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ON THE RELATION BETWEEN URBAN ROAD NETWORK AND
DISTRIBUTION CENTER LOCATION STRATEGY OF FRANCHISE RETAIL
FIRMS

Shunsuke SEGI, Kiyoshi KOBAYASHI and Kakuya MATSUSHIMA

Franchise retail firms like supermarkets and convenience stores improve the efficiency of goods distribu-
tion to franchise stores by locating distribution centers in a city or the proximity of the city. This study
discusses that investment in urban road network facilitates the utilization of distribution centers through
the reduction in logistics transportation time. For the discussion, this study models the inventory man-
agement of franchise retail firms, and identifies that distribution centers have two functions. The first is to
aggregate the risk to hold goods inventory, which is faced by individual franchise stores. The second is to
increase the lot size of order to transport goods from the outside of the city. Then, this study analyzes how
the investment in urban road network affects the location pattern of franchise stores and a distribution
center in a city, through the improvement of logistics transportation. Its economic benefit to increase the
convenience of shopping for consumers is also discussed.

386



