
logistics providers play a similar role to that of other advanced services. However, so far, there are very few

attempts to build a logistics interlocking network (Antoine et al., 2016).

While there is an extensive literature on traffic flows and location of logistics facilities (Hesse and Rodrigue,
2004; Hong, 2007; Hesse, 2008; Graham and Sahling, 2004; Mariotti, 2015; Holl and Mariotti; 2017), the study
of logistics within the WCN framework suggested to investigate another issue: the locational pattern of 3PL
command and advanced logistics functions (Antoine et al., 2016; Hall et al., 2011). In accordance with the
studies devoted to port and maritime industry and APS (Verhetsel and Sel, 2009; Jacobs et al., 2010), existing
research on advanced logistics functions (O'Connor, 2010; O'Connor et al., 2015) outlines two main types of
city that are particularly attractive for major offices: World Cities and main infrastructural nodes’ cities.
According to Jacobs et al. (2011), in the case of port and maritime APS, the choice of a port location is linked

to the presence of a port industry and of other maritime APS firms, rather than to the mere presence of
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traffic flows. In other words, maritime APS are more willing to be located in knowledge rich contexts, whether
specialized (port cities) or generic (World Cities).

The present contribution aims to provide new insights in the analysis of the locational behavior of global 3PL
management function within the WCN framework. The first objective of the research is to draw an
interlocking network dedicated to logistics cities. The analysis concerns the European Union and the
Schengen area, and it is based on the location of management function of the 27 largest global 3PL active in
the area. This part of the research is based on firm data provided by the Bureau Van Dick’s Amadeus
database. The logistics city network does not merely point the presence of companies in European cities, but
highlights their level of connectivity and the links between pair of cities. Geographically speaking, the most
obvious traits of the network we have built are the absolute dominance of Paris, and a center of gravity of

the networks oriented toward the Centre-North Europe.

The second objective of the study is to investigate the location determinants of the 3PL management
functions. Specifically, it is explored the key role played by world cities (urbanization economies; market size
and market potential, WCN connectivity), and the spatial concentration of advanced logistics functions
(localization economies) in attracting 3PL. To do so, descriptive statistics is followed by an econometric

analysis run at the European NUTS3 province levels and referring to the year 2014.
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