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Supply chain practitioners are acquainted with the role of logistics clusters, but their knowledge

of these hubs is still relatively shallow. For example, how many professionals are aware of the

importance of logistics clusters as job creators or appreciate why these communities are such a

successful worldwide phenomenon?

This lack of knowledge is even more pronounced in the wider business world, particularly when

compared to other, better known concentrations of expertise such as Silicon Valley and Wall

Street.

One of the aims of my new book Logistics Clusters: Delivering Value and Driving Growth (MIT

Press, October 2012), is to help companies and governments understand the benefits of these

entities.

This is important because I believe that more investment in logistics clusters will not only yield

supply chain benefits, but broader economic paybacks that are urgently needed at the national

and regional levels.

Logistics clusters are agglomerations of enterprises that share logistics know how and resources.

Typical occupants of these hubs include third-party services providers, freight carriers,

distribution centers, and corporate logistics departments.

A measure of their success is that logistics clusters can be found in almost any part of the world,

often near consumer markets, in central location, or within ports and airports. They have

become vital nodes in global supply chains.

Why has the concept thrived? There are a number of reasons.

Logistics clusters are self-reinforcing; they become more valuable to participants as they get

bigger, which in turn attracts more companies and further growth. Many elements of this

positive feedback loop are rooted in the economics of freight transportation. As the clusters
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expand, they attract higher freight volumes, enabling transportation carriers to use the largest

conveyances at an improved rate of utilization. Furthermore, high freight volumes bring

opportunities for follow-on loads. These factors reduce the cost per ton-mile hauled. The

availability of large quantities of freight also enables carriers to offer better service levels in terms

of more frequent and direct services to/from more locations. Low freight rates and superior

levels of service attract more companies, feeding these factors further. The expanding

community promotes trade growth, which also feeds the loop as the demand for cluster-based

services increases.

Another feedback mechanism is the sharing of transportation and logistics assets within the hub.

Pooling resources and expertise buffers resident companies against fluctuations in demand and

the ebb and flow of freight traffic. Again, more enterprises are attracted to the community by

advantages like these, bringing further supply chain efficiencies within reach.

A feature of logistics clusters that is commonly underrated – and one that accounts for much of

the model’s economic success – is their capacity to create jobs.

There are countless examples, but here are a few from the book. The logistics park Alliance Texas

has attracted more than 265 companies employing 30,000 people, in addition to creating over

63,000 indirect jobs in 2011. The port of Rotterdam in the Netherlands employs 55,000 people

directly and 90,000 indirectly. And the Memphis International Airport in the US is responsible

for more than one out of every three jobs in the metro Memphis area.

But it is not only the number of jobs that is impressive. The range of employment opportunities

offered by logistics clusters includes blue collar work in areas such as warehousing, white collar

positions in IT, customer service, and management, and jobs linked to value-add activities

including light manufacturing and repairs. In its Louisville Worldport hub, UPS employs

hardware technicians to repair Toshiba laptops, and pharmacists to distribute medical supplies,

for instance.

Moreover, since these communities attract companies from a wide cross-section of industries,

employment is not tied to the fortunes of any one sector. Another key advantage is that in

general it is not easy to outsource these jobs to offshore contractors. The late-stage customization

of products that is carried in many clusters needs to be performed in close proximity to end

markets. The economics of transportation also dictates that clusters – and hence the employers

they host – should be located close to customers.

Even more opportunities for employment could be created by the demand for green supply chain

solutions. These clusters are hubs of innovation for environmentally sustainable supply chain

practices, owing to the dense freight traffic flows that they handle. As a result, many

communities are acquiring a high level of expertise in green logistics.

Developing a logistics cluster requires the participation of all stakeholders. PLAZA, the large

logistics park in Aragón, Spain, was conceived and developed through an effort involving the

government, opposition parties, labor unions, the state, the city and all other members of civil

society. Where logistics clusters failed or did not materialize is where there was no unity of

purpose among stakeholders. Thus, while Panama is investing billions of dollars in expanding its

canal and turning the waterway into a global logistics hub, Port Said, at the mouth of the Suez

Canal, has never developed into such a hub. Despite its favorable location, very few of the

thousands of container ships that transit the Suez Canal every year stop at Port Said.

As I argue in the book, I believe that the global network of logistics clusters will continue to

expand and evolve. The reasons why these facilities have become an integral part of global supply

chains are stronger than ever. In today’s volatile business environment companies need the
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operational flexibility and agility that logistics clusters offer.

We need more investment in logistics clusters from both the private and public sectors. And that

requires a greater awareness of the economic and commercial benefits made possible by these

communities.

Yossi Sheffi is the Elisha Gray II Professor of Engineering Systems at MIT and the Director of

the MIT Center for Transportation and Logistics. He has worked with leading manufacturers

and logistics service providers around the world on supply chain issues and is an active

entrepreneur, having founded or co-founded five successful companies since 1987. Sheffi is also

the author of The Resilient Enterprise: Overcoming Vulnerability for Competitive Advantage

(MIT Press) and Urban Transportation Networks.

Be Sociable, Share!

Leave a Reply

You must be logged in to post a comment.

Search
 

New from Sponsor Blogs
Aberdeen Group Research: Integrated

Transportation

HighJump TrueCommerce EDI Solutions

Group Moves to New Location

Lean and Agile Performance Measurement

Governance (Part 1)

New home inventories remain stable and low

The Shifting Energy Outlook

Descartes Evolution 2012 Conference Recap…

It’s About Community

Checklist for Well-Equipped Studio Trucks

Mobile solutions pave the way for supply

chain efficiency.In an...

Categories
Select Category

Monthly Archives
Select Month

Recent Comments
srmurrayut on Amazon Plans Carefully Its

Distribution Capacity Growth

SupplyChainCowboy on Guest Commentary:

The Importance of Multi-Carrier Compliance

in Parcel Shipping

E2open on 3PLs and Software Vendors: Keep

Innovating Your Business Models

derkmar on 3PLs and Software Vendors:

Keep Innovating Your Business Models

3

http://twitter.com/intent/tweet?text=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters%20-%20http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F%20
http://twitter.com/intent/tweet?text=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters%20-%20http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F%20
http://www.facebook.com/share.php?u=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&t=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters
http://www.facebook.com/share.php?u=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&t=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters
http://www.linkedin.com/shareArticle?mini=true&url=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&title=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters&source=Logistics+Viewpoints%3A+A+Blog+for+Logistics%2C+Supply+Chain%2C+and+3PL+Executives+Providing+logistics+professionals+with+clear+and+concise+analyses+of+Logistics+Trends%2C+Technologies%2C+and+Services&summary=Supply%20chain%20practitioners%20are%20acquainted%20with%20the%20role%20of%20logistics%20clusters%2C%20but%20their%20knowledge%20of%20these%20hubs%20is%20still%20relatively%20shallow.%20For%20example%2C%20how%20many%20professionals%20are%20aware%20of%20the%20importance%20of%20logistics%20clusters%20as%20job%20creators%20or%20app
http://www.linkedin.com/shareArticle?mini=true&url=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&title=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters&source=Logistics+Viewpoints%3A+A+Blog+for+Logistics%2C+Supply+Chain%2C+and+3PL+Executives+Providing+logistics+professionals+with+clear+and+concise+analyses+of+Logistics+Trends%2C+Technologies%2C+and+Services&summary=Supply%20chain%20practitioners%20are%20acquainted%20with%20the%20role%20of%20logistics%20clusters%2C%20but%20their%20knowledge%20of%20these%20hubs%20is%20still%20relatively%20shallow.%20For%20example%2C%20how%20many%20professionals%20are%20aware%20of%20the%20importance%20of%20logistics%20clusters%20as%20job%20creators%20or%20app
https://mail.google.com/mail/?view=cm&fs=1&to&su=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters&body=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&ui=2&tf=1&shva=1
https://mail.google.com/mail/?view=cm&fs=1&to&su=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters&body=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&ui=2&tf=1&shva=1
http://reddit.com/submit?url=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&title=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters
http://reddit.com/submit?url=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F&title=Guest%20Commentary%3A%20Realizing%20the%20Full%20Potential%20of%20Logistics%20Clusters
https://twitter.com/share
http://logisticsviewpoints.com/category/logistics-trends/
http://logisticsviewpoints.com/wp-login.php?redirect_to=http%3A%2F%2Flogisticsviewpoints.com%2F2012%2F12%2F04%2Fguest-commentary-realizing-the-full-potential-of-logistics-clusters%2F
http://pipes.yahoo.com/pipes/pipe.info?_id=460d09e9870c2c23781c2287f1c71966
http://blog.leanlogistics.com/2012/12/03/transportation-research-aberdeen/
http://blog.leanlogistics.com/2012/12/03/transportation-research-aberdeen/
http://feedproxy.google.com/~r/HighjumpSoftware/~3/nD70V1MSNvA/highjump-truecommerce-edi-solutions-group-moves-to-new-location
http://feedproxy.google.com/~r/HighjumpSoftware/~3/nD70V1MSNvA/highjump-truecommerce-edi-solutions-group-moves-to-new-location
http://blog.jda.com/lean-and-agile-performance-measurement-governance-part-1-2/
http://blog.jda.com/lean-and-agile-performance-measurement-governance-part-1-2/
http://feedproxy.google.com/~r/TransplaceIndustryBlog/~3/UwfixUHKUug/new-home-inventories-remains-stable-and-low.aspx
http://www.mytmc.com/Blog/post/2012/11/29/The-Shifting-Energy-Outlook.aspx
http://blog.descartes.com/?p=1642
http://blog.descartes.com/?p=1642
http://blog.ryder.com/2012/11/checklist-for-well-equipped-studio-trucks/
http://gocloudlogistics.tumblr.com/post/36154439516
http://gocloudlogistics.tumblr.com/post/36154439516
http://logisticsviewpoints.com/2012/12/03/amazon-plans-carefully-its-distribution-capacity-growth/comment-page-1/#comment-3111
http://logisticsviewpoints.com/2012/12/03/amazon-plans-carefully-its-distribution-capacity-growth/comment-page-1/#comment-3111
http://logisticsviewpoints.com/2012/11/27/guest-commentary-the-importance-of-multi-carrier-compliance-in-parcel-shipping/comment-page-1/#comment-3031
http://logisticsviewpoints.com/2012/11/27/guest-commentary-the-importance-of-multi-carrier-compliance-in-parcel-shipping/comment-page-1/#comment-3031
http://logisticsviewpoints.com/2012/11/27/guest-commentary-the-importance-of-multi-carrier-compliance-in-parcel-shipping/comment-page-1/#comment-3031
http://logisticsviewpoints.com/2012/11/28/3pls-and-software-vendors-keep-innovating-your-business-models/comment-page-1/#comment-2987
http://logisticsviewpoints.com/2012/11/28/3pls-and-software-vendors-keep-innovating-your-business-models/comment-page-1/#comment-2987
http://logisticsviewpoints.com/2012/11/28/3pls-and-software-vendors-keep-innovating-your-business-models/comment-page-1/#comment-2986
http://logisticsviewpoints.com/2012/11/28/3pls-and-software-vendors-keep-innovating-your-business-models/comment-page-1/#comment-2986


Guest Commentary: Realizing the Full Potential of Logistics Clusters - Logistics Viewpoints :: Logistics Viewpoints: A Blog for Logistics, Supply Chain, and 3PL Executives

http://logisticsviewpoints.com/2012/12/04/guest-commentary-realizing-the-full-potential-of-logistics-clusters/[12/4/2012 11:51:35 AM]

Lhamashima on Guest Commentary: Modern

Transportation Management Systems Make

LTL Neutral Rate Bases Obsolete

Contact Us

©2008-2012 Logistics Viewpoints. All Rights Reserved. The content of Logistics Viewpoints may not be reproduced or distributed without prior written

approval. Please read our Terms of Use for more details.

Logistics Viewpoints: A Blog for Logistics, Supply Chain, and 3PL Executives

Copyright © 2012 All Rights Reserved

iThemes Builder by iThemes

Powered by WordPress

http://logisticsviewpoints.com/2012/11/20/guest-commentary-modern-transportation-management-systems-make-ltl-neutral-rate-bases-obsolete/comment-page-1/#comment-2885
http://logisticsviewpoints.com/2012/11/20/guest-commentary-modern-transportation-management-systems-make-ltl-neutral-rate-bases-obsolete/comment-page-1/#comment-2885
http://logisticsviewpoints.com/2012/11/20/guest-commentary-modern-transportation-management-systems-make-ltl-neutral-rate-bases-obsolete/comment-page-1/#comment-2885
http://www.logisticsviewpoints.com/contact
http://logisticsviewpoints.com/terms-of-use/
http://ithemes.com/purchase/builder-theme/
http://ithemes.com/
http://wordpress.org/

	logisticsviewpoints.com
	Guest Commentary: Realizing the Full Potential of Logistics Clusters - Logistics Viewpoints :: Logistics Viewpoints: A Blog for Logistics, Supply Chain, and 3PL Executives


	9mLWxvZ2lzdGljcy1jbHVzdGVycy8A: 
	form1: 
	s: Search site
	input3: 


	9mLWxvZ2lzdGljcy1jbHVzdGVycy8A: 
	cat: [-1]
	archive-dropdown: []



