
THE ECONOMIC DEVELOPMENT OF SECOND-TIER CITY-
REGIONS IN THE UNITED KINGDOM : USING "ABSORPTIVE 
CAPACITY" TO THEORISE THE "FIRM-TERRITORY NEXUS"                                                                                                       

David Waite 

 
A Thesis Submitted for the Degree of PhD 

at the 
University of St Andrews 

 
 

  

2015 

Full metadata for this item is available in                                                                           
St Andrews Research Repository 

at: 
http://research-repository.st-andrews.ac.uk/ 

 
 

Identifiers to use to cite or link to this thesis: 

DOI: https://doi.org/10.17630/10023-7070  
http://hdl.handle.net/10023/7070   

 
This item is protected by original copyright 

 

http://research-repository.st-andrews.ac.uk/
https://doi.org/10.17630/10023-7070
http://hdl.handle.net/10023/7070


 
 

 
 
 
 

The Economic Development of Second-Tier City-
Regions in the United Kingdom: Using “absorptive 

capacity” to theorise the “firm-territory nexus” 
 
 

David Waite 
 
 
 

 

 
 

 

 

 

This thesis is submitted in partial fulfilment for the degree of PhD  
at the  

University of St Andrews 
 

 

 

June 2015 
 



 
 

 

 
1. Candidate’s declarations:  

 
I, David Waite, hereby certify that this thesis, which is approximately 78,000 words in length, has been 
written by me, and that it is the record of work carried out by me, or principally by myself in collaboration 
with others as acknowledged, and that it has not been submitted in any previous application for a higher 
degree.  
 
I was admitted as a research student in September, 2010 and as a candidate for the degree of Doctor of 
Philosophy in September, 2010; the higher study for which this is a record was carried out in the University 
of St Andrews between 2010 and 2014.  
 
Date: 15/6/2015   
 
2. Supervisor’s declaration:  

 
I hereby certify that the candidate has fulfilled the conditions of the Resolution and Regulations appropriate 
for the degree of Doctor of Philosophy in the University of St Andrews and that the candidate is qualified to 
submit this thesis in application for that degree.  
 
Date: 15/6/2015   
 
3. Permission for publication: (to be signed by both candidate and supervisor)  

In submitting this thesis to the University of St Andrews I understand that I am giving permission for it to be 
made available for use in accordance with the regulations of the University Library for the time being in 
force, subject to any copyright vested in the work not being affected thereby. I also understand that the title 
and the abstract will be published, and that a copy of the work may be made and supplied to any bona fide 
library or research worker, that my thesis will be electronically accessible for personal or research use 
unless exempt by award of an embargo as requested below, and that the library has the right to migrate 
my thesis into new electronic forms as required to ensure continued access to the thesis. I have obtained 
any third-party copyright permissions that may be required in order to allow such access and migration, or 
have requested the appropriate embargo below.  
 
The following is an agreed request by candidate and supervisor regarding the publication of this thesis:  
 
PRINTED COPY  
a) No embargo on print copy  

 
ELECTRONIC COPY  
b) Embargo on all or part of electronic copy for a period of 5 years on the following ground(s):  

 

 

Supporting statement for electronic embargo request:  

The publication of my thesis in electronic from at this stage would preclude the future publication of the 
material contained within it as many publisher policies do not permit material to have been made available 
electronically prior to publication. This is problematic, as I am in the process of preparing papers based on 
chapters four and six for submission to peer-reviewed journals, and will look to aspects of chapter three for 
possible reworking and journal submission. In order for me to be able to follow through with this publication 
plan within the timescales involved in the review of academic articles, I require an embargo of five years to 
be placed upon the full electronic copy of my thesis. 
 
Date: 15/6/2015    
 
Please note initial embargos can be requested for a maximum of five years. An embargo on a thesis 
submitted to the Faculty of Science or Medicine is rarely granted for more than two years in the first 
instance, without good justification. The Library will not lift an embargo before confirming with the student 
and supervisor that they do not intend to request a continuation. In the absence of an agreed response 
from both student and supervisor, the Head of School will be consulted. Please note that the total period of 
an embargo, including any continuation, is not expected to exceed ten years.  



i 
 

Table of Contents 

 

 
Table of Figures.............................................................................................................................. ii 

Acronyms ....................................................................................................................................... iii 

Abstract ......................................................................................................................................... iv 

Chapter 1 – Introduction ................................................................................................................ 1 

Chapter 2 – Literature Review....................................................................................................... 7 

Chapter 3 – Approach and Methodology .................................................................................... 21 

Chapter 4 – Nature of the Financial Services Sector .................................................................. 50 

4.1 Edinburgh Financial Services Case Study ............................................................................ 57 

4.2 Manchester Financial Services Case Study .......................................................................... 77 

4.3 Centres of Excellence ........................................................................................................... 94 

4.4 Themes and Patterns .......................................................................................................... 101 

Chapter 5 – Place Development – Nature and Overview ......................................................... 104 

5.1 Leith Docks Case Study ...................................................................................................... 105 

5.2 MediaCityUK Case Study .................................................................................................... 121 

5.3 Themes and Patterns .......................................................................................................... 137 

Chapter 6 – Theorising City Absorptive Capacity ..................................................................... 141 

Chapter 7 – Conclusion ............................................................................................................. 177 

Bibliography ............................................................................................................................... 186 

Appendix 1 ................................................................................................................................. 208 

Appendix 2 ................................................................................................................................. 209 

Appendix 3 ................................................................................................................................. 211 

Appendix 4 ................................................................................................................................. 213 

 

  



ii 
 

 
Table of Figures  
 

 
Figure 3.1: Analytical Approach .................................................................................................. 21 

Table 3.1: Example of Coding and Analysis ............................................................................... 37 

Table 3.2: City and City-Region Dimensions and Characteristics .............................................. 47 

Table 3.3: Primary Data Collected for Case Studies................................................................... 49 

Table 4.1.1: Edinburgh’s Financial Services Sector.................................................................... 57 

Table 4.2.1: Manchester’s Financial Services Sector ................................................................. 79 

Table 4.2.2: Manchester Advisor Transactions ........................................................................... 85 

Table 5.1.1: Leith Docks Specifications .................................................................................... 109 

Table 5.2.1: MediaCityUK Specifications .................................................................................. 126 

Table 5.2.2: MediaCityUK Funders ........................................................................................... 127 

Figure 6.1: Basic Absorptive Capacity Framework ................................................................... 146 

Figure 6.2: Potential Causal Relations within the Absorptive Capacity Framework ................. 155 

Figure 6.3: Conceptual Expansions .......................................................................................... 164 

Figure 6.4: Conceptualising City Economy Absorptive Capacity for Financial Services – 

Edinburgh .................................................................................................................................. 166 

Figure 6.5: Conceptualising City Economy Absorptive Capacity for Financial Services – 

Manchester ................................................................................................................................ 167 

Figure 6.6: Conceptualising City Economy Absorptive Capacity for MediaCityUK ................... 172 

Figure 6.7: Conceptualising City Economy Absorptive Capacity for the Leith Docks ............... 173 

Figure 7.1: Mapping Path Dependent Processes ..................................................................... 180 

 

  



iii 
 

Acronyms 
 
 
  
AGMA 
AIM 
AUM 
BIS 
CoE 
DCLG 
DMC 
EA 
EMEA 
FDI 
FS 
FT  
FTE 

Association of Greater Manchester Authorities 
Alternative Investment Market 
Assets under management 
Department for Business, Innovation and Skills 
Centre of excellence 
Department for Communities and Local Government 
Digital Media City 
Enterprise Area 
Europe, Middle East and Africa 
Foreign direct investment 
Financial services 
Financial Times 
Full time equivalent 

GaWC 
GEAR 
GFC 
GFCI 
GMCA 
GPN  
GTA  

Globalization and World Cities centre 
Glasgow East Area Renewal 
Global financial crisis 
Global Financial Centres Index 
Greater Manchester Combined Authority 
Global production networks 
Grounded theory approach 

HQ 
IPO 
JIT  
JV 
LA 
LSE 
M&A 

Headquarter 
Initial public offering 
Just-in-time 
Joint venture 
Local authority 
London Stock Exchange 
Mergers and acquisitions 

MNE 
MoU 
NRIF 
NRIP 
NWDA 
O&M 
OECD 
OWCRTF 
PUA 
RBS 
SFE 
SME 
SIMD 
TIF 

Multinational enterprise 
Memorandum of Understanding 
National Renewables Infrastructure Fund 
National Renewables Infrastructure Plan 
North West Development Agency 
Operations and maintenance 
Organisation for Economic Co-operation and Development 
Offshore Wind Cost Reduction Task Force 
Primary urban area 
Royal Bank of Scotland 
Scottish Financial Enterprise 
Small medium enterprise 
Scottish Index of Multiple Deprivation 
Tax increment financing 

TNC 
TTWA 
UoE 
UK 

Transnational corporation 
Travel to work area 
Unit of excellence 
United Kingdom 

  
  
  
  
  

 
 
 
  



iv 
 

Abstract 

 

 

The economic development challenges facing second-tier city-regions in the United Kingdom 

reflect a critical dimension of policy debates concerning spatial rebalancing. The integration of 

multi-location firms at second-tier territorial contexts is an important aspect of rebalancing 

narratives, and this thesis examines what such integration may entail for the economic 

development of these places. Given the label of the “firm-territory nexus” by other economic 

geographers (Dicken and Malmberg, 2001), integration brings into focus a complex set of 

factors, processes and conditions. In order to grapple with and order such complexity, the 

conceptual framework of city-region absorptive capacity has been proposed and developed in 

this research.  

 

Four case studies across two second-tier UK cities, Edinburgh and Manchester, comprising 

interviews with elites and the collection of extensive documentary material, provides the 

empirical material for framework development. The research hinges on an analytical process 

that: first, deploys the functional form of “absorptive capacity” to provide language and broad 

parameters by which to approach the empirical object; and second, generates abstract 

categories from the empirical data to flesh out a contextually sensitive conceptual framework. 

Network position relative to London and labour appear as important integrating mechanisms 

across the case studies, though the conceptual framework demonstrates contingencies in terms 

of territorial and relational processes, shifting moments of structure and agency, and the 

overlapping institutional mosaics at play. By providing portraits of city economies in the middle 

ground of global economic networks, the need to articulate economic geographies of the 

“outside” and “inside” are also given emphasis. 
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Chapter 1 – Introduction 

 

 

Capital accumulation processes in second-tier city-regions have received scant attention to 

date. We know little, for example, about how proximity and connections to global cities shape 

development outcomes. Moreover, understandings of how policymakers can effectively 

intervene in capital networks for the benefit of local area development are diffuse, temporally 

limited and thus hard to pin down. While boosterist narratives of city success and dynamism 

litter policy and strategy statements, this often masks knowledge gaps about the functional 

systems, and their complex geographies, that configure the economic development of second-

tier city-regions.  

 

Mindful of the above, this thesis makes progress on a persistent puzzle within the economic 

geography literature; a puzzle hinging on how economic geographies of place stem from the 

meshing of global and local systems. Concerned with exposing the dynamics of second-tier city-

region economies in the UK, attention is steered toward the integration of such territorial spaces 

within multi-location firm networks. Developing the conceptual framework of city economy 

“absorptive capacity” to map and shine light on the contingent processes shaping the integration 

and embeddedness of multi-location firms at second-tier city-regions, is the original contribution 

of this research.  

 

Grappling with the economic development implications of firm-region integration reflects an 

ongoing challenge for both academics and policymakers. This is because multi-location firms 

will undertake functions at a city-region based on a consideration of, one, the logics and 

structures of the firm’s national or global production process, and two, the conditions and 

attributes present at the particular city-region. This points to a recursive system – inflected by 

both agential moments and binding path dependencies inter alia – giving shape and texture to a 

place-based economy. As a result, an important key to city-region economic development lies in 

revealing, as far as analysis permits, the multiple logics, events and conditions that mesh one 

and two together. As this requires accommodation for both relational and territorial systems, any 

integrative conceptual framework must work at the frontiers of explanation and categorisation in 

economic geography. 

 

The integrative arrangements of interest here are set against critical issues of political economy. 

By focusing on the economic development of two “core” or second-tier city-regions – Edinburgh 

and Manchester - this thesis links to concerns about the spatial “rebalancing” of the UK 

economy. Indeed, with policy officials increasingly alert to the notion of “London and the rest” - 

though this is not new and was identified by the Barlow Commission in 1940 - a conceptual 
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framework is provided in this research that helps to elucidate the complex factors and 

arrangements that may produce or reinforce uneven economic development. This is not to 

claim, of course, that a silver bullet lies within this thesis. Rather by setting out and ordering the 

myriad processes and conditions that shape the economic development of two major UK cities 

outside of London, this thesis aims to advance our understanding of how unevenness is 

constructed and maintained. 

 

With regard to the specific problem of firm-territory integration, policymakers typically perceive 

multi-location firm investments as critical for employment and productivity objectives. Whilst 

efforts to boost start-up firm rates are an important source of dynamism, economic objectives 

pertaining to employment and productivity are widely seen to require the attraction of foreign 

capital (though there are persistent debates about the power asymmetries between firms and 

places and the risks associated with this). Such positions are clearly stated in economic 

development strategies across UK city-regions. Silos in policymaking often mean, however, that 

those charged with levers around skills development, land planning and infrastructure sit under 

different reporting lines. In showing the diversity of hooks between firms and places, such 

myopias may be seen to be limiting. This research provides, therefore, a diagnostic and 

mapping tool for future economic development strategies and carries implications for policy 

process. 

 

Reflecting a thorny conceptual challenge, economic geographers have engaged with the 

problem of integration and embeddedness through work on firm strategies and city network 

configurations, among other areas. However, as the literature review in Chapter 2 

demonstrates, blind spots appear in these literatures and conceptualisations fall short of laying 

out a thorough “interfacing mechanism” (Yeung, 2009: 212). Such limitations may be seen to 

reflect both vogues of theorisation or a fetishisation of one particular side of the integration 

process. In terms of the latter, indeed, analytical gaps may be seen to be symptomatic of 

reductivist approaches to the detailing of place economies. Urban economies are complex to 

grapple with, meaning the seductions of stylised mechanisms have perhaps proved too strong 

in a number of literatures to date.  

 

By setting out a functional framework that allows a deep interrogation of how firm 

embeddedness evolves over steps – along with consideration for how varying institutional and 

evolutionary processes at the city-region in focus are made effective, or indeed ineffective, by 

shifts in global sector configurations - this thesis begins to address the challenges of mapping a 

complex integrative system. The “absorptive capacity” framework has been deployed by a small 

set of academics to explore issues of integration already, yet a more precise re-working of the 

concept to detail the “firm-territory” nexus, as given in this thesis, has not emerged to date.  
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An analytical tension associated with conceptual application and development becomes 

apparent given the approach taken in this thesis. In this respect, a fine path between drawing on 

the novelties offered by an existing functional framework, taken from a cognate field, and 

developing a conceptual framework in a way that retains close links to data, needs to be 

followed. With reference to leading debates on the operationalisation of critical realism and 

grounded theory – and by marrying an a priori ordering frame with content derived from the 

analysis of empirical material – it is argued in later chapters that an appropriate resolution can 

be arrived at. This is a novel approach steered, principally, by emerging areas within heterodox 

economics. 

 

A qualitative approach involving interviews with elites and the collation of extensive 

documentary sources reflects the core empirical activities undertaken. Contextually, four case 

studies provided limits for data collection. Taking different starting points, the sector and place 

development cases in Edinburgh and Manchester provide for a rich, nuanced story of the 

economic development trajectories of both cities to be told. Indeed, a story of two cities that 

linger in the shadow of a global city and a story of two cities that face competitive tensions from 

rival second-tier cities in Europe and beyond, are sketched out. More particularly, a narrative is 

developed of two second-tier cities that jostle in the middle ground of the global economy, 

lacking the gravity of key “growth poles” on the one hand, and operating without the distinct cost 

advantages of emerging economies, on the other hand.  

 

The city-region economy is the empirical object in this research. However, it is through an 

analysis of the patterns of multi-location firms, and the allied institutions and organisations that 

shape integrative processes, which the conceptual framework ultimately rests on. This is to say, 

cities do not act in and of themselves (cities do not possess agential qualities); rather they are 

made-up by the activities instigated by a range of actors operating across variable geographic 

scales. More broadly, in terms of the theoretical backcloth of economic geography and urban 

studies, this research rejects poststructuralist conceptions that, one, position the urban simply 

as a site of rupture forged by ineluctable relational geographies, and, two, resist framing the 

urban in terms of particular or identifiable settlement types (Brenner and Schmid, 2014). 

Instead, this research retains a sense of the urban as a definable, though not rigidly bounded, 

settlement that mediates and re-produces global economic systems (leading to “spiky” rather 

than “flat” typologies). 

 

Stemming from the aforementioned approach and starting points, this research arrives at a firm-

territory nexus that is always in flux. As a corollary, one must think of the absorptive capacity of 

city economies as ultimately predicated on the messy and plural nature of integrating and 

embedding factors. No one factor holds the nexus together. Indeed, while factors such as 

labour move toward an essentialised treatment by some - the claim that labour will attract and 
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lock in multi-locations firms - the framework developed in this thesis shows how contingent the 

operation of labour is, and what countervailing factors may take effect and negate its role in 

lodging capital processes.  

 

Seven chapters make up this thesis and are ordered as follows:  

 

Chapter 2, the literature review, outlines existing work on integration and the “firm-territory 

nexus”, after a brief review of how city economy conceptualisations vary from the bounded, as 

agglomeration economists typically posit, to the networked (and, to some degree, competitive). 

Recalling work on foreign direct investment, global production networks and global city networks 

– from international business, management and economic geography literatures - gaps in such 

integrative frameworks are highlighted. Such gaps reflect disciplinary commitments to some 

degree, as well as a tendency to focus on mapping the nuances of firm networks, rather than 

the qualities of place. The unequal treatment of place thus leaves a gap for a conceptual 

framework that is more sensitive to territorial conditions and processes. 

 

Seeking to address this gap, Chapter 3 lays out the approach and methodology, including 

reasoning for case study selection. Attention is also steered toward epistemological issues, 

given the complex empirical material under consideration and the need to be clear about what 

form of explanation the conceptual framework of “absorptive capacity” provides. More 

particularly, substantial focus is given to a critical realist approach operationalised through 

grounded theory. This approach is suitable for unpacking a complex system, it is argued, where 

there is interest in; one, how different moments of agency and structure intersect, and, two, 

mapping where key system triggers and events may reside. However, critical realism and 

grounded theory are both unsettled areas, and are treated differentially within and across 

disciplines, so clarity is given about the interpretations adopted in this research. Symptomatic of 

such an approach, this research makes no claims to be categorical; the complexity of the 

system under inspection simply makes this implausible. Through extensive qualitative analysis, 

predicated on back and forth movements between data and categories, it is argued, however, 

that a framework can be generated that orders the diffuse integrative activities and processes at 

play. 

 

Mindful of the key conceptual aim and the approach set out to develop the conceptual 

framework, Chapter 4 marks the first data chapter, providing content for concept development. 

Looking at Edinburgh and Manchester as financial centres, the chapter first gives an overview 

of the principal parameters of financial services, including the core activity areas and changing 

operating contexts. Such an outline is critical in opening up what many consider to be a deeply 

obscure and impenetrable area of economic production (Christophers, 2009). Following this, the 

Edinburgh case study is given, which notes the key sub-sectors in the city, then the themes and 
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patterns which would appear to underpin the integration of multi-location financial services 

firms. The Manchester case study is then set out, detailing a financial centre that is less rooted 

yet more insurgent, before the conclusion draws together the similarities and divergences 

across the two case contexts. The case studies present granular perspectives on how, and 

through what dependencies and connections, second-tier cities jostle for capital investments. 

Critically, the themes and patterns drawn out in the two financial sector cases provide the 

content for the conceptual framework that is detailed in Chapter 6. 

 

With a desire in this thesis to offer a rich and nuanced account of economic development in 

Edinburgh and Manchester, further empirical content is provided in the form of two place 

development case studies (one in each city-region) in Chapter 5. This gives new perspectives 

on how the firm-territory nexus, typically from a pre-investment position, may emerge. Giving 

recognition to such place-centred perspectives is critical, given the empirical object and the aim 

to lay bare the wide set of economic activities and integrating conditions that make up a second-

tier city-region economy (not just a second-tier financial centre). As expected, given the more 

delimited territorial settings that are subject to investment promotion programmes, a set of more 

intentional activities and processes come into view. Additionally, hybrid capitalisms are apparent 

in these cases, with state-owned and controlled organisations playing important roles. As with 

the financial services case studies, the themes and patterns drawn out from the place 

development case studies provide the content for the conceptual framework developed in 

Chapter 6. 

 

Armed with rich empirical material set out in the four aforementioned case studies, the key 

conceptual contribution - absorptive capacity for the firm-territory nexus - is developed in 

Chapter 6. The conceptual framework is developed in iterations, starting with the core 

categories derived from the data, combined with the a priori phasing of absorptive capacity. 

Further nuances, linking back to empirical examples throughout, are then inserted into the 

conceptual framework. This retains critical links with Chapter 3, and the critical realist approach 

set out, by detailing how empirical observations may be seen to stem from underpinning 

mechanisms, working at different moments of the integrative process. The conceptual 

framework is then populated for all four of the case studies detailed in Chapters 4 and 5. Finally, 

with reference to the conceptual origins of absorptive capacity, nuances on integrative 

contingencies, as reflected by relative, potential and realised absorptive capacity, are translated 

to the firm-territory nexus to offer greater analytical granularity. 

 

Chapter 7 is the concluding chapter providing reflections on the contribution made as well as 

possible next steps for research. The chapter outlines how the thesis contributes to ongoing 

debates in economic geography, including work on firms as key agents, the complexities of 

socio-spatial framings (and the requirements for plurality in order to cope with relational and 
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territorial processes), and evolutionary economic geography. The latter reflects a key focus for 

scholars interested in the economic development of city-regions, so some thoughts are given as 

to how the absorptive capacity concept may be advanced. Additionally, reflecting the nascency 

of the framework developed, and recognising that refinements will be needed, suggestions are 

set out as to what further empirical contexts could be brought into focus. 

  



7 
 

Chapter 2 – Literature Review 

 

 

City Economies 

 

The nature and organisation of economic production is continuously changing. As production 

logics alter, so do the spaces in which the economy inhabits. In this contemporary period, 

economies are increasingly driven by knowledge and innovation, depending on narrow 

specialisations. These two factors are strongly biased to take urban settings, particularly larger 

metropolitan regions. Conceptualising the ever-increasing significance of city-regions as a result 

of the rapidly shifting nature of economic production, Scott et al. (2010) consider shifts from the 

“routine” to the “disruptive”. For these authors, the rise of the service economy, the significance 

of tacit knowledge, the ever-changing consumption landscape and the vigorous nature of 

competition all provide an incentive for high-productivity firms, whether by cause or selection, to 

locate in city-regions. Here, it is argued, transaction costs can be minimised and dynamic 

untraded inter-dependencies can be utilised. The dynamic effects referred to here can be best 

summarised as “agglomeration” effects. 

 

Building on the insights seminally presented by Alfred Marshall (1890) in the late 19th century – 

who identified the external economies of input-output connections, labour market depth and 

knowledge exchange - authors such as Rosenthal and Strange (2004), outlining the “micro-

foundations”, and Duranton and Puga (2004), discussing the mechanisms – “sharing”, 

“matching” and “learning” – show how agglomeration processes are premised on a conducive 

environment that enables firms and workers to increase their productivity. While each city has, 

to varying extents, the capability to activate agglomeration economies, contextual issues such 

as the nature of the labour and product markets and a city’s institutional arrangements (Storper, 

2013; Farole, Rodríguez-Pose and Storper 2011), will determine whether agglomeration 

mechanisms provide a city with notable advantages. Glaeser’s (2011) recent account extols the 

city story, and picks up on stylised facts such as density, labour market depth and amenity as 

key drivers that shape the productive global cities that we see. 

 

The agglomeration literature has developed substantially since the apparent revitalisation of 

interest in the operation of spatial economies spurred by Krugman (1991). It remains 

challenging, however, to move from broad empirical associations between scale and density 

and heightened productivity to a more nuanced specification of which externalities and 

mechanisms are most potent (having the most causal effect). This leaves policymakers with a 

story of city potential and a hunch as to how cities work, but little insight as to what to do to 

catalyse and facilitate dynamic economies. Additionally, much work on agglomeration 



8 
 

economies, notwithstanding recent developments by Overman, Rice and Venables (2010), has 

typically been inward-facing, effectively treating the city economy as a territorially bounded 

entity. Given what is known, however, about both economic globalisation and the multiplicity of 

cities that present agglomeration effects to some degree, the agglomeration framework is 

somewhat limited when seeking to expose the developmental processes at play in the urban 

system.  

 

Competitive Cities 

 

While the brief exposition of agglomeration economies sets out the distinguishing features of 

city-region economies and the dynamics unique to concentrated scale and density, an 

appreciation of what happens to urban economic systems, where a myriad of places exhibit 

agglomeration characteristics at varying degrees, is more challenging to draw out. 

Competitiveness helps to frame the cities growth debate in terms of the capture of finite 

productive resources and points to the relative cross-city tensions that affect the economic 

development of urban places. Reflecting a dominant policy concern of the moment, the notion 

that cities compete for scarce resources has been a feature of the urban economic development 

literature for much longer. The nature by which cities compete is, however, highly contested, 

with debate centred around: one, the zero or positive sum nature of competition; two, the 

applicability of an intentional strategy to a non-performative entity or actor (in other words, can 

the city be treated as an intentional and rational actor); and three, the factors that should 

comprise an urban competitiveness framework (Bristow, 2010; Kitson, Martin and Tyler, 2004). 

Competitiveness views closely attach, at the policy level, to arguments that cities are economic 

“engines” and “drivers of economic growth” (Scottish Government, 2011: 70).  

 

Decomposing the constituent features of competitiveness has been of interest to a number of 

authors, although no conclusive view as to what is “in” or “out” of the definition is yet apparent. 

Key factors given by HM Treasury include “skills”, “innovation”, “investment”, “competition” and 

“enterprise” (Kitson, Martin and Tyler, 2004: 996), while the interactions between “employment”, 

“productivity”, “standard of living” and “top-down sectoral trends”, “company characteristics”, 

“the business environment”, “capacity for innovation and learning” make up the core of Begg’s 

(1999: 802) urban “competitiveness maze”. A frequently cited author in the regional 

competitiveness debate is Storper (1997: 264) who defines competitiveness in terms of the: 

“ability of an economy to hold stable or increasing market shares in activity while sustaining 

stable or increasing standards of living for those who participate in it.”  

 

Whether places can be seen to compete like firms do is a critical fault line in the 

competitiveness literature. Krugman (1996), for instance, questions whether it is plausible to 

think of places in competition for resources and market share like companies are. Authors such 
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as Kitson, Martin and Tyler (2004) have sought to retrieve a middle ground whereby 

competitiveness does not necessarily mean zero-sum outcomes - one city gains as another 

loses - but reflects the pathways that a city sets out for medium to long-run growth. 

 

A set of grey literatures, premised on competitiveness logics, has had a role in generating policy 

prescriptions for UK cities. Research for the then Office of the Deputy Prime Minister shaped the 

parameters of competitiveness approaches in the UK through the identification of six essential 

foundations: one, economic diversity; two, skilled workforce; three, connectivity – internal and 

external; four, strategic capacity to mobilise and implement long-term development strategies; 

five, innovation in firms and organisations; and six, quality of life – social, cultural, environmental 

(Simmie et al., 2006: 33-34). This work culminated in the two versions of the State of the 

English Cities (Simmie et al., 2006; Parkinson et al., 2006).  

 

Benchmarking city performance is closely attached to competitiveness approaches. Along with 

more academically rigorous attempts (Huggins, 2003; 2010), one can observe a wide range of 

indices from Mercer‘s quality of life rankings, to PwC’s “good growth for cities” approach (which 

melds economic, cultural and environmental indicators). Such outputs have significant political 

value, and are readily latched onto where a favourable message can be promulgated. Bristow 

(2005; 2010) suggests, however, that the competitiveness discourse is fuzzy and lacking clear 

foundations, but, nevertheless, quickly translated from firms to cities (and across cities). Bristow 

contests that competitiveness logics lead to “identikit” policymaking – with economic 

development strategies showing stark similarities across different contexts (a point also made 

by Turok, 2009).1  

 

Useful outcomes of competitiveness approaches include the development of a richer evidence 

base on English cities and the movement of city economy issues into the foreground of policy 

concern. However, a tendency to focus on discrete, essentialised indicators somewhat limits 

their utility. Addressing this issue by framing the bundled, intersecting processes that more 

obviously undergird city economies is a core motivation for this research. Mindful of how city 

economy dynamics have been approached and framed, both by academics and policymakers, 

the following discussion sets out the conceptual problematic underpinning this thesis. 

 

  

                                                 

 
1 Bristow (2010), though recognising the potency of competitiveness approaches for policymakers, seeks to lever space 
for alternative approaches to economic development. 
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Conceptualising the Functionality of City-region Economies 

 

The notion that city-region economies are shaped by processes taking a range of spatial 

configurations is not a new one, neither for “new economic geographers” nor for “economic 

geographers proper”. Rather it is the lack of conceptual exploration as to how the multiple 

processes jostle together at particular territorial sites that warrants the investigation undertaken 

in this thesis. Previous attempts may reflect, in some instances, a desire for simplicity and a 

preference for analytical parsimony. However, partiality as concerns the nature of the object 

under scrutiny is perhaps the cost that comes from a rush to analytical closure. Furthermore, it 

is clear to observe that the vast proportion of local and regional economic development 

strategies consider globalisation to be a significant factor amongst the opportunities and 

challenges facing their respective city-region. Yet, for many policymakers, translating what 

global production systems entail for their locality is difficult to pin down, and dealt with in a 

somewhat homogenous, off-the-shelf manner. 

 

There are, however, numerous contributions in the literature that can be drawn on, that, with 

varying emphases and empirical vantage points, offer perspectives on how economic systems 

lodge at, and carry economic development implications for, territorial settings. Massey’s (1995) 

work on spatial divisions of labour, and the role of multi-scalar production processes in shaping 

these divisions is one key intervention. Offering an explanation for the divergence in regional 

economic performance across the UK, Massey’s analysis looked at how the “technical divisions 

of labour” within firms patterned regional economies. Massey notes (1984: 67–8): “Structures of 

dominance and subordination between economic activities in different places mirror the way in 

which … the relations of production are organised over space. ‘Interregional’ relations are the 

relations of production over space”. Massey’s appraisal of the intersecting spaces of organised 

production and labour therefore led to a view of regional development as inter-dependent (with 

other regions). Massey’s work has proven foundational for much work on global production 

networks (GPNs) and region-foreign direct investment (FDI) linkages.  

 

Drawing on aspects of Marxian thought like Massey, the California School shone a light on how 

industrial restructuring shaped the geographies in which it interacted and how territorial 

development is moulded by the “dominant ensemble” of industries (Coe, 2008: 147). The notion 

of “flexible specialisation”, a post-Fordist conception, was later developed to highlight how shifts 

in the organisation of production and consequently altered supply relationships were impacting 

labour markets and the information and co-ordination processes found in agglomerated 

environments and industrial districts (Storper, 1989; Storper, 1993; Storper and Christopherson, 

1987; Christopherson and Storper, 1989). Placing an evolutionary bent on issues concerning 

the organisation of production and its territorial manifestations, the notion of “windows of 
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locational opportunity” sets out the conjecture that, in the early stages of an industry life cycle, 

commitments to particular places are non-specific, above a set of generic factors, and thus 

different places have the opportunity to attract and lock in activities (Storper and Walker, 1989; 

Boschma and Van Der Knaap, 1999). At more evolved points of industry development, hooks 

into places are more firmly rooted, making the emergence of new agglomerated settings less 

likely. Critically, “windows of locational opportunity” forwards the idea that firms not only respond 

to factor inputs, but also attract and create them (Coe, 2008: 147). 

 

While offering an account of the lumpiness of economic geographies, the advent of New 

Regionalist approaches – closely related to industrial districts and other territorial innovation 

models - tended to analytically close out, or at least weakly conceive of, the exogenous or 

network influences that shape regional development (MacKinnon, Cumbers and Chapman, 

2002; Macleod, 2009; Harrison, 2013). The notion of “learning regions” perhaps exemplified 

this, focusing on the links between academia and business in promoting the knowledge 

economy. As noted by Bathelt et al. (2004), however, learning also takes place across scales 

through “pipelines”. Seeking to move learning from its “local fix”, Hassink and Klaerding (2012) 

propose a relational approach looking at how learning emerges through the activities of 

multinational enterprises (MNEs). 

 

These literatures all provide perspectives on how mobile capital lodges and fixes in particular 

territorial settings, emphasising different endogenous-exogenous tensions, agglomerative 

forms, labour relationships, and institutional configurations. Moreover, across the 

aforementioned literatures, the “region” emerges as the key object of geographic focus.  

 

Three Dominant Strands 

 

Building on the insights above, there are three dominant threads of literature within or closely 

associated to economic geography “proper” that move us toward a more precise understanding 

of multi-location firm integration at territorial settings. The three literatures focus on the same 

empirical phenomena broadly, though differences exist in terms of the nature of the data 

grappled with, the analytical approach deployed and the degree to which place and city-region 

dynamics are inserted into the analysis. Each strand is now outlined in turn. 

 

FDI 

 

A substantial body of literature, from geographic and cognate disciplines, has developed around 

the issue of foreign direct investment (FDI) and its integration at particular locales. 
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Work by researchers in the Scottish, Welsh and north-east contexts have raised questions 

about the durability of investments led by MNEs. In Scotland, the Silicon Glen experience and 

the challenges of mobile capital were considered in a dialogue between Turok (1993) and 

McCann (1997). Here the authors, based on an appraisal of input-output and supply chain data, 

contested the extent to which multinational integration at Silicon Glen reflected a “dependent” or 

“development” model.2 Work led by Phelps gives a depth appraisal of the Welsh context, from 

reflecting on individual investments (Phelps et al., 1998) to deploying broader survey work so as 

to observe more general patterns (Phelps et al., 2003). A general scepticism as to the 

embeddedness of multi-location firms emerges here, suggesting embedded investment is ... 

“little more than wishful thinking” (Phelps, 2009). Focusing on the north-east, scholars at the 

University of Newcastle have steered attention to the challenges and politics in lodging 

investment by key firms and have interrogated the notion of “closure” within economic 

geography (Pike, 2006; Pike, 2005; Dawley et al., 2012). As with the Welsh context, a focus on 

particular investment moments (Siemens and Northern Rock, for example) and related 

institutional configurations are apparent (Dawley, 2007; Dawley et al., 2012; Pike, 2002; Pike 

and Tomaney, 2009). These literatures raise critical issues around regional policy and 

governance in terms of adaptability and “resilience” to changing investment logics (Pike et al., 

2010). 

 

Within the aforementioned literatures, and connecting across to the disciplines of international 

business and management, issues concerning branch plant and headquarter (HQ) relationships 

can be pointed to. A body of literature led by authors including Birkinshaw (1997), Birkinshaw 

and Hood (2000), Birkinshaw and Morrison (1995), Cantwell and Mudambi (2005), Mudambi 

and Navarra (2005) and the Glasgow school including Young, Hood and Dunlop (1988), 

Dimitratos, Liouka and Young (2009) have been influential here. Taking the organisation of the 

firm as the broad starting point, these literatures present implications for regional development 

depending on the nature of branch and HQ connections and the strategic positions firms adopt. 

Indeed, issues such as firm leadership and autonomy and the notion of “entrepreneurial 

subsidiaries” (Boojihawon, Dimitratos and Young, 2007), all suggest varied forms of regional 

integration beyond the oft considered pliant branch plant. 

 

Taking a thematic orientation, furthermore, a focus on the institutions that seek to embed FDI is 

apparent with the scholarship of Phelps and colleagues (MacKinnon and Phelps, 2001; Phelps 

et al., 2003). Indeed, the ways regional and national institutions connect and attempt to shape 

FDI processes are brought into focus by the authors. Showing power asymmetries in favour of 

                                                 

 
2 The dependent model refers to integration that simply takes advantage of local firms for short term (cost) 
conveniences. In the development model, integration is more collaborative, involving knowledge transfer to local firms, 
for example (Turok, 1993: 402-403). McCann (1997) argued that the binary is unhelpful and clouds over the mixed 
contracting arrangements that could be observed. 
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the MNEs, it is shown how institutions in lagging regions are required to bend to accommodate 

firm logics. The work thus points to the institutional capture of regional development agencies 

by MNEs. The embeddedness of FDI is seen, in this literature, to be a symptom of the spatial 

dimensions of labour pursued by firms, reflecting strong intellectual links to Massey (1984). 

 

As will be noted in later chapters, there is a small literature on FDI and absorptive capacity 

(Vang and Asheim, 2006; Durham, 2004; de Mello, 1999). Typically, however, the FDI literature, 

particularly work stemming from management and business studies, is criticised for treating 

territory and place as somewhat of a black box. This reflects perhaps the dominance of 

Dunning’s OLI framework  - ownership (O), location (L) and internalization (I) - and the narrow 

development of “L” (Yeung, 2009). 

 

GPNs 

 

Connected to how FDI shapes regional economies, Global Production Networks (GPNs) focus 

on the co-ordination of the global economy by key firm actors and the mediating roles taken by 

institutional entities. As defined by Coe et al. (2004: 471), GPNs are: “the globally organized 

nexus of interconnected functions and operations by firms and non-firm institutions through 

which goods and services are produced and distributed”. Work on GPNs has a shared heritage 

with earlier conceptions of global commodity chains and filieres. There is, however, much 

debate as to the distinctions and dividing lines between the various conceptualisations (Bair, 

2008; Coe, Dicken and Hess, 2008). Coe (2009), a proponent of the GPN, points to five 

distinguishing features: one, consideration of extra-firm networks; two, multi-scalar analysis; 

three, network focus going beyond linear chain approaches; four, contingent governance 

arrangements; and five, a concern for the developmental impacts of the territories GPNs 

interconnect. 

 

Work on GPNs stems in large part from Dicken’s initial “relational” conceptions. A focus on the 

relationships actors fashion with other actors and objects across various geographic reaches 

underpins relational economic geography, with causal powers ascribed to such relationships. 

This moves the conceptualisation of economic actors away from atomised entities, to the 

socially and institutionally contingent. Dicken’s text, Global Shift discusses economic 

restructuring as fundamentally shaped by the rise of transnational corporations, the changing 

role of national governments and technological advancements (Dicken, 2003). Critical to the 

Global Shift, is a sense, not that the global economy is up there, but rather that that global 

economy is rooted in places and territories. Dicken (2003: 1) notes: “... processes of 

globalization are not simply unidirectional, for example from the global to the local, but that all 

globalization processes are deeply embedded, produced and reproduced in particular contexts 

... we must never forget that all global processes originate in specific places.” 



14 
 

 

Yeung (2005) promotes relational economic geography in terms of its ability to grapple with 

power more coherently. The author, building on Allen (2003), points to the integration between 

firms and regional development as a key site in which “relational geometries” unfold. Here, 

abstractly stated, actors and structures, taking different geographic reaches, jostle to shape 

regional development. In a similar vein, with a concern for a more explicit conceptual 

engagement between GPNs and regional development dynamics - seen as a defining feature of 

the “network”, “extra-firm” approach (Coe, 2009) – Derudder and Wiltox (2010: 1) emphasise 

the need for further research on the intersections between place-based and cross-spatial 

processes, stating: “... to understand the dynamics of development in a given place, research 

should focus on how places are being transformed by their insertion in [economic] networks and 

how, at the same time, places and their institutional and social fabrics are transforming those 

networks as they-locate in place specific domains.” 

 

For Coe and Hess (2011) it is the “interactive” effects linking “translocal” firms and regional 

development that are important, not structures of globalisation per se, nor, by themselves, 

stocks of endogenous regional advantages.3 This picks up on the work of Dicken and Malmberg 

(2001) who originally set out an interest in “the mutually constitutive relationships between firms 

and territories”, or the “firm-territory nexus”. While the need for a deeper theorisation of the firm-

territory tie-up has been noted for many years, steps have been made only recently to address 

this conceptually. Within the GPN literature, the notion of “strategic coupling” has been 

proposed. MacKinnon (2011a: 4, citing Coe et al., 2004, 470, in part), gives an overview of 

strategic coupling as follows: “Regional assets in the form of specific kinds of knowledge, skills 

and expertise provide an important resource for regional development, but must be harnessed 

by regional institutions to complement the strategic needs of trans-local actors situated within 

global production networks”. Strategic coupling thus refers to the gearing of regional assets to 

the needs of translocal firm actors. Yeung (2009) designates strategic coupling as the critical 

“interfacing mechanism” between MNEs and regional development. Underpinning strategic 

coupling is an intentionality of action or policy design that seeks to better grapple with the logics 

of globalisation. Coe et al. (2004) discuss strategic coupling in terms of the efforts made by the 

government of Thailand to meet the requirements of the global automotive industry. In doing 

this, the authors give an impression of the factors and processes involved with strategic 

coupling: 

                                                 

 
3 Coe and Hess (2011: 130-131) note: “… analytical attention must be paid to both endogenous growth factors within 
specific regions and also to the strategic needs of translocal actors that co-ordinate GPNs, most notably large TNCs. 
Regional development can thus be conceptualized as the dynamic outcome of the complex interaction between region-
specific networks and global production networks within the context of changing regional governance structures. It is the 
interactive effects between the two fields that contribute to regional development, not just either inherent regional 
advantages or the industrial structures of global industries. As a result, regional development is a highly contingent 
process that cannot necessarily be predicated by inventories of regional institutions or broad positions in global value 
chains.” 
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“... in order to achieve the goal of upgrading, a number of adjustments are needed 

to facilitate a positive strategic coupling process between global production 

networks and regional assets. These include efforts by the Thai government to 

create regional institutions that help to transform and enhance the regional assets, 

especially in the field of education and vocational training, laid out in the current 

Automotive Industry Master Plan, and progress in supra-national negotiations to 

pave the way towards an integrated production system, with the global forces of 

multinational companies like BMW and supra-national economic policy 

arrangements being the main drivers for regional development in Rayong and 

Samutprakarn.” (Coe et al., 2004: 480) 

 

“Strategic coupling” has also been deployed by Yang, Hsu and Ching (2009) and Yang (2013) 

in case studies that examine the role of technology parks in embedding activities in Taiwan and 

the investments made by Taiwanese electronics firms in China. Tracing varying coupling 

approaches in two Chinese regions, across different investment rounds, Yang, Hsu and Ching 

(2009) show how tiers of supply chain firms mesh into the production strategies of “lead firms”. 

Consideration is also given to the varying promotional and investment attraction roles played by 

local authorities. Jacobs and Lagendijk (2013) work the notion of strategic coupling into their 

analysis of seaports in logistical GPNs,4 and propose the concept of “structures of provision” as 

a way to insert physical places into GPN analysis. The empirical commentary shows how the 

physical and governance attributes of ports in the Netherlands shape GPN integrations. 

 

The most notable conceptual appraisal of “strategic coupling” to date has been given by 

MacKinnon (2011a), where phases of “re-” and “decoupling” have been identified. Bringing an 

evolutionary reading to bear, MacKinnon (2011a) shows that coupling waxes and wanes over 

time, with regions demonstrating a varying ability to embed different investment rounds. This re-

casting offers a lens to consider firm exit as well as the strengthening of a region’s position 

within an already lodged GPN.  

 

Additionally, and though not limited to city-regions per se, work that considers the insertion of 

labour processes into global production networks has recently been developed, picking up on 

the wider institutional settings global production networks interface with (Cumbers et al. 2008; 

Coe and Hess, 2013). Cumbers et al. (2008) posit labour as critical to the value accumulation 

processes of GPNs, and consider the roles and contradictions of a labour union in interfacing 

                                                 

 
4 Hesse (2010) similarly looks at the role of seaports as mediating devices between city economic development and the 
operation of global production networks. Hesse goes on to think about ports as having a key role in how cities 
“disembed” or “reterritorialize” in the context of economic globalisation and suggests that cities must establish a creative 
“assemblage of site and situation” to “insert” and “integrate effectively”.  
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MNE labour arrangements. As with the focus of this thesis, such literatures critically reflect on 

the intersection of global production systems with territorially centred institutions. 

 

Critiques of GPN work have suggested that the move to inclusiveness, taking a wide set of 

institutional actors into account, leads to a network conception that tries to account for 

“everything”, resulting in a lack of “analytical boundaries and clarity” (Sunley, 2008: 8). Indeed, 

relationality, having captured the imagination of a vast swathe of economic geographers since 

the early 2000s, appears to have gone too far some. As Allen (2012) remarks, relationality has: 

“lost much of its cutting edge as an explanatory device, with objects often melting into a 

constitutive pool of relations”.  

 

In summary, global production networks and associated conceptual evolutions around strategic 

coupling signal an explicit concern with the recursive development effects between firms and 

territories. Questions exist, however, as to whether GPNs provide more of a framing for ex-post 

reflection, than a framework to guide explanatory analytical work. 

 

City Networks 

 

GPNs have recently been linked to network conceptions of city economic development (as 

illustrated by Derruder and Witlox (2010) and Coe et al. (2010)). In basic terms, networks 

research focuses on the “external relations” that orchestrate city economies (Derudder et al., 

2012: 1). As Taylor (2012: 9) remarks: “It is through networks, orbits, circuits and chains of 

commodities that information, people, knowledge and all manner of cultural ideas are 

transmitted within and between cities ... a city never occurs on its own, von Thunen like ...”. The 

key methodological device in this literature is the coding of a database of global services firms, 

based on the nature of the office - branch, regional headquarter or global headquarter, for 

example - at a particular location. Coded from 0 to 5, totals across the network of cities are 

collected to determine which cities control and administer global economic flows (Taylor, 

Catalano and Walker, 2002). Alongside the core quantitative framework, qualitative case 

studies have been developed that offer stories about particular global or globalising cities (van 

der Wusten, 2006). 

 

Friedmann (1986) and Sassen’s (1991) research on “world” and “global” provided key 

foundations for work on city development in the current context of economic globalisation. 

Although built on different empirical bases, both authors were influential in advancing notions of 

city hierarchies and city networks according to indicators of economic power. Key findings from 

this work still echo today. In this regard, New York and London are positioned at the zenith of 

global city success, as a result of their concentration of high-end services that order global 

capital circuits. The idea of indexing cities according to cross-spatial business networks has 
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since been refined and augmented with work by multiple academics feeding into the GaWC 

research portal.  

 

Many of the contributions to the city networks literature take specific spatial and modal focuses, 

looking at, for instance: changing configurations of “international banking centres” (Derudder, 

Hoyler and Taylor, 2011), the network structure of advanced maritime producers (Jacobs, 

Koster and Hall, 2010), and alternative city configurations based on airline networks (Derudder, 

Devriendt and Witlox, 2007). Additionally, new thrusts of research include: one, assessing cities 

in developing countries, given the rise of mega-regions and global urbanisation generally 

(Parnreiter, 2010; Vind and Fold, 2010; Rossi, Beaverstock and Taylor, 2007), and two, 

considering how non-mainstream economic flows, such as adult entertainment, are leading to 

their own unique forms of urban hierarchy (Hubbard, 2012). In sum, the GaWC research is 

making a significant contribution to our knowledge of how sectoral and functional networks, that 

shift and change over time, are ordering and re-positioning cities across the developed and 

developing world. 

 

Two of the major concepts raised in the global city networks literature are that of “centrality” and 

“power”. These are seen to be important concepts in terms of the way and nature by which 

cities relate to each other. Neal (2011) seeks to differentiate the two concepts by considering 

multiple network positions that distinguish: “quintessential world cities that are both central and 

powerful (such as New York and London), hub world cities that are central but not powerful 

(such as Washington and Brussels) and gateway world cities that are powerful but not central 

(such as Miami and Stockholm).” Alderson, Beckfield and Sprague-Jones’ (2010) work employs 

three quantitative measures of point centrality - “outdegree”, “closeness”, “betweenness” and 

“indegree” - to give a line of sight on city “roles” and “position” according to ties received, sent 

and brokered. Earlier work by Alderson and Beckfield (2004) found that: one, as consistent with 

other studies, power is skewed in the world city system with London, New York and Tokyo 

positioned at the top; and two, the world city system comes “close to approximating an idealised 

core/periphery structure” with the world system of countries having a significant effect on the 

way cities are placed within the world cities system. The authors later findings (Alderson, 

Beckfield and Sprague-Jones, 2010), show a reshuffling has taken place, though the 

persistence of New York and London at the top is striking. 

  

The networks literature shows how city economies are meshed within economic globalisation, 

and why city economic development will, to some degree, hinge on links with other city 

economies. The literature also provides space to think about the shifting position of cities within 

the network, although there is little specification in terms of the mechanisms that effect such 

change. Across the sweeping array of empirical studies premised on the approach, stickiness at 
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the top of the hierarchy is apparent - in terms of the position of London and New York - but the 

rise of cities such as Sydney and Shanghai point to mobility. 

 

Summary of Key Literature Strands 

 

The three strands of literature are underpinned by the same, or at least a similar, substantive 

focus, but differ in terms of analytical starting points and approach. Core to the three strands as 

concerns this thesis, is the integration of business and production networks, orchestrated 

across multiple geographic scales, at particular territorial locations. The FDI and GPN literatures 

provide a greater focus on the place-centred institutions that mediate multi-location firm 

integrations. Giving space in both literatures for causality to run from the local to the global, as 

well as the global to the local, both literatures nevertheless point to causal forces falling on the 

side of global logics more typically due to power asymmetries (in essence, places are 

responsive to or forced by the global). The city networks literature takes a different research 

orientation typically, using extensive data sets to plot the broad configuration of the city system 

for service-based production economies. This gives a bird’s-eye view, for particular sectors, of 

the ways in which cities piece together to form production networks. Place typically receives 

minimal rendering within network research, though recent attempts to integrate the production 

network and commodity chain literatures makes steps to move beyond this (Derruder and 

Witlox, 2010). 

 

The three literatures also engage with structure, agency and power in different ways. For the 

FDI literature, the inexorability of global capital logics presents a degree of structural 

determinacy, as do the rigidities and reactive nature of territorial institutions and assets. The city 

networks literature, pointing to lead nodes and ranked tiers of cities, also takes a more structural 

bent. While movement within tiers and rankings can be observed, the networks literature leaves 

the process of change largely as a black box. The relational nature of GPN research suggests a 

more fluid and idiosyncratic “firm-territory nexus”, and privileges, through notions such as 

“relational geometries”, the conceptualisation of power (Yeung, 2005).  

 

Connecting all three strands again, however, is a concern for the tension between “spatial fixity 

and mobility”, mediated by agency-structure interplays, as concern the interactions of global 

capital at territorial settings (MacKinnon and Cumbers, 2011: 234). The notion of 

“embeddedness” is helpful in unpacking this tension. 
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Embeddedness 

 

Embeddedness principally relates to the fixity of economic processes in territorial systems 

reflecting manifestations of the “firm-territory nexus”. The term, however, has a varied heritage 

and use in the academic literature.  

 

The notion of embeddedness, first articulated by Polanyi, is a critical intellectual intervention in 

terms of thinking through the ways by which economies are produced through, and inextricably 

connected to, social systems. Taking forward the broad approach, and reflecting the term’s 

initial centrality within economic sociology, Granovetter’s (1985) theoretical work pertaining to 

“under-” and “over-socialised” economies sought to distinguish between analytical approaches 

that, one, positions the social outside of economic activity, and two, situates the social as overly 

deterministic of economic activity. While the Granovetterian position differs at the analytical level 

– focusing on actions within systems rather than the structure of systems themselves (Hess, 

2009: 424) - both approaches emphasise the social construction of economies and point to the 

institutions and cultures that shape economic production outwith the firm. 

 

Grabher (1993) was one of the first to employ the term embeddedness within economic 

geography, pointing to both the advantages and disadvantages that may emerge through 

embedded networks. As concerns the use and development of the term, however, the spectre 

of “fuzzy” theorising is apparent for some economic geographers (Hess, 2004: 166 citing 

Markusen, 2003a). Hess’ (2004) work goes some way to address this by setting out the varied 

forms that embeddedness can take. Hess distinguishes “territorial”, from “societal” and 

“network” embeddedness, in this respect. Territorial embeddedness aligns closely to this thesis, 

with a focus on the extent and ways by which an economic actor is “anchored” at a particular 

place (Hess, 2004: 177). Network and societal embeddedness on the other hand point, to 

embeddedness working at other parameters, reflecting respectively, organisational relations 

important for trust and actor heritage and origin (Hess, 2009: 426). Critical to Hess’ contribution 

is the overlapping nature of the three forms of embeddedness (Hess, 2004: 178).  

 

“Institutional thickness”, coined by Amin and Thrift (1994), sets parameters for territorial 

embeddedness through the delineation of four factors (as set out by Macleod, 1997: 300): one, 

a strong institutional presence; two, high-levels of interaction amongst such institutions; three, 

“structures of domination, coalition-building and collective representation”; and four, a common 

agenda. Hess points to “a strong and positive combination of these factors” as important for 

embedding industry sectors at territorial settings (Hess, 2004: 174). Favourably aligned, Henry 

and Pinch (2001) argue that such components can lead to institutional persistence, knowledge, 

flexibility and mobilisation. Like aspects of New Regionalism, these localised environments are 
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seen to carry the capacity to claw and fix in global capital systems. However, little is specified in 

terms of the mechanisms by which the global is linked in.  

 

The notion of embeddedness has recently been critiqued, with epistemological flaws 

purportedly identified based on a perceived reversion to an “economy/society binary” (Jones, 

2008: 85). Appealing to the social forces that actor-network theory serves to highlight, Jones 

and Murphy (2010: 21) propose a practice orientation in economic geography, which steers 

attention to the “everyday”. In focusing on practices, however, the orientation called for perhaps 

begs the questions as to whether social systems are being reduced to individual actions and 

events, and thus raises issues pertaining to whether embedded economies are more than the 

sum of their parts (indeed a concern for meso theorising is set out later). 

 

In summary, this thesis works with the notion of embeddedness, showing the institutional and 

social construction of economic production, and the extent to which such arrangements can 

foster degrees of fixity in places. 

 

Conclusion 

 

As shown above, the firm-territory nexus is not new to economic geographers. However, and 

likely reflecting the complexity of the phenomena at hand, conceptualisations of integration have 

typically privileged one side of the process over the other – sectoral dynamics or the conditions 

of place.  Having identified three dominant literature strands, which, from varying vantages, 

frame firm-region integration, this thesis develops a framework of city absorptive capacity that 

helps to better link the strands together. 
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Chapter 3 – Approach and Methodology 

 

 

In this chapter, the metaphor, the philosophical positions and the methodological approaches 

underpinning the development of a conceptual framework are outlined.  

 

Introduction 

 

This thesis seeks to make both an empirical and theoretical contribution. It seeks to show how 

regional centres plug into globally dispersed production systems, and to frame how the myriad 

integrating factors can be ordered analytically (by illustrating and mapping their contingent 

roles). In doing this, it is important to lay out the basis on which evidence was collected, and 

spell out how the evidence has been handled to generate a conceptual framework.  

 

The research is premised on a number of steps. The following schematic diagram, acting as an 

anchor for the rest of the chapter, gives an impression of the analytical steps undertaken. 

 
 

Figure 3.1: Analytical Approach 
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integration. In terms of analytical approaches, the gulf between the techniques deployed by 
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one major fault line. Quantitative modelling tends to focus efforts for the former, while the latter 

is more diffuse and perhaps marked by a lack of quantitative analysis. An expansive, long-
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running debate about the merits of the varying approaches can be identified in the literature, 

though some convergence, in terms of cross citation, can be pointed to (Brakman, Garretsen 

and Marrewijk, 2011). Mindful of such analytical cleavages, this thesis attaches to the principles 

promoted by Barnes and Sheppard (2010) who promote the benefits of an “engaged pluralism” 

based around “inclusive trading zones”. That is, a diversity of viewpoints should be valued, 

rather than reconciliation and conceptual tidiness per se. As the authors remark: “we envision a 

determinedly anti-monist and anti-reductionist discipline that recognizes and connects a diverse 

range of circulating local epistemologies: a politics of difference rather than of consensus or 

popularity.” While recognising the importance of particular thematic specialisations, Barnes and 

Sheppard (2010: 208) urge:  

 

“In effect, our challenge to economic geographers (indeed to all geographers of 

whatever stripe) is to initiate exchange, to trade their various local epistemologies 

and theories with those of others, and in the process to create new knowledge. 

The larger result ... can be a more vibrant, interesting discipline, capable of 

generating complex, shifting understandings ...” 

 

Not all geographers support Barnes and Sheppard’s exhortations, however. For instance, 

Simandan (2011: 568) suggests that a “monist” and “reductionist” economic geography is by no 

means “unpalatable”, and indeed avoids “vague” and nebular conceptions. However, where we 

think of the complexity of economic systems, and the need for different analytical approaches to 

unpack varied processes and mechanisms, depending on whether the purpose of research is to 

find, discover and arrange factors, rather than test factors and relationships already known, the 

case for “engaged pluralism” is potent. 

 

Heterodox Approaches and Economic Geography 

 

Attaching to the pluralist ethos, recent calls have been made by economic geographers that 

greater connections to heterodox economic approaches should be forged (Peck, 2012). 

Heterodox economists, like economic geographers proper, seek alternative ways of examining 

economic systems, beyond orthodox, hypothetico-deductivist approaches. Three drivers 

underpin the claims for pluralism made by the heterodoxy. 

 

First, and provoked by the global financial crisis, orthodox economic approaches have been 

widely challenged for their strict methodological tenets. Commentators such as Krugman 

(2009), building on earlier insights by Friedmann and Leontief inter alia (Bigo, 2008: 528), have 

raised alarm that “impressive looking mathematics”, assuming a “perfect or near perfect 

system”, has had a privileged position at the centre of mainstream economic analysis. Second, 

the notion that economists derive objective, value free analyses is contested. Recalling the 
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famous gentleman’s agreement that sought to mark out clear lines between economics and 

sociology (Parsons and Robbins agreement (Velthuis, 1999)), it is now widely recognised, 

following Quine and more recently Putnam (2003) and Walsh (2008), that all language, and thus 

all factors, are value laden. Third, and building on the two aforementioned points, the 

heterodoxy seeks to reinsert ontology into analysis. By doing this, assessing open systems is 

considered to be critical. Chick and Dow (2005: 366) remark: “The system is not atomistic ... 

structure and agency are interdependent ... boundaries around and within the social or 

economic system are mutable ... and identifiable social structures are embedded in larger 

structures”. It is considered that mainstream economists hold that permanent regularities exist in 

social systems, where “if x then y”. The open systems view holds that such conjunctions are 

rare and, when apparent, temporally limited (Lawson, 1997). 

 

In considering the three drivers, questions can then be raised about, one, particular analytical 

assumptions, and two, the relevance of earlier schools of economic thought. Starting with the 

former, evolutionary economic geographers have begun to ask whether equilibrium notions are 

useful for the analysis of spatial economic systems. Observing the persistence of path 

dependencies and lock-ins, Martin (2010), building on Setterfield (1997) and Lang and 

Setterfield (2006), argues that the difficulties in specifying general laws for such systems, places 

limits on the utility of equilibrium positions (also see Storper and Walker, 1989: 38). Arriving at a 

similar conclusion, Austrian economists such as Schumpeter, Mises and Hayek - though more 

typically recognised for their stances on political economy - pointed to an economic system that 

is highly variable and susceptible to rupture given the individual decisions made by free actors. 

As a consequence, the Austrian school suggested statistical work is limited in explanatory 

potential (Butler, 2010). 

 

This thesis adopts the heterodox critique, and progresses mindful that, where responsive to the 

particular research focus, economic systems can be usefully examined through multiple lenses. 

The rest of this chapter sets out the specific analytical approach taken in this thesis. 

 

Critical Realism 

 

In fashioning a space for alternative approaches and in steering focus back to the ontological 

level of social systems, what form might a heterodox approach take? A number of heterodox 

economists have pointed to the merits of critical realism, which emphasises ontological depth 

(Lawson, 1997; Fleetwood, 2001; Dow, 1999). In essence, critical realism forwards an approach 

which suggests that underpinning what we can see and observe are underlying processes and 

causes. Critically, such causes are distinct from what we observe and are not immediately 

reducible from events. It is the aim of critical realist research to posit the underlying causes and 

suggest what role they play (Sayer, 2000).  
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Castellacci (2006) synthesises the principal aspects of critical realist approaches: 

 

“The most important point of critical realism is the shift of focus back to ontology. 

According to this view, reality is complex, but it cannot be reduced to our 

interpretation of it. It does exist, and it is composed of three interrelated levels: (i) 

the real (deep) level of structures and generative mechanisms; (ii) the actual level 

of events and states of affairs; (iii) the empirical level of observed phenomena, 

perceptions and impressions. According to Bhaskar, ‘the objects of scientific 

thought are real structures irreducible to the events they generate’.” 

 

That is, ontology is layered, and reality exists independently of what we perceive and see 

through our analytical filters. Moreover, the reality we abstract is only one view, and does not 

foreclose other explanations. It is a philosophy of the plausible, not necessarily the probable. 

Tony Lawson brought critical realism to bear on the study of economic systems most 

prominently. Starting with Economics and Reality, Lawson (1997) strongly emphasises the need 

to take the objects and phenomena of economies seriously; an interest he criticises the 

mainstream for abandoning. Central to Lawson’s work, furthermore, is the claim that economic 

systems are “open” and cannot be tested in “laboratory” type conditions. 

 

The exploratory nature of critical realist research, and the open systems starting point, has 

parallels with what evolutionary economists have called “appreciative theorising”. Nelson (1994: 

292) outlines appreciative theorising as follows: 

 

“... appreciative theorising tends to be close to empirical work and provides both 

guidance and interpretation ... Appreciative theorising is very much an abstract 

body of reasoning. Certain variables and relationships are treated as important, and 

others are ignored. There generally is explicit causal argument. However, 

appreciative theorising tends to stay close to the empirical substance.” 

 

Analogous to critical realism, an emphasis on background causal mechanisms is apparent in 

Nelson’s (1995) account of appreciative theorising: “... economists also need to be understood 

as theorizing when they are trying to explain what lies behind the particular phenomena they are 

describing”. Critical realists use “retroduction” as a way to reveal the causal processes 

underpinning socio-economic phenomena. Retroduction, as Pratt (2009) notes, involves: “the 

movement between the real object, the necessary and contingent conditions, a rational 

abstraction, and the specification of causal mechanisms”. Downward and Mearman (2007: 88) 

note with reference to methods more precisely: 
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“… retroduction is not so much a formalised logic of inference as a thought 

operation that moves between knowledge of one thing to another, for example, from 

empirical phenomena expressed as events to their causes. The key is that the 

researcher moves beyond a specific ontic context to another, hence generating an 

explanation that embraces ontological depth.” 

 

Retroduction, while consisting of iterative analytical transitions between data to concept, is seen 

to lack clear steps and specification (Lee, 2002). Lee takes aim at the attachment most critical 

realists have to an abductive form of reasoning implicit with retroduction. In advocating for a 

grounded theory approach to operationalise critical realism (as this research also takes), Lee 

suggests that abduction permits “ungrounded” theory to emerge, as the abstractions formed 

cannot be ascertained to be empirically grounded. Lee’s argument, as with other debates 

around the distinction between abduction and “inference to best explanation” (Lipton 1991; 

Campos, 2011), appears to conflate, however, the logic of discovery with the logic of 

justification. This skims over differences between exploratory research that is plausible, where 

categories are formed from the intensive analysis of empirical material, and inductive and 

deductive work that seeks to examine the probability of already established factors. In other 

words, the reasoning one deploys to tease out the factors and their configuration that may have 

causal effect, will vary from the approach one adopts to test the significance or effect of the 

factors identified. With exploratory or discovery based research, one searches for the factors; in 

testing, the factors are largely pre-given. This research is premised on the former, acting as the 

handmaiden for hypotheses testing in further research, based on the factors of the system 

teased out here. 

 

In the economic geography literature, advocates of the practice-based turn have promoted a 

qualified form of critical realism that seeks to couple actor-network epistemologies (Jones and 

Murphy, 2010; Jones, 2008). This has been developed in order to focus attention on the daily 

practices that give life to spatial economies, as a way to counter the perceived limitations of 

“embeddedness” conceptualisations, particularly concerning “power” (Jones and Murphy, 2010; 

Jones, 2008). On closer inspection, however, Jones and Murphy (2010) appear to be proposing 

an empiricist rather than a critical realist view, by virtue of not specifying the ontological layers 

clearly.  

 

Critiques of Critical Realism 

 

Whilst retroduction is typically posited as the intellectual process by which causality is 

unearthed, there is much debate as to how one can make conclusions about particular causes 

being in operation. More specifically, what allows the critical realist researcher to privilege one 



26 
 

causal claim over another? For Cruickshank (2007; 2010) the difficulties in specifying, 

retroductively, a dominant cause, points to a problem with the fallibilistic component of critical 

realist research.  

 

Castellacci (2006) points to a further key aspect of research practice highlighted by critical 

realists, the “epistemic fallacy”. This essentially suggests that we can’t seek to know the world - 

that is “reality” - through the concepts and methods that we bring to our research. To do this 

isn’t to gain a sense of the world how it is, but to parcel and categorise the world in the 

language that we currently deploy. However, for Cruickshank (2007), this creates an untenable 

situation where one has the challenge of identifying and explaining “the real” or “the 

mechanisms” outside the linguistic lenses we use for description of the empirical. This requires, 

improbably, what Cruickshank (2007: 281) terms “language without remainder” (where the 

mechanism is explained free of an epistemic filter). Other authors who have critiqued the critical 

realist’s ability to identify and settle on causal processes, with similar pragmatist attachments, 

include “causal holists”. In this respect, work by Boylan and O’Gorman (2006), drawing 

inspiration from Quinean ideas about the theory-ladenness of concepts, have encouraged a 

move to “descriptive adequacy”, suggesting the pitfalls of causal selection are too great due to 

uncertainties about unobservable phenomena. Although Fleetwood (2002) argued for 

convergence between realist and holist approaches, for Boylan and O’Gorman (2006), the 

philosophy of science already reflects a “graveyard” of transcendentalist attempts at 

explanation, and thus realist approaches are not compatible.  

 

This is not the place to resolve the dilemmas and limitations of critical realism more broadly. 

However, a defence for the mode of abductive reasoning implicit to critical realist reasoning can 

be established by dropping the epistemic fallacy claim (at least as a hard principle), being clear 

about the truth claims being made and by specifying the analytical purpose, and, as a corollary, 

by distinguishing exploration from testing as a research approach. Critical realism in this 

research is thus a modest exercise of discovery that provokes thinking about the possible 

contours of complex spatial systems, which later hypothesis testing can develop and refine. 

 

Summary 

 

In this sub-section it has been urged that it is permissible and necessary to develop alternative 

approaches, away from the economic mainstream, when examining economic systems. This is 

due to the complex nature and make-up of such systems. However, in order to develop a 

dialogue with the mainstream, which still enjoys great dominance within policymaking, it is 

suggested that we need to think about the limits and philosophical issues pertaining to the work 

that is produced. This shapes the nature of truth claims made. 
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Offering an alternative, and building on the steps that have been made within the heterodox 

economics literature, a critical realist position has been opted for in this thesis. Calling on the 

ideas of Lawson (1997), the abductive line of reasoning that meshes with a grounded theory 

methodology (as detailed further below) has been briefly sketched out. In opting for a critical 

realist approach, however, one needs to be open to and aware of some of the prominent 

objections, particularly those raised by pragmatists. However, whilst identifying causal 

processes engenders certain problems with verification, it is argued that abduction or 

retroduction is nevertheless a reasonable intellectual exercise for exploratory, first-step projects. 

 

Critical realism is again turned to as the research approach is set out below. 

 

Absorptive Capacity 

 

The metaphor of absorptive capacity provides a framework by which critical realist positions can 

be taken and provides the starting point for concept development. In other words, absorptive 

capacity offers a broad structuring frame by which theory can be generated as concerns the 

integration of multi-location firms at city-region contexts. It is argued in this thesis that absorptive 

capacity may usefully play the role of an interfacing mechanism between GPNs and functioning 

city-region economies (as sought by Yeung, 2009). As the literature review spelt out, GPNs are 

increasingly employed to frame territorial economic development. However, cities are typically 

conceived of in a limited way in such attempts, eliding important issues about the fixed systems 

and investments that order economic activities, as well as emphasising certain actor 

intentionalities.  

 

Absorptive capacity can be defined as the ability of an entity to attract external stimuli, and 

through internalisation processes predicated on held capacities, use the new impulse to foster 

development. This is an extension, explained further below, of the more typical notion of 

absorptive capacity: “the ability to assimilate and manage knowledge in order to improve 

innovation performance and competitive advantage” (Abreu et al., 2006: 9); or in Cohen and 

Levinthal’s (1989: 569) classic language: “the firm's ability to identify, assimilate, and exploit 

knowledge from the environment”. Indeed, Cohen and Levinthal (1989) first set out a functional 

form for absorptive capacity.  

 

An emphasis on economic activities as products of evolutionary processes is a key feature of 

absorptive capacity. As Cohen and Levinthal (1990: 129) note: “Research on memory 

development suggests that accumulated prior knowledge increases both the ability to put new 

knowledge into memory, what we would refer to as the acquisition of knowledge, and the ability 

to recall and use it”. While not utilising the term explicitly, the emerging literature on 
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“evolutionary economic geography” also steers attention to built up trajectories in explaining the 

development of places. 

 

After receiving scant conceptual attention in the 1990s, Zahra and George’s (2002) contribution 

in the management literature sought to offer a re-conceptualisation of absorptive capacity. While 

retaining the core functional form, the authors suggested that “potential” and “realised” 

absorptive capacity could be usefully distinguished. In this sense, potential absorptive capacity 

refers to the acquisition and assimilation of knowledge, whilst realised absorptive capacity is an 

expression of transformation and exploitation capabilities (leveraging the absorbed knowledge, 

in essence). Zahra and George (2002) thus offer a more dynamic concept that better reflects a 

firm’s competitive position and clearly distinguish between what is possible and what results. 

Mindful of the Zahra and George critique, and the more recent conceptual reappraisal by 

Todorova and Durisin (2007), there is a three step process that provides a core functional 

sequence. As set out by Mahroum et al. (2008), these steps can be expressed in terms of: 

“access”, “anchor” and “diffusion”. 

 

In the literature, though absorptive capacity has been treated at the firm level in most instances, 

recent attempts have been made to extend applications to regions and nations more generally. 

For example, Criscuolo and Narula (2002) used an aggregating method to extend beyond 

individual firms and include agglomerated forms and institutional influences. Additionally, Roper 

and Love (2006) sought to introduce labour market factors to the concept, suggesting that the 

supply side of the labour market will have an important role in knowledge acquisition. Vang and 

Asheim’s (2006) work on “absorptive capacity” and “strategic coupling” links regional innovation 

systems with the activities of TNCs. Detailing cases from India and China, the authors stress 

that human and social capital play an important role in capturing the technology transfer 

opportunities that such firms provide. This work has close parallels with this thesis, though a 

concentration on knowledge transfer, given the principal concern for regional innovation 

systems, and the lack of a clear break down of how integration is established and sets in, can 

be pointed to as differentiating. 

 

Moving from the spatial perspective to think about the functional nature of the external flows, 

some contributions to the literature have gone beyond knowledge and technologies to think 

about wider investments. For example, Durham (2004) takes the development of local financial 

and institutional frameworks as proxies for absorptive capacity, and suggests that such capacity 

positively influences the correlation between FDI flows and the economic growth of places. De 
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Mello (1999) also notes that absorptive capacity, drawn in terms of institutional factors such as 

trade regimes and political stability, will have a bearing on the volume and nature of FDI flows.5  

 

Metaphor for the Firm-Territory Nexus 

 

In this research, absorptive capacity is translated across to a new empirical object, the city 

economy. This moves away from the absorptive capacity of firms as concern knowledge and 

innovation. In this thesis, firms and their geographies of production are positioned as the units 

by which an analysis of the city economy can be developed.6 

 

Without capacity, mediation of differing national and global production processes would not be 

possible. Indeed capacity gives the ability for interaction, regardless of the nature or force of 

intentionality. Different production networks will require mediation in different ways. For 

instance, at the “strategic coupling” end of the spectrum, the intentional process of aligning 

regional development with the needs of MNEs (MacKinnon, 2011a), significant effort and 

resource may be required. Where, on the other hand, the location is an easy fit given its 

desirability by firms, little mediation may be needed.  

 

There are aggregation issues that come with applying absorptive capacity to the city-region 

context. In this respect, city-region development will hinge on a bundle of different capacities. 

By studying the individual investments of firms, one is developing a glimpse of the capacities 

germane to a particular firm, with the development effects exhibiting a varied character. 

However, in the interests of considering sector development at a territorial setting, in a manner 

similar to Markusen (1994), interesting commonalities across firm practices and “depth” effects 

will be pointed to. 

 

As can be gleaned from existing literatures, absorptive capacity may be applied in a “strong” or 

“weak” form. In the weak form, one is not deploying the functional parameters as such. Rather, 

one simply looks at an entity, with path dependent and evolutionary characteristics, and 

considers the ability of that entity to couple with or insert itself into spatially dispersed economic 

processes. In the strong form, with the functional parameters deployed, absorptive capacity first 

directs attention to the processes of identification and access that underpin a city’s insertion into 

supra-regional economic processes (how do we get to and connect with the external?). 

Following, this and with some necessary element of sequentialism, the anchoring of the process 

                                                 

 
5The notion of absorptive capacity has also been adopted in the development studies literature to think about the 
capabilities that state systems have to foster growth in less wealthy countries (Feeny and McGillivray, 2009).   
6 Referring to a city’s ability to develop economically, absorptive capacity is thus drawn out at the level of an 
“urbanisation” (or Jacobs) economy, rather than a “localisation” economy. In essence, capacity is not subject to the 
constraints of a particular industry, but to the wider city system. In this respect, capacity looks at the fixed urban systems 
as well as the stocks of firms and the skills levels of workers. 
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immediately calls to attention the way new or further investments require a certain degree of fit 

in territorial settings. A wide range of activities and resources may be relevant here, including 

the efficiency and flexibility of the planning system, the nature of localised infrastructure 

systems, as well as amenities and access to skilled workers. In essence, one is interested in 

what enables investments to lodge in place and take root. The final stage, diffusion, then draws 

our attention to the economic geographies engendered by the accessing and anchoring of the 

process. This thesis develops the strong form. 

 

Absorptive capacity must also be distinguished from adaptive capacity. The notion of 

adaptability perhaps first appeared in the economic geography literature in Chinitz’s (1961) work 

on the comparative economic performance of Pittsburgh and New York according to industry 

diversification. More recently, Simmie and Martin (2010) employed the notion to explain 

differential evolutionary processes as a consequence of recessionary shocks. It is argued here, 

however, that adaptive capacity is a higher level concept that promotes normative content; how 

the economy should be structured to achieve sustainable economic development. In 

comparison, as a metaphor taken from a cognate area, absorptive capacity focuses on the 

nature and form of firm-territory intersections. 

 

Critical Realism and Metaphor  

 

Metaphor is an oft used device in the social sciences. With respect to the burgeoning field of 

evolutionary economic geography, where there is much debate about use of biological 

metaphors to shed light on the functioning of economic systems, Boschma and Martin (2010: 6) 

remark: 

 

“... despite the risks and inherent dangers involved, importing metaphors, concepts 

and methodologies from other disciplinary fields remains one of the major sources 

of theoretical and empirical innovation, not only providing new perspectives but also 

in the process stimulating conceptual advance and creating new intellectual contact 

points and avenues for cross-disciplinary innovation”. 

 

Moreover, Boschma and Martin (2010: 30) suggest: “Used judiciously, metaphors can have 

highly novel and creative effects: they can suggest entirely new ways of approaching the study 

of a phenomenon, and may point to all sorts of processes and effects not previously 

considered”. Within critical realism, metaphor is seen to play a particular role (Lee, 2012, 

Lawson, 1997). A distinction, however, needs to be made between, one, the basic role of the 

metaphor in providing “epistemic access”, and, two, a more particular creative process that 

provides a language by which to start a retroductive process that aims to identify causal 

mechanisms. The first involves speaking of “x in terms of y”. Metaphor is central to how 
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language allows us to access a distinct reality, beyond or non-dependent on the observer. 

Lewis (1996) hints at the idea of “epistemic accessibility”, whereby the metaphor, through the 

language embodied in it, unlocks, in a novel way, processes and phenomena of the subject: 

 

“The unconventional use of terms encourages us to view the metaphor's tenor from 

a new perspective, suggesting new ways of thinking about the underlying subject. 

The vehicle organizes our thoughts about the tenor in a new way, selecting and 

emphasizing features of the subject matter different from those highlighted by 

conventional language, and even pointing out properties of the underlying subject 

that had gone unnoticed until the metaphor drew attention to them.” (Lewis, 1996: 

496) 

 

The second refers to “generative” metaphors and goes further, analytically, than the first. In this 

sense, recalling Lewis’s (1996) work on the appropriate use of generative metaphors in critical 

realist approaches to the study of economic systems, generative metaphors can be used to 

shed light on hitherto less well observed phenomena and suggest what mechanisms sit behind 

their operation: 

 

“A generative metaphor is not merely an ornate expression of similarities and 

analogies its author was already aware of, but is the source of new perceptions of 

similarity and analogy ... Generative metaphor enables the scientist tentatively to 

attribute, independent of any prior understanding of the unobservables, relations of 

similarity and analogy between those inadequately understood entities, 

mechanisms, etc., and the subject matter of some better understood domain of 

scientific inquiry, so that knowledge about the latter can be used to structure an 

understanding of the former.” (Lewis, 1996: 493) 

 

In terms of the use of metaphor in this research, attachment leans more toward the first rather 

than the second distinction. Absorptive capacity thus provides epistemic access in that it 

provides an ordering frame to begin to consider disparate and inter-dependent phenomena, 

without bearing down too strongly on the content of those phenomena. As noted below, causal 

mechanisms stem from the grounded theory approach followed, while the language of “access”, 

“anchor” and “diffuse”, the functional framings, fit the processes of integration yet impose limited 

content in and of themselves.7 In essence, metaphor provides the starting points for concept 

development.  

                                                 

 
7I argue it is this limited, “epistemic access” only, a priori use of metaphor that provides a stronger defence to the 
critique of Steele (2005) as concerns apriorism in critical realist research. Metaphor simply opens up the phenomena to 
inspection. 
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Critically, across both distinctions, the use of metaphor should not simply involve the routine 

“renaming” of otherwise identifiable or conceptualised phenomena. To use a metaphor, is to use 

the known to talk, to some degree, about the unknown: “... [this] instigates and structures 

scientists' investigations by suggesting new interpretive categories ...” (Lewis, 1996: 498). 

Absorptive capacity must, therefore, point the analyst to new considerations about what the 

firm-territory nexus is and how it emerges, rather than simply rehearse the already known 

through a new language. It is here that metaphor leads to conceptual innovation. Issues 

concerning metaphor and absorptive capacity are returned to later in the chapter. 

 

Methodology 

 

Mindful of the conceptual framework and metaphors being used to shed light on multi-scalar 

economic phenomena, this sub-section details the practicalities and logistics of the research 

approach. Hooks back into the philosophical overview above, are noted. 

 

Qualitative Approach 

 

This thesis focuses on actors within economic systems and is qualitative in nature. While a 

qualitative approach to the study of economic systems is perhaps unusual (outwith economic 

geography), work by Dow (2007), Starr (2014) and Helper (2000) all suggest qualitative 

research can play a critical role. Indeed, it may usefully be recalled that Marshall’s seminal work 

on industrial clusters, that established the theory of agglomeration, was premised on 

discussions with business owners in the Sheffield metal trade. Dow’s scholarship repeatedly 

intimates that “monist” approaches to economic methodology cursorily relegates qualitative 

research (see Dow, 2007). Starr (2014) also mounts a defence for qualitative research, referring 

to methodological procedures that can help to enhance the validity of qualitative research within 

economic research, noting that:  “... well-designed qualitative projects, by virtue of their open-

ended approach to gathering information, provide valuable avenues for bringing perspectives of 

actual economic actors more directly into the processes of producing economic knowledge”. 

(Starr, 2014: 258). While qualitative research is uncommon within orthodox economics 

literatures, the qualitative turn in human geography and economic geography is of course now 

the established norm. 

 

Studying Firms and Organisations 

 

Reflecting on the status of economic geography over the past three decades, Markusen (2003b) 

suggests that economic geographers need to re-focus on the key actors in, or that moderate, 

market processes. Markusen (2003b) notes: 
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“I find most of the literature from the late 1980s through the present distressingly 

abstract and actorless. Scholarly energy is spent on “conceptualizing,” in a way that 

is mostly descriptive. In causal narratives, actors have been displaced by 

processes, such as agglomeration. Instead of actors shaping economic geography, 

causal roles are ascribed to under-theorized phenomena such as “learning” and 

“networks.” I call for a renewal of emphasis on actors and decision-making in 

economic geography.” 

 

In re-centring actors within economic geography, Markusen (2003b) points to firms and labour 

unions as key foci. Thinking about research approaches to city-regions more specifically, 

Markusen (2003b) considers that an actor-centred approach will help to move past tendencies 

in the literature to position cities as intentional actors in and of themselves (how does the city 

act?). The issue of cities as entities versus cities as intentional, conscious actors is dealt with 

further below.  

 

Re-focusing attention on key actors has also been promoted by Christopherson (2011), who 

asserts that much of the theorising about economic globalisation is sloppy and vague due to a 

lack of connection to the key actors who are actively making and re-shaping global economic 

spaces. In work on the Seattle software industry moreover, Markusen (1994) provided a 

template by which one can populate and map firm activities and their connections, in terms of 

direct production and support activities. The approach was then broadened out to other firms 

putting weight, in terms of importance and volume, on the different links between firms and 

wider city economy factors. 

 

When considering firms as entry points for building knowledge on the economic development of 

territorial settings, it is important to distinguish multi-location firms, as identified in this research, 

from the narrower set of MNEs. Reflecting on such a distinction, to emphasise the latter in their 

own work, Iammarino and McCann (2013: 2) note: 

 

“In the international business and management literature the giant, multi-divisional, 

highly integrated multinational firm has been put at the centre of analysis, and this 

is often treated as an abstract type of economic agent of unique importance. 

However, it is more useful, for our purpose here, to follow the view of Edith Penrose 

and treat the MNE as just a special case of the general firm, or even better, as a 

stage in its evolution, with the stage – being multinational – itself subject to change 

over time. Indeed, the incredible pace with which the number of internationalized 

and network-connected firms has grown in the recent years seems to indicate that 

many large, and even medium and small sized companies, are going through a 
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metamorphosis that will lead to different paths of openness and interdependence, 

and eventually to different form of multinationality itself.” 

 

Iammarino and McCann (2013) thus contest that there are no hard lines between MNEs and 

other firms. That is, while MNEs are seen to take a privileged status within the international 

business literature, and while it is important for the researcher to recognise the difference 

between a major MNE and a small firm operating from multiple-locations, the wider set can be 

incorporated into this research in order to build an understanding of how dispersed geographies 

of production affect the economic development of places. 

 

Issues around aggregation also emerge when analysing multiple firms to build a picture of a city 

economy. Firms in all case studies are indeed varied across a range of dimensions – size, age, 

location of head office, inter alia - but their multi-locational natures will mean a relative, beyond 

city boundaries logic, inherently filters through their operations. In essence, such firms will look 

at the advantages and disadvantages of different places in determining what they do at the city 

of focus. This basic research design and sampling decision, thrusts London into the economic 

development equation of all the case studies, for example.  

 

Grounded Theory 

 

Within the qualitative research rubric, an evolved grounded theory approach (GTA) has been 

employed. The GTA steers the way in which the conceptual framework develops. Highlighting 

the role of discovery and investigation, Burck (2005: 244) notes: “[grounded theory is] 

particularly appropriate for discovery-oriented research in areas which are under-theorized.” 

Grounded theory was at the vanguard of the qualitative revolution in the social sciences, 

seeking to ensure context specificities and every day practices are inserted rather than 

controlled away in concept development. GTA is now one of the most oft used qualitative 

research approaches in the social sciences (Bryant and Charmaz, 2010). Strauss and Corbin 

(1990: 24) define the grounded theory method as “a qualitative research method that uses a 

systematic set of procedures to develop ... grounded theory about a phenomenon”. Grounded 

theory is thus a particular approach and must be distinguished from work which simply claims to 

“ground” claims or theory in the “real”.  

 

Grounded theory takes many incarnations. Bryant and Charmaz (2010: 11), reflecting on such 

multiplicity, suggest that grounded theory methodology should be viewed in terms of a family of 

methods, in the spirit of Wittgenstein’s “family resemblances”. Indeed, grounded theory has a 

varied paradigmatic heritage. In this respect, Glaser and Strauss’ (1967) initial attempt can 

perhaps be regarded as an effort to bring scientific credibility to qualitative approaches. 
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However, authors such as Charmaz, bring a more constructivist orientation, placing emphasis 

on the positionality of the researcher relative to research phenomena, for instance.  

 

Despite the popularity of the approach within the social sciences, grounded theory has attracted 

much criticism. For instance, the lack of concrete methodological prescription has led some to 

suggest that grounded theory is “philosophically naïve, and a refuge for the methodologically 

indecisive” (Bryant and Charmaz, 2010: 49). Thomas and James (2006: 768) in an attempt to 

remove grounded theory from its “lofty” position, call into question the “grounded”, “theory” and 

“discovery” aspects of the methodology. For the authors, grounded theory methodology has a 

distorting effect on “voice” in the research process, and attempts to attach to “theory” are at best 

“theory talk” to enhance prestige. Moreover, the authors stand unconvinced as to why grounded 

theory takes precedence over other forms of qualitative enquiry. Writing shortly after Strauss 

and Corbin’s (1990) intervention, Layder (1993) gave a critique suggesting grounded theory 

privileges the observable at the expense of background conditions and enduring power 

structures, that data sometimes “limits” rather than “guides” theory development, while revealing 

the unexpected can be frustrated by requirements to generate categories that are recognisable 

to research participants (Thomas and James, 2006: 769). Theoretical sensitivity, reflexivity and 

a circumspect approach to knowledge claims seem to provide reasonable defences to the 

above, however. 

 

While far from a dominant feature of the economics and economic geography literatures, work 

by Lee (2002; 2012), Finch (2002) and Scheibl and Wood (2005) posit grounded theory as a 

potent methodology within an exploratory research approach. Set within the heterodox tradition, 

the aforementioned authors are united by their desire to probe empirical contexts in depth at the 

actor level. 

 

The Grounded Theory Process 

 

Grounded theory is “based around heuristics and guidelines rather than rules and 

prescriptions”, as remark Bryant and Charmaz (2010). While adaptability is considered by many 

to be an attractive feature of the approach, attempts have been made to give some sense of the 

practical steps involved. Yeung (1997: 61), for instance, points out the following “rules of thumb” 

as concern the practice of grounded theory: 

 

“[Grounded theory] is accomplished by enormous complexity: First, interpretations 

and data collection are guided by successively evolving interpretations. Secondly, a 

theory must be conceptually dense with many concepts and linkages. Thirdly, a 

detailed, intensive and microscopic examination of the data is necessary … The 

‘triad’ of research are data collection, coding of data and memoing of data.” 



36 
 

 

A recursive process cements the triad analytically, where the researcher moves form data to 

concept, making notes about the process along the way. This is a reflective approach that 

requires the researcher, aided by notes and fragmented ideas and opinions, to shift across 

analytical levels, seeking connections, commonalities and difference. As Yeung (1997) remarks, 

coding and memoing are two core aspects of grounded theory. Coding – the nuts and bolts of 

category development - reflects the grappling with and marshalling of data, as the researcher 

engages with the empirical context. Coding takes different stages, from initial attempts at 

categorising empirical material, to piecing together a more unified conceptual framework (with 

ontological depth). With coding leading to an abstractive process, what is critical is that the 

concepts and categories arrived at have conceptual grab in terms of the phenomena under 

inspection. Memoing serves as the “fundamental link between data and emergent theory” 

(Lempert, 2010: 249). The idea is that from memo writing - which takes account of the process 

of the interviews, the researcher’s reflection of the process, along with the substantive material 

gleaned from the interviews - categories begin to emerge that register with, and lead to the 

conceptualization of, the phenomena at hand. Memoing is an ongoing and evolving process 

through the research process that is predicated both on initial uncertainty, the situational limits 

of the researcher and extensive data to work with. Memoing also helps to support the 

identification of theoretical saturation, the point at which additional interviews yield “so little new 

information that more interviews would be a waste of time” (Hood, 2010: 161). 

 

The extent to which researchers have followed a mechanical step-by-step approach to 

grounded theory methodology varies widely. As Bryant and Charmaz (2010: 50) remark: “what 

some would regard as essential to grounded theory methodology, others would see as 

accidental”, and note that: “this diversity needs to be seen as a basis for discussion and 

exchange of ideas, not an excuse to erect barriers between one ‘true’ version of [grounded 

theory methodology] and all others, inevitably deemed to be impostors or diluted forms of ‘the 

one authentic method’”. Indeed, within the foundational texts, Glaser and Strauss (1967) put 

greater weight on creativity and interpretation, while Strauss and Corbin (1990) demonstrate 

more of a leaning toward formal and prescriptive approaches (Suddaby, 2006).  

 

This research broadly follows the coding steps and the iterative movements between data and 

categories. The following table, presenting data from the financial services case studies, gives 

an example of the steps taken, with raw data populated in the left column moving over through 

steps of abstraction to the right, to form a key category for concept development (broadly 

following the example provided by Cope, 2009).  
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Table 3.1: Example of Coding and Analysis 
 

 

“Investment bankers are 

interested in decision 

making around liquidity, 

around solvency and around 

macro-prudential regulation 

… wherever those seats of 

power are, the investment 

bankers will be [there]” 

(A123) 

 

“… the conversations and 

debates about the issues of 

the day [are taking place in 

London]” (A119) 

 

“The organisation which 

runs the New York Stock 

Exchange has opened new 

offices in Belfast. NYSE 

Euronext's 'centre of 

excellence' at Adelaide 

Exchange will create up to 

400 technology, operational 

and corporate jobs in the 

next four years.” (Belfast 

Telegraph, 2010) 

 

 

 

 

 

London –proximity to 

regulators 

 

 

 

 

 

 

London – proximity to 

decision-makers 

 

 

 

 

 

 

Second-tier financial centre 

with first mover advantage 

 

 

 

 

 

 

 

 

 

 

 

Key activities likely to be 

“out of reach” of 

Edinburgh and 

Manchester as financial 

centres 

  

 

 

 

 

 

 

 

 

 

 

 

 

“Meta” - structure of 

global sector 

 

 

In Chapter 6 it is apparent in the conceptual framework developed for each of the case studies, 

how direct terms gleaned from the data collection have been ordered into more abstract 

categories and concepts.  

 

Theorising Through Grounded Theory 

 

This thesis raises two issues pertaining to conceptualisation through a grounded theory 

approach: one, treatment of the a priori metaphor and compatibility with concepts and theory as 

emergent, and, two, the sequencing of case studies and implications for the theory generation 

process. 
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A Priori 

 

When first conceived, grounded theory methodologists promoted the idea that a researcher 

should enter a project with an open mind, free from conceptual baggage (Glaser and Strauss, 

1967). In this sense, grounded theory was undergirded by the principle that categories should 

be revealed from a continual analysis of data, rather than the researcher imposing categories at 

the start, simply seeking to find data that fills out and conforms with those categories. The logic 

followed that conducting literature reviews too readily closes the researchers mind to the 

categories and concepts that empirical research may reveal. Suddaby (2006: 634), in rejecting 

this approach, notes: 

 

“A common misassumption is that grounded theory requires a researcher to enter 

the field without any knowledge of prior research. There are several variants of this 

myth, each based on the false premise that the researcher is a blank sheet devoid 

of experience or knowledge. An extreme variant is the notion that not only must the 

researcher enter the field with a blank mind (i.e., without knowledge of the literature 

and absent prior experience), but that she or he must also enter the field with a 

blank agenda (i.e., without a defined research question). A less extreme, but more 

problematic, version suggests that the researcher must defer reading existing 

theory until the data are collected and analyzed.” 

 

The idea that one can shift into a research project free from pre-conceptions brings about many 

problems. Even the very instance of posing a research question or focus, as Suddaby (2006) 

remarks, must entail some proximity to, and understanding of, a critical literature which is by 

nature laden with values and categories. In terms of the literature, it is perhaps useful to 

distinguish between the Glaser and Strauss’ (1967) variant of the methodology that promoted 

non-literature guided processes, and the later Corbin and Strauss (1990) approach, which is 

more accepting of taking an initial orientation framed by the literature (Matavire and Brown, 

2013). As Bryant and Charmaz (2010) reflect, more recent grounded theory approaches tend to 

hinge on a balance between relying on the literature to provide a framework and having a level 

of understanding to provide an orientation. McGhee, Marland and Atkinson (2007: 334) similarly 

argue for a middle ground: “A researcher who is close to the field may already be theoretically 

sensitized and familiar with the literature on the study topic. Use of literature or any other 

preknowledge should not prevent a grounded theory arising ... Reflexivity is needed to prevent 

prior knowledge distorting the researcher’s perceptions of the data”. Moreover, other authors, 

while seeking to develop new concepts to fill gaps apparent in extant literatures, recognise the 

useful insights that can be drawn from existing work (Scheibl and Wood, 2005).  
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In all, this points to a research approach that, in Dey’s (2010: 176) words, is “open-mind[ed]” but 

not “empty head[ed]”. Such hybrid grounded theory methodologies, moving away from the 

purely “let the data speak” type approaches, have been classified by Matavire and Brown 

(2013) in terms of an “evolved grounded theory”. It is on the grounds given by evolved 

approaches that the careful and reflexive application of a metaphor a priori, in order to assist 

with ordering complex and diffuse material, can thus be defended. 

 

Case Study Sequencing 

 

The research undertaken in this thesis is premised on four overlapping case studies. The 

implications for theorising is that there was a degree of cross-fertilisation across the case 

studies as the conceptual framework was developed. In essence, as the primary research in the 

financial service case studies progressed before the place development cases, initial 

categorisations around the “meta”, “mediating” and the “direct”, as structuring frames, was used 

to inform thinking about the place development cases. However, with respect to grounded 

theory concerns about forcing categories on to empirical phenomena, documentary research 

had already been commenced with the place development cases, and thorough and ongoing 

reflection was given to the tractability of the emerging categories in the new case contexts. As 

the later data and analytical chapters show, the common absorptive capacity framework is 

populated in quite different ways across the cases. 

 

Methods - Interviews and Documentary Material 

 

Underpinning the qualitative approach taken, key informant interviews and documentary 

research were the modes of data collection chosen. Interviews were chosen as the preferred 

primary research method, over surveys (as used by Phelps et al, 2003; and Cumbers, 2000), 

given the exploratory nature of this research exercise. In essence, due to the face-to-face or, on 

occasion, over the phone nature of the dialogue, opportunities emerge for follow-up questions 

and deeper probing to take place. 

 

As concerns sampling, a set of resources were consulted. First, industry associations in both 

Manchester and Edinburgh proved particularly useful for financial services. In Manchester, 

Pro.Manchester lists a full directory of member firms, as does Scottish Financial Enterprise in 

Edinburgh. These resources were particularly useful in drawing out samples initially. In the 

place development case studies, MediaCityUK has an online directory of tenant firms that can 

be consulted alongside other documentary sources. For Leith Docks, given the ex-ante nature 

of the development, media and government documentation was turned to primarily. 
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Multi-location firms were identified by ascertaining that a form of production is undertaken in a 

city outside of the two cities in focus (Edinburgh and Manchester). Selecting multi-location firms 

offers an immediate lens as to how activities in one place are determined and shaped by 

activities taking place in other locations. Distinctions were made between firms based on where 

the head office is located and how many employees the firm has in total. Critically, such 

distinctions are made clear when the economic development implications of different sub-

sectors in financial services are drawn out. 

 

As well as consulting publicly available resources to identify target firms, a set of orienting 

discussions were held with key sector leaders to help the researcher draw out the major actors 

and parameters of the sector in each case study. Such discussions were not intended to create 

direct empirical and quotable material, but rather to confirm who is there, who should be 

approached first and who it might be difficult to approach. These orienting discussions had a 

critical role in ensuring the researcher had a strong familiarity with the respective sectoral 

landscape before interviews were conducted. In some instances, repeat communications were 

made with orienting participants to test emerging findings and to allow for any evidential or 

analytical gaps to be identified. 

 

Whilst public directories and leads from certain industry bodies were helpful in attaining access 

to target firms and individuals, other steps were required. In some instances, for example, firm 

press releases, public LinkedIn profiles and firm Twitter pages allowed an insight into who the 

“right” person at a particular firm may be. In addition to this, and as the interviews proceeded, 

incremental sampling built on the names purposively identified at the outset. A mix of purposive 

and theoretical sampling sits at the heart of grounded theory (Birks and Mills, 2011) and this 

approach broadly follows the direction of Fletcher and Plakoyiannaki (2011) who argue that for 

exploratory research, a definitive sample is not required before going out into the field. Fletcher 

and Plakoyiannaki (2011) thus advocate multi-level approaches to sampling, arguing that 

sampling is not a single decision, but rather an emergent and iterative processes, reflecting 

evidence coming to light in the field. 

 

The logistics of recruiting interviewees was time consuming. Once an individual at the 

appropriate level had been identified, a letter was sent outlining the intention to meet and setting 

out what the purpose of the interview was. Each letter was tailored to ensure recipients could 

easily connect the topic with the operations of the firm in question. On many occasions follow-

up letters and or phone calls would be sent. Given the need to attract senior personnel, the 

challenge of finding space in busy calendars was commonplace. However, in certain 

circumstances, working with personal assistants proved helpful.  
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Access in the research was further complicated by sectoral sensitivities and issues of 

commercial confidentiality. For the financial services sector, for example, the tribulations of the 

financial crisis and the diminished public image that certain aspects of the sector now present, 

mean a number of research targets were either reluctant or not willing to participate. In some 

instances, not audio recording an interview provided comfort to interviewees, enabling 

discussions to proceed. Among the firms approached in financial services, and as some of the 

case study material indicates, there were higher incidences of decline in Manchester than in 

Edinburgh. For the Leith Docks and MediaCityUK, contact with developers proved difficult, while 

for firms considering a location at the development sites, interviews were refused on the 

grounds of commercial confidentiality. In this respect, negotiations with land holding companies 

can be long-running, and hinge on a mixture of incentives and bargaining positions. While 

discussions were sought with individuals who had close proximity to the development to plug 

evidence gaps somewhat, other documentary material was called upon to a greater degree in 

the place development case studies (this is discussed further below). In terms of building a 

sample of evidence finally, the purpose of this research approach is to draw in enough evidence 

from enough actors for a conceptual framework of the firm-territory nexus to be developed. 

Therefore, the sample does not give complete coverage, rather sufficient coverage to draw out 

major themes and drivers of integration (“indicative” not “comprehensive”, as Coe (2009: 561) 

remarked).  

 

Secondary literatures on interview practice in economic geography, international business and 

management were consulted at great length before commencing primary data collection 

(Yeung, 1995; Clark, 1998; Knox-Hayes, 2009; Hughes, 1999). These literatures point to 

lessons in interviewing “elites”, including: building rapport; getting an interview back on track; 

responding to hostility; and demonstrating agility in gleaning further information and being 

flexible depending on how responses are being formed (Harvey, 2009). The literatures also 

point to the merits of semi-structured approaches for flexibility. In Markusen’s (1994) work - 

“Studying regions by studying firms” - the following practical issues concerning interviews are 

emphasised: speaking to the right individuals within firms (those who have experience and 

oversight at a strategy level); recognising the time required for each interview (for every 

interview under two hours, approximately ten hours of preparation, transcribing and analysing); 

and having an understanding of the firm beforehand, so as to go into the interview in an 

informed manner. Building on the latter point, it is important for the researcher, to have, as far 

as possible, a detailed understanding as to what the firm does where. In this thesis, broad “firm 

biographies” were developed, that noted a range of relevant contextual information. This 

included, where possible, detailing the following factors: duration in the city, number of 

employees, recent employment changes, major personnel changes, recent events and news. 

Such biographies were produced through an analysis of company reports, from press releases 

to annual reports, as well as reports in the serious media. The level of detail which could be 



42 
 

inputted into each biography depends on the amount of publicly available information given for 

each firm. However, reporting requirements for listed firms proved helpful for the majority of 

firms assessed. In addition, ahead of each interview, a summary page of key questions was 

sent to each interviewee (typically one to two days in advance). This proved to be useful in 

provoking thoughts about the economic geography of the business before each interview was 

held (an example of this is given at Appendix 1). The summary page has a core across all 

interviews within a case study, however, each also includes tailored questions reflecting the firm 

approached. 

 

During the interview itself, questions initially focused on some of the career details of the 

interviewee. This was useful in building rapport, while the stories told - as individuals move from 

firm to firm affected by mergers and acquisitions, for instance – also revealed key economic 

geographies central to the research focus. The semi-structured guide helped to steer 

conversation and contained prompts to follow-up, throughout. The length of each interview 

varied from 45 minutes to 90 minutes, with the average taking approximately one hour. Each 

interview was held at the business premises of the participant. Following each interview, initial 

analysis and coding quickly followed, with partial transcription typically undertaken. As 

constructivist or discourse based analysis is not pursued in this research, a partial transcript 

highlighting key points and select quotes was deemed sufficient in most instances (King and 

Horrocks, 2010: 143). In this research, what they say - and what factors, conditions and 

processes they allude to - are important; not, so much, how they say it or with how many 

stutters. Where requested, interview transcripts were sent to interviewees. The general 

approach to anonymising material in the economic geography literature, by not naming 

interviewees and representative firms, was also followed. Interviewees were made aware, 

however, that given the small number of firms involved in each case study (relative to London 

for example), only partial anonymity could be guaranteed. The Participant Information Sheet 

and the Consent Form, which set out the anonymity and confidentiality issues followed, are 

attached at Appendix 2 and 3.  

 

As well as interviewing individuals from firms, interviews with individuals close to but not within 

the sector were also conducted. In financial services, this included consultancy firms, legal 

firms, as well as industry associations. These were useful in terms of offering alternative 

vantage points about the nature and trajectories of the sector and provided a degree of 

triangulation in terms of allowing the researcher to confirm or validate certain patterns and 

themes that were emerging. Such individuals, by nature of the advisory roles they offer to firms, 

tended to have a strong understanding of sector dynamics and strategic considerations. 

 

As consistent with grounded theory, it must be recognised that the researcher approached the 

first interview somewhat differently from the final interview in each case study. In this sense, and 
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while a core set of questions endured, the built-up knowledge of the researcher permitted 

greater interventions and follow-up points to be made in later meetings. Such an approach is a 

critical aspect of moving toward theoretical saturation, one can argue. 

 

Alongside interviews, documentary research played an important role in this research. 

Documentary evidence is typically “subsumed in importance to interviews” (Wright, 2011: 361), 

though some international business scholars increasingly recognise the value of analysing 

strategic plans, meeting minutes and annual reports, amongst other material (Wright, 2011). As 

a general overview - with more detail given in each of the case studies - documents were 

collected from firms that had made, or were thinking about, integration. Such documents varied 

from press releases that outlined the logic of particular investment decisions, to annual reports 

which provided a lens on the structure of a national or global business (and, in some instances, 

the importance of particular nodes within it), to presentations on aspects of firm strategy. 

Industry magazines and the financial press (such as the Financial Times and Wall Street 

Journal), which contain in-depth industry and firm profiles, also proved useful in sketching the 

contours of, and changes occurring within, an industrial sector. Additionally, databases such as 

Lexis Nexus and EbscoHost permitted key word searches across a range of industry and media 

outlets. Switching to the place side of the integrative process, policy documents from 

government bodies, industry organisations and land holding companies, provided nuanced 

information on location specific matters (and, in some cases, the incentives for integration that 

are in place). This provided rich evidence on the qualities of place at integration settings (such 

as the nature of infrastructure). Additionally local newspapers – including the Scotsman, 

Scotland Herald and Manchester Evening News – helpfully reported key developments, such as 

personnel changes and moments of firm entry or exit. Documentary material was particularly 

important in the place development case studies, given the difficulties associated with securing 

firm interviews. Furthermore, consulting such documentation was useful ahead of interviews, in 

helping to generate an understanding of each firm and organisation approached (note the 

discussion above on firm biographies), and following interviews, in order to clarify and confirm 

certain points raised by interviewees. In keeping with a grounded theory approach and the idea 

of theoretical sampling, documentary material was consulted until no further insights about the 

integration context could be obtained. 

 

Case Studies 

 

This section outlines rationales for case study work, starting with a review of case study roles as 

given in the broader social science literature, followed by a commentary on the particular case 

selection logics deployed in this thesis. The section concludes with an outline of the two city 

contexts chosen, touching upon thorny issues of city-region scale and definition. 
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Literature and Theory 

 

Edinburgh and Manchester have been chosen as case study city-regions. As will be explained, 

this is due to their common status as regional or second-tier financial centres in the UK. 

Following the principal choice through the financial services sector, place development cases 

within both city-regions have been identified. Having a sector and place-based focus adds a 

richness in concept generation, and, critically, allows a fuller story about the Manchester and 

Edinburgh economies to be told.  

 

A wide set of literatures offer different perspectives on the use and validity of case study 

approaches. Gerring (2004: 342), though admitting that conceptions vary, defines the case 

study as: “an intensive study of a single unit for the purpose of understanding a larger class of 

(similar) units”. That is, case studies provoke a deep context-specific investigation, where some 

limits can be drawn on what falls inside and outside the case, with the view to theorising beyond 

the area in focus. Meyer (2001: 329) notes that one of the strengths and weaknesses of case 

study research is that there “are virtually no specific requirements guiding case research”. This 

is seen to be a strength in that the research strategy permits flexibility, but also a weakness in 

that a large number of poor case studies result.  

 

With respect to analytical logics for case selection in the context of theory development, 

Eisenhardt and Graebner (2007: 27) note: “multiple cases are chosen for theoretical reasons 

such as replication, extension of theory, contrary replication, and elimination of alternative 

explanations”. However, Piekkari, Welch and Paavilainen (2009) in pointing to a distinct 

positivism in the work of Eisenhardt and Graebner (2007), call for pluralism in case selection 

and design. Rather, the following view of case study research is argued for: 

  

“... a research strategy that examines, through the use of a variety of data sources, 

a phenomenon in its naturalistic context, with the purpose of ‘‘confronting’’ theory 

with the empirical world. This confrontation can take the form of either identifying 

constructs for later theory testing or searching for a holistic explanation of how 

processes and causes ‘‘fit together’’ in each individual case.” (Piekkari, Welch and 

Paavilainen, 2009: 569) 

 

In advocating for greater diversity in case study use, Piekkari and Welch (2011: 4) argue that 

the “legitimacy of the case study has been achieved at the expense of narrowing the diverse 

options available to case researchers” and contest that case studies must be “responsive to 

different research questions” or focus areas. Piekkari and Welch (2011: 5) lodge their approach 

in the need to distinguish “idiographic”, privileging rich description, from “nomothetic”, which 

deploys case studies for the purpose “of observing and measuring variables”. Reflecting the 
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critical realist stance taken, this research follows the “contextualised explanation” approach to 

case studies as proposed by Welch et al. (2011). Involving a step away from the search for law-

like explanations, contextualised explanation reflects a commitment to the identification of 

causes based on deep contextual probing. The research sees context as providing richness, not 

messiness that needs to be controlled away. Welch et al. (2011: 749) remark as to the 

acceptance of multiplicity in such an approach: “... case researchers explain by factoring in the 

combination of conditions found in the case rather than seeking to measure the net effect of an 

isolated variable. This is because a single variable may have a very different effect, depending 

on the configuration of variables with which it is combined in a case”. One can observe the 

close fit with critical realism here, where mechanisms are regarded as partial and contextually 

contingent. As this research will show, there is a core to absorptive capacity and generalisations 

about mechanisms can be observed across case studies. At the same time, however, 

idiosyncratic conditions and processes in place show that such mechanisms manifest in 

different ways. 

 

Selection on Relative Position  

 

A number of comparative case studies in urban research draw on common factors such as 

processes of deindustrialisation, city-region size or even ethnic composition. However, this 

reflects an analytical fixation on city-region stocks – what can be identified and measured within 

or at a city-region. In this thesis rather, it is the relative position of Manchester and Edinburgh 

and the similar relationships both cities exhibit with London that is the driving logic for selection. 

In other words, the research focuses on the economic development of second-tier core city-

regions, living within the shadow of a major global city-region (Taylor, 2011).  

 

The position of Edinburgh and Manchester as second-tier financial centres reflects their 

significant sectoral shares, but, at the same time, underscores the relatively limited sectoral 

roles of both cities as compared with global financial centres (TheCityUK, 2014). The evaluation 

for the green investment bank location, where Edinburgh and Manchester were ranked second 

and third respectively for financial services strengths, behind London, further reflects this 

pattern (BIS, 2012).  

 

Looking at firm production systems and internal organisational structures, both Edinburgh and 

Manchester are largely in the bidding for back and middle office functions of global banking 

operations, rather than the front office functions, such as trading floors (which are still typically 

the preserve of global financial centres such as London). These organisational matters further 

reflect the relative position of both cities. In essence, as well as having the same relative role in 

the UK economy, as city-regions at the second tier, Edinburgh and Manchester are intimately 
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bound to core financial centres, most obviously London, through the structure of the financial 

services sector and the organisation of production within it. 

 

In choosing Edinburgh and Manchester as cases in this thesis, the question may be posed, why 

not choose cities with a similar industrial heritage? Surely Manchester and Glasgow have more 

common economic histories? This may indeed be true, however, to choose based on heritage 

and past trajectories is to privilege path dependency as the defining factor of second-tier city 

development. In this thesis, and without wanting to dismiss the importance of history and path 

dependency, the argument is made that one needs to look at what exists outwith a city-region 

economy to understand the development trajectory of a city-region economy. To do this, 

network positionality must therefore have a key role. 

 

The wider economic geography literature gives precedent to look at Edinburgh and Manchester 

based on their relative network positions. Engelen and Grote (2007) talk about the 

“consequences for second tier financial cities like Frankfurt and Amsterdam”, in their 

assessment of stock exchange functions. In this case, relative similarity is based on their 

second-tier financial centre status within Europe. In the European context furthermore, 

Zademach and Musil (2012) point, through network analysis, to the development of Vienna and 

Munich as contingent on the European landscape of financial centres. In the global value chain 

literature, furthermore, empirical sites are chosen, not because of commonalities in the local 

nature and composition of particular economies, but because of how they are positioned in 

trade networks. For instance, Kaplinsky, Terheggen and Tijaja (2011) recently looked at Thai 

cassava and Gabon timber in terms of the impact of shifting end markets from Europe to China.  

 

The work on global networks, as introduced in the literature review, positions both Edinburgh 

and Manchester in equivalent positions within sector hierarchies (Taylor, 2011). This suggests a 

race to be Britain’s second city, and strengthens the logic by which to choose city-regions based 

on relative hierarchical position. The case studies in this thesis provide a lens, through the 

responses of key firm actors, to interrogate city-region hierarchy formation within the UK.  

 

Manchester and Edinburgh – Case Selection 

 

As noted, Manchester and Edinburgh can both be considered second tier city-regions in the UK, 

though they present varying urban characteristics. In terms of the populations of the two cities, 

the scale at which we take the count is crucial. For both central local authority (LA) areas, an 

equivalent population of approximately 500,000 can be identified (City of Edinburgh Council, 

2013; Manchester City Council, 2014). Manchester and Edinburgh show quite different 

population numbers, in terms of the city-region, however. Numbers cited include: Edinburgh - 

1.6 million for the city, Borders, Lothians, Falkirk and all of Fife (City of Edinburgh Council, 
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2013); Manchester - 2.7 million for the metro areas and 7 million within one hour’s commute 

(New Economy, 2013). The array of numbers points to the difficulties associated with 

developing rigorous and comparable data on UK cities and city-regions.  

 

While local authorities (LAs) are widely considered poor markers for developing an 

understanding of functional city-regions, the bulk of sub-national economic data is still collected 

at this level. In England, statistical measures of “primary urban areas” (PUAs) have been made 

available (Scotland has no such equivalent metric at present). PUAs, developed by the 

Department for Communities and Local Government (DCLGa, 2011: 98), provide a metric 

reflecting city size based on continuous built-up areas. This differs from travel-to-work area 

(TTWA) data, which, relaxing the contiguity requirement, takes account of a broader zone 

based on proportions of people living and working in an area.8 Though strategic development 

areas in Scotland are drawn at crude city-region scales, these are based on aggregated LAs. 

 

Looking at alternative evidence, the Centre for Cities has compiled an extensive data set on 64 

city-regions within the UK for their annual “Cities Outlook” report. The city-region scale is based 

on the PUA measure.9 The following table reproduces some of the key economic statistics for 

Manchester and Edinburgh. 

 

Table 3.2: City and City-Region Dimensions and Characteristics 
 

  
 
 

Edinburgh 
(Reflects “City of” only) 

Greater Manchester 
(Data excludes Wigan, 
Bolton and Rochdale)* 

Population 482600 1892500 

Population change, 02-12 34500 140700 

Business start ups per 10,000 pop, 2012 44.45 43.7 

Average weekly earnings (£ 2013 prices) 559.30 462.07 

High level qualifications (NVQ4 and above, working age 
population, 2012) (%) 

56.13 33.38 

No formal qualifications (working age population, 2012) 
(%) 

5.5 11.12 

Ratio of private to public sector employment (2012) 2.57 2.68 

JSA claimant count (November, 2013) (%) 2.66 3.69 

Source: Centre for Cities (2014) 
*Greater Manchester as: Bury, Salford, Trafford, Manchester, Stockport, Tameside and Oldham. 

 
 

Because Edinburgh is treated at the LA level only, some of the metrics between Edinburgh and 

Manchester are exaggerated. In this regard, including Livingston, Musselburgh, and 

Dunfermline within the Edinburgh data would likely re-shape some of the measures, given 

differing skills profiles and industrial composition, inter alia. With the exception of Musselburgh, 

                                                 

 
8 The criterion, as noted by the ONS, is that, of the resident economically active population, at least 75% actually work 
in the area, and also, that of everyone working in the area, at least 75% actually live in the area (Bond and Coombes, 
2007) 
9 For Scottish cities, aggregated LA data is used. 
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however, such areas do not meet the continuity criteria of PUAs (that is contiguous built up 

settlements of 125000 or more). Such additions fit within the TTWA - as southern Fife and the 

Lothians report high inward commuting flows to Edinburgh - and the “Strategic Development 

Plan” area for Edinburgh. 

 

A report by the Northern Way (2009) provides a nuanced view of the relationships between 

different LAs that comprise the Manchester city-region. A persistent, intra-city, north-south 

divide was a dominant finding of this work. Here, southern LAs, such as Stockport and Trafford, 

are seen to have vibrant business bases, strong workplace and residential skill sets and high 

connectivity to, and complementarities with, the Manchester core (Manchester can be described 

as a monocentric city (Northern Way, 2009: 2)). For northern LAs, such as Oldham and 

Rochdale (Bury being an exception), few positive couplings with the core are apparent. 

Additionally, northern LAs are seen to suffer from greater deprivation, dwindling industrial 

sectors and weaker skills profiles. 

 

Additionally, Centre for Cities data shows high levels of intra-city disparity in both Edinburgh and 

Manchester. In other words, the gap between high-income and low-income areas in both cities 

is large relative to gaps in other UK cities. Manchester and Edinburgh are ranked 51st and 57th 

respectively, out of 64 cities (Centre for Cities, 2012). This issue resonates with the place 

development cases chosen in this work. 

 

In summary, while united by their second-tier relational position, and their position relative to 

London more especially, the Manchester and Edinburgh economies differ according to their 

wealth and size profiles, as well as by their wider sectoral and skills compositions. 

 

Identifying Place Development Studies 

 

With Edinburgh and Manchester identified as case study city-regions for the financial services 

sector, a place development project has been identified in each city-region to offer a different 

perspective on the issue of sector-territory integration. The cases chosen are the MediaCityUK 

development at Salford Quays in Greater Manchester, and the Leith Docks development in 

Edinburgh. 

 

Both place development cases have the aim of attracting global investment and developing 

cluster formations attached to this FDI. As will be shown, moreover, the case studies reflect the 

aspirations of policy officials to bring back into use areas where economic development was 

lagging or under-utilised. The intersection of property regimes, local authority governance and 

development agency interventions lay at the core of both studies, reflecting attempts by officials 

to provide conducive development settings for multi-location firms. 
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Summary Table 

 

The following table broadly categorises the case studies undertaken and gives an impression of 

the scope of the primary research. 

 

 
Table 3.3: Primary Data Collected for Case Studies 

 

 Edinburgh Manchester 

Cross-spatial  

(firm/sector entry 

point) 

23 firms and organisations in or connected to the 

financial services sector.  

No specific spatial setting within the city. 

 

13 firms and organisations in or connected to the 

financial services sector.  

No specific spatial setting within the city. 

Place-based 

(development project 

entry point) 

 

Leith Docks - 4 organisations in or connected to 

the development. 

Specific spatial setting. 

 

MediaCityUK - 6 firms and organisations in or 

connected to the development. 

Specific spatial setting. 

 
 

Appendix 4 gives a list of interviewees for each of the case studies, with the appropriate 

changes made for anonymity, noting the position of the interviewee within the organisation or 

firm. 

 

Conclusion 

 

A qualitative research approach, across four case studies in Manchester and Edinburgh, with 

two sector-based and two place-based entry points, premised on a qualified grounded theory 

methodology, underpins this research. The aim has been to develop a series of factors that 

reflect the intersection of scalar processes in city-region economies. To guide this exploratory 

process, the metaphor of absorptive capacity has been deployed to steer concept development. 

Calling on an “evolved” grounded theory approach, it is argued that, even with some apriorism, 

using a metaphor to shed light on socio-economic phenomena is tenable in that it simply offers 

a frame to order the geographic phenomena in question, rather than specify the content of the 

economic geographies in any detail. It is argued, moreover, that the approach taken gels with 

critical realism.  
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Chapter 4 – Financial Services Sector Case Studies 

 

 

This chapter presents the first data collected from the research and provides an analysis of how 

second-tier financial centres are integrated into the global financial services sector. This 

provides content for the conceptual framework to be developed in Chapter 6. Before moving on 

to the detailed empirical case studies, this opening section outlines the nature and contours of 

the financial services sector, setting the scene for a deeper, concentrated examination of the 

financial centres of Edinburgh and Manchester. 

 

Second-Tier Financial Centres 

 

Financial centres may encompass a limited to a full range of financial services activities and 

have been addressed in the economic geography literature from a number of perspectives. 

Porteus (1999) takes a high-level vantage point in his analysis, showing how financial centres 

develop at the intersection of centralising and decentralising processes. In line with a number of 

the factors illustrated in the following case studies, Porteus (1999) points to the importance of 

labour pools, time zones, amenities and air networks as signals of financial centre compatibility. 

Related to this approach, the view of “New Economic Geographers” on financial centre 

development is reflected in the work of Gehrig (2000). Starting from spatial equilibrium 

assumptions, Gehrig looks at how bank clearance systems and information processes, set 

against cost escalations, shape financial centre geographies. 

 

Building evidence on second-tier financial centres, of which Edinburgh and Manchester are 

classed, has received minimal attention in the academic literature. Rather, the global centres of 

London and New York and the high-profile activities that animate them, draw the bulk of 

attention (Wojcik, 2011; Clark, 2000). While a number of authors have shed light on the 

European system, elucidating the roles played by Munich, Vienna, Frankfurt and Amsterdam 

(see, for example, Engelen and Grote, 2009; Grote, Lo and Harrschar–Ehrnborg, 2002; Grote, 

2008; Engelen and Glasmacher, 2011; Zademach and Musil, 2012; Faulconbridge, 2004), the 

work of French, Lai and Leyshon (2010), Bristow, Gripaios and Munday (1999), Parr and Budd 

(2000), Wojcik and MacDonald-Korth (2014) and Bailey and French (2005) steer focus to the 

system of UK financial centres. The work of the latter authors - drawing out the financial 

services dynamics for Edinburgh, Glasgow and Bristol - is most noteworthy here. Bailey and 

French (2005) disaggregate their analysis by distinguishing: fund management; retail banking 

and life assurance; commercial and corporate financial services; and, financial sector 

teleservices. Calling on existing survey results and interviews with key informants, the authors 

offer a nuanced account of the firm, industry and place logics that position second-tier city 
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economies. As well as fleshing out demand and supply side dynamics, consideration is given to 

the practice level of the economy including merger and acquisition (M&A) activities, reputational 

considerations as well as “roadshow” events. The authors conclude with questions about the 

long-term viability of second-tier financial services beyond hosting low-value routine activities. 

With London’s dominance deemed to be critical in shaping the sector, Edinburgh, Glasgow and 

Bristol are characterised as playing distinctly subordinate roles. A number of the findings of 

Bailey and French’s (2005) work clearly resonate in this thesis.  

 

Finally, from the extant literatures above, a distinction needs to be drawn between financial 

services and regional development in terms of service provision to the local area as opposed to 

service production (serving wider areas). Though perhaps recursive, the latter is of most interest 

in this thesis, and is distinguished in the following analysis through the terms “market-seeking” 

versus “resource-seeking” (Iammarino and McCann, 2013). 

 

Having charted the various ways of looking at city-regions with substantial financial services 

sectors, the composition of financial services is now considered. 

 

Sector Structure 

 

A range of overview handbooks that lay out the operation of the financial system have provided 

the author with a useful window into the core functions and structures of the sector. Texts by 

Coggan (2002; 2011), Blake (2000), Haan, Oosterloo and Schoenmaker (2012) and Arnold 

(2012) all take the role of the financial system, and the financial services firms acting within it, 

as: “put[ting] people who want to lend (invest) in touch with people who want to borrow” 

(Coggan, 2002).10 In terms of the mechanics and rationales underpinning financial services, 

“time” and “risk” should both be regarded as core factors. In banking, for example, maturity 

transformation is a key service provided, where banks borrow short and lend long. Additionally, 

asset management, and insurance and pensions, are all premised on decisions – risks – about 

which asset classes are likely to offer the highest return, or decisions about controlling for 

possible (and sometimes necessary) adverse events.  

 

The core lender-borrower link is realised through a range of sub-sectors. In this research, the 

financial services sector has been decomposed according to the following sub-sectors: asset 

management; asset servicing; banking; pensions and insurance. All sub-sectors noted above 

were covered in the research, though more respondents emerged from asset management and 

asset servicing. 

                                                 

 
10 Academic journals, such as the “Review of Financial Studies”, have also been consulted for background knowledge. 



52 
 

 

The five principal financial services sub-sectors in Edinburgh and Manchester are outlined as 

follows.  

 

 Banking incorporates a broad array of services catering to both retail and institutional 

customers. Working in multiple distribution channels - from the household to the SME,  to 

prime brokerage services for hedge funds - instruments provided within the banking industry 

range from the plain vanilla (savings accounts, debt origination and mortgages) to the exotic 

(such as derivatives trading). Investment banking - involving M&As, advisory and brokerage 

roles - often referred to as the “sell side”, has limited representation in both Edinburgh and 

Manchester.11 

 

 Asset servicing can be considered a growth area in Edinburgh and Manchester. Asset 

servicing – functions often set within global banking entities - provides the heavy lifting for 

asset managers, and typically operates within an outsourcing model. In essence, where a 

fund manager focuses on core competencies, notably asset selection and performance, the 

administration of this work is left to others - the asset servicers. Typically considered the 

back office, though reaching into the middle office in many organisations, asset servicers – 

including custodial, fund accounting and transfer agency functions - execute and settle 

transactions, maintain record keeping, calculate asset values, and make dividend and other 

payments. Asset servicers are large employers in Manchester and Edinburgh, with certain 

firms employing upward of 1,000 FTEs.12  

 

 Asset management seeks to make a return on the capital entrusted by investors, using 

“unit trusts”, “open ended investment companies” and “investment trusts” - which differ in 

terms of governance, redemption criteria and distribution - to invest in a range of asset 

classes, including equities, corporate bonds, gilts and commodities. Asset management is 

oft referred to as the “buy side”. The asset management sector has a diverse make-up, 

ranging from large entities managing retail and institutional assets in the region of hundreds 

of billions of pounds, to small boutiques operating in just one distribution channel and 

having assets under management (AUM) of between 5 and 20 billion. This diversity also 

shapes employment at each firm, with numbers ranging from 50 through to 500 

approximately.  

 

                                                 

 
11 A number of useful texts have considered how banking systems differ across Europe. Janssen (2009), for example, 
shows the different nature and form of the British and German sectors. 
12 King (2010) and Muniesa et al. (2011), taking different descriptive and critical perspectives, give useful expositions on 
the roles and complexities of back office functions. 
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Private equity reflects a particular “hands on” or managed form of asset management.13 

Closely associated with venture capital, private equity involves the investing asset manager 

taking a management and strategic role in the investment of the business. This is often 

achieved by the asset manager taking a board position in the acquired firm. To make the 

acquisition in the first place, a private equity firm will create a fund from a mixture of 

institutional and household investors (guided by a prospectus). This is the fundraising 

process. The geography of such investors may be wide-ranging, while the location of the 

target company would often appear to be close to the private equity firm (so close control 

relationships can be forged). Both Edinburgh and Manchester host private equity activities, 

with private equity activities in the Scottish capital held within wider asset management 

houses as well as dedicated private equity firms. However, the sub-sector in Manchester is 

of principal focus in this research (given its more prominent role at the financial centre). 

 

 The basic well known purpose of insurance products is to offer a form of security to 

policyholders against adverse events. However, insurance has many incarnations when 

translated into securitised products and layered through the reinsurance sector (where an 

insurer takes out insurance). Edinburgh and Manchester’s insurance functions lay in serving 

the UK domestic market (through life products in Edinburgh, for example), with larger more 

complex underwriting activities largely undertaken from London. 

 

 With an ageing population across the UK, the pension industry, aided by new auto-

enrolment laws, is likely to grow in significance from a provider perspective (from the public 

sector’s perspective, significant shortfalls and poor savings performance are posing 

significant headaches, however). Pension funds are the common asset pools of firms and 

organisations that seek to provide a return in the form of retirement income for contributors. 

Managing and servicing such funds can call on various outsourcing capacities - including 

asset managers and services - depending on fund size and mandate. In terms of investor 

roles and distribution dynamics, the relative responsibilities taken by employers and 

employees have been changing, with a shift from “defined benefit” to “defined contributions” 

schemes – essentially meaning investment risk shifts from employers to employees.  

 

Drawing hard lines between the various sub-sectors is merely a tool of convenience for clearer 

exposition of the Edinburgh and Manchester contexts. Indeed, there is significant interaction 

across these sub-sectors in reality, with some large entities offering products and services 

across much of the spectrum. 

 

                                                 

 
13 The sub-sector, due to a recent presidential election, has received close media scrutiny and critique (McCrum, 2012; 
and Fisman, 2012) 
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Historical Moments and Processes 

 

In October 1986, UK financial markets experienced what has been called the “Big Bang”, based 

on the sweeping deregulation of the London Stock Exchange. The Big Bang, with the insertion 

of interests from the United States and vast technological change, substantially reshaped 

financial services in the UK. Firm consolidation, the entrance of “bulge bracket” firms14, 

convergence between stockbrokers and “stockjobbers”, and changing business cultures were 

all notable consequences (Blake, 2000; Coggan, 2002; Stewart and Goodley, 2011). However, 

for the purposes of this thesis, the strengthened hand of London as a global financial capital is 

the major factor to emerge. 

  

The “Association of European Regional Financial Centres”, led by Scottish Financial Enterprise 

(SFE), was established in the wake of the big bang to make the case for regional financial 

centres (Gowland, Turner and Wright, 2009: 135). The purpose and constitution of the 

association was set out in a piece in the Herald Scotland (Meridith, 1992) as follows: 

 

“Last month in Edinburgh the Association of European Regional Financial Centres 

was formed to encourage the regions to help each other to help develop small and 

medium-size businesses which otherwise would not find financial backing from the 

big-city financial institutions ... Turin, Stuttgart, Barcelona, Bilbao and Lyons 

representing their regions, and Scotland, are the founder members of this 

association and they expect others to join. At its worst it will be a forum for an 

exchange of grumbles about how business in outlying areas gets neglected by the 

centre. At best it will open up a range of investment and information opportunities 

which would probably be missed in Paris or London ... Scotland will be part of that, 

which could boost its confidence as a financial centre with its own way of doing 

things.” 

 

Tickell (1999), citing Manchester expressly, took a sceptical view of the Association arguing that 

“influence [will] wane in spite of the lobbying efforts”. For Tickell, the writing was on the wall for 

inequality and concentration in financial centre landscapes across Europe. It is unclear, given 

the lack of material available, in what areas the Association had effect and what led to its 

dissolution. 

 

Alongside de-regulation, ownership trends in financial services have starkly changed. Indeed, 

demutualisation has been a pervasive trend within the UK sector (Martin and Turner, 2000; 

                                                 

 
14 Large scale investment banks. 
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Marshall, Willis and Richardson, 2003; All Party Parliamentary Group for Building Societies & 

Financial Mutuals, 2006).15 Authors have argued that a move away from mutuals has: one, led 

to imprudent lending (Klimecki and Willmott, 2009); two, weakened the community and social 

bonds that mutuals were often built on; three, lessened variation in funding models and fostered 

“herd” behaviours (Marshall, Willis and Richardson, 2003); and four, reinforced the role of 

London based institutions (Martin and Turner, 2000). Demutualisation trends and the extent to 

which it has shaped financial services, has led to calls for greater plurality in business models 

(see Hutton, 2012). 

 

Coupled with the “long boom”, financial services grew in market scope, veracity and ambition. 

This sowed the seeds for a major rupture in the global economy. 

 

Recent Developments – the GFC 

 

The financial crisis that started in August 2007, stemming from a collapse in house prices in the 

US and the realisation of difficulties brought about by certain financial innovations, shone an 

often disturbing light on to the operations of the financial services sector. As a consequence, 

debates about ethical practices, codes of responsibility, legal concerns pertaining to duties of 

care and fiduciary responsibility, and proposals for structural overhauls of "too big to fail" entities 

have become a daily feature in the financial press (Johnson, 2013; Fisher, 2013). At the level of 

policy discourse, the malfeasance of some bankers has taken up much broadsheet ink recently. 

Perpetuated through libor dealings, the mis-selling of insurance products and money laundering 

incidents, a number of high-profile banking firms have suffered significant reputational damage. 

By virtue of two high profile nationalisation events, activities in Edinburgh have also been centre 

stage. 

 

At both national and pan-European levels, significant energy is now going into drafting new 

rules and legislation on solvency, transparency and safeguarding customer and taxpayer 

interests, to name but a few legislative focus points. In the UK alone, recent commissions 

looking at corporate governance (Hutton, 2012), long-term horizons in equity markets (Kay 

Review, 2012) and the structure and relationships of the banking sector (Independent 

Commission on Banking, 2011)16 pose significant questions for how the financial services sector 

should look and function in the future. 

 

                                                 

 
15 In Edinburgh, Standard Life’s demutualisation occurred in 2006. 
16 Also known as the “Vickers Review”. 
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Though reaching across the UK industry as a whole, this thesis hints at how changes in industry 

practices and rules, whether affected by carrots or sticks, may have an effect in shaping 

Edinburgh and Manchester’s role as financial services centres.17 

 

Regulation 

 

Regulators, as hinted above, are working through and implementing myriad changes as a result 

of the GFC. The following sets out some of the key regulatory agendas. 

 

For the banking sector, Basel III is being developed in order to ensure the sector is resilient to 

withstand future calls on deposits. Basel III refers to the capital ratio that banks must maintain at 

all times, and touches on complex issues such as the weighting of particular capital sources 

(Haldane, 2011; KPMG, 2011). This buffer lies at the heart of banking in terms of meditating 

risk, and, more particularly, providing maturity transformation18. Solvency II, taking a similar 

ethos to Basel III, seeks to ensure the insurance industry is sure-footed and able to withstand 

calls from policyholders after adverse shocks. Solvency II is an EU-led “directive” meaning 

nation states within the EU must enact laws, taking a variety of ways and means across the 

political bloc, to meet the spirit of the regulation (HM Treasury, 2006; Ernst & Young, 2008). In 

the asset management and servicing areas, rules around transparency and reporting are 

inflecting the way business is conducted, and include measures to embed fiduciary rules.19 

AIFMD is an EU-led directive, for example, that is premised on supervision and investor 

protection rules as concern products offered by alternative investment managers such as hedge 

funds (FSA, 2012). A wider set of initiatives are also in train, however, the regulatory 

interventions noted here serve to inform the reader of the major shifts as concern the case 

studies in focus. 

  

                                                 

 
17 A number of texts have been produced recently that have examined the causes of the Global Financial Crisis. Tett’s 
(2010) book “Fool’s Gold” traced the hubris, inventiveness and compliant institutional frameworks that sowed the seeds 
for the chase for leverage to arise. Such issues were covered in a similar manner, by Lewis in his insider’s account 
(Lewis, 2010), while Ferguson, in his panoramic history of the sector, points to industry ‘mutation” and changing actor 
roles as spurring crisis (Ferguson, 2009). Additional GFC reactions by Lanchester (2010) and Sitglitz (2010), covering 
alchemistic practices to deregulated markets, and reflections on how particular economic sectors have been impacted  
(such as housing, see O’Sullivan and Gibb, 2008), also helped to provide an orientation around what is a diverse and 
“complex” sector (Christophers, 2009). Given the notable role of certain Edinburgh based institutions within the crisis 
that emerged in the UK, books by Martin (2013) and Perman (2012) may be of interest to readers who seek to dive 
deeper into this case study. Additionally, intimate portraits of major institutions in Edinburgh can be found in The 
Scotsman’s archives. These sources provide for an account of the paths that have shaped the sector in Edinburgh. 
Also, a wider set of periodicals and portals – such as the Financial Times (and associated publications such as FTfm), 
London Review of Books, Bloomberg View, New Yorker and Economist, among a number of others –have presented 
diverse reflections and perspectives on the causes and outcomes of the Global Financial Crisis. Finally, within the 
geographic and cognate social science literatures, a body of work has emerged around the operation of functional 
markets – Mackenzie (2013) Engelen et al. (2012) - while wider contributions have considered how “financialisation” has 
shaped economic geographies more broadly – Hall (2012), Wainwright (2012). 
18 Borrowing short and lending long. 
19 Fiduciary roles pertain to agent-principal relationships and the responsibilities of the former to the latter in terms of 
adopting a duty of care, among other things. 
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Chapter Outline 

 

Mindful of the introductory definitions and the major issues delineated, the rest of this chapter 

details the Edinburgh and Manchester financial services contexts. The Edinburgh case study 

sets the scene for much of the remainder of the chapter, so readers will find this lengthier than 

the Manchester case study. A detailed discussion of “Centres of Excellence”, as a common 

theme across both case studies, is then set out. Finally, as a consideration of research ethics, 

interviewees, and the firms interviewees are from, are not named in the research. However, firm 

names are given, unconnected to the interviewee material, where data is drawn from publicly 

available information. Decisions have been as to where this is appropriate. 

 

4.1 Edinburgh Financial Services Case Study 

 

Edinburgh is a diverse financial centre with a rich legacy in the sector stemming back hundreds 

of years.20 In this section, an introduction to financial services, with consideration of the sector’s 

legacy in the city, is given. The key themes that have been developed through the empirical 

research in this case study are then pointed to. 

 

Sector Outline 

 

The financial services sector has a significant role in the Edinburgh economy. The table below 

sets out some high-level metrics to give a sense of the dimensions of the sector in the city: 

 

Table 4.1.1: Edinburgh’s Financial Services Sector 
 

Detail Value 
 

Employment in industry* 
 
- from TheCityUK** 

34,600 
 
73,700 
 

Proportion of city-region GVA from industry*** 23.5% 

Proportion of employees in industry* 11.0% (LA only) 

Firms in industry* 445 (LA only) 

*ONS Business Register Employment Survey (2011); cited in Edinburgh by Numbers (City of Edinburgh Council, 2013) 
**TheCityUK (January, 2014), figure for “UK Financial and Related Professional Services Employment”. Data as at 
2012. 
***ONS Regional GVA, at NUTS3, as at 2011 

 
 

                                                 

 
20 Unlike a number of the core cities in the UK, white collar professions have always provided the back bone of the 
Edinburgh economy. This has meant de-industrialising processes have left less of a mark on the city, relative to 
Glasgow, Leeds and Manchester, for example. 
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The dominant sub-sectors within Edinburgh’s financial services are retail banking, asset 

management and insurance and pensions. Recent developments also point to asset servicing 

as an important growth area. Shocks from the Great Recession, however, have had stark 

effects on the financial centre. This is reflected in employment counts, which fell sharply, from 

43000 in 2005 to 34600 in 2011 (Edinburgh Council, 2007; 2013)21, though ground appears to 

have been clawed back more recently (Wojcik and MacDonald-Korth, 2014: 14). In terms of 

output as at 2012, the Scottish Government reports that financial services is 12% below its pre-

recession peak across Scotland (Ashcroft, 2014). As will be detailed below, furthermore, some 

major institutions in the city have been subject to high-profile nationalisation events, while other 

businesses, through parent company shifts, have been (and are being) exposed to M&A 

activities.  

 

A wider economic environment supports financial services in the city, including, a significant 

professional services sector in the city. In this respect, the “Big 4” advisory firms are all present, 

while Edinburgh boasts a strong tradition in legal representation, with the firms Shepherd & 

Wedderburn and Pinsent Masons hosting offices from the city (such professional services, as 

will be discussed later, play a complementary role to financial services). 

 

Edinburgh’s financial services geography points to two dominant clusters: in the central city and 

West End; and at a campus-style location toward the airport (Edinburgh Business Park (bottom 

left corner of the map below)). 

 
 
 
 
 
 
 
 
 
 

 
Owing to copyright restrictions, the electronic version of this thesis does not contain this image. 
 
 
 
 
 
 
 
 
 
 
 

Source: Google Maps. 

 
 

                                                 

 
21 Note, the data for 2005 (reported in 2007) referred to “banking, insurance, finance” while in 2011 the term “financial 
services” was given. 
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Reference is made to the varying qualities and advantages of the two clusters through the sub-

sector outlines below. 

 

History 

 

When considering Edinburgh as a financial centre, one must start with an appreciation of the 

sector’s long legacy in the Scottish capital. Indeed, as will be illustrated through the section, the 

sector’s established paths in Edinburgh have the effect of shaping the activities that are 

presently located. Edinburgh’s role as a seat of government has had a pronounced role. When 

appraising Edinburgh’s strengths in banking, it is necessary, indeed, to consider the role played 

by the Bank of Scotland and the Royal Bank of Scotland (RBS) in the financial management of 

Scottish attempts at empire building (or the Darien expedition, more particularly)  (Martin, 2013; 

Ibeji, 2011). Events and historical moments have also shaped ongoing strengths in asset 

management, as well as pensions and insurance (the Napoleonic war for pensions, for example 

(Ferguson, 2009)). This is further discussed within the outline of key sub-sectors below. 

 

Additionally, political roles and machinations have had a bearing on Edinburgh’s financial 

services position in the UK. The case of the possible acquisition of RBS by either Standard 

Chartered or HSBC, as detailed by Fry (2010: 370-375), highlights a process whereby 

personalities within the Scottish Office ensured the Monopolies Commission were given 

oversight of the proposed transaction. Without this regulatory intervention it is questionable 

whether an assessment of competition effects would have taken place. Tied to political 

manoeuvring, key personalities have had a substantial hand in shaping Edinburgh’s financial 

services sector. From Lord Milton’s role in establishing the British Linen Bank in the early 

nineteenth century, to the roles of Mathewson and Goodwin as chief executive officers of RBS, 

the formation and evolution of key institutions in Edinburgh – coupled with their aspirations, 

visions and in some instances delusions – can be seen to have been led by notable individuals. 

 

From 1844 through to the 1960s, Edinburgh also boasted a stock exchange (Fry, 2010: 366). 

By 1964, through a series of mergers with other provincial exchanges, the Scottish Stock 

Exchange was formed with a centralised trading floor in Glasgow active from 1971 (Thomas, 

1973: 331).22 However, and as with other regional exchanges, dominance by the London Stock 

Exchange in London eventually led to its closure in 1973. This can be seen to reflect broader 

patterns of financial services centralisation in the UK. As noted prior, the deregulation of the 

London Stock Exchange has had a significant role in shaping financial services in the UK since 

the late 1980s. Following the so called “big bang”, which re-shaped the “cosy old networks” in 

                                                 

 
22 With the main secretariat based in Glasgow, and a branch in Edinburgh. 
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London and Edinburgh (Fry, 2010: 370) the Association of European Regional Financial 

Centres was formed (Gowland, Turner and Wright, 2009). Such a step perhaps marked the 

turning point in economic development promotion to try and counter, and hook into, the 

advantages presented by global financial centres.  

  

Historical narratives and moments, as given above, not only provide background context, but 

endure through ongoing processes and systems that continue to condition Edinburgh as a 

financial centre.  

 

Nature of the Sector 

 

Banking 

 

Banking is a key feature of the financial services sector in Edinburgh and has the deepest 

heritage of all the sub-sectors in the city, with the foundation of the Bank of Scotland stemming 

back to seventeenth century (1695). The Royal Bank of Scotland followed shortly after (in 

1727), creating a bitter, politically polarised rivalry, with the British Linen Bank entering the 

context in 1746. The Chartered Institute of Banking in Scotland, the oldest professional banking 

body in the world, also resides in Edinburgh. In rankings of global banking centres, The Banker 

positioned Edinburgh at 18th in 2013 for cost advantages, while for asset holdings the city 

ranked 10th in 2012 (The Banker, 2013; 2012). 

 

When considering the banking sector in Edinburgh, some important distinctions should be 

recognised. First, Iammarino and McCann’s (2013) contrast between resource- and market-

seeking activities, and Storper’s (2013) equivalent differentiation between tradable and 

untradeable activities, are important in clearing out the noise, when contemplating sector 

strengths and possibilities in Edinburgh. While services to local business are clearly important 

(as performed through numerous bank branches), from a regional development perspective, it is 

what is produced in Edinburgh for wider market scales that is of most interest in this thesis.23 

Second, one should be mindful that Edinburgh’s strengths lay in retail and managerial and 

operational aspects of the sector, with limited investment and wholesale services conducted 

from the city. It has been suggested that investment banking services in Edinburgh are typically 

arranged by “briefcase”. In other words, they are imported into the city from a location at a 

distance. A small set of entities continue to provide merchant banking services in the city.  

 

For banks headquartered or with large employee counts in the city (in multiple thousands), 

interesting commonalities can be observed in terms of the high-paying activities that appear 

                                                 

 
23 Without denying the potential recursivities between market and resource seeking activities, however. 
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beyond the city’s reach. Indeed, while some of the key headquartered entities in Edinburgh do, 

or did, undertake significant investment banking operations, such activities are (or were) located 

in London. Explaining this spatial division of labour, one interviewee noted that such activities 

need access to both a deep corporate base and, likely, proximity to the central bank and 

regulators (A123). The interviewee, from a banking organisation, noted: “Investment bankers 

are interested in decision making around liquidity, around solvency and around macro-

prudential regulation … wherever those seats of power are, the investment bankers will be 

[there]” (A123). 

 

As has already been alluded to, Edinburgh’s banking sector has been stung by the Great 

Recession, with one notable institution headquartered in the city subject to repeated press 

rebuke. This has created challenges for the regional economy, driven by changing regulations 

and ongoing firm strategy reviews, in terms of: one, the sense of power and control shifting 

away from Edinburgh to London (B115); and two, a stark drop in employment numbers 

(Edinburgh Council, 2007; 2013). Interviewees hinted at a connection between the two 

occurrences, suggesting that retaining key executives in Edinburgh’s HQs is important not just 

for financial centre prestige, but for the ancillary activities and staff that such senior personnel 

require (B115). 

 

Though the economic downturn has posed stern challenges for a number of incumbents in the 

Edinburgh context, new entrants have emerged in Edinburgh, utilising distribution channels 

provided through other retail provisions. Supermarkets extending into banking are notable 

examples here.24 In Edinburgh, both Tesco and Sainsbury’s banks have located HQs in 

Edinburgh (Murden, 2013a; Murden, 2014). Originally partnering with a banking sector 

incumbent in the city - RBS and Bank of Scotland respectively - the two supermarket extensions 

have strengthened their footprints in the city. Such firms, in terms of their operational 

geographies, have small UK production networks extending to Glasgow and Newcastle, among 

other regions. A further new entrant to locate head-office functions in the city, but not controlled 

by a supermarket parent, is Virgin Money.25  

 

While some see such entrants as welcome, though minor “green shoots”, it can be seen to 

reflect a dynamism and depth in Edinburgh’s labour market (with new firms picking up on a pool 

of available labour) (A123). One interviewee also posited that underpinning technological 

competencies within the Edinburgh labour market, to support the operation of banking systems, 

plays a supportive role for new market players (A123). 

 

                                                 

 
24 Not including branches, where relevant. 
25 Virgin Money brought out Northern Rock at the onset of the financial crisis. 
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Asset Servicing 

 

Asset servicing and operations, traditionally related to the “back office” of financial services, is 

an area that indicates noteworthy employment growth trends, even through the economic 

downturn. Housed within global banking entities typically, each unit employs a large number of 

people. In Edinburgh, evidence suggests that this lies in the range between 400 and 1000 staff.  

Like in asset management, M&As by major entities have played an important role in shaping the 

sub-sector. For example, State Street’s entry was based on the acquisition of a Deutsche Bank 

unit. From an interpretation of interview and documentary material, three trends are important in 

explaining the significance of the sub-sector in Edinburgh: “follow the sun”, “nearshoring” and 

“centres of excellence”.  

 

Being able to conduct business when major markets are open is seen to be favourable for 

operations. “Follow the-sun” business models are premised on a natural or first-order 

geography, alongside the need for the firm to be open for business around the clock, to 

determine which regions of the world employees are required. As Edinburgh effectively 

operates alongside European markets (or EMEA more broadly26), and is in a position to pick up 

business when Asian markets close and offer a bridge to the ongoing markets in the Americas, 

interviewees suggested Edinburgh is well positioned to pick up asset and transaction servicing 

work (A101; B101).  

 

One asset servicing firm in Edinburgh spoke of the direct impacts a “follow-the-sun” model has 

had on the growth of the local office here (B101). Previously juggling workflow between North 

American and Asian offices, across day and night shifts, a case was made to consolidate 

servicing functions in Edinburgh, given the city’s ability to span continental markets. A further 

asset servicing firm spoke of the Edinburgh office’s role in a global network of asset-servicing 

locations, where, as the day moves from east to west, Edinburgh has a crucial role in satisfying 

the firm’s objective to settle and resolve transactions swiftly for global clients (A101). The 

natural determinacy of follow-the-sun is perhaps a feature of economic geography that has 

received little attention to date in the literature.27 

 

Outsourcing and offshoring are both common strategies taken by financial services firms. As a 

matter of definition, outsourcing typically refers to the arm’s length relationships formed by firms. 

Offshoring, sometimes through the mode of outsourcing, is a geographic consideration referring 

to the placement of activities in another country distanced from the home market. A focus on 

                                                 

 
26 Europe, Middle East and Africa. 
27 Dicken (2007: 385) does make brief reference, however. 
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core competencies and imperatives laid out in cost-reduction strategies are dominant drivers 

here.  

 

In the context of Edinburgh’s asset servicing functions, offshoring is principally concerned with 

the production competition arising from financial centres in lower-wage economies like Poland 

and India (A101, A111). A critical issue for the future of asset servicing work in Edinburgh can 

thus be pointed to here. Two factors underpin this: one, whether Edinburgh’s role in asset 

servicing is based on sophisticated, skills-based functions that are hard to replicate or move; or 

two, whether asset servicing will seek to exhaust the cost logic, picking up on increasingly 

sophisticated (but lower cost) labour competencies in Poland, for example, which will draw 

activities away from Edinburgh over time. Interviewees were split on this matter. One 

interviewee noted that the growth of a service centre in Eastern Europe allowed the Edinburgh 

office to grow into higher order value chain activities, with a closer client interface (B101).28 A 

similar story was also told with respect to centres in South Asia (A111). Others, outside the 

servicing business, however, questioned the durability of such complementarities (A121). Some 

questions about the efficacy and sustainability of the offshoring models are now raised, 

however. Issues noted recently in a special report by The Economist (2013) include rising wage 

and rental pressures emerging in non-OECD locations - in essence, wages are converging with 

OECD economies, though still rising off a lower base - and demands for greater client 

responsiveness.  

 

In terms of outsourcing, but within a domestic context, a number of transactions can be pointed 

to in Edinburgh whereby a fund manager’s back-office requirements have been handed on to a 

dedicated asset servicing provider29. F&Cs recent arrangement with State Street and Citi’s 

commission to administer Standard Life’s GARS fund are recent examples. Outsourcing is a 

trend growing in popularity for asset servicing (PwC, 2009); reflecting an increasing desire by a 

number of fund managers and investment banks to focus on their core transactional and client-

facing competencies (for example, securities dealings and “market making” or asset allocation 

decisions within funds).30 The effect of such arrangements in the Edinburgh context is that 

tangled webs of inter- and intra-firm connections exist. The asset servicers in Edinburgh may be 

bound within a multinational financial services firm that undertakes activities across the 

spectrum – front, middle and back office. However, the Edinburgh asset servicing function, in 

                                                 

 
28 Interviewees pointed to a clear spatial division of labour, with non-OECD centres taking responsibility for early-stage 
data preparation - activities which are often highly routinised. This work is then passed on to centres like Edinburgh, 
where the information is manipulated and packaged for client consumption. Interviewees emphasised that this division is 
not to impugn the quality or skills of the workforce in such locations in any way, but reflect, as much as anything, 
logistical issues. Interviewees noted that where the business can increase work load and volume, the division of labour 
allows Edinburgh to participate in increasingly sophisticated functions and activities. 
29 Some firms operate both functions, however, reflecting the breadth of organisational structures and preferences in 
place in the industry. 
30 Asset servicing has a role in both the ‘buy” and “sell” sides of financial markets. 
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performing the latter roles, may be transactionally tied to independent banks and fund 

managers, rather than, or as much as, the banking and fund management activities of the firm 

within which it is incorporated. This serves to illustrate how both global ownership and 

contractual relationships shape the financial services activities undertaken in Edinburgh.  

 

Of relevance, moreover, the term nearshoring has been coined by TheCityUK, referring to the 

perceived benefits of having back-office activities located close to, but not coterminous with, 

existing financial centres where firms are headquartered. The Chief Executive of TheCityUK has 

noted: “There is a track record of companies arriving in London and then near-shoring into other 

parts of the UK ... These near-shore centres are globally competitive – they are now taking jobs 

from Mexico and India in their own right” (Financial Times, 2012). Furthermore, and speaking 

with regard to the Edinburgh economy, TheCityUK are reported in the The Scotsman (Murden, 

2012a) noting: 

 

“JP Morgan is a great example [of nearshoring]. It has based its worldwide 

securities services fund administration operation and European asset pricing hub at 

Edinburgh Park ... I believe that this trend is set to grow ... As wage differentials 

between the UK and Asia reduce and areas such as Edinburgh continue to provide 

skilled pools of flexible workers, near shoring will grow and Edinburgh will benefit.” 

 

Nearshoring, offshoring and outsourcing thus work at the intersection of operational efficiency, 

control and costs savings. How these factors continue to evolve and balance will likely shape 

the future of asset servicing in Edinburgh. An operating logic appearing in the research on asset 

servicing is “centres of excellence”. As this pertains to the Manchester context also, an outline 

of this logic is detailed later in the chapter (4.3). 

 

Pensions and Insurance  

 

A further core plank of Edinburgh’s financial services sector is pensions and insurance. In this 

sector, large life insurance institutions are in place, including Standard Life, AEGON and 

Scottish Widows. Through these firms, and others like Royal London, who acquired a set of 

smaller Scottish brands, Edinburgh has a strong presence in life insurance and protection 

provision.31 The resource-seeking production firms in Edinburgh display differing economic 

geographies. Indeed the organisational reach of key insurance and pensions firms in Edinburgh 

varies from being meshed into parent organisations in Europe to connecting operationally into 

                                                 

 
31 Of course, a wider set of providers are present in Edinburgh in terms of accessing the local retail market (though this 
is not the focus here). 
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North American and, increasingly, Asian financial centres (the latter given a perceived gap in 

service provision (A119)).  

 

London strongly shapes the geographies of insurance, and key Edinburgh firms can be seen to 

have links to and footprints in the city. Interviewees remarked, for instance, that an office in the 

City of London was important for senior executives, nominally based in Edinburgh, to use and 

hold meetings in (A110). Reflecting further on the sector geography, one interviewee thought 

that not having the major corporate office in London changes the way firms “have to operate to 

be successful” and that such firms may find it difficult to “stay with the pulse”, given “the 

conversations and debates about the issues of the day” are taking place formally and informally 

in London (A119).32 London has a network of decision makers on issues related to legislation, 

regulation and tax that other centres simply do not have (A119). The interviewee remarked, 

however, that Edinburgh has proven to be an effective base for life insurance firms seeking to 

serve the wider UK market (A119). One interviewee from a further firm noted that the firm’s 

London presence was simply market-seeking, with the number of offices in London reflecting 

the UK capital’s large population (in keeping with the firm’s retail market focus) (A117). 

 

The presence of Lloyd’s of London is a major driver of London’s centrality moreover. Lloyd’s, a 

marketplace bringing together members and brokers (Carter and Falush, 2009) to write 

insurance for principally non-life concerns, specialises in “reinsurance” and “high-end risks” (The 

Economist, 2012). Regarded as a “worldwide hub for insurance” (Gray, 2012), the “offices of 

brokers and underwriters cluster around” Lloyd’s (The Economist, 2012). A major US insurance 

firm recently announced a relocation of their headquarters to London, citing the presence of the 

Lloyd’s market as a driver (Gray, 2012). Such activities, given Lloyds’ role and the face-to-face 

dynamics still dominant in the market, are regarded beyond scope for Edinburgh (A119). 

 

The demand for skills by pension and insurance firms is satisfied in part by actuarial training at 

Heriot Watt University, most notably. Actuarial training has a long heritage in the city, going 

back (formally at least) to the Institute of Actuaries founded in 1848. Actuarial competencies, 

alongside deep talent pools more generally, reflects a factor that will positively reinforce 

Edinburgh’s role in the sub-sector. 

 

Insurance and pensions firms in the city are working through both opportunities and challenges 

stemming from regulation; from the benefits offered by auto enrolment to the impositions of 

Solvency II and the ongoing distribution changes affected by the Retail Distribution Review. It is 

still at an early point, in terms of what effects such measures will have on the Edinburgh 

                                                 

 
32 Indeed, looking at where public affairs functions of key firms are located, is similarly instructive. 
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context, however. Moreover, press releases and media reports show that the sub-sector has 

been far from immune from the Great Recession, with job losses and consolidation evident 

across key entities (The Scotsman, 2010; Mackie, 2013). 

 

Edinburgh’s pension and insurance functions are also organisationally tied to asset 

management functions. For instance, Standard Life and Scottish Widows both have asset 

management arms, while Kames Capital plays the same role for AEGON. Additionally, by virtue 

of transactions and employee churn, there appear to be notable linkages between insurance 

and pension firms and smaller wrap and platform providers in the city-region. Finally, local 

offices of the Big 4 – PwC, Deloitte, KPMY and E&Y – appear to play supporting roles for the 

sector. 

 

Asset Management   

 

As with the sub-sectors outlined above, a long history can be identified for asset management in 

Edinburgh. Fry (2010), in his broader reprise of Edinburgh’s financial services sector, points to 

Edinburgh’s key role in asset management and its heritage with the “investment trust” product. 

Along with Dundee, amongst other centres, Scotland is reported to account for 4000 jobs and 

roughly 25% of assets “managed by groups with headquarters in the UK” (Flood and Marriage, 

2014). With key multi-location firms in the city including Aberdeen Asset Management, Standard 

Life Investments, SWIP and F&C,33 Edinburgh’s continued prominence in the sub-sector has 

perhaps come at the expense of Glasgow.34 Asset management firms vary by employee count 

in Edinburgh, from between two-dozen to a few hundred. 

 

The presence of multi-location asset management firms in Edinburgh has been bolstered by 

M&A processes. For example, referring to the thinning out of the sub-sector in Glasgow, the 

acquisition of Murray Johnston by Aberdeen Asset Management led to an eastward shift in 

management functions (A106). This shift may also be reinforced with Standard Life’s recent 

acquisition of Ignis (in March 2014). Recently, moreover, Aberdeen’s acquisition of SWIP, once 

reported as “unlikely” (Gerrard, 2013), has led observers to consider the possibility of a major 

fund asset management operation emerging in Edinburgh (Murden, 2013b). This transaction is 

interesting in terms of the chain of events and logics. Indeed, with Lloyds Banking Group, based 

in London, seeking to comply with new capital ratios as required by Basel III, SWIP was 

considered non-core business and thus divested to an external buyer. Rumours about possible 

buyers included Blackrock, Macquarie Group and Ameriprise (Gourley, 2013), alongside 

                                                 

 
33 Along with single site indigenous firms such as Baillie Gifford, and, on a smaller scale, Edinburgh Partners. 
34 At the time of writing, confirmed by documentary research and interviewee remarks, there was only one asset 
management firm in Glasgow. 
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Aberdeen, and it is perhaps interesting to consider what may have happened to the Edinburgh-

based functions if such alternative buyers emerged (with very different global production 

geographies). Similar questions now perhaps hang over F&Cs activities in Edinburgh, with an 

acquisition by a business unit of the Bank of Montreal in the pipeline.  

 

The spectre of London is strongly apparent in Edinburgh’s asset management sector. The need 

to make regular visits to London offices to meet with clients or engage with colleagues was 

noted by a number of interviewees (A106; A102). Indeed, senior managers mentioned that they 

will split a weekly schedule by spending two to three days in Edinburgh and two to three days 

working from London (A106). One interviewee commented that such staff movement was also 

an important way of building cohesiveness across spatially dispersed teams (A106). It was 

similarly noted that, over a career, many within the sector will spend periods of time working in 

London in addition to Edinburgh. In this sense, London offers credentialist and reputational 

benefits to workers. Interviewees noted that London effectively drives flows within the sub-

sector, by virtue of being a global commercial capital where investors congregate. However, 

with reference to “roadshows” where senior executives of major companies (FTSE100, for 

example) look to stir investor interest in an upcoming share release or initial public offering 

(IPO), Edinburgh’s asset management community will frequently be on the itinerary. 

Interviewees suggested that this was exceptional in the UK, outside of London (A106; A103). 

 

Some asset managers spoken to in this research hinted at perhaps a cultural difference 

between the fund management sector in London and Edinburgh moreover. For instance, one 

interviewee pointed to the importance of “star” managers in London-based organisations vis-à-

vis the more apparent “team” dynamics in Scotland (A106; A114). The reputational nature of 

this means that where an individual (“star”) manager moves to a different firm, questions may 

arise, by investors, as to future performance of the fund. Wider documentary research indicates, 

however, that while Edinburgh’s asset management community may have more of a mix of star 

and team cultures, star managers have also been apparent (Jeynes, 2013). Attention to stars or 

teams gives an impression of the nature of integration a firm takes in Edinburgh, hinging on 

issues of labour market depth and specialisation. 

 

The asset management community interviewed in this research frequently spoke of the 

important connections to professional services – notably legal services. Informants spoke, for 

instance, about the important role that Edinburgh law offices play in establishing funds and in 

providing guidance associated with reporting and broader regulatory compliance.35  

 

                                                 

 
35 However, one interviewee suggested gaps in coverage, noting that advice for the establishment of a hedge fund had 
to be brought in from London (A103). 
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Themes and Patterns of Integration 

 

Drawing on the sub-sectors aforementioned, the following discussion outlines, one, factors in 

common across the sub-sectors in Edinburgh; and two, factors that connect across the sub-

sectors. 

 

Common Factors 

 

Labour 

 

Though considered later in this section in terms of how labour acts as a channel connecting 

across sub-sectors, there are relative and absolute components of the labour market that must 

be considered in the context of multi-location firm integration. A number of interviewees pointed 

to the depth and scope of labour available for financial services in London as a significant 

challenge to Edinburgh. The mentality that London is the key location by which to advance a 

financial services career, further reinforces this. With much of financial services being skills-led, 

London has advantages in terms of boasting a deep labour market and large existing 

concentrations of senior managers (who, in many cases, have built lives in the south-east and 

may be reluctant to leave). Indeed, pointing to a factor that can both support and go against 

Edinburgh, stories of how firm location decisions would orient around the lifestyle preferences of 

key workers and managers were recounted by some interviewees (A108). 

 

Of course, Edinburgh is also considered to have labour market strengths and is able to attract 

key workers; so is London’s labour market strength acting as a constraint on Edinburgh? 

Speaking to this point, one asset manager noted that while, as an Edinburgh-based firm, they 

may not be able to access the depth and diversity of London’s labour pool, accessing labour to 

perform the functions they need to undertake is not a constraint (A114). However, the 

interviewee also questioned what activities Edinburgh may be missing out on (based on the 

specific labour specialisations solely residing in London).  

 

Interrogating labour markets more generally, one interviewee spoke of the aspirations of junior 

workers to succeed in the industry in Edinburgh, noting a “Young Turk” phenomenon (B102). 

Pointing out this aspirational element of the labour market, one can envisage both the 

challenges of retention and the opportunities for innovation that arise from this. With respect to 

supporting policy approaches, organisations including Scottish Investment Operations and Skills 
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Development Scotland have specific programmes in place as an effort to ensure a ready supply 

of labour is available.36 

 

In sum, while London dominates the financial services sector, and can draw talent from 

elsewhere in consequence, it does not appear to undermine sector activities in Edinburgh (at 

least in terms of the activities currently located). However, the substantial centre of gravity 

apparent in London may have the effect of keeping a range of high-wage industry activities 

beyond Edinburgh’s reach.  

 

Branches or HQs 

 

As previously set out, there is a wide literature that explores the integration, permanent or 

tentative, of branch and subsidiary activities in regional economies. In general, the literature is 

somewhat sceptical of branch plants leading regional development. Indeed, Edinburgh’s 

financial services centre has been exposed to such vicissitudes, with, for example, the exit of 

Bank of America in the 1980s. 

 

Variation between HQ and branch integration is also a continuing factor for consideration in the 

Edinburgh context. Across the sub-sectors detailed above, HQs can be identified in banking and 

insurance and pensions. Such HQs pertain to retail businesses predominantly, while the HQs 

for asset managers and asset services are typically located in London (also reflecting North 

American ownership status in part). Big questions of ongoing HQ potency have been raised, 

however, given the impact of regulatory and organisational factors. This is probably most 

pertinent for RBS, where questions exist around the organisational changes underway and what 

implications such changes may have for the firm’s Edinburgh presence. Even for those firms 

with a seemingly strong and durable HQ presence in Edinburgh, the research shows that 

certain functions, like investment banking, are seen to require a London presence. 

 

This research treats branches and subsidiaries in the same manner, along with the wider 

economic geography and international business literatures, where direction from and 

responsiveness to the HQ is strongly apparent in the unit’s activities. It is recognised that, within 

banking especially, such tags may have legal repercussions, however. As reflected in the 

discussion on “centres of excellence”, this treatment is not to deny the substantial variation in 

the functions and responsibilities that branches or subsidiaries may undertake. 

 

  

                                                 

 
36 With interventions targeted at school leavers to graduate levels. 
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Mergers and Acquisitions 

 

An extensive literature points to the importance of M&As in the evolution of financial service 

centres and their sectoral integrations. As Zademach and Rodriguez-Pose (2009: 767) note: 

“Although the impact of M&As does not always imply a relocation of the physical means, the 

shift in decision making power from the acquired to the bidding firm has profound implications 

for the evolution of regional economies”. An apparent rolling cycle of M&As has shaped the 

financial services industry in Edinburgh. Across a range of sub-sectors, one can observe, for 

example: the British Linen Bank, now effectively a part of Lloyds Banking Group (following 

Lloyds’ acquisition of Bank of Scotland) and, in asset management, Ivory & Sime, now 

effectively embedded in F&C Asset Management. It is also apparent, from the interviews 

conducted, that M&As shape career paths, with several interviewees recounting moves from 

firm to firm as ownership transferred (B101; A106).  

 

M&As have proved an important channel for international firms to build a footprint in Edinburgh. 

Asset servicing is a useful case in point here, with local and European entities now meshed into 

North American corporations. It has also been evidenced, as noted briefly above, that M&As 

involving indigenous firms have shaped the geography of asset management within Scotland 

(A106). M&As reflect an important transactional mode, therefore, by which city-regions - by 

virtue of their hosting of small to medium sized firms, as well as perceived underperforming 

firms - become integrated into global production networks. Concentrating trends within financial 

services serve as key drivers behind this. 

 

Supply Chains 

 

Supply chain linkages are important indicators of an embedded economy (recall McCann (1997) 

and Turok (1993)). In this regard, a local economy may be able to capture a significant share of 

industry expenditures where firms are in a position to support the activities of multi-location 

firms. Making such connections can be particularly beneficial for small firms, both in terms of 

revenue, innovation and upgrading. Participating firms in this research were asked about 

connections to suppliers within the Edinburgh city-region and questioned on opportunities for, 

and constraints to, deepening and expanding these links.  

 

Four findings emerged from supply chain enquiries. First, for many branch offices of global 

firms, very little purchasing power is typically given to the Edinburgh office. Instead, to benefit 

from scale economies, global firms procure supplies, from travel to stationery, through a 

centralised hub. On the other hand, one firm headquartered in the city reported that local 

suppliers often do not have the scale to cater for high-volume transactions (A110). For such 

headquartered firms, having a local office of a nationwide or global supplier is the ideal 
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scenario, given this provides for both responsiveness and scale (this was also noted in the 

Cardiff context (Bristow, Gripaios and Munday, 1999)). Second, a number of firms expressed a 

desire to be a “good neighbour” (A101). In essence, where firms have discretion over spending, 

many expressed a desire to use a local supplier where possible. Typically this will involve 

relatively low-value inputs, such as food and catering, however. Third, while many offices may 

wish to use local suppliers, the authority to do so may not exist. This plays out in some firms in 

terms of a tension between, one, efforts to increase centralised control over procurement (led 

from head office), and two, the desire of local managers to retain local consultants and suppliers 

whom they have previously engaged (and maintain relationships with) (A108). Fourth, the legal 

services sector in Edinburgh has also been singled out for acting as an important provider and 

facilitator to the financial services sector. Here, interviewees discussed the important roles legal 

firms play in supporting business development (making appropriate regulatory filings, for 

example) and in deal-making processes (A103). It is noteworthy that in BIS’s assessment of the 

Green Investment Bank bids, only Edinburgh, outside of London, was seen to be “complete” in 

professional services support (BIS, 2012). 

 

Regulations 

 

Following the vicissitudes of the Great Recession, a significant shift in the regulatory landscape 

is underway. Such shifts are multiple, complex and changing. Decisions about regulation are 

being made in London - as Scotland falls within the regulatory reach of the wider UK financial 

system - adding a relative geographic context. Indeed, it is in London where politics and 

policymaking and the sector meet, and it is in the UK capital where informal discussion 

processes are taking place. As remarked by one interviewee, day-to-day supervision has to be 

distinguished as a regulatory practice from the generation and formation of new regulatory 

regimes (A119). Given the changes being worked through with respect to the latter, 

interviewees pointed to the imperative of having senior managers in London (A119). In this 

sense, Edinburgh-based firms require proximity to the decision-making tables, while regulators 

will come to them in terms of supervision. It is an open question at this point as to how enduring 

this effect will be. 

 

New regulations may also have a role in dictating operating and balance sheet measures. 

Where, for instance, a firm has to divest non-core functions, to achieve a minimal equity 

threshold, the divestment, if involving Edinburgh activities, may have important regional 

economic development repercussions, depending on if and by whom an acquisition of the 

business is made. Examples have been given above, where both threats and opportunities can 

be pointed to. 

 

Connectivity 
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Interviewees across the sub-sectors pointed to the importance of Edinburgh airport and the 

domestic and international connections it provides (A106; A121).37 A number of interviewees 

regarded the link to London City as a vital connection, given the London airport’s proximity to 

Canary Wharf and the City. Other interviewees expressed that further links to European 

financial centres will be important (such as Luxembourg) (A121). While recent route growth and 

multiple options to London provides general satisfaction, others still noted that Edinburgh’s 

status as a “regional airport”, meant that connections can be problematic when weather causes 

closure, for example (A106). In this case, with only one daily flight to New York, one interviewee 

noted that the London hub (with numerous flights a day) was still preferred in the instance that 

the Edinburgh flight is cancelled for any reason (A116). The ongoing importance of North 

American relationships to the financial services community in Scotland can be pointed to in this 

respect.  

 

First Order Geographies 

  

The remaining factors have a stronger degree of immutability (or inherited characteristics). 

Firstly, first order geographies – the city’s natural physical location - can be seen to support 

aspects of financial services in Edinburgh. 

 

Data collected pointed to the advantages that the UK, and Edinburgh, gains from having an 

English-speaking labour force, for instance (given the widespread use of English across the 

global business community) (IMA, 2011: 88). As already alluded to, moreover, the fact that 

Edinburgh shares the same time zone as London also provides benefits for the financial centre. 

This is particularly important for operations (asset servicing) activities in the city who plug into 

twenty-four hour production systems (B101; A101)). Time zone is the most immutable of all 

conditions, beyond the scope of public policy intervention, but nevertheless determining of what 

financial services fall within reach of Edinburgh.  

 

Reputation and Amenity 

 

Finally, the idea that productive businesses locate in cities with high amenity values has been 

recognised within urban economics (Glaeser, Kolko and Saiz, 2001).38 Amenity was cited by 

interviewees as important in attracting and consolidating skilled workers in the city, and was 

discussed in terms of the merits of particular office locations within the city (in essence, city 

                                                 

 
37 In line with the connectivity findings of Porteus (1999) as concern financial centres. 
38 Further research has found that while amenities certainly spur growth, the fundamental significance of having high-
productivity firms demanding skilled workers should not be discounted (Storper, 2013). 
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centre versus Edinburgh Business Park) (A101). In addition to amenity, possessing the status 

as a credible, long-standing financial centre is an important consideration for many of the 

location decisions made by financial services firms and by key employees. A number of 

interviewees in the Edinburgh sector raised this point, suggesting Edinburgh is recognised 

across the UK and North American financial services markets (A114). One interviewee, who 

works closely alongside the sector, suggested that demonstrating and building on a city’s 

heritage offers a useful counterweight for established centres, given the competition emerging 

from centres in emerging areas of the EMEA (A122), where tax and regulatory concessions 

may be on offer as part of incentivisation packages. Of course, Edinburgh’s reputation may 

have been muddied by events emerging from the global financial crisis, and there are variable 

views as to the permanency and geographic diffusion of such reputational damage. 

Emphasising the ongoing strengths of sub-sectors such as asset management and life 

insurance may be one promotional response to this. 

 

Channels Linking Sub-Sectors 

 

While common across the sub-sectors to support the integrations of particular sub-sectors, 

labour and supply links also provide connections across the financial services sector more 

broadly within the city-region. That is, labour and supply links can be seen, in some form, to 

support Edinburgh as a financial centre as a whole - by anchoring the sector - providing a depth 

that enhances the operating conditions for integrating multi-location firms. 

 

Interviewees across the sub-sectors pointed to the importance of having a pool of skilled labour 

to draw from. The churn of workers across sub-sectors was discussed in a number of the 

interviews. No secondary data could be found to give a conclusive picture here, however, one 

interviewee suggested that at the executive level and at the operations level, labour shifting 

across sub-sectors was most apparent (A117). Other interviewees, after giving a brief 

biography, reflected on shifting across sub-sectors within the city-region as part of career 

development (A108).39  

 

Supply chains similarly have a role in linking sub-sectors within financial services. The 

transaction connections between asset servicing and asset management firms in Edinburgh can 

be considered noteworthy, in this respect. This stems from observations of recent transactions 

made by asset management firms in the city, plus interviewee responses about the nature of 

asset manager and servicer relationships (A114; B101). Indeed, multiple asset servicers 

                                                 

 
39 Developing survey research to systematically assess intra-city sub-sector labour links would be a useful step for 
further research. 
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remarked that being close to the large asset management community in Edinburgh bolstered 

the role of their office here (A111). 

 

Financial Centre Networks 

 

Edinburgh is one city-region amongst a roster of financial centres in the EMEA seeking to host 

the activities of multi-location financial services firms. The following draws out the major 

competitive effects at play and points to attempts to measure such dynamics. 

 

Edinburgh’s financial services role, as the evidence in this section has already extensively 

shown, has been critically shaped by the dominance of London within the UK and European 

economies. In this regard, London effectively determines what sector roles Edinburgh can play 

(or what parts of the sector can be accessed) as well as what activities remain out of reach. 

Clark (2002) has outlined the qualities of London’s financial services sector, emphasising the 

centre of gravity it holds in European and global financial circuits, while Wojcik (2013) points to 

the importance of the London-New York axis.  

 

The research undertaken for this study confirms, across many aspects of financial services, the 

overall strength and dominance of the London financial services sector. The relevant question 

here, however, is what implications London’s dominance has for a second-tier financial centre 

like Edinburgh. Leaving aside labour market dynamics already outlined, three additional factors 

can be pointed to. First, across all sub-sectors, the concentration of institutional clients and the 

substantial deal-making opportunities mean London possesses a unique, largely non-replicable 

centre of gravity. Interviewees remarked on the importance of having a presence in London, so 

as to effectively participate in policy discussions and the high-volume deal-making environment 

(A123; A119). Related to this, interviewees remarked, that certain wholesale and money market 

banking activities appear to require a London location given access to regulators, policymakers 

and specialised human capital (A123; A107). The distribution of Green Investment Bank 

activities between Edinburgh and London appears to mirror such a spatial division of labour.40 

Second, the reputational effects of having a brass plate in prestige areas of London was 

considered important (A103; Taylor et al., 2003: 60). These insights point less to the 

weaknesses of the Edinburgh economy itself, but rather to industry activities that are out of 

scope and beyond the reach of the city, due to London’s sheer dominance and scale. Third, one 

interviewee pointed to technology acting as a potential constraint on front office shifts, citing 

technical restrictions as to how close some activities need to be when working with an 

exchange based in the south-east (A122). Natural geography again has a bearing in this sense. 

                                                 

 
40 With the main transactions team based in London. 
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While emerging markets have always existed in some form, the rise of Asian economies, 

coupled with Asia’s relatively undeveloped financial systems, has led a number of firms - 

working in the asset management, pensions and insurance areas – to seek to strengthen their 

local presence. What implications might this have, if at all, for Edinburgh’s financial services 

sector? One interviewee from a firm with a strong presence in Edinburgh, with designs on 

moving into emerging markets, suggested that the impact on Edinburgh would hinge on the life 

cycle and stage of emerging market access (A110). While first setting out, it is likely that the 

new venture will be under close scrutiny and thus strategy and control activities are likely to be 

concentrated at home. As the business matures, and on-the-ground responsiveness takes over 

as the dominant driver, more autonomy may be passed on and thus Edinburgh’s role weakened 

(to become more high-level and supervisory in nature). One interviewee from a major Edinburgh 

office thus hinted at a dance between risk, control and cost being in effect (A110).  

 

As hinted at when sketching out asset servicing geographies, branches in Edinburgh face a 

tension in terms of retaining functions that some firms are moving to non-OECD locations to 

take advantage of cost factors. This points to Edinburgh’s position in the middle ground of the 

financial services sector. 

 

Mindful of the competitive dynamics at the micro, firm level, as given above, approaches have 

also been developed to offer a more systematic appraisal of a centre’s position in global 

financial networks. The Global Financial Centres Index (GFCI) is one such approach, ranking 

financial centres across the globe according to each centre’s competitive environment. The 

March 2014 GFCI ranks Edinburgh at 64, a fall from 37 in 2012, clustered amongst centres 

including Dublin, Copenhagen and Warsaw (Z/Yen, 2014).41 Edinburgh’s fall has been 

accompanied by a decline across Europe more generally (Z/Yen, 2014: 3). Indices like the 

GFCI are underpinned by technical analyses incorporating broad surveys alongside complex 

predictive work. Concerted methodological interrogation is thus required. However, while such 

indices are always partial and while careful consideration of what the indices actually measure 

is required, the GFCI has a useful role in sketching out broad financial centre positions. 

 

Independence 

 

The primary research for the Edinburgh case study was conducted between mid-2012 and early 

2013. This time overlapped with growing debate about Scotland’s role in the United Kingdom, 

ahead of the independence referendum in September 2014. An explicit question probing 

interviewees’ views on independence was not asked, however, the issue was volunteered by 

                                                 

 
41 Though a raft of offshore centres also populate this range, muddying the picture somewhat. 
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the vast number of participants. In what is a very complex debate, that appears to languish in 

often unedifying conjecture, one should be wary to offer a view on what implications an 

independent Scotland may have for financial services. In this respect, the reader is directed not 

only to often heated diatribes that can be evidenced in the media, but also to some of the 

detailed argumentation put forth by Scottish Financial Enterprise (SFE) and the David Hume 

Institute, as well as both sides of the constitutional argument.42 

 

There are certain points to consider when thinking of Edinburgh’s ability to embed major multi-

location financial services firms post-referendum, however. For example, for major firms 

headquartered in Edinburgh, but with a majority of clients spread across the UK, questions as to 

any enduring Edinburgh benefit may arise. Additionally, and more generally, a number of 

interviewees pointed to the uncertainty that a referendum generates (simply, business risk is 

created) (A122; A110). Such uncertainty will also not be made clear on the outcome of the vote; 

as a whole political and regulatory system would need to be fashioned. The SFE recently 

expressed, for example, that independence raises significant doubts for the fund management 

industry, with questions about future regulating authorities plus tax and consumer protection 

regimes, all adding to the mix (Flood and Marriage, 2014). Additionally in early 2014, the media 

has reported public statements made by Standard Life, RBS and Lloyds about the nervousness 

that the referendum brings and the possible shift  of operations and business titles, such as 

“registered” offices, to London in the event that independence is achieved (Armitstead, 2014). 

Highlighting the Canadian context, and while one would want to be cautious in inferring 

translatability, Porteus (1999) mentioned that the independence referendum in Quebec in 1995 

had some role to play in strengthening the financial centre of Toronto at the expense of 

Montreal (a position of primacy Toronto still holds). 

  

One interviewee, looking at possible opportunities, noted that his/her firm would be interested to 

know what sovereign wealth fund options an independent Scotland may bring to bear, and what 

options this might provide for the asset management community (A116). Additionally, it was 

noted that for a global business, one more nation-state will not make a major difference to the 

operating logic when serving global clients (A116). It remains to be seen moreover, whether, in 

a similar form to Dublin (even if not in extent), business location advantages could be offered by 

the Scottish Government to firms at, or considering, an Edinburgh or Glasgow location. 

 

  

                                                 

 
42 The governance of the monetary system – and an independent Scotland using the pound - has been a notable talking 
point in the run up to the vote, and has clear impacts for financial services.  
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Summary 

 

Edinburgh is a well-established financial centre boasting a long heritage. However, the fixity of 

the sector faces many pressures and challenges. Amongst a plethora of factors - some local, 

some global - that shape the firm-territory nexus in this context, the case study clearly signals 

the need to consider the role of London when considering financial services futures in the 

Scottish capital. London has a critical role in shaping what aspects of financial services 

Edinburgh can access, through the activities of firms and regulators inter alia, that regional 

policymakers cannot ignore. Moreover, given the populated playing field of financial centres 

within the EMEA region, any suggestion that Edinburgh has a privileged role supporting London 

and other global financial capitals - with all existing activities firmly anchored - requires sharp 

revision. 

 

4.2 Manchester Financial Services Case Study 

 

Context 

 

To grapple with the growth of financial services in Manchester, and the economic development 

impacts of sector integration, prior development trajectories and governance shifts warrant 

some introduction briefly. Indeed, the nature of financial services in Manchester responds to 

such conditions; directly, in terms of wage levels and labour market characteristics, and 

indirectly as concerns image and reputation, for example. 

 

Manchester is widely associated, alongside cities including Glasgow, Leeds and Liverpool, as 

the archetypal post-industrial city. In Hall’s vast work - Cities in Civilisation - a detailed account 

of Manchester’s role in the cotton industry and the industrial revolution is laid bare (Hall, 

1999).43 Of course Engels’ striking illustration of life in a working class neighbourhood of 

industrialising Manchester presented stark impressions of the deprivation suffered by many 

through this period. The sharp decline of manufacturing employment following the industrialising 

epoch is well documented, and Manchester’s economic future is now tipped to lay in services.44  

 

Peck and Ward (2002), both geographers from the University of Manchester (at the time of 

writing), traced the evolution of local economic development policies across the city-region as a 

response to post-industrial development trajectories. Set against entrenched patterns of social 

                                                 

 
43 Tracing the city’s vast growth through industrialisation, Hall (1999) sets out the stories of key entrepreneurs and 
philanthropists, and points to the large working class that developed in order to staff the factory economy. 
44 Numerous regeneration projects in areas including Moss Side and Hulme have been pursued over recent decades.  
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and economic decline, coupled with ongoing fragmentation and inequality across the city-

region, the need to regenerate and re-market the city to global capital interests was seen by the 

authors as a dominant policy strategy. The IRA bomb, moreover, was seen to mark an 

important policy moment for Manchester, with some suggesting that it was the “best thing that 

ever happened to [Manchester]” (Manchester Evening News, 2010). Other commentators 

suggested that it activated a pre-existing strategy to renew the city centre (Derbyshire, 2014; 

A123). As traced by Peck and Ward (2002), the bomb catalysed a striking new approach to 

urban governance based on alliance politics and close relationships with the private and third 

sectors.45  

 

Local government arrangements have been significantly recast to support the city’s economic 

development, reflecting a process of “internal capacity development” (Harding, Harloe and 

Rees, 2010: 986). Articulating a city-region governance level, with the “Greater Manchester 

Combined Authority” (GMCA) put in place and the “Association of Greater Manchester 

Authorities” (AGMA) strengthened, local economic development functions have also followed 

suit.46 The work of MIDAS, Manchester’s inward investment agency, and “New Economy”, the 

city-region’s economic development think-tank, are two notable manifestations. Referring to the 

“Manchester miracle” in urban governance (Harding et al, 2010: 981), Harding et al (2010: 989) 

questions what the recent financial crisis will entail for the “diligently crafted board of inter-

governmental, inter-organisational and public-private entrepreneurialism”. A number of the 

policy priorities now being pursued by city-region policymakers can be traced back to the 

Manchester Independent Economic Review in 2009 which set out a comprehensive analysis of 

the city-region economy.47 

 

Following the shifts in both economy and governance outlined above, financial services, 

reflecting a shift to services in metropolitan economies more generally, has been identified as a 

target sector (MIDAS, 2012; The Banker, 2010). In this case study, the evolution of the sector in 

the city is sketched out, pointing to opportunities and tensions as Manchester-based 

policymakers try to grow and firm up the city-region’s sectoral role. 

 

  

                                                 

 
45 The rebuild also points to interesting negotiations between local and central government. Such negotiations have 
evolved and now most obviously manifest in the “City Deal” programme. 
46 The AGMA is a voluntary grouping acting as the view for the local authorities, while the GMCA is a statutory body with 
functions specified in legislation. 
47 Led by an advisory panel including celebrated urban economists, the MIER’s findings orient around a set of 
conventional economic development concerns, including sectoral composition, skills and innovation. The MIER also 
takes infrastructure and housing systems into account. 
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Sector Outline and History 

 

As with Edinburgh, Glasgow and Bristol, as outlined by Bailey and French (2005) and the 

financial centre hierarchy set out by Parr and Budd (2000), Manchester can be considered a 

second-tier financial centre in the UK. Manchester’s financial services sector, as noted prior, 

was recently laid bare in bidding for the Westminster sponsored Green Investment Bank. In 

common with Edinburgh, this demonstrated a cost-value proposition,48 and skills and 

connectivity assets. The following table gives a high-level impression of the size of financial 

services in Manchester: 

 
 

Table 4.2.1: Manchester’s Financial Services Sector 

 
Detail Value 

 

Employment in industry# 
 
- from TheCityUK study* 

44,453 
 
47,600 (Manchester LA) 
+7700 in Salford) 
 

Proportion of city-region GVA from industry 7.4%**** 

Proportion of employees in industry 7% (LA only)*** 
8.4% (city-region)**** 

Growth of employees in industry  
(01-11) 

2.1%** 

#ONS Business Register Employment Survey (2010) cited in New Economy (2012). Greater Manchester includes all 
LAs in AGMA city-region boundary - Bolton, Bury, Manchester, Oldham, Rochdale, Salford, Stockport, Tameside, 
Trafford and Wigan. Based on “financial services”, “activities auxiliary to financial services” and “insurance”. 
*TheCityUK (January, 2014), figure for “UK Financial and Related Professional Services Employment”. Data as at 2012. 
**AGMA (2012), citing Oxford Economics 2011 
***For “financial and insurance services”; 18% in City Centre ward; Manchester City Council (2012; citing BRES, 2012)  
****New Economy (2012)  
*****ONS Regional GVA, at NUTS2, as at 2011 (for “Greater Manchester South” at NUTS3, 9.6%) 

 
 
The composition of the financial services sector in Greater Manchester can be broken down as 

follows: banking, insurance, asset management and asset servicing. Asset management takes 

a different focus from Edinburgh, with activities concentrated in wealth and property 

management. Additionally, as a variant of asset management, the financial services sector in 

Manchester is seen to boast the largest concentration of mid-market private equity investors in 

the UK, outside of London.49 

 

The financial services sector in Manchester has its origins in the demands of a fast 

industrialising economy. The first bank in Manchester – Byrom, Allen, Sedgwick and Place - 

was established in 1773 and was built on the back of demands from the cotton industry (Hall, 

1999). Some decades later, in the 1830s, the Manchester Stock Exchange was formed.50 

                                                 

 
48 One interviewee suggested that wages and rents in Manchester were “40% to 60% lower than in London” (B107). 
49 The mid-market refers to firms with revenues of between $USD10million -1 billion (though definitions vary widely). 
50 To consider the evolution of regional exchanges in the United States, see Vitiello and Thomas (2010) 
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Giving an impression of the nature of business conducted from the exchange, Franks, Mayer 

and Rossi (2009: 4017-8), referring to the notably large role of provincial exchanges with 

respect to “home securities” (in the late 19th century), show, citing Thomas (1973: 133), that: 

“The number of commercial and industrial companies quoted in the Manchester stock exchange 

list increased from 70 in 1885 to nearly 220 in 1906. Most of these were small companies with 

capitals ranging from £50,000 to £200,000”. The Manchester Stock Exchange closed in 1973, 

through amalgamation with the LSE (along with other provincial exchanges), due to the 

communications and liquidity advantages provided by centralisation.  

 

Manchester has a subtly shifting intra-city financial services geography. In this regard, and while 

initially clustered around King St, Spinningfields - west of Deansgate and North of Quay Street - 

is now considered the key financial services precinct, with reference made by some to its role as 

the “Canary Wharf” of the north (Pickard, 2007). While some financial services activities are 

dispersed across the city-region and wider metropolitan area, central Manchester is the obvious 

spatial core for the industry. The intra-city geography of financial services in Manchester, and 

the persistence of a central location, was considered in an earlier paper by Britton et al. (2004: 

809). The authors remark on the different drivers and motivations for intra-city shifts and 

location decisions: 

 

“... despite substantial investment in information technology with its capacity to 

support decentralization, our interviewees expressed a firm commitment to their city 

centre location, citing a combination of practical, symbolic and material reasons, 

including proximity to complementary services, status and sunk investment in 

property. The centripetal pull of the agglomeration of producer services was 

substantial ... as demonstrated by reports that firms which, only shortly after re-

locating to a city-edge business park, came back into the city centre in order to 

reaffirm their position as first-class service providers.” 

 

The following image, directed by the marker, captures the core financial services area in central 

Manchester: 
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Owing to copyright restrictions, the electronic version of this thesis does not contain this image. 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Google Maps. 
 

It is important to note that financial services are typically bundled together with professional 

services in the Manchester context (at least as a policy concern, and in many of the metrics). As 

in Edinburgh, professional services are not incorporated into the primary analysis other than to, 

one, acknowledge conversations with individuals from the professional services sector to 

support the analysis of financial services; and, two, recognise the close transactional linkages 

across the sub-sectors.51  

 

Building on this introductory outline, the evolution of financial services in Manchester, with a 

view to teasing out key themes to support concept development, is outlined. 

 

Nature of the Sector 

 

This section outlines the nature of the sector in Manchester. The argument is built in this case 

study that, while once almost exclusively a site of derived demand, serving the sizeable local 

population in Greater Manchester, a change of orientation in the sector is emerging in the 

Manchester city-region to a more tradable focus. 

 

  

                                                 

 
51 Cooper and Larkin’s (2008) overview of the financial services sector across UK cities, and their discussion of 
“financial and related business services captures this wider scope. 
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Derived Demand 

 

Derived demand reflects the conjecture that a large number of financial services activities are 

based in Manchester because of the large business base in the city-region and wider north-

west. In other words, financial services are here because other firms and entities in the city 

require their products and services. When looking at multi-location firms, derived demand 

essentially points to the distribution techniques of the financial services industry, reflecting the 

need to be close and responsive to clients. The argument is made in this section that derived 

demand can be posited to explain much of the roles of wealth management firms, corporate 

banking functions, private equity as well as standard retail branch banking and insurance 

services activities in Greater Manchester. These activities are likely to rise and fall in tune with 

wider economy and population dynamics (though the geographies at which this derivation is 

drawn may vary from the city-region to metropolitan area to wider north-west region). 

 

The emergence of new players in the Manchester banking market serves to highlight the 

ongoing derived demand effect. A North European banking organisation noted for an earlier 

model of relationship banking, with decentralised decision-making around the loan book, chose 

Manchester to be the hub for its burgeoning regional branch network. Employee numbers are 

expected to reach up to 120 in Manchester, up from approximately 60 now, as the bank pushes 

further into UK retail-branch banking. Birmingham and Bristol are further regional hubs, while 

the organisation’s UK head office is located in London. As the Manchester office services the 

branch network across the north-west, the derived demand effect can be seen to be drawn at a 

wider regional-level (in essence, growth in Manchester will be concomitant with wider north-west 

growth).52  

 

The distribution model in a derived demand setting can also bring into play conduit roles 

whereby the local branch connects clients to the wider firm structure (B103). In Manchester this 

may result in the local office providing core corporate functions principally, but calling on London 

and other localities across the firm network for more complex investment banking products, for 

example. Of course what activities are based in London relative to Manchester may be fluid. 

Indeed, the office in Manchester may take on increasingly complex roles as client demands 

dictate. Relationship banking and continuity in service provide the glue here, requiring 

managers within a branch office to perhaps up skill on different products. This can effectively 

scale up the service of the Manchester office. An interplay between firm structures and 

employee and managerial agency can thus be pointed to. 

                                                 

 
52 An Asian banking entity recently announced its entry into Manchester and this is seen to be connected to the 
significant Asian community in the city-region. Derived demand dynamics can similarly be observed with this move, 
therefore. 
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Beyond derived demand banking activities, promotional material for Manchester notes that the 

city-region has the largest concentration of mid-market private equity firms outside of London 

(MIDAS, 2012). It has been remarked that private equity in Manchester is proportionally bigger 

than in other regional financial centres outside of London (Bell, 2014; MIDAS, 2012). The 

Manchester Corporate Finance Review reports that for 2013, 59 private equity transactions 

were undertaken by Manchester firms (Experian, New Economy and Pro.Manchester, 2014). 

The Manchester share of private equity appears to reflect the sizeable demand base in the 

north-west. This corresponds with reports that private equity offices in Manchester more 

typically work on local deals (A104). In essence there are a large number of firms in the wider 

region looking for deals to manage changing organisational and financing requirements. 

However, the fundraising activities undertaken by private equity firms can take wider UK and 

European geographies, one interviewee remarked (A104). 

 

Private equity firms are typically small employers with offices of two to ten people in the city. 

One perhaps disproportionately large firm in the industry, with three offices in the UK and three 

in Europe, was spun out from a major banking firm following a management buy-out. Other 

private equity firms founded and based in Manchester have expanded to wider UK centres so 

as to expand market reach (A104). In such situations, the ancillary and supporting head office 

functions are based in Manchester (this is typically one or two people). 

 

Of particular interest for financial services in Manchester, and beyond the minor employment 

effects given by such firms, is the sector capacity-building perhaps offered by private equity. 

Here links with investment banking activities appear pertinent. Private equity differs from 

investment banking in that, after raising a fund, private equity takes a capital stake in the 

business and acts in a quasi-asset management role (often giving direction to management by 

taking board positions). Investment banking, though not always clear cut, is typically reserved 

for advisory and transaction assistance activities (Stowell, 2013: 286). Transactions involving 

the work of both Manchester private equity and investment banking offices can be identified,53 

while interviewees talked about building careers across both functions, with one interviewee 

having moved from investment banking to private equity within the city-region (A104). 

 

Manchester has a small, boutique investment banking presence.54 There appear to be a handful 

of multi-location investment banking firms currently in the city-region. These firms of variable 

size, in terms of employee numbers, provide services to private equity firms and the wider 

                                                 

 
53 With the investment bank offering advice to the private equity firm on an acquisition that the private equity firm was 
making. 
54 Data on investment banks is pieced together from secondary material, given difficulties in securing interviews.  
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business community, with apparent specialisations in assisting small to mid-cap firms in the 

“alternative investment market” (AIM).55  

 

Business directories report one investment bank as having 150 staff working across its pan-

European office network. The Manchester office is engaged in approximately 10 transactions 

per year. With respect to control, the group chief executive appears to be based in London.56 

Another smaller investment bank, with a base in Manchester, indicates a similar number of 

deals per year and recently opened a London office.57 A third investment bank, which has a 

long heritage in Manchester, has approximately 100 employees located in the city. While the 

registered office has moved to London, in what has been described as a move to keep the 

business “relevant” (Williams, 2013), a recent statement by the chief executive describes 

Manchester as the “engine room” of the business, also noting that Manchester “is ... and always 

will be” that function. Moreover, the chief executive recently remarked on the history of the firm 

in the north-west and the desire to develop that heritage (Stuart, 2013). From the firm’s website, 

it is apparent that the Manchester office undertakes wealth planning, stockbroking and 

corporate broking/finance activities. Market-making, bond and equity trading functions appear to 

be undertaken from the firm’s London office. Of note, finally, is the legacy of the failed Icelandic 

investment bank “Kaupthing Singer & Friedlander” which withdrew from Manchester as a result 

of a broader corporate collapse shortly following the onset of the Great Recession (Dunkley, 

2008). 

 

Looking at the transactions Manchester offices have been involved with also offers a lens 

toward the geographic scope of the city’s investment banking activities. The following lists have 

been developed from publicly accessible information about “Firm A” and “Firm B” across the 

2013 calendar year. 

  

                                                 

 
55 Mid-cap is an abbreviation for firms with “middle capitalization”, between small and large cap companies Mid-caps 
thus fall within a range (around USD$2-10 billion, though criteria varies), and are thus calculated by multiplying the 
share price on the stock market by the number of shares. 
56 Based on the public profile on LinkedIn. 
57 Based on Twitter statements made by the firm. 
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Table 4.2.2: Manchester Advisor Transactions 

 
Advisor Firm 
 

Transaction  

Firm A  Q4 – Advisor to a consumer firm based in Bradford on AIM IPO and fund raising. 

 Q3 - Fundraise for energy firm in south-east England. 

 Q3 – Advisor on IPO of London based technology firm. 

 Q3 – Advisor to retail firm registered in Manchester on its acquisition of UK drinks 
firm. 

 Q3 - Takeover of Manchester based healthcare firm. 

 Q3 - Fundraise for a clean technology firm based in Sheffield. 

 Q3 – Advisor on AIM IPO of retail firm registered in Manchester. 

 Q1 – Fundraise for healthcare firm in Manchester. 

 Q1 - Placing for a Scotland based software firm. 
 

Firm B  Q4 – Advisor to an industrial products and services seller in Cheshire on acquisition 
by a private equity firm for part of operations. 

 Q4 – Advisor to a Crewe based industrial products and services seller on acquisition 
by a private equity firm for part of operations. 

 Q3 – Advisor to shareholders of a Greater Manchester based healthcare solutions 
seller on acquisition 

 Q3 – Advised the buyer, a financial services firm, on a recommended acquisition 

 Q3 – Advisor to a Manchester based private equity firm on the acquisition of a digital 
firm. 

 Q3 – Advisor to a Newcastle registered private equity firm on the “buy-in 
management buyout” of a consumer and retail firm. 

 Q2 – Advisor to the buyer, a Nottinghamshire energy firm, on acquisition process. 

 Q2 – Advisor to a Manchester based seller, in human resources business, on 
acquisition.  

 Q1 – Advisor to a Manchester and Leeds based private equity firm on acquisition of a 
major stake in an industrials firm. 
 

 
 

The transactions listed in the table point to both national and regional coverage but a distinct 

north-west concentration is signalled. Pan-regional reach may be expected to be supported by 

the multi-site firm network, with functions perhaps split between direct client interface and the 

execution of transactions. Insights from the Manchester “Corporate Finance Review” also point 

to instances of global reach, but a dominant regional and national emphasis is clearly apparent 

(Experian, New Economy and Pro.Manchester, 2014). The bulk of advisor work for the period 

January 2003 - December 2013, which incorporates professional services, was for transactions 

under £10m (68% of all deals). Of that small to middle market bracket, 47% of deals were with 

firms in the north-west, while 1% were attributed to transactions concerning firms located 

outwith England. Such weights broadly hold for transactions between £10-100million, and for 

transactions over £100million also (Experian, New Economy and Pro.Manchester, 2014). 

 

London footprints play different roles for the aforementioned investment banking firms. For one 

firm, the bulk of the activities appear to be in Manchester, with the London office likely set up to 

gain market access or specialised skills (or perhaps cater to the preferences of key individuals 

within the firm). For another firm, London would appear to play a distinct head-office role, with 



86 
 

key functions and personnel plus European office co-ordination likely based from there. 

Showing similar derived demand effects, wealth management activities in the city-region are 

seen to reflect a large regional population and the presence of high net-worth individuals. As 

one interviewee commented, there “is a lot of wealth in the North-west and Manchester” (A105). 

One African based asset management firm with a significant global coverage appears to be 

focused on property investment from their Manchester office.58  

  

Other more internationally recognised financial centres also signal derived demand dynamics. 

In Chicago, for instance, a blog for the Federal Reserve Bank of Chicago notes: “It is likely that 

Chicago’s vaunted business and professional services sectors are also being led by demand 

from the surrounding goods-producing customers” (Testa, 2012). Of course Chicago’s 

exchange house heritage will mean that financial services take a much broader scope. In 

Manchester, accepting a more modest starting point, it may be interesting to consider the extent 

to which a large derived demand-based sector provides the conditions for a wider tradable 

sector to emerge. How such cumulative causation may work in terms of labour market channels, 

as well as, perhaps, the promotional activities of local development agencies, are interesting 

propositions in terms of appraising financial centre capacities. 

 

Shifting Beyond Derived Demand? 

 

Back and middle office support for aspects of the banking industry is seen as a core area to 

support Manchester’s financial services growth, and marks a diversification beyond derived 

demand activities. Currently three firms work in this part of the sector within the wider regional 

area.59 The activities that the three firms locate in the area include back-office roles such as 

fund accounting, foreign exchange activities and reconciliation procedures, plus growing middle-

office activities around risk management and trade control. These roles involve close, but not 

geographically proximate connection to each firm’s front office and trading desks (though one 

firm also has a front-office function in Manchester) (A109). The reasons middle and back office 

functions locate in Manchester have been noted by interviewees to include: the “skilled 

workforce” in the city-region and the “large number of graduates”; the strong connectivity, 

nationally and internationally (rail links and airport), from the city-region; the growing appeal of 

the city-region as a place to live; and the cost advantages relative to other financial centres 

(B107; A109; B116). 

 

The back and middle office activities interact with the labour market at many levels, from school 

leavers through to senior managers. Some firms operating in this area also boast tailored 

                                                 

 
58 Based on online personal biographies. 
59 Wider north-west geography, beyond PUA. 
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connections with university and tertiary educational providers to ensure an ongoing human 

capital pipeline (A109; B116). Referring to the labour market, moreover, interviewees spoke of 

the balance between competition and complementarity across the three asset servicing firms. 

One interviewee, commenting on the arrival of a new entrant into the city, noted that, upon the 

firm’s arrival, a higher churn rate arose as employees moved to take new opportunities (B116). 

Over time the level of churn slowed, however. Recognising the need for a Manchester “inc” 

story, the three firms now collaborate alongside city-region economic development agencies to 

help bolster the sector in the city (A109; B116). From an economic development perspective, 

given the jobs created, operations and servicing activities are important. The three 

organisations all have hundreds of employees (in some cases up to and beyond one thousand). 

For a regional labour market that has experienced substantial contraction through the Great 

Recession, such activities may be seen to have acted as critical shock absorbers.60 

 

Manchester is identified as a global CoE for one of the firms operating in the operations or 

servicing space. Starting principally in back-office functions, the Manchester office has 

demonstrably moved up the firm value chain, with increasingly sophisticated and high-value 

activities now undertaken (B116). Indeed, in some areas, heads of global business lines are 

now based from the Manchester office. As a consequence of this value upgrading, growth in 

employee counts may be expected to plateau somewhat. As one interviewee noted, after strong 

headcount growth over the last five to ten years, and given the range of other operational 

centres present in the firm’s production network, the firm is now “throwing as well as catching” 

(B116). In other words, the office is now shedding as well as gaining employees.  

 

The CoE designation reflects an explicit spatial focus. One interviewee suggested that the label 

distinguishes the Manchester office from other offices that plug into the firm network without any 

broader place focus (B116). This focus on the Manchester office is enjoyed by only a few other 

offices across the global firm network61 and the role of the office is specified in annual reports, 

thus giving wider intra-firm recognition. Additionally, meetings are held across the global CoE 

teams to generate synchronicity and co-operation (B116). A further discussion of CoEs is 

provided later in this chapter. 

 

This firm operates, moreover, a “matrix”-like process in terms of personnel management (B116), 

offering a glimpse as to how the Manchester unit plugs into a spatially dispersed production 

geography. In this respect, reporting runs principally down operating lines, which can connect 

the employee in Manchester to oversight from London, North America or Europe. In addition to 

                                                 

 
60 Questions were asked about the supply connections form asset servicing firms, and a similar story to Edinburgh, 
reflecting centralised procurement, was noted. 
61 Distributed across market areas - EMEA, Asia and the Americas. 
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this, the employee will have a line of direction provided by a manager in Manchester who plays 

a somewhat pastoral role and is concerned with the overall functioning of the business unit 

(B116). 

 

Nearshoring, as already noted, reflects the move of operational activity away from core 

international and offshore financial centres to lower-cost centres, away from, but geographically 

proximate to, the global hubs. Nearshoring is typically evident in the back office, but higher-

order functions are also showing signs of capture by the trend. Most notably, Deutsche Bank’s 

decision to move 25 trading jobs from London to Birmingham indicates city relationships are not 

uni-directional with high-value jobs also flowing out of London. Whilst regarding such front-office 

moves as “rare”, the Birmingham Post (2012) remarks: “The drive is part of a plan to reduce 

costs, amid a wider trend of ‘nearshoring’ jobs in banking and insurance to regional cities and 

towns where salaries are 40 per cent lower”. Along with costs, Schafer (2012) cites a broader 

suite of factors: “such as availability of talent from three universities, transport links, proximity to 

London, lower housing prices that attract staff with families and, with 148 nationalities, the city’s 

diversity”; all features that Manchester broadly shares. Interviewees in Manchester, looking 

forward, supported the nearshoring claims made by industry advocates, and argue that 

Manchester is in a strong position to attract further financial services activities from major global 

firms (B116). One interviewee in Manchester said his firm operated on a “right-shoring” 

approach – putting activities in places in accordance to fit the business model, rather than 

following any hard geographic logic as such (A109). 

 

Looking at retail banking again, but extending beyond derived demand, Manchester is able to 

host the head-office functions of retail banking businesses. One interviewee remarking on a firm 

with a strong presence in Manchester noted, however, that a London presence is still seen to be 

required (or is “advisable”) for “money market” and treasury activities (A107). Any attempts to 

strengthen the bank’s retail footprint may nevertheless, through head-office functions, be seen 

to present scale benefits for Manchester. 

 

In terms of insurance activities finally, and although insights are pieced together from 

documentary material for this case study, a number of operational and underwriting activities 

would appear to be premised on reaching the wider UK market. Notable insurance and pension 

firms in the city-region falling into this tradable element include Royal London and Aviva. The 

latter was reported to boast 1000 employees in the city-region, benefiting from a regional 

consolidation approach (MIDAS, 2012; Pearce, 2012), though 200 jobs have recently been cut 

(Ferguson, 2013). 
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Wider Sector Trends Impacting Manchester 

 

Regulation is a key consideration for a rapidly changing sector. One interviewee who works 

alongside the sector, noted that it will be important to trace how regulatory changes, such as 

Basel III, play out in Manchester (B107). For instance, as banks are being required to increase 

capital buffers, certain business lines are either being reduced or divested. Where this occurs, 

and where the activities in Manchester serve or connect to this business line in an ancillary 

relationship, it follows that Manchester activities may be reduced. Counter to this, however, may 

be that, as calls for transparency and accountability increase, the back and middle office 

functions that Manchester has demonstrated growth and credibility in, may be seen within firms 

to be of greater importance (thus offering stability). 

 

Risk management is a further trend shaping the firm-territory nexus at Manchester. Less often 

mentioned in explicit locational strategies, it nevertheless holds that tactics to ensure not all a 

firm’s core functions are located at one site, will shape industry sizes at a city-region. Firm 

participants in Manchester discussed this in terms of relationships to key sites nationally and 

globally, so as to establish a resilient operating network, and the need to have “warm sites” 

available in a reserve capacity (A109). This also aligns with broader anecdotes from industry 

observers which suggest, in some cases, maximum employee caps are placed on any particular 

office site (A122). 

 

M&A processes are an important mode by which national and international firms develop a 

foothold in the city (like in Edinburgh). For instance, the District Bank, originally the “Manchester 

and Liverpool District Bank”, is now a component of RBS. This followed, first, its amalgamation 

with County Bank Ltd in the 1930s; its acquisition by National Provincial Bank in 1962; and later, 

in 1968, National Provincial Bank’s merger with Westminster Bank (forming NatWest). NatWest 

was brought out by RBS in 2000. Similar stories can be told about Midland Bank’s merger with 

HSBC in 1992 as well as the evolution of 19th century Haywood Bank, which merged into RBS 

in the 1930s.62 

  

Business ownership practices, as intimated prior, is emerging as a central issue following the 

Great Recession. Of course, as public material shows, the Co-operative Group is a key mutual 

in financial services. Based in central Manchester and boasting a strong regional identity, the 

Co-operative has recently re-appraised their financial services offerings due to a range triggers 

and pressure points. On the one hand, and apparently reflecting a focus on core competencies,  

the mutual has recently divested its asset management and life insurance functions to a fellow 

                                                 

 
62 Midland Bank, once the largest bank in the world, was founded in Birmingham, but had key offices in Manchester 
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UK mutual, Royal London.63 Building on the merger with Britannia building society, on the other 

hand, the Co-operative focused energy on strengthening its retail banking footprint, a move 

welcomed by those who sought to encourage greater competition on the high street (BBC, 

2013). Taking over around 600 branches owned by Lloyds Banking Group, a measure required 

by the European Commission, was considered one channel to achieve this (Treanor, 2013; 

Bounds, 2013). After long deliberations, however, negotiations have now ceased, leading to, as 

evidenced in media reports, concerns about the bank’s credit worthiness, along with searching 

reflections on reporting practices and the impacts of the Britannia acquisition (The Guardian, 

2013).  

 

Notwithstanding idiosyncratic scandals, it may be important to track retail banking futures in 

regional financial centres like Manchester. Indeed, as the calls for “boring banking” get louder 

(Aldrick, 2012) and as proposals for the separation of wholesale and retail functions, as 

suggested by the Vickers commission, move closer to final decisions and implementation, it will 

be interesting to observe if regional centres are able to strengthen their hands in retail banking 

(as distance from London proves advantageous in terms of reputation and costs), or whether 

regulatory pressures and uncertainties will simply serve to underscore the credentials of London 

(and the need for proximity to decision-makers). 

 

Place Factors 

 

Moving from industry dynamics and structures, this section examines place-based qualities and 

features in greater detail. For this case study, reference is given here to both immutable first-

order geographies as well as to a set of calculative governance and industry practices present 

within the city-region. 

 

Manchester has a large population base and is within two hours train journey of London. One 

interviewee noted improving transport connections supported financial services in Manchester, 

remarking: “I can jump on a train at 6:30 and be in an office in London … by 9am” (A107). As 

well as receiving the second stage of HS2 in the 2030s, which promises to reduce times further, 

20 million passengers pass through Manchester airport, making it the largest airport in the UK 

outside of Greater London. Connections to Europe and North America were noted by 

interviewees as playing important roles (A109). Reputational factors are also inherited to some 

degree, and sit behind perceptions of city vitality (be it real or imagined). In this regard, 

Manchester’s recent revival is viewed by many as “a success story”, though the label of the 

                                                 

 
63 It remains to be seen whether such activities will be retained in Manchester or in Wilmslow where Royal London 
already hosts activities. 
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beleaguered north is still difficult to shake in some respects (B116). Manchester, like Edinburgh, 

also benefits from an inherited time zone within the EMEA and the use of the English language. 

 

Looking at operational mechanisms, the property market has a fundamental, though often 

understated role in the firm-territory nexus. Indeed, floor size is a consideration of growing 

importance within the industry. The Spinningfields development is explicitly designed to 

incorporate large floor spaces, allowing a large number of employees to be co-located at a 

single site (Manchester City Council, 2010). This trend has emerged as firms are keen to glean 

efficiency and cultural benefits across their operation (supporting the importance of tacit 

understandings and knowledge flows, for example). One interviewee noted that he/she was not 

clear on the benefits that Spinningfields provided, other than that there was a sense that it was 

the place to be in financial services in Manchester (A105). The nature of the property market 

more generally was identified as important by a number of research participants. One 

interviewee, when discussing the firm’s expansion in the city, noted that consolidation in 

Manchester reflected the availability of office space in the configuration desired by the firm 

(A109). This availability tipped the decision away from another urban site in England where joint 

operations are carried out. 

 

Industrial eco-system and the presence of a strong associated professional services sector is 

viewed by many as highly complementary to the growth of financial services in the city-region. 

In other words, the large professional services sector, which cross-fertilises into financial 

services through labour and transaction channels, benefits from the sizeable scope of the 

Manchester economy. Interviewees, when asked about relationships with the professional 

services sector, often reflected on close relationships. One firm noted, for instance, that they 

may occasionally work together with one of the “big four” advisory firms for joint promotional 

occasions or events (B103). Another interviewee noted that strong ongoing advisory links were 

in place, and the need to call on services outside of the city was limited and only required for 

major deals (A107). The channels of connection between professional and financial services 

can also be identified in terms of interviewees who have built careers moving from professional 

to financial services and vice versa.64  

 

Governance and local economic development policies shape sector possibilities indirectly. In 

the Manchester context, interviewees, almost without exception, commented on the quality of 

the city council leadership. It was noted that strong relationships and cooperation exists 

between the city leadership and the private sector, with the council commended for being 

                                                 

 
64 Falling within the professional services category, Aegis and Worldpay represent two prominent “business processing 
outsourcers” who have, as made clear by public announcements (MIDAS, 2011; 2013), recently invested in Manchester. 
Such firms may undertake support services for the global financial services industry (in support roles, such as contact 
centres). 
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business-facing (B103; A107; A109). Through this cooperation, the private sector is frequently 

enrolled in selling Manchester to potential incomers, it was remarked. While the entrepreneurial 

stance of city officials has been critiqued by some within the academy (Peck and Ward, 2002), 

other economic development agencies across the UK widely regard and seek to mimic the 

Manchester model. 

 

How amenities factor into making attractive places for professional workers will also shape 

sector potential. One interviewee mentioned that it was no longer a problem to attract people to 

work in Manchester (A109).65 While a London exceptionalism was perceived in the labour 

market, particularly for those who have built or commenced careers in the south-east, this is 

seen to be less marked given Manchester’s improved appeal and liveability over recent years 

(Storey, 2013). In other words, one can point to the tension, which is long running in economic 

geography, between absolute advantages in terms of wage levels, alongside softer urban 

advantages that appeal to workers (Glaeser, 2011). The housing system can also be drawn into 

the debate about amenities. Interviewees offered a diversity of views here, with some 

suggesting that Manchester’s affordability vis-à-vis London was attractive (especially for 

younger workers) (A104; A109), while others suggested that the housing stock didn’t 

satisfactorily cater for business leaders (B112). 

 

A number of interviewees noted that employees will often work in London for set periods of 

time, then return back to Manchester, reflecting an amenity preference offered by the city 

(A109). The same pattern, but going the other way, was also identified for particular business 

development moments. One interviewee remarked that London labour ties were particularly 

strong at the outset of the Manchester office, with a number of staff “living out of the Hilton” as 

the office was being established (B116). 

 

Financial Centre Networks 

 

Moving away from operational and logistical mechanisms, this section considers how the 

system of financial centres moulds the Manchester economy, tying together the sector and 

place analyses prior. As hinted, through the section, London has a significant role in shaping 

what financial services activities become available to Manchester. Recognising this, Manchester 

takes an active role, from the Lord Mayor level down, to carefully position itself relative to 

London. One interviewee discussed the investment position that the city-region tries to take – 

essentially advertising Manchester as a suitable back office for the front office activities 

undertaken in London (B107). As noted prior, cost logics are prominent drivers here. 

                                                 

 
65 Especially workers who are from Manchester originally. 
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The system of second-tier financial centres similarly has a shaping effect. UK cities including 

Bristol, Belfast, Glasgow, Birmingham and Leeds all have aspirations to strengthen their 

financial services sectors. For example, Belfast, in attracting the back-office functions of North 

American banks and trading exchanges recently (as stock exchanges have increased 

technology uptake), is building a reputation for technology services (Belfast Telegraph, 2010). 

Glasgow, through the presence of North American firms, shows similar trajectories (A123; The 

Scotsman, 2006). What, therefore, distinguishes Manchester from this second-tier cohort? 

Reading the Green Investment Bank proposals, one is struck by the homogeneity across the 

cities in terms of the propositions set out.  

 

Further global centres, drawn in by organisational linkages, can also be pointed to. For one firm 

in the city, day-to-day business linkages may have as much to do with New York as they do with 

London. However, for firms consulted in Manchester, most direct audit lines were to offices in 

London and the south-east. This points to the complex, sometimes “matrix”-like geographies of 

functional and managerial reporting in large financial entities (B116). Additionally, it may be 

important for policymakers in Manchester to try and trace how, on the one hand, nearshoring 

and CoE logics may serve to strengthen operations functions in the city, while, on the other 

hand, competition from emerging financial centres, premised on cost advantages, may act to 

prise activities away.  

  

Summary 

 

Since the mid-1990s, significant resource and energy has been devoted to assessing problems 

of post-industrial decay in Manchester. Adopting entrepreneurial and market accommodating 

stances, leaders have identified a set of sectors as being important to the city-region’s 

economic future. Financial services is considered to be one such sector. Although Manchester 

does not appear on the GFCI, it is, based on GaWC analysis, a contender for second city status 

in the UK (Taylor, 2011), and ranked as the third financial centre by BIS through the green 

investment bank evaluation (BIS, 2012). It has been argued in this case study that Manchester 

is working through an evolution in the sector, from a site of derived demand, principally 

responding to the local business base, to a city that sees a greater share of financial services 

activities binding globally oriented production systems. As has been pointed out, however, 

Manchester faces challenges in making such a transition, given: one, the lack of deep heritage 

in the sector; two, the competition from other second-tier cities vying for financial services 

investment; three, the ongoing dynamics presented by London, and the centre of gravity 

London holds in the sector; and four, the uncertainties brought about by changing firm 

strategies and regulatory regimes. 
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Compared with Edinburgh, the roots of the financial services sector in Manchester are notably 

shallower. Indeed, one interviewee questioned whether it is desirable to focus on financial 

services, given London’s existing strengths and the other sectors of promise in Manchester, 

such as advanced materials (B112). However, Manchester’s success in financial services over 

the last decade is seen by many to reflect an evolving opportunity and it will be interesting to 

observe if Manchester can further cement its role as a financial centre. 

  

4.3 Centres of Excellence 

 

This section, probing deeper into the Manchester and Edinburgh contexts, considers whether 

“centres of excellence” (CoEs) offer a novel mode by which second-tier financial centres 

become integrated in multi-location financial services firms. More particularly, the section 

examines the regional development potential stemming from CoE integration by asset servicers, 

questioning whether CoEs provide a greater degree of fixity at second-tier financial centres. 

Asset servicing has been pointed to in the aforementioned case studies as an important sub-

sector for regional financial centres in the UK, thus it is useful to consider what logics and 

organisational types may support greater embeddedness. A layer of detail on firm logics, 

beyond what is already given in the aforementioned case studies, is therefore provided in this 

section. 

 

This specific section draws on empirical material gathered from 10 interviews which expressly 

discussed CoEs.66  Referencing notation in this section is different from the aforementioned 

case studies in order to provide anonymity given the small CoE sample. The notations are: 

“CoE x” and “Related Organisation y”. The first term is self-explanatory, while Related 

Organisations refer to government linked economic development agencies, professional 

services firms and industry bodies. The section proceeds with a definition of CoEs, with the core 

analytical work outlined subsequently. 

 

Defining Centres of Excellence (CoEs) 

 

Attention devoted to CoEs in the academic literature has been minimal to date. Those who have 

sought to unpack the term can be found within the international business and management 

literatures, leading to the following definitions: 

 

“... an organisational unit that embodies a set of capabilities that has been 

explicitly recognised by the firm as an important source of value creation, 

                                                 

 
66 Interviews were conducted with all CoEs in Edinburgh in financial services, with the exception of one. 
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with the intention that these capabilities be leveraged by and/or 

disseminated to other parts of the firm” (Frost, Birkinshaw and Ensign, 2002: 

997). 

 

“... a CoE is a subsidiary that has developed a distinct specialised 

competence in one or several activities which is of use in the activities of 

other [MNE] units” (Holm and Pederson, 2000). 

 

CoEs are thus designated centres within a wider firm network, recognised for particular 

competencies or qualities in production (Holm and Pederson, 2000). Indeed, CoEs, as sources 

and concentrations of expertise, are acknowledged across the firm as having superiority in a 

field. Additionally, Holm and Pederson (2000) point to the uniqueness of the competencies 

managed by the CoE as critical (or, in Moore’s (2001) terms, there must be “subsidiary specific 

advantages”). In this respect, it is not enough if the competencies could just be acquired or 

replicated elsewhere. Other terms in the international business and management literatures are 

also closely related to CoEs. In this respect, “world product mandates” (Feinberg, 2000) and 

“strategic leader” (Rugman, Verbeke and Yuan, 2011) have been used to reflect similar 

organisational arrangements. 

 

A range of organisational structures and promotional language also referring to “centres of 

excellence” must be clearly isolated and excluded from this exposition. For instance, in this 

thesis, reference is not being made to research centres of excellence appended to universities; 

nor broad city-level aspirations to be a “centre of excellence for x”, nor a firm wide excellence 

ethic that attempts to deliver responsive services to clients. In this context, a CoE is restricted to 

the unique unit or office specific roles adumbrated in the definitions above. 

 

Through the remainder of the section, consideration is given to how this particular multi-location 

production arrangement may shape the development of second-tier financial centres. 

 

Centres of Excellence Driving Regional Development? 

 

Can CoEs be regarded as drivers of regional development? Assessing recent media and other 

announcements about employment change across the financial services sector, one can 

observe that CoEs have typically strengthened their roles and indeed employment counts in the 

case study cities (Related Organisation 3). Looking at evidence from Glasgow, where CoEs 

have also emerged, the same trajectories can be observed (Related Organisation 3). The CoEs 

considered in this thesis lay exclusively in the areas of asset servicing; an aspect of the financial 

services sector that has proved relatively resilient through the economic downturn. Given this 

crude trend, do CoEs provide a promising enduring mode by which the locus of financial sector 
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activities in second-tier cities can be strengthened? As London and New York appear destined 

to only strengthen their hands in the sector, as home market effects and centres of gravity 

strengthen, new avenues may usefully be considered by which to support regional financial 

centres. 

 

Setting out the industry context, the middle and back office functions of many investment bank 

and fund management activities are now undertaken by administration and custody providers 

(BBH, 2012; PwC, 2009), reflecting an increasing desire to focus on core transactional and 

client-facing competencies (for example, securities dealings and “market making” or asset 

allocation decisions within funds). Fallout from the financial crisis has led to a renewed focus on 

the performance of, and investment in, back office operations moreover (Rickets, 2011; CoE 1). 

Providers of the middle and bank office functions can be broadly grouped under the heading 

“asset servicers”, as already outlined. Indeed, it should be recalled that the trend of nearshoring, 

and the broader cost and labour market logics underpinning operations locations, has a critical 

role in attracting and securing operations and servicing activities in Edinburgh and Manchester.  

 

In terms of organisational position, asset servicing activities are often set within large global 

banking organisations, reflecting record-keeping, fund valuation, reconciliation and transaction 

execution activities, among other operational and processing roles central to clearance and 

settlement (King, 2010). Some asset servicers have remarked that they see themselves as 

“utility” or “infrastructure” providers, typifying their supportive role (CoE 1). With links to banks 

and fund managers, the effect of such organisational arrangements in the Edinburgh context (as 

has been set out prior), is that a complex network of intra firm and firm-to-firm relationships 

exist.67 Indeed, numerous interviewees remarked that Edinburgh’s well established asset 

management community serves to bolster the asset servicing functions undertaken from the city 

(CoE 1; CoE 3).  

  

The core problem with asserting a regional development-CoE case is that CoEs are self-

diagnosed by firms. No industry standard or rule of thumb exists by which the CoE title must 

align or correspond. Rather, firms can designate title on a seemingly ad hoc basis. While Holm 

and Pederson (2000) have set out the features that distinguish CoEs, this seems to be a 

reflection of the features and roles that unite CoEs based on ex-post empirical observation, 

rather than offering a guiding framework - specifying what falls “inside” and “outside” - that can 

be used in ex-ante policy assessments. 

 

                                                 

 
67 Maintained through these entanglements, however, is a sense that client facing activities will require the dense 
transactional and reputational conditions presented in the global hubs of London and New York. Edinburgh, seemingly 
out of reach from the prestige of the front office, has a role in enabling and supporting such activities. 
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Can we have any certainty that CoEs offer a greater degree of regional embeddedness given 

this self diagnosis? How do we know whether the CoEs in Edinburgh’s financial services sector 

boast the capabilities and specialisations that Frost et al. (2002) and Holm and Pederson (2000) 

refer to? The following discussion posits a few preliminary clues for assessing this. 

 

Clues for an Embedded CoE Nexus 

 

Signals as to whether CoE-regional economy connections are, or can be, deeper, can be 

considered in terms of: “autonomy”; “recognition within the firm”; and “functional roles”. 

 

Autonomy 

 

One signal of regional economy fixity may be the level of autonomy the global firm grants the 

local Edinburgh or Manchester office. In this respect, and picking up on some of Dimitratos et 

al’s (2009) insights in the literature, branches or subsidiaries led by someone with strong 

leadership capabilities who is respected across the firm, may, through exercising agency, 

bolster the role of an Edinburgh or Manchester function. Interviewees from CoEs in Edinburgh 

offered differing responses to the autonomy issue. All acknowledge that fit and alignment with 

the firm network and strategy, led from the head office, is of tantamount importance. However, a 

number of interviewees spoke of their access to senior decision makers within head office and 

expressed a degree of confidence that ideas about the direction of the Edinburgh office, such as 

possibilities for expansion and innovation, would be entertained (CoE 1; CoE 2; CoE 4). Also, 

noting the issue of voice, one interviewee, working in a public sector capacity in Edinburgh, 

spoke about initiatives undertaken by his organisation that seek out individuals with a 

demonstrable independence and leadership capacity (Related Organisation 2). Here the 

organisation seeks to work with the firm leader and offer support where cases to strengthen the 

role of the Edinburgh operation can be made. 

 

Being in a position to leverage the strengths of the Edinburgh or Manchester CoE across the 

wider firm, may also be seen to reflect the reputational qualities of the office as a whole. A key 

reason for attaining CoE designation, some interviewees suggested, was because senior 

executives across the organisation were aware of both the role of the office and the office’s 

reputation for delivering the outputs they are responsible for (CoE 1; CoE 2). Empirically, the 

challenge of assessing autonomy relates to self-declaration (a manager saying they have 

gravitas). However, outsiders with proximity to the firm can offer some perspective here as can 

certain documentary sources that point to managerial advocacy. 

 

The potency of an autonomous office unit will, however, be contingent on firm recognition and 

the functional role of the office.  
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Recognition within the Firm 

 

Intra-firm recognition closely couples with issues of autonomy. Recalling Holm and Pederson’s 

(2000) definition, CoEs must offer either unique services or undertake specialised practices 

within the firm. Critically, moreover, such competencies must be recognised across the 

organisational network. Holm and Pederson (2000) argue that CoEs can be formally or 

informally recognised. This appears to resonate for financial services firms in Edinburgh. For 

some firms, CoEs are recognised in key strategy documents (including annual reports) that set 

out how the unit is, or will, contribute to the key strategic objectives of the global business (CoE 

2; CoE 3). One interviewee remarked, for example, that his office is “involved in developing the 

proposal” with respect to supporting an “overall” firm wide “efficiency drive” (CoE 2). As a clear 

line of business and responsibility is set out, autonomy benefits may follow. Furthermore, where 

“specialist services” involve the development or trialling of new processes and projects, it has 

been hinted that possibilities may open up for deeper local supply chain connections – 

connections not typically afforded through centralised procurement and costing structures (CoE 

2).68 

 

In their explicit and publicised CoE approaches, firms take varying approaches. One European 

investment bank, though not in Edinburgh or Manchester, has openly publicised the differing 

roles played by CoEs in its global network (Credit Suisse, 2007; 2009). This is set within a wider 

strategic commentary about the firm’s decisions concerning outsourcing. A large UK based 

bank also spells out the role of their technology functions within CoEs and how these centres 

integrate with the firm’s core business (Barclays, 2014). Interviewees, commenting on whether 

the CoE title attached rules or broad guidelines for unit operation, suggested the latter is more 

obvious, though one interviewee remarked that guidelines are “threatening to become rules” 

(CoE 3). 

 

A fluid appropriation of the CoE label can be pointed to in some instances. One interviewee 

mentioned that the resonance of the CoE title across the firm would “depend on who you speak 

with” (CoE 3). Some would point to a key strategic role, while others would suggest CoEs reflect 

too much decentralisation from the firm’s head office. In this sense, CoE capabilities and 

development possibilities may be contested within firms. 

 

  

                                                 

 
68 Where, typically, decisions are made away from Edinburgh and Manchester. 



99 
 

Functional Roles 

 

The nature of the activities a CoE excels at, and the utilisation of such activities across the 

wider firm network, was mooted by one interviewee as a further point to consider with respect to 

the CoE-regional development nexus (Related Organisation 1). On the one hand, where the unit 

has a CoE designation due simply to the efficiency with which it performs routine functions, few 

benefits for regional development may be seen to accrue (beyond immediate employment 

effects). On the other hand, for a unit that is charged with conducting a strategic function that is 

central to the wider firm (as sometimes explicitly signalled in annual reports), more concrete 

opportunities for regional development may be seen to emerge. In this sense, commitments 

around resourcing the office and offering training to key individuals can present wider regional 

benefits. Functional role has implications for the nature of firm integration therefore. Here Holm 

and Pederson’s (2000) notion of “unit of excellence” (UoE), referring to a business unit with a 

distinct competence but less wider firm use vis-à-vis CoEs, provides a useful conceptual 

distinction and perhaps offers a better reflection of those business units in Edinburgh and 

Manchester operating at the routine processing end of the production network. 

 

Issues pertaining to industrial policy and the starting points for sector development strategies 

may usefully be approached in terms of the CoE and UoE distinction. For instance, one 

interviewee suggested Edinburgh faces a choice between seeking to strengthen the financial 

services sector in terms of being a “high volume-low value” centre or a “low volume-high value” 

centre (Related Organisation 1; Related Organisation 5). This picks up on the sentiment that 

while routine activities can provide critical jobs in the short-term, questions about the 

sustainability of cost logics in the city may provide impetus to think about how core, strategically 

centred firm activities can be brought to Edinburgh and Manchester (where high skilled workers 

are required to perform them). Industry visioning for the financial centre will lie at the core of this 

one interviewee suggested (Related Organisation 1).  

 

Overlaying any functional targeting, however, must be a broad appreciation of a sub-sector’s 

locational requirements and how activities within sub-sectors are stringed together across 

geographies. Speaking from a CoE in Edinburgh, a senior manager pointed to how capacity 

constraints for certain activities may emerge at a location: “Edinburgh is not London or Frankfurt 

... there is a danger of saturation ... Dublin maxed itself out with firms competing in the same 

product space” (CoE 2). Further reflecting the middle ground of financial centres, this suggests 

the need to drill down into the varying functions within a sub-sector where possible, enabling a 

granular view of the activities a particular second-tier financial centre may accommodate. For 

example, labour supply constraints may exist in a city around a particular competency set, 

placing pressure on, or leading to the removal of, cost sensitive routine activities. Other 

activities, not subject to such cost logics, and with a close connection to a firm’s core strategy, 
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will likely face less pressure. Such an evolving spatial division of labour, coupled with how 

policymakers seek to intervene in the labour market, will impact policy aspirations to lift either a 

city-region’s employment or wage levels (as per the volume-value spectrum). 

 

A wider range of city growth factors should also inflect considerations pertaining to the 

functional role-regional economy interface. Indeed, where labour pools are deep, and where 

population growth is occurring, one can make the case that encouraging activities at both ends 

of the “value-volume” spectrum will be important. In Scotland, Glasgow’s financial centre 

aspirations, and its recent growth at the high-volume end of the spectrum, notably the role of 

Morgan Stanley and Barclays, should also come into such positioning considerations (Related 

Organisation 5), while similar relational considerations may emerge for Manchester in terms of 

connections to Leeds and Liverpool. 

 

Reflections  

 

Significant rhetoric surrounds the commitments CoEs make to the localities in which they 

operate. Such rhetoric is pounced upon by politicians, offering ribbon cutting and press 

engagement opportunities. Moving past the public relations events, however, to what extent do 

CoEs within large global banking organisations provide novel substantive benefits to the regions 

in which they integrate? As noted prior, initial observations in Edinburgh of strengthening 

functions and payrolls, lend support, prima facie, to a beneficial integration. Some interviewees 

have made explicit reference to a commitment to invest in expanded property (CoE 4) while 

others point to full time equivalent (FTE) increases as driven through the CoE rubric (CoE 3). 

Moreover, those working closely alongside the industry, though pointing to the common 

deployment of the label, suggested that CoEs appear to connote a greater place commitment 

(Related Organisation 3; Related Organisation 4).  

 

What signals do CoEs offer to policymakers? Do intervention logics stem from this? Given the 

core issue of firm designation, closely shadowing any CoE that appears, may expose 

policymakers to problems around chasing empty promises. However, where the CoE makes 

clear embedding commitments, by, for instance, taking on staff or expanding office foot prints, 

the support of the public sector to help clear market frictions such as labour market blockages, 

can be validated more obviously.69 Existing key account management approaches taken by 

Scottish Enterprise and MIDAS would appear to cover much of the intervention space already, 

though, in promoting the distinctiveness of each context, city councils may also have roles to 

play. However, given the nagging questions around the durability of a firm’s commitment to a 

                                                 

 
69 Perhaps through apprenticeship schemes, for example. 
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locality, and the rapidly changing nature and logics working through the industry, caution and 

further investigation is perhaps needed.  

 

Having teased out this mode of the firm-territory nexus in some detail, the logics covered above 

feed into the conceptual framework developed in Chapter 6. 

 

4.4 Themes and Patterns  

 

A range of factors have been highlighted in the Edinburgh and Manchester case studies that 

shape the integration of multi-location firms – leading to the framework developed in Chapter 6 

that looks at how economic networks are accessed, anchored, then, at place, diffused. Far from 

the homogenous characteristics set out in typical economic development statements, the case 

studies point to second-tier UK cities taking different routes to where they now are, underpinned 

by a common network positionality. In this final section of the chapter, the major patterns and 

trends identified in the financial services case studies are explicated. For the purposes of 

expositional clarity, factors are ordered in terms of those that are shared across case studies 

(convergent), and those that are unique to each case study (divergent), while a middle ground is 

also set out (convergence with nuances).  

 

Starting with the former, the empirical research suggests that both Edinburgh and Manchester 

exhibit common characteristics. Most noteworthy perhaps is the position of both cities vis-à-vis 

London, leaving the following dynamic as critical to financial centre growth: 

 

“What is common to all of the UK's regions' strategies is the split project' approach 

to luring financial institutions out of London. Rather than attempt to convince global 

operators to move their client-facing shop-front' functions from London, UK regional 

centres argue that back-office operations can easily be moved out and that this will 

save millions of pounds on costly London office rates” (The Banker, 2010). 

 

Edinburgh and Manchester share this relative second-tier position in the UK and EMEA with 

many other financial centres. In the UK alone, cities including Leeds and Glasgow all seek to 

bolster financial services strengths. Indeed prior to the crisis, Leeds was widely regarded as the 

second financial centre in England (Cooper and Larkin, 2008) while Glasgow is seen to have a 

role in taking the “overspill” from Edinburgh given employment growth stemming from back 

office activities (The Banker, 2002).70 Such processes critically configure the access dimensions 

                                                 

 
70 Recalling Leyshon, Thrift and Tommey (1989), the shift of back office activities to regional centres is far from a new 
pattern. 
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in the conceptual framework developed in Chapter 6. Coupling with such network orderings and 

relationships, both cities demonstrate the ability to host HQ activities of retail banks, and, as 

concerns the labour market, are seen to offer amenity and lifestyle factors that are favourable. 

Examining both financial centres also reveals a nexus determined by ongoing M&A rounds (a 

mode of access to economic production networks, essentially) and leads to questions about 

how future regulatory activities will shape the economic geography of financial services. 

 

There are also factors that are common in their broad nature across both case studies, but 

idiosyncratic in terms of their presence or manifestation (convergent with nuances). Three are 

notable: labour pools, connectivity and composition of sub-sectors. First, a deep labour pool is 

required at financial centres to access and anchor multi-location firm activities. In different ways 

both Manchester and Edinburgh boast this, yet Manchester’s draw card appears to be based 

more on stocks of graduate talent, as well as multicultural heritage, relative to Edinburgh 

(MIDAS, 2012). Edinburgh appears to have a stronger draw for executive talent on the other 

hand. The nature of labour markets in both cities is never static, however. Second, connections 

to London and other financial centres are apparent from both cities. However, Manchester’s 

substantial air connectivity (approximately 20 million passengers per year) and closer proximity 

to London (enabling train travel) offers stronger linkages than what Edinburgh can provide. 

Third, while Edinburgh and Manchester host asset management, banking, insurance and asset 

servicing activities, to some degree, differences exist in the nature and scope of such areas. In 

asset management, Edinburgh hosts a number of fund houses, reflecting legacy in the service 

area. Manchester, while without a dominant fund house, has a strong base of mid-cap private 

equity firms. In insurance, while Edinburgh has a strong presence through Aegon, Standard Life 

and Scottish Widows, Manchester has activities more at the market seeking end of the 

production process along with some underwriting roles. Such varied activity roles are often 

masked in broad industrial codes. 

  

Finally, two factors utterly distinguish Edinburgh and Manchester as financial services centres 

(divergent). In this respect, Edinburgh and Manchester have differing heritages and reputations 

as financial centres. Edinburgh is long established though dented by recent crisis (the heritage 

of asset management serves to anchor existing firms while attracting, and giving access to, new 

firms, for example), while Manchester is burgeoning yet somewhat less well known within the 

sector. Melding the convergent with the somewhat convergent and the divergent, therefore, one 

can begin to build an appreciation of the shared status of the two cities, yet the varied financial 

centre profiles exhibited. 

 

Up to this point, the key factors and trends have been outlined, providing a view of the sectoral 

logics and place side conditions that enable or constrain the firm-territory nexus. However, such 

an outline means little without, one, an ordering framework that conceptualises integration more 
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coherently, and two, a sense of underpinning mechanisms. Following a consideration of the 

firm-territory nexus from an alternative perspective, such a conceptualisation is attempted. The 

discussion above, however, does help to frame embeddedness as multiple and entangled, while 

also bringing into view the shaping factors situated beyond a city-region’s territorial footprint. 

Indeed, the conceptual framework developed in Chapter 6, rather than laying emphasis on a 

single pattern or trend, provides a framework to integrate a set of factors that, at different 

phases, forms the firm-territory nexus.   
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Chapter 5 – Place Development Case Studies 

 

 

In generating a concept of absorptive capacity for city economies, taking different perspectives 

and starting points illustrates conceptual adaptability. The entry point of the previous chapter 

started with an industrial sector and looked at the way the sector integrates at a city-region 

context. This chapter takes an alternative stance by framing theorisation of the firm-territory 

nexus through an assessment of a particular, delimited, territorial setting: place development 

projects. As with the case studies presented in Chapter 4, material in the case studies to follows 

inform the conceptual framework developed in Chapter 6. 

 

In taking this varied perspective, space is opened to reveal somewhat different trends at play 

within the integrative process. Indeed, in the cases to be detailed in this chapter - the Leith 

Docks in Edinburgh and MediaCityUK in Greater Manchester – the role of situated actors, such 

as property owners; the impact of intentional masterplanning techniques; the collaborative 

negotiation devices, across multiple actors, proposed to secure firm commitments; and the tacit 

underwriting commitments made by various government bodies, all emerge in the analysis. 

Evidence of intentional strategies to hook into multi-location firms is also expected to have 

greater prominence in place development case studies. In other words, unlike wider 

metropolitan areas, where strategies are typically more diffuse, for such spatially delimited 

areas, strong agency and action on behalf of the place may be pointed to. As sites that officials 

are eager to promote, intentionality may manifest, in some instances, in tax rebates and other 

fiscal incentives. 

 

By considering the Leith Docks and MediaCityUK as place development cases, very different 

sectors are brought into view. Commonalities do exist from a public management perspective, 

however. This relates to bringing into use brownfield areas - and regenerating areas of 

proximate deprivation - within the rubric of a wider quasi-industrial policy that identifies, ex-ante, 

sectors with apparent employment and investment potential. In both cases, moreover, a tension 

between the development of residential and commercial capacity can be seen. The financial 

crisis stands as an event, particularly at Leith, that has sharply affected how this mix is 

managed by policymakers. 

 

The multi-location firms that come into focus in the case studies take a varied geographic range 

from pan-European to wider North American orientations. Furthermore, the case studies 

introduce some firms that operate on the basis of public capital. In both cases, the firms can be 

seen to be working through emergent industry conditions, where changing technologies and 

regulation, coupled with sector consolidation, are shaping by who and in what form investment 
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may arise. With maturity yet to be reached, certain fluidities in the locational configurations of 

the sectors can be identified. 

 

It should be restated that eclectic sources have been consulted in the place case studies, given 

the limited interview work possible. This limitation was a result of commercial sensitivities about 

future and ongoing negotiations. The case studies, therefore, build on a small sample of 

interviews with extensive documentary material including: council and development agency 

documents, firm reports and press releases, development prospectuses, commentaries from the 

serious media, and government material on industry support and regulation. In a sense, this 

approach mirrors most ex-ante economic development and investment scenarios confronting 

policymakers; where information is asymmetric, requiring the piecing together of a development 

scenario from multiple sources. 

 

Chapter Outline 

 

Mimicking the approach taken in the previous financial services chapter, an outline, principally 

descriptive, of the two place development contexts is given initially. Both cases include an 

overview of the industries that are sought for integration – offshore wind, and digital and media, 

respectively – as well as the situated territorial conditions. A summary of key themes and trends 

that provide the basis for later concept and framework development then conclude the chapter. 

 

5.1 Leith Docks Case Study 

 

This case study considers the potential of the Leith Docks to accommodate the manufacturing, 

assembly and construction of offshore wind turbines, so as to provide for downstream wind farm 

operators (the buyers typically). The offshore wind industry is in its nascency and is, therefore, 

changing rapidly. As certain economic geography theories suggest, the experimental phases of 

industry development mean location centres are, to some extent, up for grabs (Boschma and 

Van Der Knaap, 1999). This chapter directs attention to large European firms, who are making 

gestures about setting up production facilities in the UK to take advantage of wind farm capacity 

likely to be erected off Britain’s east coast.71 

 

This case study contributes to an emerging economic geography literature that focuses on the 

offshore wind sector. Two papers have shaped the discussion in this chapter. Fornahl et al. 

(2012) assess the development of the offshore wind sector in Germany, illustrating the various 

                                                 

 
71 All interviewees for this case study were from sector or place development organisations with proximity to the docks 
development (not offshore wind manufacturing firms themselves, given commercial confidentiality issues) 
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impacts of regional development agents, moves away from other energy sources, and 

harnessed capacities form prior shipbuilding strengths. Dawley (2013), steers focus to the 

“casual episodes” that have been responsible for offshore wind sector development in the north-

east of England. Dawley (2013) sheds light on the agency of firms and policymakers during both 

“policy off” and “policy on” moments to trace the courting of offshore wind manufacturing in the 

north-east (mindful, like Fornahl et al. (2012), of path-dependent processes).  

 

This section proceeds with a descriptive overview of the Leith Docks, giving a brief history of the 

role of the port within the Edinburgh economy, a brief assessment of the existing Leith 

economy, and a review of the past and current development proposals for the Docks. This sets 

out the context of “place”. Following this overview, attention is steered to the offshore wind 

industry, detailing the key firms, production logics and supply chain approaches, before an 

appraisal is given of how this frames the possible firm-territory nexus at Leith. A step back is 

taken in the final section to consider the broader geographies of offshore wind. 

 

Background to Leith and the Docks Development 

 

Prior Roles and Actions 

 

The Leith Docks has played a fundamental role in the evolution of Edinburgh as an entrepot 

city, with the potential signalled by renewables simply the latest addition. The port of Leith has 

been a critical artery for the export of coal from Midlothian fields; the export of barley and wool; 

wine imports from Bordeaux and the Iberian peninsula; plus various supply chain roles, both in 

and out, for the whisky industry. Leith has also been a site of production for soap, glass and 

lime juice at various points (Mowat, 1994). Prior to the advent of the railway, Leith was 

Scotland’s principal trading node to London, with whisky going out, and furnishings and textiles 

returning to satisfy aristocratic consumption (Mowat, 1994).  

 

Leith’s political and cultural relationship with Edinburgh has been deeply fractious. Until 1920 

when Leith was incorporated into Edinburgh by virtue of a controversial ballot, Leith was fiercely 

independent. Indeed, for 87 years, from 1833, Leith was an independent municipal burgh. The 

reason for separation in the 19th century was Edinburgh Council’s bankruptcy, following, in part, 

spending on the Leith Docks to try and provide access for large vessels. By this time, Scotland’s 

trading geography had firmly shifted to the west and the Clyde river (Fry, 2009: 269). 

 

Leith also shows differences in terms of population composition. Alongside the largely white-

collar, middle-class capital city, Leith was dominantly working class. It follows that Leith has 

always been regarded as the poorer sibling. The vestiges of this disparity are still apparent, with 

multiple data zones indicating the highest deprivation levels (“most deprived 15%”) according to 
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the Scottish Index of Multiple Deprivation (SIMD). Attempts to address disparity have been 

numerous. At the same time as coalitions of Scottish regeneration actors collaborated on the 

“Glasgow East Area Renewal” (GEAR) project, a similar capital investment project for Leith was 

pursued by the Scottish Development Agency under the label of the “Leith Project”. The Leith 

Project attempted to lever in substantial private sector investment, with public sector 

remediation work on derelict sites undertaken as a precursor (Lloyd and Black, 1995). Critics 

such as Bondi (1999: 268) regarded the Leith Project as a gentrifying step, remarking on 

catalysed property investment processes and conversions accompanied by demographic 

change. Building on the New Life for Urban Scotland project, Leith received concerted focus 

through the 2004 Community Regeneration Fund, bringing about the local partnership “Leith 

Ahead”.  

 

The port-urban economy relationship has been well documented by economic historians, 

highlighting the role of ports as centres of geopolitical power and pivot points between emerging 

markets and evolving trading and industrial processes (Jackson, 2008). The waning role of 

Edinburgh’s port, as a trading site, has been replicated in many other cities. Glaeser (2005) 

notes, with reference to the evolution of the New York economy, how the role and significance 

of port functions change as the nature of production shifts toward the knowledge economy. 

Lodged within a broader story about the city-shaping effects of transport infrastructure and 

agglomeration economies, a transition from an economy positioned within trading networks, 

premised on the movement of raw goods, to an economy based on the diffusion of ideas, is set 

out. Glaeser (2005: 5) thus reflects on the role of ports as providing the seeds for urban success 

in early industrial epochs - “a deep water port at the heart of the Hudson” - but hints at their 

relative marginality in the contemporary service-based economy. 

 

While an ongoing challenge of industrial revitalisation and urban regeneration at a policy level, 

the story of Leith remains intimately connected to the story of the port and the global production 

systems the port integrates.72 This case study reflects on the latest attempt to re-centre the port 

as a significant spatial site within the Edinburgh economy. 

 

The following image gives an impression of the existing setting and heritage at the Docks: 

 

                                                 

 
72 Also see Jacobs and Lagendijk (2013) for a discussion of ports within GPNs. 
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Source: Author 

 

 

The Existing Leith Economy  

 

A business survey produced for the Leith Chamber of Commerce (Scotinform, 2013) provides 

an impression of the nature of the Leith economy and draws attention to Leith’s differentiating 

qualities vis-à-vis the wider Edinburgh economy as well as the offshore wind sector being 

promoted. Unlike the broader city-region, where financial and business services dominate, 

Leith’s creative sector is noteworthy. This is broad-ranging, from marketing and advertising 

agencies to software development firms. The establishment of an incubation hub on 

Constitution Street by the City of Edinburgh Council, the “Creative Exchange”, perhaps offers 

recognition of Leith’s sectoral specialisation in this area. Additionally, leaving aside government 

employment at Victoria Quay, small firms dominate. In terms of stability of the business base, 

relative constancy is apparent with 60% of survey respondents having been located in Leith for 

more than 5 years, and 25% for 20 years or more. Finally, relevant to the firms in place now, 

Leith’s affordability relative to Edinburgh in terms of rental costs was identified as attractive to 

businesses.73 

 

  

                                                 

 
73 The survey indicates mundane logistical issues such as ease of parking as being of value to businesses (parking is a 
significant limitation in central Edinburgh) though some respondents saw transport as a constraint, citing a bungled 
trams investment (that will no longer reach Leith) and the area being on a “limb” relatively. The survey also offers 
conflicting views as to Leith’s reputational assets. Some consider Leith to offer a valuable alternative brand, “as a place 
to do business”, while others suggest Leith struggles with an ongoing image for deprivation and crime (Scotinform, 
2013). 
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Docks Development 

 

Having set out the contexts of the Leith Docks and the sub-regional Leith economy, this section 

describes the nature of the development project being pursued, as well as the various actors 

involved. 

 

The development area of the Leith Docks is illustrated in the image below: 

 

 
 
 
 
 
 
 
 
 
Owing to copyright restrictions, the electronic version of this thesis does not contain this image. 
 
 
 
 
 
 
 
 
 
 
Source: Google Maps. 
 

 

Table 5.1.1 outlines the scope of the Leith Docks investment being prepared, noting both the 

broad parameters as well as specific conditions pertinent to offshore wind industry investment: 

 
 

Table 5.1.1: Leith Docks Specifications 
 

Factor 
 

Detail 

Size Water area - 100 hectares*  
Land area - 158 hectares* 

Investment/Port Cost (Estimates) £100m+** 

Quayside Length (weight req) 1800 metres available (minimum)*** 

Water Depth (at berths)  7.2 to 9.75 metres* 
*Scottish Enterprise (2010a)  
**Vass (2012a) 
***Scottish Enterprise (2010b) 

 
 

Prior to the onset of the Great Recession, the Leith docks were poised to be transformed into a 

“village” based development (Sullivan, 2008), encompassing mixed uses and substantial public 

spaces (5.1 hectares). The composition of the mixed use was to include a significant provision 
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of housing (18000 units at the Leith Docks alone (City of Edinburgh Council, 2011a: 8)), 

alongside office space (some geared to international firms) and retail premises. The nature of 

the development closely followed waterfront regeneration projects being pursued internationally. 

The Area Development Framework document offers a lens into the nature of the original project 

proposed: 

 

“... transform an industrialised and largely inaccessible waterfront into one of the 

city’s most liveable and vibrant quarters that everyone can use and enjoy; attract 

high quality, high profile developments which will contribute towards economic 

prosperity in the city region; create distinctive walkable neighbourhoods and build 

sustainable communities which exemplify the principles of environmental design in 

terms of land use mix, accessibility; and, add further stimulus to regeneration 

initiatives in adjoining areas” (City of Edinburgh Council, 2011a: 7). 

 

The following design sketch, looking from east to west, taking in the docks (in the foreground) 

over to Western Harbour, gives an impression of the development outcome initially sought. 

 

 
 
 
 
 
 
 
 
 
 
Owing to copyright restrictions, the electronic version of this thesis does not contain this image. 
 
 
 
 
 
 
 
 
 
 
 

Source: Sullivan (2008) 

 

 

Following 2008, with finance tightening and developers stepping back from riskier propositions, 

the Great Recession appears to have effectively put the development aspirations for a village 
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development beyond reach.74 Along with port ownership changes noted later in this chapter, the 

change in direction for the Leith development, towards offshore wind manufacturing, can be 

seen to have been triggered by the downturn. As noted by Murden (2012b): 

 

“The plans for Leith are markedly different to the gentler proposals of earlier years, 

which put more emphasis on creating a community of housing, leisure and retail. 

The property crash was a game-changer and the last land sold for housing was in 

2004, creating islands of apartment blocks surrounded by vacant plots.” [self 

italicised] 

 

A Forth Ports response to the Edinburgh Local Development Plan (Forth Ports, 2012: 1) also 

signals the shift, noting: “Forth Ports Limited’s (Forth Ports) strategy for the Port of Leith will see 

the majority of the Port remaining in operational use for the foreseeable future. It is therefore no 

longer Forth Ports’ intention to support housing-led mixed use development on the majority of 

its land holding at Leith.”  

 

Finally, alongside aspirations for offshore wind manufacturing, other industries also play a 

continuing and potentially escalated role at the Docks. The cruise industry is key here 

(Edinburgh Evening News, 2013), and it remains to be seen in the masterplan documents due 

to be released, how the cruise and renewables industries will buttress up against each other.75  

 

Institutional Landscape  

 

On the place side of the Docks development there exists a multi-faceted institutional setting. 

Central to the revised development is the role of the port company - Forth Ports – who have 

permitted development rights on the docks. The changing role and shape of Forth Ports can be 

traced using both historical material (as compiled by Mowat, 1994) as well as a series of more 

current press releases and organisational reports from the port company. Together, a story of a 

port company that has accommodated multiple industries over time, has been a site of union 

activism and has developed a burgeoning property portfolio, can be told. Indeed, expanding on 

the latter, Forth Ports owns a suite of real estate in addition to the Leith Docks, with port 

businesses run from sites at: Tilbury (London), Grangemouth, Dundee, Rosyth, Methil, 

Burntisland and Kirkcaldy. Forth Ports delisted from the stock exchange in 2011 following its 

acquisition by Arcus European Infrastructure Fund. Scepticism about the sustainability of a 

property business focus during the economic downturn was one key driver for changing 

                                                 

 
74 As well as making redundant large parts of the business case underpinning the Council’s funding proposal, based on 
tax increment financing schemes (TIFs). 
75 With a heightened need for amenities to support tourists, one interviewee emphasised the importance of community 
place making, remarking: “you don’t make it attractive to tourists ... make it attractive to locals first” (B119). 
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ownership.76 By taking Forth Ports private, a lot less is now known about this key strategic asset 

for the city (B119).77  

 

In line with a new focus on the renewables industry, Arcus has publicly stated its commitment to 

grow its “core port business”.78 A full revision for the Leith Docks development, as reflected in a 

masterplan being prepared, will capture this fundamental shift. One interviewee, speaking from 

the development side, and encapsulating the new view and direction for Leith, pointed to an 

aspiration for a “twenty-first century gateway port” to be developed (A118). The interviewee 

remarked, moreover, that existing firms in Leith appeared receptive to what is being proposed 

and that Leith has always been recognised as a “working port and a thriving port” (A118). 

 

Moves by economic development agencies support the shift in industry focus and provide an 

enabling capacity (albeit through a complex negotiation of “State Aid” rules). In 2009, Scottish 

Enterprise developed the National Renewables Investment Plan (NRIP), which, steered by a 

cross-sectoral delivery group, lays out the potential for offshore wind manufacturing at Leith. 

The NRIP provides a “spatial framework” for the industry and outlines processes necessary to 

satisfy offshore wind investors. It is noted in the report: “there is a need to bring forward a first 

phase of locations that establish a competitive position for Scotland in this market” (Scottish 

Enterprise, 2010c: 3). This is intended to lead on to concrete investment plans which stoke and 

secure private sector interest.  

 

Ranking sites across Scotland was seen as the first step in fashioning a coherent industry plan 

for the renewables sector. Ranking locations in the NRIP was based on scoring criteria set 

around the following factors: proximity to “resource” (access to wind farms), “site” (physical port 

capacity), “location” (labour market scope and access) and “timescale” (project planning for 

industry readiness) (Scottish Enterprise, 2010c: 20). Leith came out first in the “integrated 

manufacturing” category, slightly ahead of Dundee. The NRIP couples with a Scottish 

Government fund for investment in the renewables industry (the National Renewables 

Investment Fund (NRIF)) as well as a designated Enterprise Area (EA). The former helps to 

pump prime investment activity at offshore sites, offering funding for testing and development 

activity, while the latter provides a set of financial advantages, in terms of business rate 

reductions and tax measures related to capital write-offs, for firms who decide to bring 

manufacturing activity to Leith.  

 

                                                 

 
76 Other bids for Forth Ports came from the Peel Group (The Scotsman, 2007) 
77 Though insights into the nature and extent of existing port business can be gleaned from Forth Ports’ 2011 Annual 
Report. 
78 Forth Ports has recently divested the Ocean Terminal shopping centre from its ownership portfolio to strengthen such 
a focus. 
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Complementing the focus directed by Scottish Enterprise and the Scottish Government, the City 

of Edinburgh Council points to “renewables” and offshore wind as one of the city’s key sectors 

for economic development. This is supported in local development planning. Adding to the 

policy mix directed to stir up investment moreover, is the well publicised “tax increment 

financing” (TIF) tool (City of Edinburgh Council, 2011b).79 Though benefiting from the capacity 

development work of the Scottish Futures Trust, the changes in direction taken for the Leith 

Docks have stalled the measure (as a re-evaluation of revenue potential is required for the 

business case). One interviewee noted that the TIF and EA designation acted as a “double 

subsidy” (B119). The commitment of various public agencies in Scotland to the renewables 

development at Leith is reflected in a memorandum of understanding (MoU) struck between 

Scottish Enterprise, Edinburgh Council and Forth Ports.80  

 

Having identified the proponents and stakeholders on the development side, the following 

section details the other side of the firm-territory nexus, the multi-location offshore wind 

manufacturing firms. 

 

Nature of the Offshore Wind Sector 

 

Attracting major European manufacturing and production is the principal foreign direct 

investment rationale behind the Leith Docks development. As an ex-ante study, clues about the 

investment process can be drawn from observations about investments at other UK and 

European sites as well as statements about broad locational requirements. This section looks at 

the wider industry logics shaping what activities may plausibly arrive in the Scottish capital.  

 

Offshore and onshore wind is simply distinguished by natural setting – turbines at sea or 

turbines on land. While offshore wind production is growing and accounts for 1.5% of the UK’s 

electricity supply (as at 2012) (Crown Estate, 2012: 3), onshore wind production is more 

established, with total wind production accounting for up to 10% of electricity supply 

(RenewableUK, 2014).81 The cost of offshore wind production is cited as a chief cause of slow 

take-up rates, with reports suggesting offshore wind capacity is 50% more expensive to produce 

(than onshore capacity) (EWEA, 2009). Higher installation costs, maintenance challenges and 

grid connection issues all factor into the equation (DB Climate Change Advisors, 2011). The 

other side of this onshore-offshore distinction, however, is that offshore wind promises much 

higher yield (output return) from the turbines installed (EWEA, 2009).  

 

                                                 

 
79 The nature of a TIF scheme is for the public sector to invest with borrowed funds that are repaid with the additional 
future local tax revenues that projects generate. 
80 MoUs are also in place at other prospective renewables sites, such as Hull. 
81 As recorded for certain months. 
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The potential of the offshore wind industry is seen to reflect both the rise of the sustainability 

agenda and an appreciation that the UK boasts a significant wind resource that can be 

captured. Indeed, the resource off the UK is the largest in Europe (in terms of MWH), and 

coupled with shallow waters around the coast, fertile conditions for offshore production are seen 

to be presented (Crown Estate, 2012). The Crown Estate notes that the UK “already generates 

more power from offshore wind than the rest of Europe combined” (Crown Estate, 2012: 3). As 

a concern for government in Westminster, however, it is perhaps fair to reflect that a 

commitment to developing offshore wind has waxed and waned. 

 

Of the steps taken to support the sector to date (alongside port readiness noted above), 

attention on reducing the costs of production has been emphasised. The Offshore Wind Cost 

Reduction TaskForce (OWCRTF) reported that “a £100/MWh target cost of energy by 2020” is 

achievable (OWCRTF, 2012: 3), though ambitious. Among the 20 recommendations made by 

the taskforce, issues including consenting and legal processes, the innovation process and 

supply chain readiness (including SME involvement) were noted. Connecting offshore wind to 

the national grid, and the prices guaranteed to suppliers, was an issue raised in the Autumn 

Statement in late 2013 (HM Treasury, 2013). Here “strike prices” - essentially subsidies to 

encourage investment, given prices are above market values - were announced, which now 

offer advantages to offshore over onshore wind developers (Macalister and Mason, 2013). 

 

As a consequence of the offshore wind industry’s emergent nature, industry advocates argue 

that significant central government support is needed if green energy objectives are to be met. 

Support can take a range of forms from legislative changes around pricing regimes, work on 

grid connections, to up-front subsidies to give confidence to investors and developers. There 

are vocal critics, however, who are sceptical about the return likely from the investments made, 

in a period of rising energy prices (Gosden, 2014). A complex, multi-layered institutional 

environment thus surrounds offshore wind aspirations in the UK. In the Leith context, the 

institutional arrangements concerning the sector have been remarked upon in terms of a “series 

of dominoes that need to fall” (B118). 

 

Industry Logics and Structure 

 

Processes and Settings 

 

Offshore wind production networks are comprised by multiple actors working across multiple 

phases. On the production side, BVG Associates (2009) point to: wind turbine manufacturers, 

offshore wind farm developers, and supply chain partners as critical actors, while 

manufacturing, construction and operations and maintenance (O&M) are the principal 

production activities. Outlining each in turn, manufacturing pertains to the “assembly of nacelle 
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[engine housing] components and [the] manufacture of towers and blades”; construction reflects 

the pre-assembly of all wind turbine components provided by a manufacturer, except the 

foundations; and O&M, points to the services associated with commissioned wind farms (BVG 

Associates, 2009: 9). It is understood that all aforementioned activities are being targeted for 

the Leith development. 

 

The production process demands particular characteristics of place development sites. Indeed 

interviewees remarked that offshore wind manufacturing is a land-hungry process, especially 

when supply chain optimisation is sought (where lags between production phases are 

minimised) (B118). This puts the adequacy of port infrastructure centre stage. In terms of port 

qualities, significant water depths are required for increasingly large installation boats, while 

substantial quayside space with high load bearing capacity is required to manoeuvre offshore 

wind structures in between the manufacturing and installation phases. Additionally, a port 

located on the North Sea is required for exporting to and the servicing of European projects 

(BVG Associates, 2009: 12). In terms of the broader supply side required for offshore wind 

manufacturing, documents note that sizeable labour pools are seen to be required within 45 

minutes of the production facility (Scottish Enterprise, 2010c: 21).82  

 

Some offshore wind manufacturers have hinted at establishing manufacturing and construction 

activities at multiple sites in a broad area (for example, the Firth of Forth) proximate to a wind 

farm development area (for instance, Round 3 zones off the Firth of Forth) (A118; Brown, 2012). 

Rather than locating all production at a single site, a site specialising in a particular production 

role is seen to afford benefits. Scottish Enterprise (2010a: 7), citing spatial arrangements in 

northern Germany, note for example:  “Previous and current approaches to offshore wind 

manufacturing and installation have followed [a] cluster approach whereby one location acts as 

a staging/logistics port, manufacturing is sourced from other locations and storage can be 

located in a third location”. One interviewee suggested, however, that this reflects the limitations 

of individual land parcels rather than a preferred spilt-site approach to manufacturing (B117).  

 

Focusing on a particular firm, such as Gamesa, one can observe diverse and variegated 

production geographies. Much of this would appear to reflect the land extensivity of certain 

activities and the trade-offs between land rents and access to labour. For example, while 

gearbox manufacturing may take place in dense urban settings, blade or tower production is 

less likely to locate there. 

 

  

                                                 

 
82 Labour stocks accounted for 15% of the weight given to particular sites in terms of locational suitability. 
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Firm Composition 

 

There is no offshore wind manufacturer based in the UK at present (Aubrey, 2009). 

Development of the industry hinges, therefore, on the attraction of multi-location firms. Of 

course, such firms need to be distinguished from wind farm operators downstream, where, as 

illustrated later in this section, British companies are increasingly active.83 The firms comprising 

the global offshore wind manufacturing industry have diverse profiles. In this respect, firms such 

as the Danish wind turbine manufacturer Vestas solely focus on the wind energy market. 

Gamesa also falls into this bracket. Also providing for the wind energy market, however, are 

major industrial entities, including Areva and Alstom, who participate in a range of energy 

production markets, including nuclear and gas. The multi-location firms targeted for Leith are 

outlined in more detail below. It is important to note that offshore wind manufacturers can take a 

number of positions within the offshore wind production network. Indeed, manufacturers 

considered in the data showed activities such as wind farm management falling within corporate 

activities. With a crowded industry playing field, suggestions about significant overcapacity have 

been made (Clark, 2012).  

 

Supply Chain Approaches 

 

Supply chain management approaches, in other words the procurement processes of major 

offshore wind manufacturers and assemblers, are critical in opening up regional development 

opportunities. Broad industrial trends and the idiosyncratic management preferences of firms 

factor into how this will emerge at the level of individual sites.  

 

A potential dichotomy can be pointed to initially. In this respect, for Gamesa, significant 

emphasis is placed on the firm’s vertically integrated production structure (Gamesa, 2012: 33). 

In Gamesa’s 2012 annual report, proprietary interests and roles across the supply chain are 

pointed to, from sourcing raw materials to O&M on commissioned wind farms (Gamesa, 2012). 

This begs the question, how much economic activity, beyond jobs, will likely accrue from 

investment at Leith? Interviewees spoke, however, of the commitments firms like Gamesa have 

to develop local supply chains (B118). The benefits in terms of just in time (JIT) processes as 

well as corporate social responsibility commitments, were regarded as supportive factors. One 

interviewee noted that a firm may indeed be able to undertake all supply chain activities, but 

questioned whether complete proprietary control could be achieved “in Scotland” (B118). A 

distinct pragmatism in supply chain management was thus hinted at. Indeed, it was mentioned 

that a set of manufacturers may seek to share specific component suppliers and work together 

                                                 

 
83 Most wind farm operators separately contract for manufacturing, though there are instances where manufacturing and 
wind farm integration are vertically integrated.  
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to ensure a robust system is in place. One interviewee pointed to the supply chain “families” 

approach where a set of potential suppliers is set out and agreed at the start of a process, to 

ensure continuity (B118). This relationship-based approach refers to a supply process quite 

removed from arms-length contracting.84 OWCRTF also pointed to the benefits of cooperative 

supply chain arrangements. Drawing on experiences in the oil and gas industry, the OWCRTF 

(2012: 4) points to “alliancing”, which, from project design, involves close collaboration with the 

supply chain in managing “issues and processes” to help reduce costs. While a spectrum of 

“alliance” models are seen to exist, the OWCRTF refers to fully open and integrated 

relationships, with mutual sharing of project risks and returns premised on deep trust and a 

clear vetting of actor capabilities sitting at the core.  

 

In addition to the supply models favoured, the industrial legacy of particular places will also 

shape supply possibilities. Scotland’s heritage in the oil and gas industry, for example, is seen 

to provide starting points in terms of offering services and assets that can effectively support the 

installation and maintenance of offshore wind production. As Scottish Enterprise (2011: 30) 

notes: “Cross-over potential [with offshore wind] is significant, with many oil and gas supplies, 

product, service and competences already in this market”, and that “a multitude of opportunities 

exist for oil and gas supply chain companies to either directly transfer or adapt their expertise, 

products and services for the offshore wind market” (Scottish Enterprise, 2011: 14).85 Building 

on oil and gas links at Leith bears resemblances to the case in Germany, exposed by Fornahl et 

al. (2012), whereby shipbuilding capabilities were reoriented to support offshore wind. 

 

Finally, in terms of supply chain considerations, interviewees noted that there is a significant 

difference, from a regional development perspective, in terms of whether manufacturing is 

established to prepare a prototype vis-à-vis gearing up to meet a client’s order book (B117). 

This underlies the fact that the peculiarities of individual negotiations underpin regional 

development, regardless of the broad conditions for sector development presented.  

 

Industry and Multi-Location Firm Formation at Leith  

 

Mindful of the broad configurations and logics emerging in the global offshore wind sector, this 

section considers, in finer detail, the sector’s possible integration at the Port of Leith. The 

offshore wind industry emerging in the UK and Scotland is marked by both close shareholding 

and contractual relationships, cutting across manufacturers and wind farm operators. A brief 

comprehension of this is necessary to obtain a sense of the investments being proposed. 

 

                                                 

 
84 Mirroring, in some ways, “flexible specialisation” approaches. 
85 See pages16-17 of the report for an appraisal of translatability and how this varies across project phases. 
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The award for the Round 3 offshore wind farm development, taking in offshore areas proximate 

to the Firth of Forth (based on leases for use of the seabed granted by the Crown Estate), was 

granted to Seagreen. Seagreen is a joint venture between Scottish and Southern Energy (SSE) 

and Fluor.86 With development rights granted, Seagreen will now be looking to contract with a 

manufacturer of wind turbines as well for services pertaining to installation and ongoing O&M. It 

is in this space that the negotiations touch down on the Leith economy, as the proximity of the 

Leith Docks will be attractive to investors seeking to supply the wind farm development. 

 

To date, two European-based firms have expressed interest in establishing an offshore wind 

manufacturing facility on the Firth of Forth.87 Gamesa, a Spanish based firm, based near Bilbao 

and listed in Madrid, has made the most concrete advances.88 An MoU with Forth Ports has 

been agreed that will purportedly guide a cooperative working relationship in trying to establish 

a manufacturing operation. Press releases note, that where negotiations are successful, up to 

800 full time jobs may be provided at the Docks (Scottish Government, 2012). At the level of the 

property market, one interviewee remarked that existing leases at the port were short (A118). 

This means little stickiness exists in terms of the rights existing users can exercise, hinting at 

little delay for offshore development (subject to negotiations with a manufacturer concluding). 

 

The Port of Leith was chosen over Hartlepool as a location for a possible manufacturing site by 

Gamesa, with the configuration of the Leith Docks purportedly favourable to the firm (BBC, 

2012a). The Spanish manufacturer has an existing Scottish location in the form of a technology 

centre near Glasgow, while the firm’s offshore wind headquarters is based in London. 

Interviewees questioned what these existing locations mean in terms of possible manufacturing 

futures in Scotland – suggesting they are necessary but not sufficient to secure manufacturing 

investment (B117). Pending Gamesa’s ability to secure an arrangement with Seagreen for the 

initial Firth of Forth wind farm development, manufacturing from Leith for further wind farm 

developments along the UK east coast may then be possible. Gamesa has a worldwide 

footprint already (outlined further below), and coupled with energy reform in Spain that cuts 

back subsidies to green energy providers (Reuters, 2014), a location in the UK where offshore 

wind receives some support, may, ceteris paribus, be attractive.89 

                                                 

 
86 SSE and Fluor have both been involved in the Greater Gabbard development with dispute arising over a repairs 
contract. Fluor is a US based engineering company (headquartered in Irving, Texas) noted for “project management 
expertise” in the delivery of energy infrastructure projects. 
87 In addition to Siemens’ existing activity at Methil. 
88 Iberdrola holds a 19% stake in Gamesa and is, in turn, the owner of Scottish Power. 
89 Developments at the Port of Dundee, also a key manufacturing site as identified by the NRIP, have progressed with 
the emergence of a MoU between Forth Ports (the owners of the port of Dundee), Dundee City Council, Scottish 
Enterprise and SSE (BBC, 2011). This appears to represent a different form of agreement from Leith, with SSE’s 
involvement, as a wind farm operator, essentially providing commitment to the manufacturing supply chain that can be 
formed at the port. SSE is involved in multiple offshore wind projects across the UK, including sites off the Yorkshire 
coast and Thames estuary (in addition to its rights for the Firth of Forth, through Seagreen). This points to the wind farm 
operator working with the port company to backfill the supply chain (with Mitsubishi and Siemens considered potential 
targets). Gamesa was originally touted to participate at Dundee, though speculation exists as to whether Dundee no 
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Areva, a French conglomerate, has also made gestures to locate an offshore wind 

manufacturing facility in the Firth of Forth area (though no more spatial specification has been 

given to date). The firm is owned by the French government and has strong ties to EDF in its 

home market. Through the fully owned subsidiary, “Areva Wind”, the firm has developed a 5MW 

wind turbine that is in place at the Alpha Ventus wind farm off the coast of Germany.90 Referring 

to the potential of the UK offshore wind sector more broadly, it has been noted in the media that 

Areva is: “developing an ‘industrial plan” for the UK that will involve bringing some 

manufacturing by Areva or its suppliers to the UK” (Morales, 2012). The key issues for Leith in 

terms of the calculi being considered by the organisation are likely to be, one, to what extent 

Areva can successfully negotiate to provide turbines to Seagreen and later Round 3 

developments off the Firth of Forth, and two, whether Areva can ably supply a wider UK and 

European market from a port in Leith. With respect to the latter, a key challenge for Leith, as 

concerns possible integration by the aforementioned European MNEs, is ensuring wind farms 

off the Forth of Firth are not supplied from manufacturing sites in Europe. Indeed, as a result of 

evolving approaches to assembly and installation, coupled with first-mover advantages at 

existing European ports, it is technically feasible that the UK’s wind resource could be installed 

and serviced from Europe (B117). 

 

Given the firms listed above, the announcement of an equal share joint venture (JV) company 

between Areva and Gamesa may have profound impacts on the Leith development. Hinting at 

overcapacity in the sector, the JV points to the two firms establishing a “European Champion” 

whereby assets and competencies will be shared to strengthen market position (Reuters, 2014). 

Given the negotiations within the JV have yet to be revealed, it is not yet clear whether earlier 

job projections for Leith will be retained. Gamesa’s press release does, however, refer to 

“fulfil[ing] existing industrial development commitments both in the UK and France” (Gamesa, 

2014).  

 

In summary, the investment gestures outlined above reflect Leith’s contingent role in an 

emerging global production system. Indeed a triple-edged contingency – based on 

manufacturing and wind farm operator evolutions, deliberations with land-holding companies, 

and shifting regulatory commitments – is shaping what offshore wind production activities may 

be accessed and anchored on Edinburgh’s waterfront.  

 

                                                 

 
longer satisfied Gamesa’s production requirements, due to insufficient quayside space, or whether SSE simply beat 
Gamesa to an agreement with Forth Ports (Vass, 2012b). 
90 Also, within a wider coalition of energy firms, Areva has secured rights to provide for a wind farm off the coast of 
Brittany, while Round 3 winners in the UK – including Iberdrola, EON and Vatenfall – are all Areva clients. Areva also 
operates joint ventures around installation and O&M activities (Morales, 2012). 
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Offshore Wind Production Networks 

 

Wider economic geographies are emerging in the offshore wind sector as a result of the location 

decisions firms are making about manufacturing, assembly and construction activities. In the 

UK, as concerns potential sites for development, Leith is positioned alongside places including 

Hull, Dundee, Hartlepool and Sheerness inter alia. Competition effects stem from this relative 

positioning. Indeed, politicians from Dundee have commented in the media that, given the slow 

negotiation process at Leith - apparently regarding costs associated with port upgrading and 

who will bear such costs - Dundee will seek to steer the investment toward Tayside (Copland, 

2014). These shifts illustrate how Edinburgh’s ability to secure an offshore wind nexus, is 

contingent on both industry reconfigurations and the evolving competitive tensions brought to 

bear by other locales.91 

 

While paling in comparison to the UK in terms of proximity to available wind resource, a number 

of European countries have been at the forefront of offshore wind generation, and 

manufacturing sites have emerged to cater for this emphasis. Bremerhaven in Germany, and 

Saint Nazaire and Le Havre in France, are examples of key sites that come into view in Areva’s 

portfolio. Focusing on Bremerhaven in particular, it is regarded that a well-established supply 

chain infrastructure is in place. Industry media has previously remarked, that: “of the €500 

million invested for offshore wind power development along the German North Sea coastal 

region during the past years, about half came to Bremerhaven” (De Vries, 2009). 

Bremerhaven’s current prominence in the industry followed years of economic decline, with 

offshore wind considered an appealing reindustrialisation option to pursue. This conclusion 

emerged from: “a strength-weakness assessment ... [which] showed that the city’s strengths 

included a comprehensive maritime technology know-how base, and a skilled workforce 

specialized in shipbuilding, heavy machinery design and manufacture” (De Vries, 2009). 

Bremerhaven now boasts diversity in the offshore wind sector, with development and 

technology centres in place. 

 

A key consideration when assessing European comparator locations is varying port ownership 

structures. In this respect, ports in mainland Europe are typically publicly held by local or 

municipal authorities. In terms of investment implications, this means any public investment in 

the port does not draw complications in terms of State Aid rules (B117; B118). A different 

context for port ownership exists in the UK, leading to challenges around industry incentivisation 

                                                 

 
91 Other investments in Edinburgh’s offshore sector, notably the commitment of Mitsubishi Power Systems Europe to 
invest £100 million over five years in a research and development centre for “technically advanced offshore wind 
turbines”, has led to suggestions of 200 new jobs to created. Such developments, while not directly connected to Leith, 
may signal scope for innovation within the sector. 
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and the need to operate on commercial terms (B117). In essence, as privately owned entities, 

UK ports seek to provide returns to shareholders and are compelled to operate on economic 

terms, rather than take into account wider social objectives (as appears in parts of Europe) 

(B117). 

 

As with all industries examined in this thesis, London possesses a centre of gravity in terms of 

key business operations. It is interesting to note in this regard, that Gamesa has its offshore 

wind head office in London, while the industry body, RenewableUK, is also based in the UK 

capital. The dense corporate and professional environment - access to lawyers and 

accountants, for example - was noted by interviewees as a likely driver for this (B117). Given 

the apparent need for lobbying in the industry, access to policymakers is also likely to factor in 

here. 

 

Summary 

 

This case study has looked at what could be, not what is, in terms of integration at Leith by 

multi-location offshore wind manufacturers. Therefore, significant uncertainty surrounds if, and 

in what form, the firm-territory nexus will emerge. The Leith offshore wind context ultimately 

points to the role of contractual events in shaping economic geographies. The narrative above 

suggests that committed private sector investment in Leith by offshore wind manufacturers will 

hinge on a range of considerations spanning well beyond Edinburgh. These are institutional, 

regulatory and evolutionary in nature. MoUs suggest promise, yet withdrawn projects, such as 

Vestas at Sheerness, point to a fickle investment environment. 

 

Interviewees have suggested that once renewables manufacturing is in place at Leith, it will not 

easily shift away (A118). In addition to first-mover effects, it was remarked by industry 

advocates that the UK should be aware of the risk of having the UK’s extensive offshore wind 

resource supplied by manufacturers operating from continental Europe. The patterns teased out 

in this section – investment support and incentivisation approaches, supply chain regimes, 

evolving firm production logics and regulatory environments – will feed into the absorptive 

capacity framework developed later in this thesis. 

 

5.2 MediaCityUK Case Study 

 

Like the Leith Docks case, this case study takes an ex-ante position to think through the firm-

territory nexus. Before laying out the empirical material, a brief overview of the literature that 

has assessed the development opportunities and challenges of media clusters is given. There 

are two key aspects to this literature: one, an outline of media cluster natures; and two, an 
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overview of existing work that has assessed the Manchester media context and the formation of 

MediaCityUK.  

 

First, clusters, though widely critiqued in terms of their conceptual coherence and economic 

development merits (Martin and Sunley, 2003), have been readily adopted and translated by 

policymakers. Indeed, media clusters are ubiquitous across OECD countries. Karlsson and 

Picard (2011: 11) set out the typical rationales for cluster formation, and outline the ideal cluster 

type for the media sector: “... [including] many small, specialized firms as well as establishments 

of large media corporations with a potential to generate external economies of scale. They 

facilitate a fast spread of new ideas and of creative impulses between the media firms and 

establishments present in the cluster”. Karlsson and Picard (2011) note that different aspects of 

media indicate different proclivities for clustering, with the music industry somewhat 

disconnected and the video game industry more compelled to cluster (but with other video 

game producers only). The locational geographies of key firms in the media cluster are also 

brought into view by the authors. It is noted in this regard that, national media policy, intra-firm 

divisions of labour (“corporate” distinguished from “production”), and regional development 

objectives, will all have varying impacts on cluster outcomes (Karlsson and Picard, 2011: 18). 

 

Bathelt’s earlier work on the organic rise, then government supported development, of a media 

cluster in post-unification Leipzig, Germany, sets out a number of issues closely related to the 

Manchester context (Bathelt, 2002; 2005). In the case of Leipzig, Bathelt points to the catalysing 

effects of the regional public broadcaster, MDR, taking the decision to base its production from 

the city. Challenges in Leipzig’s industrial ecosystem are also recognised by the author, 

however, noting, in particular, the limited demand side within the city-region and the need for 

local producers to connect to markets outside the region. Indeed a core conceptual finding in 

this empirical work, was that clusters must be externally connected, through knowledge and 

transaction “pipelines”, to develop and retain innovation advantages (Bathelt, 2005). Shifting 

focus to North America, Barnes and Coe (2010) steered focus to the video game and film 

cluster in Vancouver. Explaining the resilience of the sectors in the city, the authors cited being 

close to Los Angeles, amenity appeal, financial incentives and labour market attributes as key 

factors. Barnes and Coe (2010) take a typically sanguine view of the multi-pronged government 

support provided to the sector, particularly those interventions that have taken into account 

external connections. The particular advantages of identifying and supporting intersections 

between digital and media activities, “as the multi-platform media world continues to develop 

apace”, was also noted (Barnes and Coe, 2011: 275). 

 

Scholarship that focuses on media and digital sector development in the north-west expressly, 

has also emerged recently. Johns’ (2010) work on the Manchester film and television industry, 

written at a point where MediaCityUK was yet to commence operations, provides granular 
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insights into the existing media sector in the north-west. Drawing out the geographies for two 

media projects undertaken in the north-west, Johns (2010) looks at the resourcing, financing 

and supply arrangements formed. While illustrating a dense industry in the north-west, the 

spectre of London in certain specialist functions is brought into sharp relief. Cook and Johns 

(2011), developing the north-west focus, lay out the proposals for the Sharp Project (East 

Manchester) and the Baltic Triangle (Liverpool), as further sites of note for media and digital 

sector development (in addition to MediaCityUK). Setting out a typology encapsulating “cultural 

quarter”, “media cluster” and “global media city”, significant differentiation in terms of firm 

participation is illustrated. 

 

Honing in on MediaCityUK itself, Christophers (2008) sets out a neoliberal critique questioning 

the substance of the development proposals. Christophers sees Richard Florida’s creative class 

as having a steering role, with the development logic appearing to be: if Manchester can attract 

creative types, catalysed by the BBC’s relocation, city-wide economic development will follow. 

This argument is considered by Christophers (2008: 2314) to reflect “an article of faith”. For the 

author, the BBC move represents a voguish, “creative class” led approach to regional economic 

development. More recently, Johns (2012) offered preliminary remarks about MediaCityUK as a 

“failed” attempt to generate a global media cluster. Citing discussions with developers and their 

aspirations to attract leading global players, it is suggested that MediaCityUK is on the slow 

burner with doubts raised about the cluster’s long-term viability.  

 

Mindful of the background provided in the aforementioned literature, the next section outlines 

the scope and nature of the development in more detail, before an appraisal of MediaCityUK as 

a site for the firm-territory nexus is given. 

 

MediaCityUK Background 

 

This section sets out the context of the MediaCityUK development, pointing to the key actors, 

the defining characteristics as well as the core rationales and logics for its development. As well 

as laying out the descriptive features, the controversies and criticisms surrounding the 

development are also touched upon.  

 

The following image shows the main BBC buildings at the precinct: 
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Source: Author 

 
 

What is MediaCityUK? 

 

MediaCityUK reflects a private sector led property initiative, supported by the public and third 

sectors, that was catalysed by the BBC’s desire to move a greater share of its broadcasting and 

production activity away from London. The notion of developing a digital and broadcasting 

cluster was inspired in part by the opportunities signalled by media cluster initiatives overseas, 

notably the digital cluster in Seoul.92 Cohen (2013: 14) remarks on the nature and ambitions of 

the Seoul “Digital Media City” (DMC), as follows: “DMC is a real estate development and has 

succeeded magnificently both in ‘greening’ the land, a former waste disposal site, and in 

enticing many of South Korea’s numerous media companies”. Moreover, multinational capital 

was seen to play a role. Cohen (2013: 11) notes that foreign firms that can offer benefits to the 

local economy, such as technological competencies, are “invited to reside in DMC”.  

 

In a similar vein to Seoul, a desire to resuscitate the economic functionality of the Salford Docks 

underpinned the motivation for development (with regeneration held as a policy concern since 

the mid-1980s).93 Commenting on the legacy of the docks, Goodey (2011: 4) remarked: 

 

                                                 

 
92 A delegation from Salford, led by the CE of the urban regeneration company, Felicity Goodey, visited the Seoul 
development.  
93 Through the “Salford Quays Development Plan”. 
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“So here was Salford, an impoverished local authority with this enormous and 

derelict port and a horrible, highly contaminated canal, reputedly the most 

contaminated waterway in Europe, wondering what to do about it. The waterways 

were in such a poor state that you couldn’t sell it to anyone, you could only give it 

away for free.” 

 

The regeneration of the docks points to a long history of industrial decline associated with, and 

likely leading to, high surrounding neighbourhood deprivation. Deprivation statistics show that 

Salford has 47 areas within the “10% most deprived” lower layer super output areas in the UK 

(based on the Index of Multiple Deprivation) (DCLGb, 2011: 9). 

 

As locations for the bolstered BBC North were being considered, Salford Council and 

Manchester City Council were in competition. Donohue (2011), in a media interview with 

Barbara Spicer, the Chief Executive of Salford Council, quotes with respect to the nature of 

competition between the two councils: 

 

“The two propositions were very different. What Manchester offered was a fantastic 

corporate relocation to a city-centre site ... Ours was different to that and looked at 

the BBC facilitating something which could grow the sector for Britain, or at least for 

the north of England ... We can't shoehorn investors into sites. We've got to say: 

'what are you looking for? Is it site? Is it place? Is it funding?' and offer sites 

between us.” 

 

Prior to MediaCityUK, both the media and digital sectors had an established heritage in the 

north-west. Indeed, as at 2009, 320,000 people were employed in the “creative and media” 

industries in the region (NWDA, n.d.). According to promotional material, this was reported to be 

“Europe’s second largest media hub”, with creative activities accounting for “16% of the region’s 

total output” (NWDA, n.d.). 

 

Peel Group is driving MediaCityUK having been granted planning consent by Salford Council in 

2007.94 The Peel Group has a wide portfolio of retail, commercial and port development 

holdings across the UK, including a mixed use development alongside the Clyde river in 

Glasgow and the Trafford Centre in Greater Manchester. Peel’s MediaCityUK initiative forms 

part of a wider “Atlantic Gateway” project, which, in regenerating a set of sites along the ship 

canal, spans from Salford to the mouth of the Wirral. Interviewees, connected to but outside the 

                                                 

 
94 The Manchester Ship Canal was added to Peel’s property portfolio in 1987. 
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organisational structure of the developer, considered Peel to have a have strong financial basis, 

suggesting that cash could be “pumped” into the development where necessary (B109). 

 

MediaCityUK is predicated on a multi-stage development (with the first phase completed in 

2011). The following table outlines some of the broad specifications and characteristics of 

MediaCityUK (at the time of writing): 

 
 

Table 5.2.1: MediaCityUK Specifications 
 

Feature 
 

Detail 

Size 36 acres (phase 1); 200 acres available across all 3 phases 

Office Space 70,000 sq feet (phase 1) 

Construction Phase 1 complete (2011); 2 to start at undisclosed point 

Existing workforce 2700 (at BBC); 500 (ITV) 
Source: Salford City Council (2014) 

 
 

The following map, as given by the marker, points to the first phase of the development area: 

 

 

 
 
 
 
 
 
 
 
 
Owing to copyright restrictions, the electronic version of this thesis does not contain this image. 
 
 
 
 
 
 
 
 
 

Source: Google Maps. 
 

 

Funding and Investment 

 

As expected with a large scale brownfields regeneration project, MediaCityUK has a high price 

tag. As well as substantial developer contributions, the BBC, University of Salford and current 

and former regional economic development agencies have all contributed to the funding pot 

(particularly in the provision of transport infrastructure, such as the Metrolink tram line, at an 
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early point) (MIDAS, 2009). The table below gives an indication, albeit rough and partial, of the 

investments made by some organisations party to the development: 

 

Table 5.2.2: MediaCityUK Funders 
 

Organisation 
 

Amount (millions) 

Peel Group £650*  

University of Salford £30** 

BBC £244*** 

Salford City Council £20**** 

NWDA £30***** 
Sources:  
*MediaCityUK (n.d.) 
**University of Salford (n.d.) 
***National Audit Office (2013: 4) - figure revised up from 189.3 million.  
****Hollingshead (2012)  
***** Cook and Johns (2011) - government funds facilitated by NWDA (for transport infrastructure) 
 

 

Perhaps due to the large sums of money committed, MediaCityUK has attracted close scrutiny. 

Questions have been raised about the value for money likely to result (Overman, 2011) and the 

benefits Salford citizens will glean from the development. Indeed, with respect to the latter, 

though jobs for local people was a key feature of the development proposition, recent statistics 

suggest that few people in Salford have secured full-time employment at the site (Carter, 2012). 

 

Sector Interaction and Dynamics 

 

Having detailed the context and the initial organisational moves central to the development, 

sector development at MediaCityUK is the principal focus of this section. First, a broad 

delineation of the media and digital sectors is given, before an overview of investment attraction 

activities is noted. This points us to the complexities and challenges of the place-sector 

interface implicit to the development. 

 

Sectoral Composition and Reorientation 

 

MediaCityUK is positioned within evolving global media and digital sectors. It is important to 

distinguish the two sectors in the first instance. Firstly, media is principally about content, while 

digital is typically focused on engineering solutions. Second, a myriad of different business 

approaches are evident across the digital and media sectors. In the media sector, for example, 

interviewees noted that outsourcing content is common (where large firms buy the ideas 

generated by small firms, for example) (A112).  

 

Convergence between digital and media activities is occurring (Karlsson and Picard, 2011: 9). 

This hinges around both changing practices and changing players, and, perhaps most 
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prominently, their meshing through new distribution approaches. However, while the digital and 

media “fields are blurring more and more“ according to some (B121), tying the digital and media 

sectors together has not proven to be straightforward. Interviewees from the digital sector 

noted, for example, that many media organisations are slow technology adopters. One 

interviewee, commenting on the challenge, noted that “integration appears alien for the two 

communities” (B111), while a different interviewee was cautiously optimistic in pointing to 

forward progress (B110). 

 

Some key global trends are shaping the media and digital industries. For example, online 

entities from Amazon to Hulu and Netflix are increasingly moving into unique content provision 

in addition to reshaping the nature of distribution. This is changing the landscape particularly 

around cable television in the US. This reflects an expansion in focus for such entities 

(especially Amazon), who, prior, could typically be treated as infrastructure or engineering 

providers, functioning as middlemen between content generation and distribution (A112; 

Jopson, 2012). A set of recent transactions signal greater media and digital sector connections 

furthermore. For example, Yahoo’s recent acquisition spree of small social media players in 

order to diversify advertising revenue channels has been noteworthy. Also, the ownership of 

Hulu by multiple media players (Walt Disney Company, NBCUniversal, and News Corporation) 

points to the emergence of novel, ad hoc strategic alliances in the media sector to confront the 

challenge posed by new distribution technologies. The latter point - the Hulu case, and the 

organisation’s media ownership - also hints at convergence from the other direction; from media 

to digital players. Changing distribution preferences around on-demand television and the 

desire from customers to be able to view media through a range of platforms are key drivers 

here. The BBC’s 2012 Annual Report notes: “BBC services should be available to every 

household in the UK that wants to access them. It is one of the BBC’s purposes to bring the 

benefits of new technologies to all audiences” (BBC, 2012b: 23). Additionally, the: “failure to 

embrace emerging technologies could threaten our connection with audiences”, is identified as 

a key risk (BBC, 2012b: 42). 

 

Media and digital convergence has implications for both possible inward investment to 

MediaCityUK and the activities of firms already resident at the precinct. With respect to the 

former, the aforementioned global trends will influence who will be looking to make an 

investment at MediaCityUK and what form the investment will take. Looking at the latter, recent 

shifts at the BBC reflect media-to-digital convergence. In this respect, the BBC have recently 

announced a desire to confront the competition posed by Netflix, Hulu and Amazon through a 

revamped “BBC.com” platform that reaches global audiences (Sweney, 2013). What supply 

chain and labour market opportunities may accrue at MediaCityUK as a result of this, will be 

interesting to track. 
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The prior discussion serves to show how, “convergence”, a dominant but shifting global sector 

logic, set at a meta level, may plausibly shape future development at MediaCityUK. Of course 

other trends also shaping global digital and media landscapes – such as regulation around 

origin of content (as in Canada) - may similarly condition the firm-territory nexus at 

MediaCityUK. 

 

Anchor Broadcaster 

 

The BBC’s commitment to relocate aspects of production to the north-west was the spark for the 

MediaCityUK development. The idea to move activities away from London stemmed from a 

political decision regarding the public broadcaster’s satisfaction ratings outside of London and 

the south-east. In this regard, satisfaction with the BBC was seen to drop the further north you 

are, with a strong London-centrism perceived in the way the organisation was run. Bringing 

more production activities to the north-west was considered one way to remedy this. As Goodey 

(2011: 4) remarks: “The pressure on the BBC came from back-bench MPs who were getting 

sick and tired of the fact that although the licence fee is in effect a National Tax they perceived 

the BBC to be entirely London and South East centred.” The BBC’s decision to move north was 

made prior to the recession, with the children’s, sports and future media and technology 

departments all committed. One interviewee noted, however, that, while the aforementioned 

represent the major departmental moves, activities for more than 20 functional areas of the BBC 

are now in Salford (B121).  

 

With key strategy, broadcasting and corporate functions still retained in London, however, 

questions may be raised about the intra-corporate spatial division of labour and the nature of 

London’s pull to the organisation. Does this pull work in terms of regulation, skills or reputation, 

for instance? One interviewee suggested that the principal rationale around activity relocation 

was what activities could easily be “lifted out” without “destabilising the ecology” of the 

organisation too much (B121). With regard to the move of the sports department, for example, it 

was noted that productions are made across the UK, utilising mobile teams and equipment, so 

having a central UK location provided logistical advantages. Children’s programming was also 

able to move, as it was largely self-contained. However, one interviewee remarked that some 

radio activities needed to remain in London, given the existing strength of the community and 

the labour market there (B121).  

 

A wider series of public sector relocations away from London have previously been made in the 

UK following the Lyons review. Does the BBC’s shift reflect a similar low-value versus high-

value dispersion? It is too early to be definitive here, with the BBC now only entering its third 

year in Salford. However, the wage savings offered by the north-south divide, with no London 

weighting payable, has been considered to be a contributing factor for relocation (National Audit 
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Office, 2013: 31). Additionally, as concern cost considerations, it has been noted that leasing, 

as opposed to owning property, offered the organisation significant cost advantages (B121). 

Indeed, it has been calculated that leasing facilities at MediaCityUK will be less expensive over 

a 20-year time horizon through the advantages that come with sharing facilities and occupying 

energy efficient buildings inter alia. 

 

Through the BBC’s shift, a key regional development opportunity for Greater Manchester exists 

around supply chain and labour market connections. In this respect, what opportunities does a 

strong BBC North focus provide for firms and workers in Greater Manchester? Johns and Cook 

(2011: 191), citing a broadcaster, noted the following with respect to the BBC’s role in attracting 

investment: “… the BBC … is going to be a very powerful partner … it’s a powerful brand 

nationally and internationally”. The BBC has a well-established supply chain with clear rules and 

procedures. The organisation sets out explicitly, how contracting with small and local providers 

will proceed. Pre-qualification criteria and regulatory criteria go toward shaping this process, 

including, in the latter, EU procurement rules (given the BBC is a public institution). 

Opportunities for the north-west have been identified in this research. One interviewee spoke of 

the undoubted supply chain benefits that are emerging for the region, based on the “open” 

attitude being taken (B121). Additionally, working relationships and the release of intellectual 

property to small creative firms at the precinct, through “white label” type agreements, may be a 

feature of supply chain relationships, one interviewee remarked (A112). While in its nascency 

as an operation, some have raised scepticism about the connections likely to stem from major 

broadcasters, however. For instance, for small firms, questions about the capacity to interact 

with large broadcasters have been noted (B106).  

 

In terms of labour market impacts, interviewees noted that MediaCityUK appears to have given 

space to “ambitious ... junior” people within the BBC who may have had little upward mobility in 

London previously (B110). One interviewee remarked that, of those employees in London 

offered a Manchester transfer, approximately 50% are now in place in Salford (B121). Of course 

this pertains to the intra-firm labour market only. It has been noted that the BBC has employed 

39 from the Salford area, while 254 have been employed from the Greater Manchester area 

(National Audit Office, 2013: 4).  

 

ITV has similarly established a major production presence at MediaCityUK, where a staple soap 

along with the shift of Granada’s regional news function will be produced from a 7.7 acre site 

(Bounds, 2010). Press releases suggest 500 staff have moved from premises in central 

Manchester as part of “phase one” of ITV’s shift to MediaCityUK (ITV, 2013). One interviewee 

noted that having both ITV and BBC at MediaCityUK was beneficial in terms of “talent” 

attraction (B121).  
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Investment Attraction 

 

MediaCityUK has the stated ambition to develop into a global media hub. Hosting globally 

significant firms is, therefore, a key element and signal of success. The importance of attracting 

globally recognised players is also reflected in the following conference note by Johns (2012): 

 

“This paper uses the example of MediaCityUK – a politically motivated cluster 

(re)development that aimed to construct a ‘global’ media hub ... This paper presents 

an example of a failed attempt to attract multinational firms and questions the 

implications for a mature media cluster continuing to operate primarily within 

national economic systems.”  

 

Cook and Johns (2011: 191), citing a property developer, noted the following quote regarding 

investment attraction at MediaCityUK: “We have been getting out and talking to businesses. If 

we can do this well we can bring in CBS or Disney or Microsoft or Google or Yahoo …”At the 

heart of Johns’ (2012) critique, however, is the idea that MediaCityUK has perhaps 

miscalculated in trying to attract global capital, and instead, may have found it more propitious 

to support the development of smaller firms already in the north-west region (the network 

highlighted by Johns, 2010).  

 

Data collected for this thesis also shows that attracting firms to MediaCityUK, appears to have 

been a challenging task (especially given the onset of the recession). One interviewee with 

proximity to the investment attraction process for MediaCityUK, spoke of six to eight week 

global selling tours that sought to secure inward investment (B109). Alongside government 

trade bodies, conversations with potential investors across North America, as well as with 

prospects in India and China were held. While progress has been slow, it has been reported 

that promising discussions with major international firms were repeatedly held (B109). For 

instance, conversations with a North American media outlet, that has an existing UK presence, 

was mentioned by one of the interviewees. The firm, with a leadership team including personnel 

originally from the north-west, sought a new location, given capacity constraints at their existing 

UK site (B109). Conversations with the firm were seen to be encouraging, though, like in a 

number of other instances, a firm commitment is yet to emerge. 

 

While challenges in the global economy have made for tentative investment decisions, one 

interviewee cited a lack of strategic fit for some firms as an obstacle, furthermore. In this 

respect, North American television producers, unfamiliar with a large public-sector broadcaster 

present in the market, resisted moves to be close to the BBC, given the BBC’s public funding. In 

this sense, why would an international broadcaster locate in a facility to pay rents to support a 



132 
 

precinct that has been substantially tailored to the demands of an existing state-backed UK 

broadcasters? (B109).  

 

Interviewees from technology companies already engaged at the precinct, expressed that 

MediaCityUK has piqued industry attention and presents a novel opportunity. One interviewee, 

representing a global technologies company, noted that the organisation has only one other 

global location where it engages as it does with MediaCityUK; testing and developing products 

alongside the sector before market roll-out (B106). A further interviewee, representing another 

global communications company, noted how the gravity of the MediaCityUK initiative puts 

Manchester on the map for senior firm executives (B110). Others similarly noted that the 

“visibility of the north-west” has increased markedly because of MediaCityUK, suggesting that 

activities in the region would have been “opaque” to the North American digital industry prior 

(B106). 

 

Strengthening digital presence through new firm attraction is a work in progress at 

MediaCityUK. One interviewee suggested that strategic fit was perhaps better for digital than for 

the media and broadcasting sector (B109). However, managing expectations as to the nature of 

investment, a further interviewee, who works closely alongside the  digital sector and previously 

worked for a global technology firm, noted that for some of the “big North American firms ... 

engineering would not be run away from the home country” (B111). The interviewee also 

suggested that for a big technology firm “media firms [may be] seen as irrelevant”, even if they 

are involved in some content areas (B111). “For [major North American firms] ... will they come, 

why would they, and would they be in the community [at MediaCityUK] if they did come?” the 

interviewee noted furthermore (B111). Offering an example of this in the UK context, a North 

American firm with a UK head office in the south of England is regarded as a “big operation”, 

but in “sales” and marketing, not engineering or product design.95 

 

In terms of the investment proposition communicated, lower wages in Manchester are seen to 

be important. Rentals, however, are less of a selling point and “comparable” with other sites 

(B109; Cook and Johns, 2011: 195). Outlining the supply chain and logistical benefits of 

MediaCityUK further infused the selling approach: “look, a lot of your supply chain is here in 

Manchester already”, commented one interviewee (B109). Interviewees regarded the major 

locational logic as hinging on who is at MediaCityUK and thus who can entrant firms benefit 

from working with or for (B109). Whether MediaCityUK will lose its shine and uniqueness over 

time, coupled with the idea that investment needs to happen sooner rather than later, was 

raised by one interviewee (A112). In this respect, a “MediaCityUK effect” was noted, reflecting 

                                                 

 
95 Some support/contact centre functions, for this firm, already appear to be carried out at a business park in the 
Manchester city-region. 
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the perception of a time-limited window to attract investment. Other interviewees, however, 

regarded MediaCityUK as a more enduring proposition (B110). 

 

Investment attraction also provides for reflection on the role of varying promotional and backing 

partners. In this respect, and though a non-binding MoU has been signed between the 

developer and public bodies (B109), it may be interesting to trace whether a tension exists 

between a commitment to the media and digital sectors and a desire by the developer to fill the 

space so as to maximise rental income. With government funding front-loaded at an early stage 

(based on “due diligence” (B109)), the deal for the public sector, who came to the initiative with 

specific industry development objectives, critically hinges on retaining a sector focus.96 

 

Mediating the Nexus 

 

Drilling down into the sector-territory nexus in more detail, the role of key mediating actors and 

the explicit planning and configuration approach adopted at MediaCityUK, reflect intentional 

actions to access and anchor major media and digital firms. 

 

University of Salford 

 

Some of the technologies and communications companies cited earlier have brokered their 

engagement in MediaCityUK in a novel manner – routed through an alliance with the University 

of Salford. The university, considered alongside the BBC as an anchor tenant, has invested 

substantially at MediaCityUK in order to strengthen its business school capacity, as well as its 

role in the digital and media sectors. The university’s presence at MediaCityUK includes the 

provision of facilities for product testing as well as establishing and negotiating access to 

students and researchers. This is purportedly attractive for firms in terms of product 

development and opens a potential human capital channel. An important role is thus played by 

the university, given the experimental and fast-evolving nature of the digital sector.97 

 

As well as providing a facility and resource, the university has an apparent role in brokering 

networks across MediaCityUK. Indeed, university leaders have been involved in firm promotion, 

communicating the vision for MediaCityUK and testing the appetite of the market. Interviewees 

discussed this in terms of the university’s “convening power” and the “neutral space” provided 

for the industry (A112). The university is thus seen to provide “a safer and easier way to 

engage” with major media and technology firms at the precinct (A112). Furthermore, 

                                                 

 
96 Interviewee reference code withheld for reasons of anonymity. 
97 Where initial product testing and short market life-cycles are defining. 
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interviewees spoke of the collaborative projects taken up, including working together to attract 

research funding.  

 

Pointing to the networked nature of the industry, moreover, comments have been made about 

the conduit role played by global firms engaging with the university at MediaCityUK. In this 

respect, one firm has steered its own network and supply chain to the collaborations being 

developed at MediaCityUK, resulting in collaborative activities emerging at the site (A112). One 

interviewee, a step removed from the university’s engagement at the precinct, supported the 

idea that the university has an important conduit role to play, but intimated that further steps are 

required (B111). Here, the challenges of working with university administration and the need to 

closely monitor and anticipate the needs of industry were remarked upon. 

 

From an economic development perspective, it should be noted that the footprints of the global 

firms working with the university, are, at this point, small or limited to particular projects. 

Nevertheless, the university engagement provides a low-risk channel for such firms to offer an 

innovation input to the cluster (for instance, students and supply chain firms working with the 

latest digital and media tools). However, such initial steps do not rule out that stronger firm 

footprints may be developed over time, with one participant suggesting that a project basis 

represents a likely basis for engagement with further global firms (A112). 

 

Planning MediaCityUK 

 

Setting out the infrastructure, design and layout of MediaCityUK to meet the likely demands of 

the global digital and media sectors was pointed to by research participants (B111). In this 

respect, interviewees noted that high-tech facilities, including strong broadband capacities to 

facilitate data transmission, have been provided across the precinct. In some areas, the design 

approach goes down to granular office layouts to allow for “cube” spaces that are seen to 

enhance innovation. Additionally, reflecting the range of locational preferences, flexible floor 

plates have been provided. A range of location options for small firms, providing stepping 

stones for firms as they grow at the precinct, are now also provided.98 The physical form of 

MediaCityUK vis-à-vis the campus-style developments observed in other tech clusters, 

epitomised perhaps by Silicon Valley, may be relevant to digital-sector growth given 

observations of locational patterns. Though natural amenities, such as sunshine hours, are 

somewhat more limited in the north-west of England, is there an operational and logistical 

benefit to campus-style developments? Will this act as a constraint on MediaCityUK in any way, 

or does MediaCityUK actually satisfy these requirements in some form? 

                                                 

 
98 Following an initial constraint identified (due to lack of options). 
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Media and Digital Networks 

 

Shaping the development dynamics for MediaCityUK, in addition to the practices 

aforementioned, are the competitive and spillover effects drawn from the wider economic 

geography of the media and digital sectors (across the UK and globally). In this section, London 

effects and the challenges posed by wider digital and media concentrations are brought into 

view. 

 

Manchester’s Media and Digital Economy 

 

A common instruction for cluster development proposals is to build on existing strengths and to 

not attempt to invent industries from scratch. In this respect, Manchester is well placed, as prior 

to MediaCityUK, the city-region had substantial media and digital economies. While much of this 

existed in the form of small enterprises, Granada’s activity in the broadcasting sector was seen 

to be an important anchor (B109). 

 

In addition to MediaCityUK, other creative clusters now exist within the city-region. For instance, 

the “Sharp project”, which positions itself as providing start-up and incubation space for small 

digital content firms at low cost, is a notable initiative in the east of Manchester. Additionally, the 

Northern Quarter, a regenerated area but not an intentional cluster as such, has been regarded 

by commentators as an example of natural industrial resurgence, whereby small firms have 

utilised affordable central locations (A112). While varying market propositions are given by the 

three clusters, by focusing on investment from firms at different levels, one interviewee 

suggested that there is somewhat of a “fishing in your pond” sentiment with respect to 

MediaCityUK and the Sharp Project (A112). Across the wider North-west, the Baltic Triangle in 

Liverpool is also positioning itself as a noteworthy initiative in the creative sector space, but with 

a distinct orientation to smaller firms within the creative sector (Cook and Johns, 2011).99  

 

Manchester, London and Other Cities 

 

As with financial services, London is the UK’s major creative, digital and media cluster. What 

effect does this pre-eminence have on the ambitions for MediaCityUK? What does the centre of 

gravity in London mean for the sector across the rest of the UK? Interviewees regarded London, 

and the wider M4 corridor (B106), as a “big problem” in terms of attracting activities up to the 

north-west (B109). Heritage in the sector was posited as a key influence here, suggesting 

                                                 

 
99 http://www.baltictriangle.co.uk/about/ 
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MediaCityUK has “to go against 50 or 60 years of London being a media capital”. As a 

consequence, “some would just want to be in London”, one interviewee remarked (B109). 

 

Additionally, perceptions of labour market dynamics were seen to be germane. It was 

suggested by one interview, for instance, that Manchester was still viewed largely in terms of a 

location suitable for administrative or support work, rather than leading-edge creative-sector 

production (B109). A further interviewee noted that labour pools were “not the same as London” 

but, as guided by an initial labour market “scan”, found that the labour market in Manchester 

was “sufficiently robust” (B121). It was also noted that media is insular, so “people in London 

[may not be] aware of what we are doing” (B121). Pointing to the role of public bodies, Cook 

and Johns (2011) remark, moreover: “The MediaCityUK development … is fundamentally driven 

by a London-based locus of decision making”. At a more general level, London’s innovation 

ecosystem, the concentration of sector headquarters, and global air connections were seen as 

strengthening London’s global hub role. Again, parallels with the financial services sector can 

be readily drawn here.  However, optimism was expressed that such perceptions are changing, 

with one interviewee suggesting that if you are going to “spend money you will have to shift 

focus out of London” (pointing to cost pressures in London) (B109) 

 

Relative considerations differ, however, when looking at the second-tier city level. In this sense, 

a range of UK cities identify the media and digital sectors as growth drivers. For instance, 

Sunderland, again mediated by a university initiative, is positioning itself in the software 

development space. Additionally, with a broadcasting cluster at Pacific Quay centred on BBC 

Scotland and STV, an industry-building initiative can be observed in Glasgow. 

 

Economic Development Impacts 

 

MediaCityUK is in a nascent stage, thus it is too early to judge what the precinct’s economic 

development impacts will be. As remarked prior, attracting major global firms and connecting to 

the labour market has been a slow and thorny process to date. While Johns (2012) treats 

MediaCityUK as a “failed” experiment, and while others question the wisdom of government-

sponsored cluster initiatives (Overman, 2011), success for a project of this scale should be 

measured across the medium and long terms, giving scope to consider wider capacity-building 

possibilities. Additionally, questions about MediacityUK’s role within the wider Salford economy, 

and whether greater labour market integration can be achieved, are likely to be persistent 

questions from politicians and civil society groups especially. Seeing MediaCityUK evolve into 

an “island”, detached from neighbouring areas, is not the public policy outcome sought. In the 

spirit of affording reasonable gestation periods for evaluation, it will also be over the medium to 

long term when we will be in a position to assess whether MediaCityUK has allowed 

Manchester to emerge, in any form, from London’s shadow in the digital and media sectors.   
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Summary 

 

This section has laid out the context of MediaCityUK and has illustrated the attempts at firm 

attraction and investment that have taken place to date. While challenges in the broader global 

economy has clearly heightened investor wariness, and may explain a number of the potential 

(but not realised) investment signs indicated by interviewees, the chapter points to a range of 

complexities in industry and firm networks that shape development possibilities for 

MediaCityUK. In this respect: one, changing media and digital arrangements at a global level; 

two, the treatment of the BBC vis-à-vis other private-sector organisations; three, the 

complexities of connecting media to digital firms (with significant cultural and institutional 

barriers); and four, the mediating and conduit role played by the university, all set parameters 

for the firm-territory nexus at MediaCityUK. Additionally, London’s role in the digital and media 

sectors can be observed to shape the range of activities that are able to locate in Greater 

Manchester. This can be determined ex-post and ex-ante; in terms of the BBC’s existing 

activities at MediaCityUK and the comments of interviewees speaking about the locational 

logics underpinning the wider media and digital industries.100  

 

5.3 Themes and Patterns  

 

Starting from the position of individual urban projects, the aforementioned case studies on the 

Leith Docks and MediaCityUK have looked at how integration with multi-location firms are 

emerging and being attempted. This has been a forward-looking assessment, asking questions 

about investment scenarios, thus steering attention to how global production economies can be 

accessed. By starting with a delimited territorial setting, different factors and events come into 

focus when considering firm-region integration. The focus of this chapter also offers an 

alternative lens on urban regeneration activities. In this sense, rarely do translocal conditions 

factor into how we think about regeneration projects, other than to reflect on abstract 

macroeconomic shocks (as has been witnessed in the property market). The key trends and 

patterns that have emerged from the chapter are now delineated. 

 

First, the chapter points to the role of active developers in supporting industry location (access 

in the absorptive capacity framework to follow). In this sense, the roles of Forth Ports and the 

Peel Group come into full glare. Allied to these actors, in some form, are the incentives set out 

by government agencies who take an interest in underwriting the development. In this regard, it 

is useful to recall that in both Edinburgh and Greater Manchester, the two development sites 

                                                 

 
100 This section has, of course, looked at multi-location firms. However, the population of small firms must also be 
considered from a wider regional economic development perspective. 
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have long been an urban policy concern. It is also shown that the business focus of developer 

organisations shapes the nature of cluster development. Indeed, Edinburgh’s push to attract 

offshore wind has only become tenable following a buyout by an infrastructure company and a 

consequent switch toward core port business. For MediaCityUK, questions have been raised 

about the commitment of the Peel Group to the media and digital sectors, relative to focusing on 

a fully tenanted development area. The role of connecting actors - those who link firms with the 

development site in some form - is further apparent from the case studies. With respect to 

MediaCityUK, the university plays a strategic coupling role with global digital firms. A more 

circumspect landscape exists in Leith, with industry bodies and economic development 

agencies acting to smooth the frictions possibly faced by inward investors where they have the 

mandate. 

 

Looking at the multi-location firms more explicitly, it is apparent in both places that diverse 

entities are entering and participating in the sectoral landscapes. In offshore wind, nuclear 

energy operators are active; in media and digital, former distribution firms are leveraging 

substantial technology-based infrastructures and moving to business approaches that support 

unique content provision. These convergences perhaps reflect industries not in their maturity, 

where production routines are fixed and commonly known, but subject to repeated evolutions. It 

is clear in both case studies, when interrogating actor make-up further, that public (or quasi-

public) organisations comprise part of the multi-locational actors that are shaping, or may 

shape, each precinct. The case of MediaCityUK is self-evident, given the anchor firm role 

played by the BBC, while for Leith, European multi-location firms such as Areva benefit from 

substantial state backing. Across the cases, a varied set of multi-location interactions, from one 

of pure business calculation, to one of hybrid operational logics (involving political 

considerations) can thus be pointed to. Such hybrid organisational natures, will shape how, and 

if, entities both access and anchor at a development site. 

 

A significant ongoing question pertains to the supply chain and employment effects likely to 

follow the investments made by multi-location firms in both cases (an issue of diffusion in the 

framework developed in Chapter 6). For MediaCityUK, optimism surrounds the benefits that 

small firms may glean from connecting into the supply chains of the BBC and ITV. On the other 

hand, complaints have been aired that the residents of Salford are gaining little - leading to 

questions as to whether MediaCityUK is effectively an island. While there are both sceptics and 

advocates, it is perhaps too early to make a definitive assessment. At Leith, development 

proponents widely cite the supply chain opportunities that will follow a committed manufacturing 

investment from a multi-location firm. However, company annual reports point to a possible 

tension in terms of what may be outsourced and retained in house. 
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The place development case studies point to the contingencies brought about by contractual 

processes in shaping economic geographies. This is somewhat obvious, but the practices are 

frequently elided in much of the economic geography literature. In this sense, the nuanced 

personalities, timings and risk considerations (as moments of agency), all inflect if, and in what 

form, a multi-location firm will embed at the place development site. Conditions and factors 

seemingly amenable to multi-location firms must thus be considered as necessary but not 

sufficient. The terms attached to the contract are also vital in assessing firm-region integration. 

In this respect, interviewees in both case studies have pointed to the local economy differences 

that stem from a multi-location firm locating a trial or a product-testing process versus a multi-

location firm situating a full order book. It is clear that the latter will be both more fixed and more 

permissive to local supply and labour market connections. 

 

Competition effects, and the networked geographies of economic production, have emerged in 

both place development case studies. This shapes what aspects of media and digital or 

offshore wind the development sites can access. Competition effects can be distinguished at 

two levels, the effect of London and the effects engendered by other production sites. Like in 

financial services, though perhaps not as starkly, London has a key role in shaping both the 

offshore wind and media and digital sectors. In both sectors, London benefits from an existing 

concentration of firm headquarters and industry bodies. Coupled with the city’s connectivity and 

urbanisation infrastructure (such as airport capacity), a significant centre of gravity is affected. 

This, however, plays out in different ways across the two case studies. In offshore wind, London 

obviously lacks the proximity to resource that port sites offer, however, so as to benefit from the 

wider deal-making and business environment, a number of headquarter functions are present 

there. For media and digital, London, as well as being the dominant centre for production, 

exercises reputational benefits. In this sense, in terms of a rational location calculation, sector 

activities could take place in many UK locations, but opts for London due to prestige. Labour 

market effects work to support this tendency also. With respect to the competition provided by 

other regions, Leith is positioned against sites across the UK (in Kent, Humberside and 

Tyneside, for example), and, perhaps more critically, first-mover production ports in both 

Germany and France. With ports on the European continent operating within public sector 

mandates typically, an uneven playing field results in terms of the tools that can be pursued to 

attract multi-location firms (notably State Aid legislation). In the case of MediaCityUK, 

competition may be exerted from Glasgow and Sunderland in niche areas, however, the scale 

of the Salford development goes far beyond such sites. 

 

In summary, the place development case studies, drawn from an ex-ante perspective on the 

firm-territory nexus, offer an alternative narration of city economy dynamics. The place studies 

direct attention to: one, the contingencies of contract; two, the role of coupling and mediating 

actors; three, competition effects conditioned by inherited institutional legacies; and four, a 
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shifting landscape of industry players and practices. Chapter 6 fashions these factors into a 

conceptual framework. 
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Chapter 6 – Theorising City Absorptive Capacity 

 

 

The previous data chapters, encompassing four case studies, have explored how territories are 

integrated into global firm networks and the impact this integration has on the development of 

city-region economies. In this chapter, drawing on the empirical material given in chapters 4 and 

5, a conceptual framework for city economy absorptive capacity is developed. This is set out to 

provide a clearer outline of the constituent features of the “firm-territory nexus” (Dicken and 

Malmberg, 2001). 

 

This chapter proceeds as follows: first, key features of the absorptive capacity metaphor, based 

on existing literature are introduced. These are linked to phases of the integration process, 

giving a step by step overview of the ways in which embeddedness and the firm-territory nexus 

emerges (embeddedness is conceived here as a process that evolves, rather than a moment 

where embeddedness is achieved). Second, based on the empirical work discussed in earlier 

chapters, a range of cross-cutting processes and conditions that are argued to shape firm-

region integration are introduced. These help to order complexity, and insert evolutionary and 

institutional considerations into the analysis. Third, some contextual examples are provided to 

initially illustrate the proposed framework in application, before, fourth, a discussion is centred 

on the identification of casual mechanisms that appear to sit behind the major movements of 

firm-territory integration. Fifth, a series of conceptual extensions are proposed, which borrow 

terms used in management literatures, to show the various states and moments of absorptive 

capacity. Sixth, and to close out the chapter, a full interpretation of the case study contexts are 

set out, using the extended conceptual framework. 

 

Features of City Absorptive Capacity 

 

A Priori Functional Phases 

 

The concept of absorptive capacity, as set out by Mahroum et al. (2009), and premised on three 

functional dimensions - “access”, “anchor” and “diffuse” - is used in this thesis.101 The following 

introduces the sequential phases of the absorptive capacity framework, showing the integrating 

steps made by firms:  

 

Access – The access parameter contains the notion of reach at its core. In other words, 

of activities a, b, c ... n in the firm, what becomes available or applicable to the city in 

                                                 

 
101 The essential characteristics of Cohen and Levinthal’s (1989) seminal work are captured in these dimensions. 
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focus? Looking at the city economy, access points us to the facets of firm (and thus 

industry) production that a city may plausibly host. Indeed, it is important to be clear 

here once more, that access is considered for the empirical object, the city, but is 

gauged empirically through the activities of firms. Additionally, access for a city 

economy can be built upon a range of starting points. Indeed, as will be shown below, 

London’s access to financial services will take a different form to that for both Edinburgh 

and Manchester. Access, though taking the same functional premise - the ability to 

undertake an activity within a sector - clearly sits differently for firms existing in the city 

of focus vis-à-vis firms yet to arrive in the city. The latter points to access expressed 

through foreign direct investment.  

 

Anchor – The activities that embed in the city-region lay at the core of the anchoring 

parameter. This brings forward a temporal component to the integrations and 

embeddedness of multi-location firms in territorial settings. It forwards the notion that 

embeddedness is never fully achieved, but reflects an ongoing process shaped by 

changing conditions and processes, including sectoral pressures such as cost logics, 

and changing dynamics at place such as rent squeezes (which may disturb 

embeddedness). Indeed, a range of events and processes may be considered as 

potential drivers here, from concessions to lure further investment from extant firms, to 

particular labour market advantages that, being un-replicable, give the effect of locking 

in firm activity. 

 

Diffuse – the effect of anchored activities on the local economy, whether through 

multiplier channels, labour market or information channels, are brought into focus 

through the diffusion dimension. In essence, diffuse captures the idea that because of 

firm x in place in the city, firms and organisations y and z do activities a, b, c ... n in the 

city that they may not otherwise have scope to do in the absence of firm x. This 

parameter thus refers to wider city-economy building as a consequence of the 

interaction of the multi-location firm (that is accessed and, of course, anchored). 

 

The three phases essentially map to different phases of firm-region integration and 

embeddedness in a broadly sequential manner, following the investment process of firms – in 

other words, arriving, settling and doing. While arguing, and illustrating later, that these 

functional phases have a useful heuristic purpose, the boundaries between the phases are not 

clear cut. In this sense, which events and processes anchor a firm in a city may be the same as, 

or deeply reliant on, the events and processes established at the access dimension. 
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Nevertheless, through an analysis of multi-location firms, a view of the integration of a city-

region economy within a spatially dispersed production system begins to take shape.102 

 

In terms of applications to empirical phenomena, questions arise when thinking about variable 

ownership structures. For instance, how does the absorptive capacity framework account for 

international branch plants as opposed to indigenous or head office functions in a city? 

Moreover, supply and demand factors will work through the functional parameters in different 

ways, depending on the industry in question. Indeed, Iammarino and McCann (2013) insist on 

separating out resource from market-seeking integration by multi-location firms (or tradable 

versus non-tradable). Market- and resource-seeking integrations are likely to work through the 

three absorptive capacity dimensions in different ways, as the organisational structure hinges 

on a different logic – seeking consumers or seeking resource to support production for 

consumption in other regions. Of course, making this distinction is not to deny the potential 

feedbacks between the two modes of integration, with the possibility of one leading to the other. 

Such organisational and market variety is accounted for in the applied case studies below. 

 

Integration Domains 

 

Meshing with the functional phases of the investment process, a further three-level typology, 

abstracted from the empirical material, provides a way of filtering in a range of network, 

institutional and evolutionary factors that shape and indeed constitute the firm-region interface. 

These integration domains lead to a richer appreciation of the contingencies affecting firm and 

sector embeddedness. Such a conceptual extension has the effect of converting the framework 

into a matrix, with the columns represented by access/anchor/diffuse, and the rows comprising 

the following dimensions: 

 

Meta – points to the broad spatial configuration of the relevant global production 

network. Meta reflects the broad contours of the sector globally, including its dominant 

locational tendencies. The sector configuration gives a sense of where, for various 

reasons, certain specialised production activities tend to locate and thus shapes 

integration possibilities for the city-region in focus (including what does not locate, or is 

out of reach). The Meta configuration is constituted by institutional and evolutionary 

components in and of itself, established through topological relations, aligning with 

Hess’ (2004) notion of “network” embeddedness.   

 

                                                 

 
102 This compares with a single site firm, where an understanding of inter-regional supply and demand connections 
would, for example, be required to build an understanding of sector-region integration. 
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Mediating Channels – refer to institutional and evolutionary factors active within the 

city-region in focus that condition and shape direct practices. At the mediating, the meta 

has already set the activity parameters, typically. The operation of mediating channels 

will be particular to each city, though the channels, by their nature, will not necessarily 

be unique. The notion of a mediating channel requires further disaggregation, as both 

industry and place sides of the integrative process need to be reflected. Moreover, two 

sub-channels can be outlined as follows: inherited – pointing to historic and path-

dependent conditions. These factors are immutable in some respect; and calculative – 

reflecting rationales, intentions and epistemic communities (logics). These factors are 

mutable in some respect. Scope is also given in the analysis for transition factors that 

embody elements of both inherited and calculative practices. A more detailed treatment 

of mediating channels is given below.  

 

Direct – refers to the practices and activities involved in meshing firms and regions 

together. Activities can stem from the firm or place side (councils and government in 

terms of the latter, acting on behalf of the city), but typically involve the engagement of 

actors, be it intentionally or inadvertently, from both sides in some form. The direct layer 

is free from abstraction, and hinges around the contracting processes and associated 

events that engender firm-territory integration. Direct is thus established at the level of 

“practice”.103 

 

It will be shown that the direct and meta are connected through the mediating channels, though 

it is an empirical question as to the extent and the ways in which mediating channels fashion the 

link. Specific actors may be present and identifiable across all three layers, though actors will 

have greater prominence through mediating channels and at the direct. Indeed, actors are 

necessary at the direct, given the focus is on practices that give effect to integration. Actors with 

substantial market power, such as full service banking organisations, may be present and 

identifiable at the meta as well (as they effectively structure the nature of the global sector). 

 

Figure 6.1 brings together the absorptive capacity framework of phases and integration 

domains. Focusing on the access-mediating relationship, as a matter of demonstrating 

conceptual coherence, it should be recognised that activities may still be unattainable, but not 

due to the meta configuration (in essence, they are not out of reach as such). In other words, 

though the global sectoral configuration may suggest that a firm activity is available to a city-

region - with other second-tier financial centres housing the activity, for instance - institutional or 

evolutionary factors particular to that city-region may have the effect of preventing integration 

                                                 

 
103 In terms of the critical realist framework, as discussed later, the direct is necessarily empirical. 
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from being realised.104 Land taxes or rents can be given as a hypothetical example here. Where 

activities are “in reach” at both the meta and mediating, differences between what actualises 

may reflect nuances of individual contracting processes and the personalities of the individuals 

party to the negotiation.  

 

The framework developed here asserts some necessary logics and relationships. First, for there 

to be direct-access, activities must be in place or at least close to being in place (there is active 

negotiation in other words). That is, direct manifests in the actual commitments firms make to 

place. Second, it is argued that the meta cannot impact the direct without the mediating 

channels, other than to place some activities beyond reach (by excluding certain sector 

activities from the scope of the city, at the access interface). Of course, the mediating will 

impose varying inflections on how the meta translates into the direct – from minimal to 

significant. Third, it is contested that the meta puts strong limits on the direct, at the access 

phase. Reflecting a structure-agency tussle, however, in some circumstances activities can 

emerge from the direct, act through the mediating channels, and impact the meta.105 Generally, 

for second-tier city-regions, however, where the direct exists, it necessarily follows that the 

mediating channels and the meta must also be established in some form (causality in the 

framework is considered further below). Fourth, activities out of reach by virtue of the meta 

configuration, are, as already hinted at, specified at the meta-access position.  

 

However, one exception can be pointed to - access to diffusion without anchoring. In some 

cases, through alliances or other collaborative structures and approaches, modes of diffusion 

can occur without a global firm having a footprint (or being anchored) in the city context of 

concern. At MediaCityUK, for example, it is apparent that a small number of multinational firms 

engage with the university, providing technology and skills training, but do not have physical 

footprints. 

 
 
  

                                                 

 
104 “Potential” from “realised” absorptive capacity is distinguished later in this chapter. 
105 Reflecting an instance where a generative mechanism may not be perceived or actualised. 
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Figure 6.1: Basic Absorptive Capacity Framework 
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Detailing the Mediating Channels 

 

The nested table within mediating channels in Figure 6.1, though broadly sketched out in the 

preceding introduction, requires further elaboration. Figure 6.1 shows how each of the access, 

anchor and diffusion dimensions - the investment phases of firm-territory integration - are 

shaped by inherited and calculative factors particular to the city of focus. Furthermore, these 

can be broadly decomposed into place-based and sector-based factors. Such factors sit above 

the direct, the practices that give effect to the integration, at the same time as they lay within the 

sector frontiers set out at the meta level (which reflects the broad spatial configuration of the 

industry). Therefore, a consideration of firm-region integration, drawing attention to particular, if 

not unique, sector- and place-based factors is given at the mediating level.  

 

This provides a level more abstracted than the particularities of individual investment processes 

at the direct, while more nuanced than the broad positionalities offered by the meta network 

configuration. Indeed, it is at the mediating level that the attributes of specific places are first 

inserted into the analysis. At the meta, the specificities of place are effectively consigned as 

noise within the broad global structuring networks. The network layer - the meta - however, fails 

to draw out why, at similar “hierarchical” levels within the global financial services industry, the 

nature of (say) financial services in Vienna differs from Edinburgh and Munich. To tell a story 

about the integration of sector x in city y, a deeper, place-sensitive focus is needed. 

 

The following axes set out the key factors and relationships shaping firm-territory integration at 

the mediating layer, as set out in Figure 6.1: 
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 Sector-Inherited – Existing industry stocks, plus reputational and heritage factors 

present at the city level. This includes inherited logics that have previously and continue 

to bind or link the city to the sector. 

 Sector-Calculative – Changing logics and modes of firm organisation and 

management that permit certain industry activities to integrate at the city-region in 

focus. Here, the activities have already been delimited by type at the meta, with this 

mediating channel reflecting how calculative judgements can enhance or diminish the 

integration possibility for the delimited activity range.106 

 Place-Inherited – Largely immutable conditions of the city economy context, including 

features such as time zones, natural amenities and land-planning traditions germane to 

sector linkages. 

 Place-Calculative – Largely changeable city-side conditions that include economic 

development strategies and investment attraction programmes. It is at this level that 

“strategic coupling” can be identified most obviously perhaps, as city representatives 

seek, with intentionality, to gear the city to the needs of dominant firms within a sector 

(Yeung, 2009; MacKinnon, 2011). 

 

Sector and place are divided in the table for expositional clarity as two essential sides of phased 

integration. Inherited and calculative are presented as key to the mediating, based on the data 

analysis of earlier chapters, which showed, across the cases, a tension between the structures 

of the past continuing to condition city-region economies, and the changing logics, decisions 

and agendas - the calculations – which also shape integration. The cases further showed that 

inherited and calculative could emerge from both place and sector sides. In this sense, place-

calculative looks at how place-based policy levers seek to condition the environment to better 

embed an industry. For example, the Manchester financial services case study pointed to the 

intentional design of Spinningfields to support operational activities in financial services that 

increasingly require large floor plates (Manchester City Council, 2010). Similar rationales likely 

underpinned the development of Edinburgh Park in the west of the city, given the scarcity of 

office developments in the city centre. Analogously, sector-inherited steers attention to the 

legacy and reputational effects of an industry at a particular city, looking at both physical and 

intangible assets present at the city level. This is a potent vector shaping Edinburgh’s financial 

services sector, with heritages in banking, asset management and insurance playing a critical 

role in cementing employment concentrations (A106; A123). Additionally, the existing creative 

                                                 

 
106 In essence back office operations falls within reach for Edinburgh and Manchester (the meta filter), but “centres of 
excellence” and “nearshoring” reflect particular management choices in organising such operations activities, thus 
affecting the scope of such activities locating in the two cities. 
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and digital clusters in Manchester provided foundations for the development of MediaCityUK (in 

terms of Granada’s heritage and existing human capital stocks) (NWDA, n.d.). 

 

Across these relationships, a range of supporting and friction-creating actors may be brought 

into view, alongside the embedding firms. These actors will include industry associations and 

chambers of commerce, along with planning groups and economic development officials within 

councils. Also, at the mediating level, scope for actants can be considered. In this sense, 

objects, policy positions, rules of law - all non-human but effective objects and devices that 

shape the process of firm-region integration at the layer of mediation - can be accommodated 

within the integrative framework. 

 

Framing analysis through the chosen categories may raise questions about dualisms - how can 

sector and place be separated in an integrating framework? This can be managed by, first, 

recognising the recursivities between sector and place, and second, positing factors under each 

category according to actions or levers and motivations to act. Even if action is contingent, 

based on multiple actors, the categorisation holds if the actor is a dominant party to the action. 

In this sense, different intentionalities will exist on the place and sector sides. 

 

Moreover, recognising the fluidity of categories, the term transition in the nested table indicates 

inbetweenness in terms of both “inherited” and “calculative”, and “sector” and “place”. “Labour”, 

for example, has a key bridging role to play between the sector and place factors that underpin 

firm-territory integration. This goes back to one of the key challenges of economic geography - 

whether firms precede labour or whether labour stocks precede firms (Storper, 2013). A 

pragmatic answer is that both are likely, thus, labour needs to sit in a transition category, 

reflecting its inherent connections to, and shaping by, both industry and place. Labour also sits 

in a middle ground between inherited and calculative because, to some extent, labour stocks 

reflect a pre-given set of factors, as well as a set of factors that seek to change and mould the 

stock (in terms of labour market policy, for example). A number of the case studies illustrate this 

point. For example, at Leith Docks, labour exhibits both inherited and calculative qualities, given 

the ability to transfer technical skills from the existing oil and gas sector (inherited) and the need 

to develop human capital specific to offshore wind so as to support the manufacture of state-of-

the-art wind turbines (calculative) (Scottish Enterprise, 2011). In terms of the Edinburgh 

financial services case study, furthermore, the calculative - the provision of actuarial skills from 

Herriot Watt, where close links with employers are promoted – works alongside the inherited - in 

terms of the long-running actuarial tradition in the city and the embedded insurance activities 

that sustains demand for technically-equipped labour pools. Like the other factors noted at the 

mediating level, labour may be active at all or some of the a priori phased dimensions (access, 

anchor, diffuse), depending on the case study and the nature of the integrative process. 
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As the meta pertains to global industry orchestration, while the direct refers to the nuances and 

idiosyncrasies of particular transactions and integrating activities, policy interventions will occur 

at the level of the mediating most obviously. An exception to this is where a local authority is 

party to a MoU, for example, which is best considered at the direct level, as the local authority is 

effectively party to a transaction. 

 

City Depth Mechanisms 

 

The aforementioned overview of the mediating channel highlights the relevant abstracted 

categories regarding the particular characteristics of city-region economies (institutional and 

evolutionary) that shape integration with a global production sector. However, it is ultimately 

static, listing factors that have varying influences at a point in time for particular investment 

moments.  

 

To introduce a dynamic component, one must acknowledge another class of mechanisms that 

may accrue through city scope and size. Specifically, city depth processes refer to clusters, 

innovation systems and agglomeration processes that produce dynamic effects stemming from 

co-located activities at the urban scale. These processes have critical evolutionary inflections, 

with positive effects arising from cumulative causation. Alternatively, negative effects may be 

brought about through rising externality costs. City depth processes inflect the mediating 

channels throughout, generating a dynamic and temporal edge to the operations of such 

channels. In this sense, agglomerations and clusters point to effects that are greater than the 

sum of their parts, and effects that serve to condition the factors and drivers behind firm-territory 

integration. Of course, as economic geographers have long contested, such effects may, over 

time, weaken as well as constrain regional economies (Potter and Watts, 2011), while there is 

vigorous debate as to the relevant “scale” or “density” at which such mechanisms take effect 

(Rosenthal and Strange, 2004).  

 

The dynamic city depth processes proposed here mimic Todorova and Durisin’s (2007) 

reappraisal of the absorptive capacity concept in the innovation-firm literature. Rather than built-

up knowledge held by the firm feeding back to allow more external knowledge to be accessed, 

in the context of city economies, the built-up stocks of the sector feed back to allow more of the 

externally dispersed sector to possibly be accessed. Such a conceptual translation, across 

empirical objects to the city, may be problematic in some cases, however. Indeed, crowding-out 

effects, through pressures on both wage and land markets, may create difficulties in terms of 

the dynamics that further financial services investment poses for a city economy. 

 

Observations from the data collected - referring to depth of labour markets, transactions 

between firms (supported by proximity), and the ongoing awareness of the financial centre 
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within the industry - all hint at the operation and effect of depth processes. Furthermore, 

testimony from interviewees concerning the role of key headquartered and anchor firms in 

particular contexts, may point to triggers pertaining to city depth processes. Hypothetically, 

indeed, if major firm x leaves, what happens to firms a, b and c who share labour and 

participate in transactions with firm x? Such a concern has been raised by Jeremy Peat, on the 

future of major institutions in Edinburgh. Peat (2015) notes that while a focus on headquarter 

roles per se is not the key issue, it is the range of supporting and ancillary roles, within the firm 

and across the supply chain, which should be the key focus for sector development. This holds 

for insurance and pensions activities, for example, where substantial operations functions are 

run from Edinburgh due to their proximity to major, headquartered firms (A101). Additionally, 

such major insurance and pensions entities would appear to support, through transactions and 

labour market churn, firms based in Edinburgh operating in the wrap and platform parts of the 

market. At stake here, therefore, is not that the firm headquarters are in Edinburgh as such - 

though this can clearly be helpful - but that large embedded firms bring with them and sustain a 

range of supporting jobs, meaning any significant reduction in activity can lead to deleterious 

effects on the local economy. It is, however, a complex endeavour to determine the full weight 

and significance of such processes, or to identify the point at which depth triggers become 

activated. In essence, with what number and nature of functions exiting will a downwards job 

spiral be set in motion? 

 

In summary, city depth processes are posited to illustrate the evolutionary nature of city 

economies, giving scope to incorporate dynamic scale economies as well as feedback signals 

to later-stage investors (that may lead to cumulative causation). Accommodation is provided in 

the absorptive capacity framework for their operation within mediating channels, rather than a 

definitive assessment of their existence and weight. 

 

Illustrative Contexts 

 

A wider set of examples taken from the case contexts serves to show the conceptual framework 

in use.  

 

Looking at anchoring in each instance necessitates a view toward activities at the access 

dimension, as consistent with an investment sequence (the investment comes, then it is fixed to 

some degree). Changes to access conditions, in other words how a firm unit in a city plugs into 

its national or global firm structure, will create a tension with different forces acting in the 

anchoring dimension, such as the firm unit’s engagement with the local property market. 

Breaking leases, or downgrading or upgrading in the property market may be events that 

plausibly manifest from an access change, for example. With respect to meta-mediating-direct 

linkages, on the other hand, risk management trends and the veracity of cost logics affecting 
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decisions of firms to move, all somewhat set at the meta level through global industry best 

practice, filter down to condition the direct-anchor interface. 

 

As concerns diffusion, varied linkages are also at play, taking a different form and character. In 

this sense, linkages across the dimensions are again necessitated by the access and anchor 

dimensions prior. In this sense, a medium term commitment to an area by a firm, reflecting fixity 

of firm location (anchor), may provide opportunities for a wider set of local suppliers to find 

channels to engage in the firm’s procurement practices. The connections from the meta are 

likely less pronounced in this dimension than at access. However, practices such as “Big 4” 

(PwC, Deloitte, KPMG and Ernst & Young) advice around outsourcing back-office practices to 

local suppliers reflect an instance of meta level trends - industry best practice - filtering down to 

activities at the direct-diffusion interface. The mediating channel here would be the role of 

regional Big 4 offices in Edinburgh and Manchester, acting as a conduit for information. In this 

sense, professional services reflect a critical component of the financial services industry’s 

supporting landscape.  

 

The key horizontal and vertical logics foreshadowed here are addressed in more detail, across 

the case studies, later in this chapter. 

 

Varied firm and city phenomena can be accommodated within the logics set out. Take 

differences in firm-region integration in terms of headquarters as opposed to branch units, for 

instance. A HQ is more likely to reflect strongly anchored activities. However, contingencies 

nevertheless exist at the access dimension, in terms of what control activities can be centred 

within, for example, Edinburgh and Manchester as opposed to other financial centres. Many 

business functions are exposed to this. Again for example, HQ respondents in both core cities 

spoke of certain specialised functions needing to be in London due to access to institutions or 

labour market specialisations. In this sense, Edinburgh and Manchester’s access to the firm is 

guaranteed by the HQ in some form, but access to particular high-value activities still lay 

beyond the scope of the cities.  

 

Moreover, changes over time affect the access-HQ issue. Looking at public documents 

concerning RBS, for example, a concern is clearly emerging that, as regulatory measures 

unfold, key senior executives within the bank are spending more and more time in London so as 

to ensure proximity to the decision-making processes (being pursued by the regulatory 

agencies). This was perhaps less of a concern during the long boom, but has manifested 

somewhat starkly following the downturn and nationalisation events set off by the financial 

crisis. In this sense, the London pull, by virtue of government agencies, not industry 

concentration, points to a deep tension in terms of Edinburgh’s ability to anchor substantial 
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high-value financial services activities in the city. Indeed, what was once in reach for a city can 

quickly fall out of reach as industry pressures reconfigure global sector networks. 

 

For a branch office, where an HQ exists beyond Edinburgh or Manchester, somewhat different 

access and anchor dynamics are at play. In this sense, the most obvious decision centre is 

located away from the city of interest, meaning the branch office is likely to either reflect 

(crudely), one, an historical legacy, for example, an acquisition made by a previous 

management group within the firm; or, two, a calculated location commitment set within an 

intentional firm strategy. There is evidence from the Edinburgh and Manchester case studies to 

suggest both have had effect. 

 

Within the financial services case studies, and the MediaCityUK case to a lesser extent, sub-

sectoral diversity can be seen to shape city-region absorptive capacity. Asset servicing and 

asset management provide useful illustrations here. Starting with access, it is clear from the 

empirical material that quite different logics are at play. For asset management, access is 

offered to existing players by the “roadshows” that bring heads of companies to the city, by the 

location of asset pools in the city (wealthy individuals offering a retail market, for example), by 

talented individuals in the labour market, by history, and, related to the latter, by the reputation 

that the city has built up in fund management. For asset servicing, on the other hand, cost logics 

in both labour and rental markets, coupled with technological competencies, lay at the core of 

what activities multi-location firms perform in the city. Moving on to anchoring, one can observe 

the continuing resonance of some of the aforementioned access factors that translate over. 

However, there is generally greater commonality with respect to the “fixity” of factors across the 

sub-sectors. In this sense, labour pools are both significant (though typically different in nature - 

asset management, senior and reputational rank; asset servicer; labour pool scope) while a 

recursive servicing-management feedback loop is established through the transactions that 

asset managers conduct with asset servicers (public material shows this in terms of Citigroup 

acting for Standard Life and State Street acting for F&C, for example). Indeed, a number of 

Edinburgh-based interviewees noted the benefits to fixity that come with having asset servicing 

located close to the asset management business (even if proximity is not strictly necessary) 

(A114). Anchoring differences, however, may appear in property market activities. In this 

respect, asset servicing requires typically larger floor plates and less prestigious locations than 

asset managers107, so frictions may arise between company growth aspirations and the 

responsiveness of different office market areas. With respect to diffusion, the transactions 

between asset managers and asset servicers is a clear effect translating from anchoring. In this 

sense, the transaction both fixes the activity and allows the city economy to capture the extent 

                                                 

 
107 Though amenities were pointed to by some asset servicing interviewees. 
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of the linkage. Furthermore, differences in the nature of diffusion emerge. For example, asset 

servicers may, through CoE’s, plausibly have scope to form bespoke supply chain 

arrangements (perhaps around specific technology and operational infrastructures). For asset 

managers, diffusion may arise in contracts with consultancy firms, for example, who can advise 

on different product and regulatory positions, or with legal firms, who, for example, can advise 

on the filing requirements associated with setting up a new fund.  

 

Looking at asset servicing and management illustrates how a financial centre develops on the 

basis of very different industry activities and logics, while pointing to factors that have a 

common, across sub-sector impact108. The example also points to the non-dualistic nature of 

the functional dimensions. In this respect, though access, anchor and diffuse have a unique 

functional core, factors that make up the access dimension can also be relevant to anchoring, 

while anchoring factors can similarly translate to diffusion. 

 

The place-based case studies developed also illustrate the conceptual framework’s analytical 

value, revealing the complexities of embeddedness. Taking the Leith Docks development, and 

the attempts to lure offshore wind manufacturing and assembly, for example, a series of 

contingencies can be mapped. Looking across the dimensions, the matter raised in the 

interviews about distinguishing firm establishments for a pilot versus a full order book, provides 

interesting nuances by which to apply the framework (B117). In this sense, depending on the 

nature of the order book an inward investing manufacturing firm is able to establish, anchoring 

within, and diffusion to, the Leith and Edinburgh economies will look and resonate very 

differently. Where a full order book exists, clearly a greater degree of fixity and more 

opportunities for supply chain development will arise. Access in this example, is provided by 

multiple factors including: proximity to resources (Crown Estate development zones in the Forth 

estuary); existing port provisions; labour supply; and, through multiple tools and vehicles, 

government support and assistance. Access at the direct level is also inflected by vertical 

contingencies, including competition from other port locations, as well as mediating channels, 

such as the long-term commitment and assurances various government actors are providing the 

industry. Vertical influences may also bear down on anchoring and diffusion at the direct level, 

including the emergence of best-practice guides with direction offered around supply chain 

management and approaches to minimising the cost of production at an industry-wide scale. 

 

These individual instances, referring to the integrating processes of specific firms, can be seen 

as constitutive of broader patterns (sometimes within sub-sectors and sometimes across). In 

essence, the practices sit within and give rise to key themes and patterns. Additionally, the 

                                                 

 
108 This is discussed with respect to causality below. 
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themes and patterns may be both drivers and outcomes of individual practices. The practices in 

combination give rise to city absorptive capacity. 

 

Connections and Causal Links 

 

Applications of the Absorptive Capacity Framework 

 

Given the basic conceptual framework now set out, along with the illustrative examples to show 

the frameworks contextual use, what statements can be made about causal forces working 

through the framework?  

 

In exploring this issue, the features of a critical realist approach are again brought into view.109 

Indeed, the absorptive capacity framework developed above, rather than being strictly 

deterministic of causal processes, provides a way to frame the integration of a wide set of 

factors that shape embeddedness. As the case studies in this thesis are set at the second-tier 

cities level, the argument is built here that the meta, and as a consequence the mediating 

channels, bear down on the direct in most instances. This is to accept the broad outcome of 

global networks research, in essence, with city economies substantially moulded by their 

network position. As will be shown, however, the integration domains are recursively linked and 

are, to some degree, co-constitutive of each other.   

  

Figure 6.2 shows how the abstract layers and investment phases mesh together in what is 

perhaps a typical situation for second-tier city-regions: 

 

 

  

                                                 

 
109 This is dealt with in more detail, later in this section. 
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Figure 6.2: Potential Causal Relations within the Absorptive Capacity Framework 
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As an interpretation of Figure 6.2, the boldest lines running horizontally at the direct level reflect 

the transactions that integrate multi-location firm and region. Without this, integration and 

embeddedness do not emerge. Of all the relationships exposed by the framework, it is perhaps 

meta-access that is the most important, as it is at this nexus where the activity frontier of sector-

territory integration is principally determined. At the meta-access, one is considering the way in 

which global network configurations influence and affect what firm activities a city economy can 

integrate. In essence, and as also expressed by global city networks analysis, Edinburgh and 

Manchester obtain financial services functions effectively permitted or directed by the broad 

network configuration of the industry. Dual vertical lines occupy the access parameter across 

the integration domains to indicate the possibility of the meta manifesting imminently or 

following substantial “mediation” at the direct-access relationship. 

 

The remaining vertically dotted lines, all originating at the meta, show the influencing but less 

immediate effect of the meta on what activities manifest in the city of focus through the 

anchoring and diffusion phases. Meta is most persuasive in terms of influencing what firm 

activities fall within reach of the city (at the access parameter), as already explained. The 

vertical lines moving from mediating to direct across all phases reflect how moments of firm-

territory integration, manifested through investment events and processes, will be conditioned 

by institutional and evolutionary conditions particular to the city. For example, looking at 
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mediating channels-diffuse to direct-diffuse, with a firm already embedded in the city,110 one is 

looking at how inherited and calculative factors particular to the city shape what supply chain 

connections take place from the firm to the wider economy. Hypothetically, a chamber of 

commerce, an entity active at the mediating, may have a role in steering incoming multi-location 

firms to aspects of the supply chain that need to be satisfied locally, for example. 

 

The dotted line running in the counter direction, moulded around the matrix in reverse form, is 

intended to represent counter processes whereby the city finds space within the meta-spatial 

configuration to reshape the industry to some extent. Changing cyclical, technological and 

regulatory patterns may create space for such a counter process to emerge. For example, in the 

asset management and life/pension fund spaces, it may be posited that the rise of 

platforms/wrap products being developed in Edinburgh are reshaping the broader national and 

global retail fund and personal advisory sectors. Funds and platforms are technology-based 

services that allow asset managers and independent financial advisers (IFAs) to clearly chart 

and report on their portfolio holdings. These are increasingly popular, given changes to IFA 

charging and reporting structures as a result of the regulator’s “Retail Distribution Review” 

(RDR). This is an opportunity formed at the intersection of historical credentials (Edinburgh has 

a legacy in the retail and financial advisory investment space), and regulatory and technological 

change. This example points to the retail market of financial services being well within reach 

and well anchored in Edinburgh. It also illustrates how regulatory and technological processes 

inflect activities already within reach in Edinburgh. In essence, with meta and mediating 

channels securing the direct in the city, resulting in the direct crystallising the contingencies of 

the mediating channels and the meta, the direct then has scope to work in the other direction 

and shape the meta somewhat at a later point. 

 

The set of head offices in Edinburgh and Manchester may also be suggestive of processes 

working in the reverse direction (the direct, through product and service innovations, for 

example, shaping the meta). However, such entities are, in turn, bound to wider industry logics, 

which are more clearly configured at global network level (the meta). An inevitable tension 

between structure (network) and agency (city-industry integration) working through the 

conceptual framework can be pointed to here. 

 

What do these and the aforementioned individual examples serve to highlight about the 

interfacing mechanism? Critical vertical and horizontal processes can be pointed to, containing 

different effects for city absorptive capacity. In terms of the horizontal, and as already intimated, 

it is the transaction process that is examined. This occurs (and is actualised) at the direct, but, 

                                                 

 
110 As anchoring comes before diffusion in terms of the embedding phases. 
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across all dimensions, is shaped in different ways and to varying extents by the mediating and 

the meta. 

 

Vertical processes are more complex, referring to the differing shaping effects of the integration 

domains across investment phases. Vertical influences can take two dominant forms: first, 

vertical influences can be directive, reflecting the specific activities and capacities effectively 

permitted at a city economy level; second: vertical can be accommodating, where space is 

provided for, rather than instructed or determined as such. In essence, one considers activities 

not closed off in terms of accommodation. Additionally, across both forms of the vertical, effects 

will be different for existing firms vis-à-vis new firms. This reflects the idea that absorptive 

capacity is the product of both the “potential” and the “actualised”111. 

 

From the above, a recursive system that maps the dominant patterns conditioning city economic 

development begins to take shape. 

 

Thresholds and Tipping Points - City Depth Processes Revisited 

 

The city depth processes posited above reflect the benefits of size that can be achieved at city-

region settings. These can critically influence the durability of capacity pertinent to city 

economies, so considering the causal workings of such processes are important.  

 

A few points may help unpack the problems associated with identifying depth processes. First, a 

set of typical indicators in city economies - such as head office presence, intra-city transaction 

volumes and labour pools - are likely to be indicative of an existing absorptive capacity in the 

city economy (hence, for instance, the numerous calls for major banking organisations to retain 

key functions in Edinburgh through and post restructuring). A diminution of, or challenge to, 

such factors may suggest a fetter on a city’s absorptive capacity is in effect. Additionally, shifts 

in institutional certainty and changing behavioural considerations, related to reputation, at a 

sector level, may all offer clues as to the integrative possibilities of a sector at a city-region level, 

though the existence of such empirical shifts may be harder to register and assess. What 

phenomenon, concerning reputation, do we look for and assess here? 

 

Of interest with such depth processes, furthermore, is how different factors anchor different 

firms, but in totality, serve to engender a clustering or agglomeration dynamic. Taking the labour 

market mechanism of agglomeration, for example - while banking, insurance, asset servicing 

and asset management all require skilled labour pools, the qualities they require from the 

                                                 

 
111 These conceptual extensions are developed later in this chapter. 
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market for production differ (from managerial and executive to technical actuarial 

competencies). However, in common, such workers may desire urban amenities and 

infrastructures, which feed back to support both worker and firm (A101; A119). Though the 

specific production requirements may hinge on different labour qualities, the associated or 

ancillary demands of both workers and firms provide a mutual draw to and leaning on a place. 

Additionally, and as Storper (2013) notes, agglomeration work has been somewhat successful 

in unpacking the mechanisms that comprise cumulative causation, but falls short in identifying 

what event, condition or process kick-starts the agglomeration or cluster112. The same 

predicament holds for this thesis in terms of at what point “capacity” really takes off. 

 

In summary, we may have an inkling that depth mechanisms exist based on certain empirical 

phenomena, but it remains very difficult to appraise the weight of such processes (and assess 

their persistence).  

 

Causal Interpretation within an Absorptive Capacity Framework 

 

Given the preceding discussion, what can absorptive capacity contribute to an understanding of 

causality in city-territory integrations? In the framework developed, the direct, mediating and 

meta are integration domains that have been abstracted empirically. As set out, the abstractions 

are based on observed phenomena from the research undertaken, reflecting different 

institutional and evolutionary processes shaping integration. Moreover, access, anchor and 

diffuse are not causal in and of themselves, but a priori dimensions that help to order the 

empirical material collected, based on an interpretation of the steps involved in firm integration 

and embeddedness. Underpinning the empirical findings are the “mechanisms” that allow 

particular effects, factors and logics to come about. Such mechanisms can work at the meta or 

the mediating113. 

 

In this data-led thesis, given the research process has been to note phenomena, then analyse 

and abstract from these phenomena, there is convergence between the actual and the 

empirical, as concerns the critical realist breakdown of ontology (recall Chapter 3). Once it is 

empirical, the actual is necessary. However, in such a mode of reasoning, it does not work the 

other way around, as integrating and embedding events may be occurring (actualising), but the 

researcher simply fails to register it empirically. This hints at the corrigibility of critical realism, 

premised on a non-researcher-dependent reality. Critical realism is a best attempt to identify 

events and causes that shape the phenomena in focus; not a complete, infallible truth claim that 

                                                 

 
112 Notwithstanding anecdotes about personalities, university links and military expenditures in Silicon Valley, for 
example. 
113 Less so at the direct, as this level is free from abstraction, reflecting activities and practices. 
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no other mechanisms and events are in operation. In other words, critical realism supports the 

modest attempt of the researcher to posit an explanation for what he or she identifies as holding 

together or orchestrating a system. 

 

Individual instances, as they are identified and “perceived or experienced” in the data collection, 

can show that they are at least a part of the absorptive capacity concept, and may hint at 

underpinning causal mechanisms. Indeed, recalling methodological procedure briefly, Morais 

(2011: 70) notes: “an explanatory effort starts with the actor’s own accounts of what has caused 

the phenomenon. Retroduction thus implies a retrospective inference of unobservable causal 

mechanisms in the real domain from actors’ accounts”. That is to say, taking cues from actor 

responses - firm and sector representatives, for example - is a legitimate basis by which to build 

and abstract an understanding of causal processes operating behind sector embeddedness (as 

actors will also be reflective about the mechanisms underpinning systems).  

  

On this basis, causal mechanisms - the underlying factors that give rise to empirical patterns – 

drawn out in this research are: global network configuration, regulation, cost-control-efficiency 

logics, reputation, planning and governance regimes and human capital. They are effective 

mechanisms that lay at the heart of second-order financial centre integration, where shifts in 

such mechanisms would appear to strongly influence the nature of the activities that embed in 

second-tier city-regions. The mechanisms are in themselves empty of empirical content, though 

they may not be all that surprising, because, for many readers, their manifestations across 

multiple empirical contexts will have been witnessed on many occasions (skills as an indicator 

of the labour market, for instance). The piecing together of the integrative framework, in a 

broadly abductive manner, is the exploratory aspect of theory building, not necessarily the 

individual mechanisms in and of themselves (which are in many ways non-startling and 

somewhat expected). This reflects the varied and diverse nature of the phenomena in focus. 

Absorptive capacity thus provides the framing for when the mechanisms may come in and out 

of effect. These contingent relationships – when and on what conditions the mechanisms are 

activated - provide the basis for further testing and evaluative research. 

 

Some variance appears across the case studies in terms of causal processes identified. Indeed, 

for the place development contexts, a further generative mechanism may also be identified in 

terms of the political strategies of landowners and anchor tenants.114 The following explores 

some of these abstracted mechanisms with reference to the organisation of the analytical 

framework. The mechanisms are then delineated in further detail, following the full case 

applications, later in this chapter. 
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In discussing causal mechanisms, one should be reminded of distinctions between prior 

categorical abstraction, such as access and anchor (drawn from the initial absorptive capacity 

metaphor). For the categories, abstractions act as a framing or ordering device, whereas for 

highlighting the “real” in the causal system, abstractions reflect generative mechanisms gleaned 

from data. Together, by positioning the mechanism within the categorical framing, one can 

obtain a richer sense of the interdependencies between the mechanisms. For example, if a 

second-tier city-region (reflecting network position (real)) at t0 - observed empirically through the 

city’s smaller sectoral share compared with London and the dispersion of production activities 

by multiple firms across different locations - then possible integration through “nearshoring” 

(empirical) is plausible at t1 because of cost drivers (real). 

 

City network literatures support the meta as determining reach. The London dominance noted in 

the data collected in effect aligns with the key thrust of city network scholarship. Relative 

positioning vis-à-vis other financial centres in the EMEA, also apparent in the empirical material, 

further serves to confirm the validity of network framings. Indeed network relativities bind 

Edinburgh and Manchester to particular delimited roles within production systems. Such binding 

is persistent but not totalising (given other causal mechanisms in effect). 

 

At the mediating level, given intra-sector diversity within financial services, it is less clear which 

single rationales and logics (actual and empirical) are most prominent, though “CoEs” and 

“nearshoring” are important for certain operations activities, based on a basic tally or 

recollection of how many instances the terms were noted in the data. “CoEs” and “nearshoring”, 

therefore, appear as empirical instances of causal processes that provide potentially greater 

sector-region fixity (such as cost advantages for the global firm, plus, in some instances, human 

capital pools that can be tapped for production advantages).  

 

A causal mechanism, as elaborated here, can be conceived as a trigger waiting to be activated, 

dependent on contingent factors. In this sense, a causal mechanism can be latent, a reserve 

capacity, in other words, that, depending on particular events or conditions specific to the 

context being studied, may be actualised and brought into effect. Applying this to case contexts, 

this thesis shows how skills provision acts as a key and common activating plank for integration, 

while, depending on the firm and sector, industry incentives and subsidies may also be required 

to realise the integration. One can hint, therefore, at the necessary and the contingent in the 

analysis. This aligns with the dual vertical causal forms suggested above, with “accommodating” 

conditions setting out possibilities from the meta (what can emerge in place, though not 

expressly directed by the global network), as well as phenomena that are “directed” from the 

network position as such (what roles the place must play, in essence, to satisfy its network 

position). With respect to the latter, for example, evidence of branches and subsidiaries with 
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limited scope to make local supply chain choices are empirical instances shaped by the control 

processes (centralised procurement) set out by headquarters (typically based in global financial 

capitals).  

 

In sum, therefore, absorptive capacity provides a framing for the complexities of sector-city 

embeddedness with the benefit of showing how different causal mechanisms map across 

varying phases of the firm-territory nexus through a range of institutional settings.  

 

Conceptual Expansions 

 

Finally, having walked through the basic operation of the absorptive capacity framework using 

some initial illustrative examples, it is useful to question the framework’s ability to encompass a 

number of possible further extensions, based on recent contributions to the theoretical literature 

on the absorptive capacity of individual firms. First, Zahra and George’s (2002) 

reconceptualisation introduces the idea of distinguishing potential from realised capacity. 

Second, the notion of relative absorptive capacity has also been put forward as having 

expositional merit (Lane and Lubatkin, 1998). Each conceptual extension, plus the idea of 

absolute absorptive capacity, is discussed in turn. 

 

Relative Absorptive Capacity 

 

Relative absorptive capacity provides a way to insert competitive relations and positions into the 

analytical framework that shape the access phase. Relative absorptive capacity refers to the 

idea that the absorptive capacity of London will differ from the absorptive capacity of Edinburgh 

and Manchester. In a different context, relative absorptive capacity captures the notion that the 

integration of the offshore wind sector at Leith will not entirely be under the control of leaders 

and officials in Edinburgh, and that the city’s capacity to absorb industry activities will be 

partially shaped by the competitive tensions engendered by other current and potential 

manufacturing centres. This echoes the notion of “relative absorptive capacity” proposed by 

Lane and Lubatkin (1998), where the authors rebut the idea that all organisations have an equal 

ability and opportunity to identify and access external knowledge sources. 

 

Critically, relative absorptive capacity reflects a situation in flux. Indeed, what is relative changes 

as Edinburgh and Manchester position themselves in different ways relative to other financial 

centres and as industrial systems at the meta level shift and reconfigure (the analogy at the firm 

level is that, as knowledge sources and structures change, so does the firm’s relative absorptive 

capacity). Relative is most active at the meta-access nexus, though it may also emerge across 

all phases of the meta (reflecting network configurations directing or influencing processes at 

the mediating and activities at the direct). 
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Potential Absorptive Capacity 

 

At its core, potential absorptive capacity points to industry activities that could plausibly come to 

the city (within the parameters of relative absorptive capacity). The critical distinction here is the 

notion that which activities locate in a city may very often differ from, and be more limited than, 

what can come. The potential framing, mindful of the competitive dynamics exposed at the 

relative, provides a lens to look at how, for example, Edinburgh, Munich and Warsaw vie for 

financial services investment based on common meta network positions wedded to idiosyncratic 

territorial assets and systems. This aligns closely with potential absorptive capacity as set out by 

Zahra and George (2002) in the knowledge-firm absorptive capacity literature, with attention 

focused on the access or identification dimension. 

 

To situate potential absorptive capacity empirically, one may point to the division of UK activities 

between London and Edinburgh by two prominent North American financial firms (which both 

undertake management and servicing activities). With a strong asset management community 

already in Edinburgh, but with the particular asset management activities of both firms largely, if 

not exclusively, placed in central London, the researcher can point to activities that prima facie 

could be, but simply are not (as yet), undertaken in Edinburgh. Comments from interviewees, 

such as: “I do not feel any constraint with respect to growing the Manchester office … if the 

business model continues to identify strong opportunities to be scaled up, more support 

functions may plausibly be brought here” (B103) may underpin the boundary between the 

relative and the potential. In other words, the extract suggests Manchester has the potential to 

be a more significant financial centre (the activities are in reach), but the requisite activities are 

not located there as of yet.  

 

Absolute Absorptive Capacity 

 

Absolute absorptive capacity reflects the remainder left by the competitive tensions and the 

contingencies of place, setting out what integration the institutional and evolutionary conditions 

of the city economy supports at any one point in time. Not sketched out in the knowledge-firm 

absorptive capacity literatures, absolute is posited in this thesis at anchor-mediating to 

illuminate factors that are in reach (relative) and settled through the institutional and 

evolutionary factors specific to the city (potential), with attention focused on activities already 

integrated in place. One is drawn to consider, therefore, the factors germane to maintaining 

integration. Absolute and realised absorptive capacity are highly co-dependent moreover. 
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Realised Absorptive Capacity 

 

Realised absorptive capacity pertains to the activities that crystallise absolute absorptive 

capacity. Indeed, what is realised through activities at the direct is necessarily manifested at the 

absolute - showing the evolutionary and institutional parameters particular to the city-region can 

accommodate the activity. Critically, alongside anchoring, diffusion (at t0) is a significant phase 

of realisation, which, in turn, feeds back on absolute at t1, where the diffusion has the effect of 

locking in, perhaps through supply chain dependencies, an actor’s activities in the city. Realised 

is also active at the access dimension, reflecting the initial moment of the “firm-territory nexus”, 

though is more potently expressed at anchoring and diffusion, where some enduring degree of 

fixity can be pointed to.115 

 

Sequence and Convergence of Concepts 

 

Having delineated the conceptual extensions individually, the linkages and relationships 

between the extensions are now evaluated more fully. 

 

Potential absorptive capacity sits on the cusp of competitiveness, as it is always shaped and 

moulded by a change in the relative. In this sense, a city economy’s potential is not static, 

always taking the same network position. Rather, as global trends and cycles change (at the 

meta), so will the city’s ability to integrate into the global sector change. Potential leads to 

absolute in the sense that potential sets out the broadest possible range of activities to a city, 

given the established reach of the city in terms of its global integration (meta position) across a 

number of time points, n1, n2 n3 etc. Absolute is then based on accommodation through the 

place-specific institutional and evolutionary mechanisms (leaving simply the contracting or 

transactional process to manifest the integration (at the direct)) at a specific point in time. Of 

course, the typical direction of travel from potential to absolute may shift in the case of counter-

directional processes, where industry activities in the second-tier city act to reconfigure the 

operation and structure of the wider industry (an example of this was given above). The notion 

of realised given above, takes a somewhat different form from that considered in the firm 

literature on absorptive capacity. In this context, realised can be achieved before diffusion, at 

the anchoring, reflecting the focus on sector integration and embeddedness as the empirical 

phenomena.  

 

These wider notions of absorptive capacity help, it can be argued, to specify the contingent 

nature of firm-region embeddedness and provide a clearer framing for the mechanisms 

                                                 

 
115 Thus realised is placed in parentheses in Figure 6.3 below. 
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underpinning the empirical patterns observed. Absorptive capacity – the ability expressed in 

qualitative forms in this thesis – to integrate and embed sector activities at a point in time, has a 

richer exposure through the expansions given in this section. 

 

Theoretical Summation 

 

Presentationally, the conceptual extensions require the addition of a further right-hand column 

to the absorptive capacity matrix developed above. Reflecting this, Figure 6.3 constitutes the 

most evolved version of the city-level absorptive capacity framework developed in this thesis, 

and is used below to analytically interrogate the case studies outlined in previous chapters. 

 
 

Figure 6.3: Conceptual Expansions 
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The following tables – which bear some resemblance to the framework developed by Markusen 

(1994) - allow for a comprehensive mapping of the empirical material and provide a framing by 

which to posit the real mechanisms operating underneath. In consequence, the absorptive 

capacity of city economies, as captured through the following expositions, offers policymakers a 

diagnostic tool for thinking through the complex processes of industrial embeddedness at the 

city economy level.  The absorptive capacity framework supports an understanding, not of what 

is always required to secure industry embeddedness, but, based on observable patterns, which 

industry activities can be reached, and, of such activities, which local tools and policies may be 

required to secure the activities in place. This may help to instil a sense of pragmatism116 and 

                                                 

 
116 Pragmatic (“realistic”) rather than philosophical (critical realism). 
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encourage appropriate modesty in the design of economic development strategies for second 

tier city-regions. 
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Figure 6.4: Conceptualising City Economy Absorptive Capacity for Financial Services – Edinburgh 
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 London affects various urbanisation economies, including 
gateway effects and proximity to policymakers and 
regulators, which place certain financial services functions 
beyond reach of Edinburgh. 

 Some industry activities, such as investment banking, are 
out of scope due to the perceived need for proximity to 
central banks. 

 Edinburgh is in the middle ground in terms of financial 
services attractions - between global cities, on the one 
hand, and low cost operational centres in the BRICs and 
other emerging markets, on the other hand. 

 New areas, such as technology for exchanges, may also be 
hard for Edinburgh to attract, given Belfast’s first mover 
effects (with Chicago and New York exchange entities). 

 The “retail distribution review” and “auto-enrolment” are UK 
regulatory schemes that shape market opportunities for 
pensions and insurance industries. Plus, restructuring of 
banking industry (Basel III and Vickers commission). 

 Consolidation in asset management industry (also rules 
concerning location of asset servicers to domiciles). 

 

 

 Industry-wide changes around the shape of how 
regulations are set out, may mean certain activities, for 
instance public affairs, require a central London 
presence. As the new FCA and PRU set directions, this 
may be particularly binding in the short term, as 
relationships and policies are being developed (this 
differs from regulation as ongoing supervision). 
Implications for head office functions? 

 Continual challenges from emerging financial services 
centres in the EMEA, who may see strategic review 
processes as a way of luring activity away from 
Edinburgh. 

 

 Broad industry logics will have some role in how 
local connections can emerge – perhaps trends 
toward the centralisation of procurement, reflecting 
industry rules of thumb. 

 Big 4 advice around insourcing versus 
outsourcing. 

 Cyclical factors may affect supply chains, through 
the advent of cost-cutting, for example.  
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 “Follow the sun” is important for a number of operational 
activities in the FS sector in Edinburgh; lining up Edinburgh 
in the wider EMEA market. 

 “Dance” – firms negotiating/balancing the strategic issues of 
control, risk and cost over time; shaping location calculus. 

 Centres of excellence (CoEs), through cost and human 
capital advantages, reflect a mode of firm organisation that 
may offer integrating possibilities for Edinburgh as concern 
operational activities. 

 Nearshoring, an industry-wide trend based on a 
cost/efficiency trade off, couples with “CoEs” and “follow the 
sun” to secure Edinburgh’s position within operational 
activities. 

 Ownership changes, notably for existing banking entities as 
a consequence of nationalisation following the downturn, 
may act to constrain Edinburgh’s position as a decision-
making centre (depending on spatial configuration of the 
new and restructured organisation). 

 Risk management approaches in large organisations can 
support a spatially diffuse organisational structure. 

 Strategic reviews have been commonplace following the 
economic downturn; such reviews shape the Edinburgh 
function for firms already extant; development effects may 
hinge on whether a cost or competency focus is dominant. 

 Split-site logics of workers in asset management inter alia 
(working in Edinburgh and London). 

 Reputation of the financial centre, and, where already 
existing, reputation of the firm’s unit at the city. 

 Labour market strengths, particularly in accounting and 
actuarial functions for Edinburgh, are important aspects of 
firm due diligence when assessing the merits of a location; 
this is also a feature of traditional sector strengths.  

 Technology, infrastructure and robust connections to 
physically separated head offices are important for securing 
operational activities in Edinburgh and provide an obvious 
channel for nearshoring. 

 Council’s economic development strategy, plus connections 
with inward development agencies (Scottish Enterprise) 
have a role in promoting city strengths to the sector. 

 Regional digital and transport connectivity. 
Clusters/agglomerations can offer a signal to the wider 
industry about strengths and competencies of FS in the city 
(such signals may steer sorting processes). 
 

 

 Strategic reviews, with a strong cost focus, are events 
that are shaping how regional offices fit into wider firm 
structures. Cost/value logics continue to mould how 
Edinburgh is viewed by those firms present in the city. 

 “Dance” – firms negotiating/balancing the strategic 
issues of control, risk and cost. 

 CoEs across a number of operations activities may 
signal a commitment to bulk up their Edinburgh office, 
with increasingly sophisticated and high-paid jobs 
becoming apparent (premised on cost and human 
capital advantages). 

 Labour markets have a role in cementing activities in 
the city. Amenities, through quality-of-life effects, are 
important in securing talent within the labour market.  

 Question whether “split site” employee logics in asset 
management fix or threaten to loosen activities in the 
city. 

 Reputation of the firm office (can be self-reinforcing 
with the reputation of the city economy, as noted 
below). 

 Flexibility of planning regime to accommodate firm 
moves/developments (either prestige or scale). 

 Scottish Enterprise’s key account management offers a 
channel by which to cater to the needs of key firms 
already in place. 

Clustering/agglomeration across and within FS sub-
sectors may lead to extra-firm level benefits, and may be 
idiosyncratic to the city (clustering of actuarial talent in 
Edinburgh, for example). Labour can also move across 
sub-sectors within the city, potentially strengthening 
fixity.  
Are there labour supply constraints for particular 
activities within a sub-sector, and does this impose cost 
pressures that expose a centre to competition from 
another financial centre? 
Edinburgh’s reputation as an enduring FS centre is seen 
to connote importance and offers credentialist and legacy 
signals to the firms already located in the city (memory 
and selection). 
 

 

 Connections established with suppliers and labour 
providers – sometimes uniquely determined by the 
firm vehicle, such as CoE (this verges on 
anchoring also, where skills are difficult to 
replicate and are thus place-specific). 

 Centralised procurement by head offices impose 
strong limitations on supply chain depth. This 
changes where and when decisions around 
procurement are made. 

 Alliances between firms and SIO and SDS to 
strengthen skills base for financial services in the 
city. 

 
 
 
 

 
“Potential” and 
“Absolute” 
absorptive capacity 
are established at this 
point. 

 
1. Direct 
Reflecting the direct firm-
region interface at the 
activity level (observable 
in what firms and partner 
agencies are doing). The 
multi-scalar economic 
geography is enacted at 
this level. 

 
Events 

- Personnel loss/gain  
- Bespoke precinct development (e.g. EDB Business Park) 
- Roadshows (for asset management sub sector) 

 
Practices 

- Mergers and acquisitions (M&As) 
- Property market speed and flexibility 
- Investment attraction event/policy 
- Knowledge sharing with other firms (in direct production) 
- Supplier contracts established 
- Asset management to servicer contracts 

 

 

 M&As involving existing Edinburgh firms, through 
international firms – providing links into global networks 
(e.g. State Street’s entrance). 

 Key personnel can have a significant effect in bringing a 
degree of gravity to an office, both through the functions 
they are charged with and the ancillary staff involved. 

 Council attendance at investment affairs alongside the 
property sector may play a role in promoting city strengths. 

 Edinburgh Park provides large floor plates, to match 
demand in the sector. 

 Roadshow events allow asset managers to manage key 
funds in the city by providing direct contact with the 
companies that managers invest in. 

 

 Property market dynamics, with firm growth balancing 
central city dynamics against peripheral sites with large 
floor plates (e.g. Edinburgh Business Park). For new 
inward investors this can also be an access feature. 

 Hiring successes and failures. 

 Key personnel effects to continuing to strengthen fixity 
(keeping or losing a “star manager” for example). 

 

 

 The development of the wrap/platform industry 
points to important relationships with large 
incumbent firms in life insurance and pensions in 
Edinburgh, where a new market space has been 
forged (apparently through labour market 
movements). 

 Transactions between asset management and 
asset servicing readily observed. 

 Strong connections between financial services and 
professional services (regional offices). 

 “Good neighbour” ethos to supporting small 
supplier firms in the city. 
 

 

 
“Realised” absorptive 
capacity is set at this 
point 
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Figure 6.5: Conceptualising City Economy Absorptive Capacity for Financial Services – Manchester 
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 Certain industry activities, such as large scale investment 
banking, are out of scope due to their need for global city 
size. (Some front office activities can be observed in 
Manchester, however). 

 London boasts various urbanisation economies, including 
gateway effects, which keep certain functions beyond 
Manchester’s reach. 

 Manchester is in the middle ground in terms of financial 
services attractions - between global cities, on the one 
hand, and low cost operational centres in the BRICs and 
other emerging markets, on the other hand. 

 New areas, such as technology for exchanges, may also 
be hard for Manchester to attract, given Belfast’s first 
mover effects (with Chicago and New York exchange 
entities). 

 Rules concerning location of asset servicers to domiciles. 
 

 

 Industry-wide changes around the shape of regulations 
may mean certain sector activities continue to require a 
central London presence (implications for head office 
functions?).  

 Continual challenge from emerging financial services 
centres in the EMEA, who may see firm strategic review 
processes as potential avenues to lure activity away from 
Manchester. 

 

 Broad industry logics will have some role in how 
local connections can emerge – perhaps trends 
toward the centralisation of procurement, 
reflecting industry rules of thumb. 

 Big 4 advice around insourcing versus 
outsourcing. 

 Cyclical factors may affect supply chains, 
through the advent of cost-cutting in seeking to 
achieve centralised processes, for example. 

 

 
“Relative” (the city 
vis-à-vis other cities) 
absorptive capacity is 
distinguished at this 
point. 

 
2. Mediating Channels 
Points to institutional and 
evolutionary mechanisms, 
active at the urban site, 
that move between the 
direct and meta. These 
condition the direct, but 
are in themselves 
(typically) contingent on 
the meta. 
 
The factors stated at the 
mediating are recursive 
and can be both outcome 
and source. In essence, 
the factors can pertain to 
both existing and 
prospective investments. 
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 “Follow the sun” is important for operational functions in 
Manchester, following the London time zone (and 
EMEA). 

 CoEs, and renamed variants, reflect a mode of firm 
organisation that offers unique integrating possibilities for 
Manchester in operational activities (premised on cost 
and human capital advantages). 

 Nearshoring, an industry-wide trend now adopted by 
many firms, couples with CoEs and “follow the sun” to 
strengthen Manchester’s position within operational 
activities (based on cost/efficiency trade-offs). 

 Risk management approaches in large organisations can 
support a spatially diffuse organisational structure. 

 Strategic reviews, with a strong cost focus, are events 
that are shaping how regional offices fit into wider firm 
structures. 

 Emerging reputation of the FS centre gives signals to the 
operations market, showing activities can be successfully 
conducted from the city (observing the growth of firms in 
the city). 

 Connective infrastructure - land and air - enables ties to 
other financial centres to be forged. 

 Local authority/ies economic development strategy, plus 
connections with inward development agencies, provides 
access signals. 

Emerging FS cluster at the city may act as a signal to the 
wider sector and steer sorting processes (future asset 
servicing firms, for example). 
 
 
 
 
 
 

 

 Branch offices serving the demand of a major 
metropolitan area for financial services products - growth 
in such offices will broadly track population growth. [A 
question exists about whether a market-seeking base can 
transfer into capacity to support resource-seeking 
financial services.] 

 A CoE for one firm signals a commitment to bulk up their 
Manchester office (premised on cost and human capital 
advantages), with increasingly sophisticated and high-
paid jobs becoming apparent (this may reflect the start of 
a trend). 

 Cost logics, as expressed in the city’s green investment 
bank proposal, coupled with nearshoring, cohere with 
Manchester’s burgeoning role in operational activities. 

 Private equity to investment banking labour market 
complementarities. 

 Manchester increasingly boasts a lifestyle offer that is 
seen to be attractive to workers in FS (though questions 
about range/diversity in the housing offer were noted). 

 Strong city leadership is seen to be attractive to the 
business community (at time, co-operative working). 

 Questions may emerge as to whether devolved funding 
tools through the city deal can be tailored to a unique 
offer for financial services in the city (possibly through 
transport and skills interventions).  

 Flexibility of planning regime to accommodate firm moves 
(either prestige or volume). 

A significant pool of FS ready labour is now seen to exist in 
Manchester, and clusters of firms in asset servicing have 
been working together (along with HE providers) to secure 
this; churn has actively been promoted by firms previously. 
Labour can also shift across sub-sectors (e.g. investment 
banking to private equity).  
Are there labour supply constraints for particular activities 
within a sub-sector, and does this impose cost pressures 
that expose a centre to competition from another financial 
centre? 
 

 

 Possible relationships between firms and local 
industry bodies as concern labour market or 
supply chain development. 

 Possibility of unique CoE sourcing policy. 
 

 
“Potential” and 
“Absolute” 
absorptive capacity 
are established at this 
point. 

 
1. Direct 

Reflecting the direct firm-
region interface at the 
activity level (observable 
in what firms and partner 
agencies are doing). The 
multi-scalar economic 
geography is enacted at 
this level. 

 
Events 

- Strategic review(s) on cost [as a set of events/processes] 
- Personnel loss/gain  
- Bespoke precinct development (e.g. Spinningfields) 

 
Practices 

- M&As 
- Property market flexibility 
- Investment attraction approaches 
- Knowledge sharing with other firms (in direct production) 

 

 

 M&As in retail banking – e.g. HSBC and Midland; Co-op 
and Britannia.  

 Key personnel have a significant effect in bringing a 
degree of gravity to an office, both through the functions 
they are charged with and the ancillary staff involved. 

 Council attendance at investment affairs alongside the 
property sector can play a role in luring firms. 

 Spinningfields is a development area that was designed 
with an awareness of the logistical preferences of 
financial and professional services, signalling that 
locational needs can be accommodated. 
 

 

 Property market dynamics, with firm growth balancing 
central city dynamics against peripheral sites with large 
floor plates (Spinningfields versus airport development, 
for example). For new inward investors this can also be 
an access feature. 

 Hiring successes and failures. 
 
 

 

 Some key international firms recently 
established in the city have tailored skills and 
apprenticeship arrangements with HE providers. 

 Connections between private equity and 
investment banking through collaboration on 
transactions.  

 Strong connections between financial services 
and professional services (regional offices). 

 
 

 
“Realised” absorptive 
capacity is set at this 
point 



168 
 

Financial Services – Reflections 

 

The tables above show how a decomposition of the phases of the firm-territory nexus can be 

achieved through the concept of absorptive capacity. In this respect, decomposition goes 

beyond the level of organisational practice, to consider and map the impacts of a range of 

institutional and evolutionary influences.  

 

As financial services are highly footloose and globally dispersed, building an impression of 

embeddedness at second-tier centres critically involves consideration of what exists beyond the 

city as much as what rests within the city’s territorial setting. In essence, to understand 

trajectories for Edinburgh and Manchester, we require an awareness of the dynamics taking 

place in London, New York and Frankfurt, among other financial centres, and the production 

networks firms create among these centres. Such an analysis is made possible in two ways 

through the framework developed. First, the notion of access points to how a multi-location 

financial services firm in Edinburgh or Manchester undertakes activities while meshing with a 

nationally and globally dispersed organisational structure. Second, the meta level points to 

broad industry configuration and how such a configuration shapes an industry’s integration at a 

city level. The following develops this point, along with associated issues gleaned from the 

tables above. Moreover, the network links, because of their persistence and ubiquity as 

structuring forces, are, it is argued, a “real” underpinning mechanism. 

 

Edinburgh and Manchester, though following different trajectories in terms of financial sector 

development - based on different path dependencies - sit in a middle ground in terms of the 

network configuration of the financial services sector. In this regard, both core cities do not 

boast the centre of gravity found in global centres like London, nor do they boast marked cost 

advantages as can still be found in some non-OECD financial centres. Rather, their 

development balances on some cost advantage relative to London, physical proximity to 

London as well as discernible supply side factors, such as labour market competencies and 

infrastructure conditions. Such dynamics, in combination, mesh the meta and the mediating. 

 

The potency of the meta-access intersection, and in some instances meta-anchor117, is 

expressed in terms of the possibility for rendering the mediating and direct redundant. In other 

words, where configuration of the global industry changes, perhaps due to new regulatory 

processes (an underpinning mechanism); property regimes and skills profiles at the cities of 

focus may simply be rendered ineffective as the industry shifts to focus on different operating 

parameters (that do not concern or have scope for the city). In essence, the network moves out 

                                                 

 
117 Where disruption to existing industry stocks or activities at a city is observed. 
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of reach, and the local embedding mechanisms, no matter how successful they may have been 

at one point, become redundant. 

 

The meditating layer, at the access phase, contains conditions and processes led by both sector 

and place, while also accommodating phenomena that do not easily rest within the industry-

place bifurcation, notably labour (a “real” mechanism central to integration). Crucially, at the 

access-mediating intersection, the convergence of place and sector logics can be observed. 

The populated tables above show, for example, how “nearshoring” moves by certain financial 

services firms mesh with local property regimes and skills profiles. Additionally, access and 

anchor at the mediating bring into view not simply active “strategic couplings”, but happenstance 

connections that emerge from idiosyncratic locational logics, such as the location of key workers 

(which may be driven by family preferences, for example). Below the mediating, at the direct, 

are actions involved in or closely related to the contracting process. The issue of centres of 

excellence and their regional development impacts, where greater local autonomy and 

responsibility may be exercised, has been elucidated in an earlier chapter as a potentially 

important pattern. This is expressed at the access and anchoring phases, through the mediating 

channel - reflecting activities in reach that may signal a greater degree of fixity, due to cost and 

labour mechanisms. 

 

The research findings, considered through the absorptive capacity framework at access and 

anchor, ultimately resonate with interpretations of financial centre integration based on common 

head office and branch office logics. Linking with the London effects already touched on, the 

fact that the UK head offices for all US based banks are in London, points to the strength of this 

effect (and, indeed, the ongoing potency of the network mechanism). However, the qualitative 

approach taken permits an appreciation of the sector diversity that nevertheless exists - across 

sub-sectors and firm sizes - as well as exceptions to the rule. The access-meta relationship is 

where the HQ-branch relationship is most obviously framed within the conceptual framework. 

 

In terms of access, finally, and though perhaps innocuous prima facie, a consideration of 

financial services at Edinburgh and Manchester should not forget the role of natural or first-order 

geographies manifested in terms of time zone in the EMEA and proximity to London. Indeed, 

such factors are seen to support the tenability of the cities as production locations (across sub-

sectors). 

 

Access and anchoring are the most densely populated of the columns above, as at the core of 

the two phases are issues of “if” and “in what form” integration will take. This is symptomatic of 

the empirical research conducted, which has an inherent leaning to explore the reach and 

stability of the financial services sectors in both cities. The tables point to a range of factors that 

local and national actors have some influence over (situated within access and anchoring at the 
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mediating and direct), but also, at the access-meta relationship most obviously, to a set of 

activities that, within the global industry, simply exist beyond scope.  

 

Diffusion is a highly variable process in second-tier financial centres. Supply chains were 

explicitly interrogated in the research, with severe limitations imposed by central procurement 

approaches clearly apparent in the data. Diffusion through to skills channels provide a more 

encouraging story, with, in some instances, bespoke arrangements in place. However, the 

nature and scale of such schemes appears unique to each firm. In thinking about the durability 

of diffusion, it may be useful to distinguish efficiency rationales from commitments related to 

corporate social responsibility. 

 

There are two aspects worthy of further delineation as concern diffusion and regional economic 

development impacts: one, the effects of multi-location firms in place; and two, the effects of 

multi-location firms that were embedded at one point, but have now exited. The former is rightly 

a key policy focus, however, given the gestation effects of labour market development, for 

instance, the latter should also be considered (indeed, can a counter-narrative be formed 

around the Silicon Glen experience about the capacity effects of technology pioneers, such as 

IBM, and the existing technologies focus apparent in Edinburgh-based retail banks?).    

 

The research on the financial services footprints in both cities found local territorial conditions 

such as labour supply having an important accessing and anchoring role in both cities. This 

points to aspects of sectoral development that, in some respects, can be shaped by local policy 

levers. Furthermore, steps taken in both cities to tailor land and precinct developments to the 

large floor plate requirements of major firms in the sector focuses on the significance of local 

planning and related amenity investments or policies. Again, property market regimes and 

interventions form and reflect patterns at both the accessing and anchoring phases of the 

analytical framework. 

 

Dynamic depth effects, through clusters or agglomeration effects, have been posited within the 

framework at the anchoring-mediating relationship. Though the weight of such effects cannot be 

asserted a priori, thick labour pools and worker churn within the sector are ex-post observations 

in Manchester and Edinburgh that corroborate the likely existence of a dynamic effect. 

 

The analytical framework forwarded here challenges the idea that global financial services 

simply integrate at second-tier cities, regardless of the institutional and evolutionary conditions 

present within the city setting. Reification is of course something to be wary of, as one should 

not magnify such institutional and evolutionary conditions to be of greater importance than they 

actually are. Indeed, a degree of imminence between shifts at the meta and manifestations at 

the direct may be plausible in many instances, with institutional settings at places acting as 
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mere conduits to support the seamless integration of changes brought about at the meta. In a 

number of other instances, however, such channels may impose frictions or resistance, 

resulting in unique forms of firm-territory integration. 

 

In considering Edinburgh and Manchester as analogous second-tier financial centres, the extent 

to which divergences in factors at the mediating level may signal a greater or lesser degree of 

fixity vis-à-vis the other city is an interesting but complex consideration. In this sense, how do 

we discern whether it is Edinburgh’s reputation in the sector or Manchester’s purportedly 

attractive governance environment - both real mechanisms of different forms - that will serve to 

embed financial services to a greater extent? 

 

Among the multiplicity of factors illuminated in the absorptive capacity framework for financial 

services at Edinburgh and Manchester, the following dominant considerations can be drawn out 

as one considers financial services futures: London has continued dominance - how do 

Edinburgh and Manchester work with or respond to that?; Strategic reviews and cost logics 

shape firm calculations about location viability - will this continue to favour Edinburgh and 

Manchester through nearshoring, and what competition is posed by lower cost locations?, 

Reflecting the heterogeneity of branch-HQ relationships, do centres of excellence offer greater 

fixity and diffusion possibilities? 

 

In summary, a key feature of the framework is to point to the highly contingent nature of the 

embeddedness of financial services firms at second-tier city economy level. Critically, the 

framework maps the multiple phases and plausible causal forces shaping the firm-territory 

nexus. It shines light on embeddedness as always becoming, always in process and under 

contest, rather than ever fully realised. The absorptive capacity framework allows temporal 

contingencies to be expressed in varying ways. Indeed the phases of access, anchor and 

diffuse can be used to express a gradual shift in industry logic to stark and sudden events, as 

has been witnessed with recent ruptures in financial markets. Both movements may shift the 

firm-territory nexus as concerns financial services in second-tier centres. 

 

From a public management viewpoint, the framework offers policymakers a finer lens and a 

mapping tool to think through the strategies and practices firms employ in setting out their 

production geographies and what policymakers can do or engineer in response. 
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Figure 6.6: Conceptualising City Economy Absorptive Capacity for MediaCityUK 

 
  

Access 
 
What firm activities are within reach 
[Ability or availability to perform firm function at city] 

 
Anchor 
 
The fixity of what is in reach 
[Persistence of performing firm function at city] 

 
Diffuse 
 
Spillovers from the fixed activity 
[Effect of performing firm function at city] 
 

 
INTEGRATION 
DOMAINS 
 
3. Meta 
Reflecting 
sector/network wide 
conditions and 
attendant competitive 
and spillover dynamics.  
 

 
PROCESSES AND MECHANISMS 

 
Network Position – London Effects and 2nd-tier Cities  
 
Technology development and take-up 
 
Sector convergence and consolidation (reorientation) 

 

 Convergence and consolidation between the media and 
digital industries is reshaping the nature of the firms that 
are likely being sought at MediaCityUK. (Amazon 
commissioning unique content is a notable, global 
example). 

 London has had a strong hold on the media and digital 
industries previously in the UK. Silicon Roundabout simply 
represents the latest wave or evolution. This leaves a 
reputational issue, whereby talent and firms seek out and 
centralise in London by default (perhaps even without a 
strong locational rationale). Couples with media being 
inward-looking. 

 Additional media clusters in the UK, though smaller in 
scale, are being developed in, for example, Glasgow and 
Sunderland, which may place competitive effects to some 
degree. 
 

 

 

 Broad digital and media convergence, affecting the 
business models of existing firms; how this evolves may 
shape opportunities for firms at MCUK. 

 

 

 Changes in media business models may plausibly lead to, 
or necessitate, different relationships and alliances with 
smaller start-up firms at the cutting edge of innovation. 

 

 
“Relative” (the city 
vis-à-vis other cities) 
absorptive capacity is 
distinguished at this 
point. 

 
2. Mediating Channels 
Points to evolutionary 
and institutional 
mechanisms, active at 
the urban site, that 
move between the 
direct and meta.  
 
The factors stated at 
the mediating are 
recursive and can be 
both outcome and 
source. In essence, the 
factors can pertain to 
both existing and 
prospective 
investments. 

 

Inherited Transition Calculative 

Traditional 
sector 
strengths 
(localisation-
esque). 
Granada 
heritage. 

Public sector 
anchor firm. 
 

Outsourcing 
approaches. 
 

Sector 

 Labour. 
 

 Transition 

Urban Size. 
Amenities 
(natural and 
historical). 

Planning 
regime. 
Infrastructure. 
“MediaCityUK 
effect”. 
Degraded 
asset put into 
land market. 
 

Amenity 
(consumption). 
Masterplan. 
Investment 
attraction 
approaches. 
Developer’s 
sector 
commitment 
vs rent gain. 
University 
commitments 
and brokering. 

Place 

 
City depth mechanisms 
 

- Clusters 
- Agglomeration (urbanisation) 
- Reputation 

 
 

 

 BBC making a political decision to bolster production of 
content from the north (with a strengthened BBC North 
role). 

 Differences in the attraction of global broadcasters vis-à-
vis global technology providers.  

 BBC, as a public entity, maybe seen to detract some 
international broadcasters, given perceived advantages. 

 University mediation provides a channel to global 
technology firms.  

 Large labour market provides signals to future 
firms/investors that a deep creative sector is present in 
the city. 

 Comparable rental costs (relative and absolute) of 
locating at the precinct 

 RDA (NWDA) involvement in spurring and supporting the 
development at an early stage. The existing investment 
agency has a role to promote to future tenants. 

 Airport provides strong connections to Nth American 
markets, where major firms within both industries are 
located, while proximity to London is given by rail. 

The cluster and its scale may provide signals to firms in the 
broadcasting and digital sectors about the “new” 
opportunity at MCUK. 
 

 

 The BBC’s investment in digital applications, reflecting 
broader industry logics, to reach users/viewers may lead to 
heightened investment at MediaCityUK (given MCUK 
bridges to digital firms).  

 Effect of public pressure on the BBC may go either way in 
terms of investment deepening (NAO report being just the 
start).  

 BBC balances a tension between operating on commercial 
terms and offering a public service – how does this affect 
commitments to MCUK in the medium term? 

 Questions whether de-anchoring by key firms may emerge 
as the development loses its newness (the “MediaCityUK 
effect”). 

 Questions about the developer’s commitment to support the 
target industries versus a general “fill the space” approach, 
may, if occurs, lead to mixed messages for existing (and 
new) firms. 

 Using the university as a conduit for human capital, trained 
in emerging technologies (beneficial for existing and future 
firms). 

 Broad labour pool development across the city-region. 

 Benefits of having both ITV and the BBC at MediaCityUK in 
terms of labour market pools. 

Clustering/Agglomeration - Dynamics with the Sharp Project 
in east Manchester may provide wider ecosystem effects (in 
the form of collaboration) for incoming production firms in 
Manchester; but threat of “fishing in the same pond”. 
Fixity for ITV may rest in heritage and the Granada legacy 
(media reputation). 
 

 

 To what extent does MCUK house leading-edge creative 
activities? View held by some that it is a back office for the 
industry rather than the leading innovation edge. 

 Universities current and potential role in brokering 
relationships between small firms and large entities located 
at the precinct. 

 As a public entity, public sector procurement regulations 
may change the procurement rules that the BBC must 
follow. 

 
 
 
 
 

 
“Potential” and 
“Absolute” 
absorptive capacity 
are established at this 
point. 

 
1. Direct 
Reflecting the direct 
firm-region interface at 
the activity level 
(observable in what 
firms and partner 
agencies are doing). 

 
Events 

- Buildings opened 
- Anchor firm attracted  

 
Practices 

- University mediation/broker 
- Media/digital collaborations – experimental/market response 
- Anchor firm supply chain 

- Developer investment activities/incentives 
 

 

 Anchor firm decision about moving a number of 
production departments to MCUK that can be “lifted out” 
easily. 

 A series of regional development actors, stemming back 
to NWDA, have been active in supporting the 
development and seeking to attract firms. This included 
tours to North America to raise awareness and signal the 
precinct’s potential to major global firms. 

 Flexible floor plates, with strong technology backbones, 
offered to firms. 

 

 

 BBC has signed a 20-year lease. The organisation has 
signed a rental agreement, so may be more footloose, 
though public services commitments may be considered the 
main driver of fixity. 

 Hiring successes and failures. 
 
 

 

 A key question exists around the depth of supply chains 
that can be built from anchor tenants at MediaCityUK. 
Suggestions of increasing north-west connections were 
made in the research. Potential of “white labelling” 
arrangements. 

 
“Realised” absorptive 
capacity is set at this 
point (this can only 
take account of 
activities that are in, 
or are about to be in, 
place. 
 

  



173 
 

Figure 6.7: Conceptualising City Economy Absorptive Capacity for the Leith Docks 

 
  

Access 
 
What firm activities are within reach 
[Ability or availability to perform firm function at city] 

 
Anchor 
 
The fixity of what is in reach 
[Persistence of performing firm function at city] 

 
Diffuse 
 
Spillovers from the fixed activity 
[Effect of performing firm function at city] 
 

 
INTEGRATION 
DOMAINS 
 
3. Meta  
Reflecting 
sector/network wide 
conditions and 
attendant competitive 
and spillover 
dynamics.  
 

 
PROCESSES AND MECHANISMS 

 
Network Position – London Effects and 2nd-tier Cities  
 
Industry regulation and incentives 
 
Technology development 
 
Relative position vis-à-vis other energy sources 
 
Sector over supply and consolidation (reorientation) 
 

 

 Broad guidelines are emerging with respect to the locations 
required to support offshore wind production networks. 

 Question about the cost structures of the sector, and whether 
offshore wind investment will follow. 

 Technological and regulatory issues relating to grid coupling. 

 Over-supply in the sector and some shifts toward 
concentration (Areva and Gamesa JV, for example) 

 The relative position of offshore vis-à-vis oil and gas and 
other renewables. 

 Head start taken by Bremerhaven and other European ports 
may be difficult to arrest, with the risk of the UK offshore wind  
resource being serviced from mainland Europe. 

 Competitive advantages of other European ports that are 
state owned (and thus not subject to State Aid rules). 

 UK wide regulatory reform (the Energy Bill, for example) and 
determinations on strike rates by Westminster. 

 

 

 Cost of offshore wind vis-à-vis other energy sources may 
have a role in conditioning the investment climate in the 
medium term, thus affecting the permanency of production. 

 The nature and time horizons of national government 
investments and incentives will impact fixity (what happens 
if a scheme is withdrawn?; how will this influence firm 
mobility?). 

 

 Best practice guides in the industry around sub-contracting 
(as they evolve) may determine diffusion practices as affect 
supply chains. Related risks around outsourcing core 
competencies to suppliers (likely to be an important issue 
for a new, emerging industry). 

 
“Relative” (the city 
vis-à-vis other cities) 
absorptive capacity is 
distinguished at this 
point. 

 
2. Mediating 
Channels 
Points to evolutionary 
and institutional 
mechanisms, active at 
the urban site, that 
move between the 
direct and meta.  
 
The factors stated at 
the mediating are 
recursive and can be 
both outcome and 
source. In essence, 
the factors can pertain 
to both existing and 
prospective 
investments. 

 

Inherited Transition Calculative 

Proximity to 
related skills & 
competencies 
within the 
polycentric 
urban system. 

 “Vertically 
integrated” 
supply chains. 
Demonstration 
effects. 

Sector 

 Labour. 
Oil and gas 
links. 
Port focus.  

 Transition 

Urban Size. 
Infrastructure. 
Proximity to 
natural 
resource. 

Planning 
regime. 
Underused 
asset put into 
land market. 
Port 
ownership. 

Interactions 
with cruise 
sector. 

Masterplan. 
Incentives to 
industry. 
Investment 
attraction (e.g. 
NRIF). 
 

Place 

 
City depth mechanisms 
 

- Clusters 
- Agglomeration (urbanisation) 
- Reputation 

 
 

 

 Access to resource is a key factor that favours Leith, given 
some production activities need to be proximate to wind 
farms (so as to mitigate against transport costs). 

 Incentives provided by government will have a key role in 
securing confidence or investment in the sector. Enterprise 
area (subsidy) benefits to induce location may be important, 
for example. 

 Forth Ports owned by privately held infrastructure company, 
who is pushing a port business. 

 MoU between Edinburgh Council, Scottish Enterprise and 
Forth Ports to ready the space for investment. 

 Significant quayside spaces are required for land-extensive 
production and storage functions; remediation and 
development activities to ready spaces for investment. 

 Commitment of wind farm developers to Firth of Forth project. 

 Crown Estate processes. 

 Strategic view of the sector from Scottish Government may 
be appealing to investors by offering confidence about 
industry commitments. 

 A skilled workforce may be highly attractive to inward 
investors. 

 Proximity to Gamesa technology centre near Glasgow 
provide possibility of competency synergies. 

 

 

 Labour pool development at Leith and surrounds (creating 
narrow and specialised skills possibly). 

 Transferability of oil and gas competencies already at the 
port/in the city. 

 Can Leith adapt to the evolving technologies being 
deployed within the sector? This has consequences in 
terms of physical space and supply side (labour) 
competencies within the city and at the development site. 

 Can Leith emerge as a base to serve further wind farms 
across the UK’s east coast (and beyond)? Where 
successful, this will serve to strengthen the industry at the 
site. 

Knowledge spillovers from technology firms in the polycentric 
system (the technology centre, for instance).  
In an experimental/nascent industry, the success or failure of 
an initial operation at Leith may influence how effectively an 
industry can be built (lock in can follow from an initial entrant, 
as per the experience at Bremerhaven). 

 
 

 

 University ecosystem may provide channels for 
collaboration, given the industry’s emergent state. 

 Local contexts may mean supply chains in particular 
contexts take on a unique appearance (can vertically 
integrated supply chains work in Scotland, for instance?). 

 Is there scope for apprenticeship schemes to emerge with 
employers once in place? 

 How will the development of an offshore wind industry 
interact with a continued focus on attracting cruise-ship 
business? Are these complementary in terms of 
substitutable infrastructure investments or is there a 
crowding out risk related to land space or labour? 

 
“Potential” and 
“Absolute” 
absorptive capacity 
are established at this 
point.  

 
1. Direct 
Reflecting the direct 
firm-region interface at 
the activity level 
(observable in what 
firms and partner 
agencies are doing). 

 
Events 

- Land opened/available (post remediation) 
 
Practices 

- Port company investments 
- Anchor firm supply chain 
- Developer investment activities 

 

 

 Negotiations between manufacturing firms and the port 
company as expressed in MoU processes. 
 
 

 

 Differences between securing a contract for piloting or 
testing a product versus a contract for a full order book. 

 Length of lease committed to. 

 Reliance on specialist labour in the city, following start of 
production. 
 

 

 Firms have made gestures about building a local supply 
chain. Question about the supply chain opportunities that 
will emerge, given certain “vertically integrated” 
approaches, however. 

 

 
“Realised” absorptive 
capacity is set at this 
point (this can only 
take account of 
activities that are in, 
or are about to be in, 
place. 
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Place Development – Reflections 

 

Tipping the assessment of firm-region integration on its head somewhat, the focus of the two 

place-centred case studies directs attention to the development of particular precincts and the 

engagements with major firms being attempted. From a largely ex-ante, pre-investment position, 

the absorptive capacity framework steers consideration to the access and anchor parameters 

most particularly, giving policymakers some lens on what may be required to lodge mobile and 

dispersed production networks. While MediaCityUK is in a somewhat more evolved state, with 

key firms already in place (notably the BBC and ITV), there is nevertheless an ongoing focus on 

attracting the investment of major global firms in both case studies.  

 

As with financial services, the framework exposes the contingent and multifaceted nature of 

place developments. Applying a phased approach, with consideration of the inflection of a set of 

abstracted institutional and evolutionary processes, a lens is offered by the absorptive capacity 

framework to illuminate how hooks into organisational structures may be achieved from 

development sites (as well as how hooks may be dislodged!). This is critical for urban 

development projects, which, by nature, tend to assume linear development trajectories where 

disturbances are treated as extraordinary, rather than as a feature of scenario planning and 

mapping. The framework also provides room to consider the processes that might drive 

cumulative causation - or indeed, industrial seizure and rupture - at the site, by factoring in the 

dynamism that may emerge through cluster or agglomeration formations. Of course, trying to 

specify what form such dynamism will take is, from an ex-ante stance, fraught with difficulties. 

The following peers into the intersections highlighted by the absorptive capacity framework. 

 

At the direct-access level, contingencies pertaining to negotiation processes emerge as critical. 

In this respect, while the meta and mediating channels provide access for global firms to locate 

in the respective development precincts (in both media and digital, and offshore wind), the 

nuances of negotiation, including lobbying for political support, appear to provide the remaining 

hurdle. This stage can be seen to reflect the distinction between “potential” and “absolute” 

absorptive capacity. Access in both case studies is shaped, moreover, by what firms may be 

willing to locate at the precinct vis-à-vis what they prefer or tend to locate elsewhere.118  

 

In both precinct developments, the role of mediating actors who influence the access and 

anchor phases have also been noted. For MediaCityUK, the University of Salford appears to 

play an important bridging role in supporting digital and media integration at the precinct. 

                                                 

 
118 In this sense, due to reputational factors - where activities have always been undertaken - and rationalised 
production logics - a tendency by some firms to retain new innovations close to the centre (or HQ) in order to protect 
intellectual property - some questions may be raised about the value-adding nature of the activities within reach of the 
precincts. 
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Indeed, the university’s industry links have a role in sparking the interest of key global digital 

firms as to opportunities at the precinct, even if engagement is, at this stage, more co-operative 

than located (for instance, providing technology and scholarships, rather than placing 

employees in the precinct). For the Leith Docks, the port company, Forth Ports, has an 

important role both as a planner and a landholder. Additionally, the changing ownership of the 

port company appears to have changed the incentives it has to negotiate with the offshore wind 

industry (by virtue of the new focus on core port business). The “real” mechanisms – the political 

strategies – underpinning these empirical processes, work through the access–mediating 

relationship most obviously. 

 

Changing sector logics and trends, operative at the meta level, will inevitably shape 

opportunities and determine what aspects of production lie within reach at both precincts. For 

offshore wind, changing technologies and regulatory systems are likely to bear down heavily on 

the investment process, while the convergence between media and digital industries positions 

MediaCityUK in a changing landscape of actors. Indeed in the media and digital sectors, the 

target firms are rapidly altering production approaches and ranges (Amazon, Netflix and Hulu in 

content, for example). Two implications for regional development may be taken from this meta 

level reconfiguration: one, “first-mover” advantages may be important (analogous to “windows of 

locational opportunity”), with initially successful sites perhaps more likely to command success 

in latter investment rounds; and two, for such first-movers, depending on how industry 

production logics evolve, a high degree of adaptability may be required. In this respect, a failure 

to accommodate sector changes may result in investment seeking new locations. 

 

In both place cases, striking city relativities can be identified in the data, reflecting the presence 

and operation of a network mechanism once more. Though not as prominent as for financial 

services perhaps, the spectre of London can be gleaned from both precinct studies. For 

offshore wind, while London has no effect on manufacturing geographies, given its distance 

from the resource, the city boasts head office functions for offshore wind firms as well as 

downstream energy suppliers and industry associations. For media and digital, a number of 

interviewees pointed to the challenges in refocusing the sector’s attention on the activities and 

possibilities outwith London and the south-east (given London’s existing dominance).  

 

Other production locations, competing with both case precincts, have the effect of shaping the 

meta-access relationship in the framework, moreover. In this sense, firms will be alert to the 

opportunities presented in such emergent clusters when weighing up possibilities for 

MediaCityUK and Leith respectively (Glasgow and Sunderland for media; Dundee and Hull for 

offshore wind). Coupled with London effects, a meta-access relationship can be sketched out 

here, which shapes frontiers for the development cases in focus. 
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With the BBC a prominent actor at MediaCityUK, what can be termed a “hybrid” entity is added 

to the mix of multi-location firms in question. The BBC is “hybrid” in that it shares some private 

sector operating logics, such as locating production in the most favourable contexts, with public 

sector and political accountabilities. This shapes firm-region integration in interesting ways, as, 

indeed, the access parameter for BBC at MediaCityUK principally reflects the outcome of a 

political decision.119 As concerns the anchoring of the BBC at MediaCityUK, finally, 

considerations around corporate social responsibility thus factor into location logics. At Leith, 

the potential interactions of European firms with heavy state ownership also indicates that 

”hybrid” entities are key to the firm-territory nexus (at the meta). 

 

Diffusion can only be projected, given the predominantly ex-ante nature of the place cases. 

However, in both contexts, questions exist around the extent to which local firms will benefit 

from future and existing multi-location firm interactions. For Leith, strong overtures about supply 

chain development have been made by prospective manufacturers. However, at the same time, 

a preference to manage a “vertically integrated” supply process has been expressed in 

documentation by some multi-location manufacturing firms. What are the implications of such an 

approach for local supply chain development? How will this translate in Edinburgh? For 

MediaCityUK, while some signs of local supply chain strengthening have already been pointed 

to, only time will tell what regional development effects stem from anchor firm activities. 

 

In summary, instead of taking a reductive approach to considering the economic development 

of regeneration sites, through the specification and measurement of stylised processes and 

factors, the approach taken in the place case studies has been extensive in nature, fleshing out 

the key causal mechanisms that are likely to shape their development. However, rather than 

reducing to the identification of singular mechanisms, this approach stresses contingency and 

entanglement with multiple causes bundled and interacting together. 

  

                                                 

 
119 It is interesting to reflect on this issue perhaps, whether part nationalised financial services firms are also subject to 
the same hybridisation. 
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Chapter 7 – Conclusion 

 

 

The integration of city-region economies within multi-location firm networks has been the central 

focus of this thesis. Recognised within the economic geography literature as the “firm-territory 

nexus”, this thesis, across four illustrative case studies, has spelt out the multiple factors that 

constitute the nexus and their contingent operation. As an analytical contribution more critically, 

a framework which orders the constitutive factors has been developed. 

 

The firm-territory nexus has been decomposed across integration domains to take account of a 

range of institutional and evolutionary factors. Some factors are set at the level of the global 

industry, while others are specific to the city context in focus. Overall, the research points to 

diversity in the integrating and embedding processes which, one, defies the identification of 

general laws and trends, but, two, gives scope for policymakers  to consider how integration 

emerges from sometimes novel or surprising moments of agency.  A delicate line is tread 

analytically in this thesis between permitting the innovative openings given by the deployment of 

metaphor, and standing open and reflexive to the emergence of empirical categories. 

 

Reprising the contribution made in more detail, this concluding chapter re-evaluates disciplinary 

contributions and sketches out potential next steps for concept development, both theoretically 

and empirically. 

 

Conceptual Reflections 

 

Given the framework sketched out, reflecting on how city absorptive capacity meshes with 

adjacent analytical work is beneficial in terms of appraising coherence and contributions to 

scholarship.  

 

Economic Geography 

 

The concept of city absorptive capacity engages with three core issues within the economic 

geography literature. The first is a focus on firms as key actors. In this respect, certain actors 

are dominant shapers of economic spaces, with MNEs given particular emphasis in the 

literature (McCann, 2008; Yeung, 2009). Second, the analysis in this thesis shows how city 

economies are affected by systems that interact but reach beyond the city’s territorial 

boundaries. This steers attention to the integration of economic flows and stocks, not just one or 

the other. A need to explore such integration has been signalled in wider literatures, and, 

critically, this meshes with ongoing debates about appropriate socio-spatial conceptualisations. 
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Third, the framework contributes to evolutionary and institutional perspectives on economic 

geography, with the former considered an important new “turn” by many within the discipline 

(Coe, 2010; Boschma and Martin, 2007).  

 

The three core issues are now given a more detailed treatment: 

 

Actors 

 

As an outcome of both purposive choice and analytical efficiency, multi-location firms, and 

MNEs more typically, were the phenomena identified by which to build a story about, and 

framework for, the firm-territory nexus. Multi-location firms were chosen because they clearly 

illustrate external linkages central to the multi-scalar analysis of this paper, allowing the 

opportunities provided by other places to be inserted into the analysis. In essence, a firm 

chooses between different locations to undertake production, and this links to the wider 

production system binding activities at other locations where the firm is also situated. This 

allowed a sense of relative absorptive capacity to be developed. Parallels with wider calls in 

economic geography to bring key firms into the foreground of empirical work (Markusen, 1994; 

Yeung, 2009), given their role in marshalling global capital flows (McCann, 2008), can be 

identified here. Efforts have also been made in prior chapters to clearly distinguish large from 

small employers, as concern regional development impacts. 

 

In summary, an in-depth analysis of key firms across the case studies, supported by an 

exploration of supporting actors and organisations, allowed an appreciation of the idiosyncratic 

nature of the firm-territory nexus to be documented. 

 

Revisiting Socio-spatial Concepts 

 

How we account for the dynamics of a spatial economy that is open, not hermetically sealed, 

yet distinctly territorially situated, is the core spatial problematic situated at the centre of this 

thesis. This thesis has shown the need to work with plural spatial categories in framing complex 

economic systems.  

 

Rather than rest on one notion in economic geography, it is argued - along with Jessop, 

Brenner and Jones (2008), McCann and Ward (2012) and MacKinnon (2011b) - that place and 

territory have ongoing resonance when one considers the development dynamics taking place 

at city-region economies. Relationality, developed from Massey, has a privileged status in much 

economic geography theorising at present. However, reminded of Allen’s (2012: 191) critique 

concerning “objects often melting into a constitutive pool of relations” in aspects of relational 

work, and recognising the analytical challenges that durable place-based economic systems 
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pose to relational perspectives, it has been argued that territoriality remains a legitimate feature 

of socio-spatial framings.   

 

The conceptual framework developed in this thesis sets out the phases of investment and the 

integration domains by which relational and territorial processes effectively rub up against each 

other. The case studies show that factors associated with land and planning systems continue 

to shape the nature of multi-location firm investment that may access, anchor and diffuse at the 

city in focus. Territory and place are thus not malleable according to relational logics, but rather 

provide settings to be negotiated, accommodated and sometimes put up with by multi-location 

firms. The validity of socio-spatial concepts thus hinge on the shifting arrangements that result 

in varying forms of fixity and mobility in economic systems. It is apparent from the work in this 

thesis that empirical contexts will determine which socio-spatial concept, if one in particular can 

be isolated, has the most explanatory potency.  

 

As a reflection of repeated material and discursive patterns, MacKinnon (2011b) makes the 

case for the continued relevance of scale in economic geography. In this thesis, the conceptual 

framework developed to represent the empirical object is premised on a distinct inside and 

outside, accommodating, to some extent, a sense of hierarchy in terms of the logics and 

operations of global economic systems. However, what is inside and outside, or what is in reach 

or beyond reach, is always unstable and inherently recursive. Used instrumentally, on the other 

hand, the strategic deployment of scale by various actors is discussed by MacKinnon (2011b) in 

terms of “scalar politics”. This refers, crudely, to scale as a tool of policymaking and legitimation. 

Such acts of scalar designation are present in this research in terms of various governing 

authorities – local, quasi-regional (such as the GMCA) and national – identifying city-region 

settings and place development sites as key arenas for sub-national economic development 

(Jonas, 2012; Ward and Jonas, 2004). 

 

MacKinnon points to scale as constructed through material and discursive practices over time, 

thus leading us to consider evolutionary perspectives. 

 

Evolutionary and Institutional Theorising 

 

Unpacking the ways in which evolutionary and institutional processes shape the integration of 

multi-location firms at city-region settings has been noted as a feature that the “absorptive 

capacity” conceptual framework can accommodate.120 Three aspects of evolutionary and 

institutional theorising – conceptual areas that are tightly related (Hassink, Klaerding and 

                                                 

 
120 As Todorova and Durisin (2007) perhaps signify, evolutionary perspectives are increasingly called upon and 
suggested in the firm-absorptive capacity literature, also. 
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Marques, 2014) - are now delineated with a view to setting out areas where the conceptual 

framework may be productively developed. 

 

Of interest in second-tier contexts, firstly, is where existing economic development paths may 

be locked in and de-locked as a result of shifts at either the place or sector side of absorptive 

capacity. Martin and Simmie (2010), comparing Cambridge with Swansea, provide a vital 

contribution to the evolutionary economic geography literature here, demonstrating how existing 

contours and structures at places shape the integration of production systems. In the Edinburgh 

financial services case study, it has been demonstrated how numerous political events through 

history have acted to both start and firm-up paths for sector development. 

 

The following schematic shows how path dependencies can be illustrated within the absorptive 

capacity framework. In this narrow hypothetical application, the continuous lines refer to the 

linkages from an anchored multi-location firm to a supply chain at the diffuse parameter. The 

dotted lines come into effect as and when the transaction is repeated, or so specialised that the 

supply chain to some extent prevents or works against the firm lifting away from the context in 

focus (where the firm is locked in to some extent). In other words, the diagram represents the 

hypothetical121 yet common instance that supply chains lead to fixity in the second-tier city-

region of focus. 

 
Figure 7.1: Mapping Path Dependent Processes 
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121 Recall, however, the supply chain links between asset servicers and asset management in financial services in 
Edinburgh, and, in offshore wind, the embedding of multi-location firms to be proximate to a supply chain (as mentioned 
by interviewees). 



181 
 

The issue of whether the loss of a major headquartered financial services firm in Edinburgh may 

catalyse further employee and firm outflows was an issue noted in the data, and, in terms of de-

locking, will leave policymakers anxious and watchful.122 Analogously, in Manchester, significant 

diminution of activities by the three major operations firms in the wider Manchester metropolitan 

area, beyond short-term cyclical corrections, may raise concerns about long-term futures for the 

financial services sector in the city-region. Both concerns may arise, of course, given the 

possibility of negative cumulative causation - firm x exits, labour exits, firm y then exits, and so 

on.123 It is an empirical question, inflected by idiosyncratic personalities and politics, as to what 

point the fall-off in activity volumes is enough to trigger possible cumulative causations. 

Absorptive capacity, at the access and anchor, provides a framework to map the factors that 

enter into such considerations, but, like the theorisations of agglomeration economies and 

clusters, falls short as to specifying the moment when the trigger will be activated. 

 

Emergence, as a further evolutionary consideration, and with connections to aspects of path-

dependent economic systems, reflects an aspect of how causal mechanisms may usefully be 

framed within socio-spatial conceptual work. This thesis, drawing parallels with Martin and 

Sunley’s (2012) work, develops a framework by which to consider how certain factors emerge 

from the integrative firm-territory architecture in place. Indeed the directive and accommodating 

modes of vertical causation outlined in the previous chapter may usefully be advanced using 

Martin and Sunley’s (2012) typology of “downward causation”. Memory and selection, two 

mechanisms central to Martin and Sunley’s (2012) appraisal and their attachment to “third 

order” emergence, may be seen to manifest through the factors of “reputation” and “heritage” in 

this thesis. In essence, these are mechanisms which show how development of a city-region 

economy at t0 shapes development at t1. The reputation of a financial centre, indeed, gives 

signals to the broader financial services sector about where strengths and competencies reside, 

providing an impulse for the development at a later point. This supports both existing and new 

firms.  

 

Labour market effects also mesh into such reputational dynamics. For example, the labour 

market signals Edinburgh gives to future asset management firms will reflect existing labour 

stocks and NVQ4+ ratios to some degree, but also the performance of the sector in place now 

in terms of both “star” performers and the broader reputational signals given by particular 

offices. In this respect, the perceived capacity of asset management in Edinburgh now selects 

future asset management activities to the city and continues to strengthen, and attach quality 

signals to, the labour units already in place. This thesis shows, however, that other city-regions 

                                                 

 
122 Until nationalisation events have fully played out and been resolved, perhaps. 
123 Additionally, with respect to MediaCityUK, one could consider what might occur where, hypothetically, if the BBC 
retrenched to London. 
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will also be “selecting” in various ways, partially underpinning a place competition logic 

(conceptualised at the meta). In essence, emergence and to what extent financial centre 

reputation will lead development will be conditioned by what is out of reach as much as by what 

is in reach. Additional consideration and specification of third-order emergence may be useful in 

further developing the mechanisms underpinning city depth mechanisms posited in the 

conceptual framework. 

 

Thirdly, and as a matter of conceptual framing, “micro-meso-macro” is used by a number of 

scholars to help frame and order the complex factors involved in institutional and evolutionary 

economic geographies (Rozenblat, 2010; Iammarino and McCann, 2013: 7). The more 

theoretically engaged contribution of Dopfer, Foster and Potts (2004) provides a way to think 

through how different abstractive processes mesh and feed back with each other within 

evolutionary and institutional framings. Dopfer, Foster and Potts (2004: 263) argue that the 

meso acts as a key conceptual hinge, offering a translation for individual action at the micro, 

and the organisation and architectures of population sets at the macro, noting that: “from the 

evolutionary perspective, one cannot directly sum micro into macro”. Focusing on the meso 

level as the appropriate object or level for evolutionary work, Dopfer, Foster and Potts’ (2004) 

work closely aligns with this research, which positions the mediating channels at city-regions as 

operating between the meta and the direct. Dopfer, Foster and Potts (2004: 268) note indeed, 

“work on industrial districts, regional knowledge clusters, inter-firm industry organization, 

national innovation systems … all falls under the heading of meso economics from an 

evolutionary perspective”. In the spirit of “micro-meso-macro” theorising, this research links the 

roles of actors in grounded activities with the broad structuring patterns of sectoral systems, 

showing how the link takes different forms in different places. 

 

In terms of broader disciplinary reflections, furthermore, one can argue that economic 

geographers would benefit by more closely working the micro-meso-macro framework into their 

analyses. This would help to map and order the complex systems economic geographers are 

typically interested in. With practice advocates focused on the micro, and political economists 

retaining concern for structural systems at the macro, an appeal to “meso” theorising can be 

seen to provide a fruitful conceptual pathway. Further work may be required, however, to 

consider whether the meso “phases” posited by Dopfer, Foster and Potts (2004) are applicable 

where the city-region economy is the empirical object.124  

 

  

                                                 

 
124 Other than perhaps broad, economy-wide cyclical effects manifesting at the city-region, the transitions across the 
meso phases appear restrictively linear as an evolutionary trajectory (from nascency to maturity). 
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Normative Questions 

 

The desirability of greater absorptive capacity is an important issue to reflect upon. Should the 

policy goal of greater multi-location firm integration always be pursued? What are the 

environmental, social and economic risks of following such an approach? 

 

The problems of setting out to attract fleet-footed global capital has been widely critiqued by 

economic geographers. Those with attachments to the neo-liberal critique, for instance, point to 

the crisis tendencies of capitalism under conditions of market fundamentalism for which multi-

location firms take a prominent role (Gonzalez and Oosterlynck, 2014). Others, looking at the 

efficacy of inward investment policies, worry about the false promises of multi-location firm 

integration, suggesting an inexorable power asymmetry between firm and place-based actors 

(Phelps et al., 2003; Phelps, 2000; Dawley, 2007). Analogously, work in the GPN tradition has 

raised the spectre of the “dark side” of strategic coupling (MacKinnon, 2011a; Coe and Hess, 

2011). This has been developed to refer to the potentially exploitative labour practices that may 

emerge through GPNs and the integration of transnational capital (Cumbers et al., 2008). This 

serves to caution the claim that greater “strategic coupling”, or indeed absorptive capacity, is 

unambiguously positive or welfare enhancing. 

 

The absorptive capacity framework presents a tool to think through these critical normative 

issues. For example, the anchor and diffusion parameters provide researchers with a lens into 

the economic linkages, engendered by firm input-output channels, which may open up 

possibilities for small supply chain firms in a city-region. In this way, the mapping tool, fleshed 

out through granular firm-level analysis, may be utilised to show what links already exist and 

hint at what initiatives could possibly be pursued to strengthen the externality channel. Future 

research may also usefully focus on the modes through which labour supports or resists 

absorptive capacity, considering what positions organised labour boasts or lacks, in terms of 

accommodating, negotiating or resisting the locational priorities of key multi-location firms.  

 

Next Steps in Concept Development and Use 

 

The work in this thesis has set out how the framework can be applied at a city-wide and precinct 

level. However, this is simply a starting point, and there are many alternative ways by which the 

absorptive capacity concept could be deployed to interrogate the problem area of firm-territory 

integration. 

 

In terms of other possibilities, future research may choose to examine how a single institution, 

perhaps a stock exchange, for example, could be inserted into the framework. In this case, to 

what extent does the presence of a stock exchange shape the access, anchor and diffuse 
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dimensions for multi-location firms and their integration in a second-tier financial city? Vitiello 

and Thomas’s (2010) exposition of the Philadelphia Stock Exchange may, for example, be 

usefully applied within the absorptive capacity framework to map out how revolutionary politics, 

the Jeffersonian shift of the US capital, ongoing tensions with New York and technology have 

variously impacted Philadelphia’s emergence and plateauing as a financial centre. Alternatively, 

the framework could be used to sketch out the role of an infrastructure hub, such as an airport, 

at a second-tier city-region. Isolating the connectivity variable identified in this research, 

research may explore how new air links provide access possibilities for economic sectors, for 

example. 

 

The stark shocks experienced by some regional and national economies through the great 

recession may also be considered in terms of absorptive capacity. Considering the decline of 

Reykjavik in financial services, for example, one can map at the meta the changing regulations, 

strategies of key firms, as well as wider industry consolidation as factors (Derudder, Hoyler and 

Taylor, 2011). At the mediating, local institutional responses to banking sector turmoil can then 

be framed. As noted in an earlier chapter, how the big bang affected financial services in 

Edinburgh may also be usefully illustrated through the absorptive capacity framework. 

 

Absorptive capacity has been developed in this thesis through qualitative analysis. Where it can 

be agreed that, in certain contexts, stylised mechanisms can be pointed to, it may be possible to 

work up a weighted scorecard. The European Innovation Scorecard – now the Innovation Union 

Scoreboard - can be taken as an exemplar here, with mechanisms given different weights at 

different contexts (Hollanders and Tarantola, 2011). Also tackling issues of weightings, work on 

regional competitiveness may offer useful insights (Huggins, 2003). The development of such 

an approach would essentially reflect the deductive steps, which builds on the exploratory 

process presented in this thesis. 

 

City Contexts and Absorptive Capacity Applications 

 

Asking how the framework may work in the case of global cities is useful, moreover. In this 

respect, London’s absorptive capacity in financial services will be very different than that of 

Edinburgh and Manchester. London’s dominance in wholesale as well as retail markets of 

financial services means access is fairly unconstrained. However, certain functions lower down 

the value chain show signs of no longer being sustainable in London as a result of cost 

pressures. The move of a mid-cap equities trading team to Birmingham, purportedly due to 

rental constraints, points to activities spilling out from the global centre. When considering 

London’s absorptive capacity, one is likely to point to future transport investments, including 

Heathrow airport expansion, and ongoing labour market depth and flexibility, as key integrating 

factors. 
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It is interesting to ask similarly how other national financial centre systems may be configured 

across the absorptive capacity framework. In this respect, would the financial centres of Boston, 

Philadelphia, Chicago, Minneapolis, and Pittsburgh signal any similarities with Edinburgh and 

Manchester? The access, anchor and diffusion processes at such sites may work in very 

different ways as different institutional configurations are at play. One might ask, for instance, 

what the decentralised district structure for the Federal Reserve Bank provides such second-tier 

financial centres in the US? How does the Bank of England’s regional sites in Leeds and 

Manchester (for example) compare? 

 

Final Reflections 

 

The framework developed in this thesis orders the multiple mechanisms that shape the “firm-

territory nexus”. The work takes the stance that integration and embeddedness hinge on deeply 

contingent systems, making the identification of stylised mechanisms problematic. The 

framework is, therefore, modest in the claims it makes about what policies are likely to spur 

economic development. Rather the framework illustrates that opportunities and challenges for 

economic development are shaped by a wide range of factors lodged in a continual interplay 

and re-working of structure and agency. The work also resolves that it is far from clear where 

the thresholds and triggers lay for different economic actors, in terms of their contribution to 

regional economic development. This is a puzzle at the heart of economic geography and urban 

economics. 

 

As a consequence of contingency and partiality, the work calls for policymaking that is premised 

on dialogue with various actors, and that, regardless of political seductions or conveniences, 

refrains from copying and adopting bald “best practice” guides. As suggested by Turok (2009), 

the findings of this research hint at the need for economic development strategies that are built 

on a rich understanding of the local context, and the distinctive processes and characteristics in 

effect. 

 

Mindful of complexity, the absorptive capacity framework helps to frame and map the multiple 

phases and the varying institutional and evolutionary patterns that engender the firm-territory 

nexus. 
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Appendix 1 
 
 

 
 
Overview of Questions and Discussion Points 
 
David Waite, University of St Andrews 
 
Meeting with [ ], [ ], January [  ] 
 
 
 

 What is the general function of the Edinburgh office and what activities does [ ] conduct 
in the city? Has this changed over time? 
 

 

 Related to the above, how and in what ways do the firm’s activities in the city connect 
into the wider firm/corporate structure?  
 
 

 How stable is the firm’s production geography? In other words, how often does the firm 
change what it does where? 

 
 

 How have firm level changes – such as strategy shifts - impacted on what activities the 
firm undertakes in Edinburgh? 

 
 

 How have industry level changes – such as regulation or technology - impacted on the 
activities undertaken in the city? 

 
 

 What signals are provided by the city as an effective place to do business?  
 
 

 What supporting or facilitating roles are played by other firms and institutions in the city-
region?  

 
 

 Are particular labour specialisations required to support [ ]’s activity in Edinburgh? 
 
 

 How important are specialist input suppliers and support services in the city?  
 

  

 

University of St Andrews  
 

School of Geography & Geosciences 
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Appendix 2 
 

 

 
PARTICIPANT CONSENT 

FORM - CODED DATA 

 
 
Project Tit le  
 
Exploring the position of city-region economies within global firm networks 
 
Researcher Name 
 
David Waite  
dw36@st-andrews.ac.uk 
 

Supervisors Names 
 
Professor Duncan Maclennan  
dm103@st-andrews.ac.uk 
 

 
 
The University of St Andrews attaches high priority to the ethical conduct of research.  We 
therefore ask you to consider the following points before signing this form. Your signature confirms 
that you are happy to participate in the study. 
 
What is Coded Data? 
 
The term ‘Coded Data’ refers to when data collected by the researcher is identifiable as 
belonging to a particular participant but is kept with personal identifiers removed.   The 
researcher retains a ‘key’ to the coded data which allows individual participants to be re-
connected with their data at a later date.   The un-coded data is kept confidential to the 
researcher (and Supervisors).   If consent is given to archive data (see consent section of form) 
the participant may be contacted in the future by the original researcher or other researcher(s).  
 
Consent  
 
The purpose of this form is to ensure that you are willing to take part in this study and to let you 
understand what it entails.   Signing this form does not commit you to anything you do not wish 
to do and you are free to withdraw at any stage. 
 
Material gathered during this research will be coded and kept confidentially by the researcher with 
only the researcher and supervisor having access.   It will be securely stored in a lockable cabinet 
and through encrypted files, only accessible to the researcher and supervisor. 
 
 
Please answer each statement concerning the collection and use of the research data. 
 

I have read and understood the information sheet.  Yes   No 

I have been given the opportunity to ask questions about the study.  Yes  No 

I have had my questions answered satisfactorily.  Yes  No 
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I understand that I can withdraw from the study at any time without having to give an 
explanation. 

 Yes  No 

I understand that while all efforts will be made to maintain data confidentiality and 
anonymity, issues relating to the novelty of firm activities mean that only partial 
anonymity can be guaranteed. 

 Yes   No 

I have been made aware that stakeholders outside the firm may be consulted, though 
the content of our discussions will not be divulged to them. 

 

I understand that my data will be stored for a period of 5 years before being destroyed  

 Yes 

 

 Yes  

 No 

 

 No 

I have been made fully aware of the potential risks associated with this research and 
am satisfied with the information provided. 

 Yes   No 

I agree to take part in the study  Yes   No 

 

Part of my research involves taking tape recordings. These recordings will be kept secure and 
stored with no identifying factors i.e. consent forms and questionnaires.     

Recorded data can be valuable resources for future studies therefore we ask for your additional 
consent to maintain data for this purpose. 

I agree to being tape recorded   Yes   No 

I agree for my tape recorded material to be published as part of this research  Yes  No 

I agree for my tape recorded material to be used in future studies   Yes  No 

 

Participation in this research is completely voluntary and your consent is required before you can 
participate in this research.   If you decide at a later date that data should be destroyed we will 
honour your request in writing. 

 

Name in Block Capitals 

 

Signature 
 

Date 
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Appendix 3 
 

 

 

PARTICIPANT 
INFORMATION SHEET 

 

 
Project Tit le  
 
Exploring the position of city-region economies within global firm networks 
 
What is the study about?  
 
This study is being conducted as part of my PhD Thesis in the School of Geography and 
Geosciences and is supported, in part, by the City of Edinburgh Council. 
 
My research seeks to explore the connections between a firm’s global production 
network and the activities the firm conducts in Edinburgh. Focusing on the activities 
undertaken and rationales pursued by firms, the study aims to illustrate and explain how 
firms balance wider organisational and operational requirements with the possibilities 
and constraints provided in the Edinburgh city-region, drawing out, where possible, the 
implications this might have for the pursuit of local economic development. 
 
This research is part of a wider doctoral research project that, through four case studies in 
Edinburgh and Manchester, seeks to illustrate and theorise the nature of global-local 
connections in city-region economies. 
 
Do I have to take Part?  
 
This information sheet has been written to help you decide if you would like to take part.  It is up 
to you and you alone whether or not to take part.   If you do decide to take part you will be free 
to withdraw at any time without providing a reason.    
 
Employees are not obliged by their manager to participate in this study. It is the choice of 
employees alone. 
 
What would I  be required to do?  
 
This interview will take approximately 60 minutes. The interview will be of a semi-structured 
form and will be based on approximately 10 broad question areas (some with sub questions). 
 
Will  my part icipation be Anonymous and Confident ial?  
 
Only myself (the researcher) and supervisors will have access to the raw data.  
 
All efforts will be made to keep your responses confidential. In the written documentation, 
pseudonyms will be used for individual firms. However, be aware that, (a) the novelty of your 
firm’s activities may be apparent to readers of the publications that result from the research; (b) 
that novelty might identify your/your firm’s participation to other participants involved in this 
project (however, no details of our conversation will be divulged to other participants). With 



212 
 

regard to the latter, I will be talking to other firms and service providers, some of whom you may 
have an association with. 
 
Also, our discussions may cover areas of commercial advantage. Please identify where these 
arise and notify if any aspect of the material needs to be redacted from the interview write up. 
 
Your permission is also sought in the Participant Consent form for the data you provide to be 
used for future scholarly purposes. 
 
Storage and Destruct ion of Data Collected  
 
The data we collect will be accessible by the researchers and supervisors involved in this study 
only, unless explicit consent for wider access is given by means of the consent form. Your data 
will be stored for a period of at least 5 years before being destroyed. The data will be stored on 
an encrypted software format, while other notes and Dictaphone recordings will be located in a 
secure cupboard. 
 
 
What wi ll  happen to the results of the research study?  
 
The results will be finalised by the end of 2013 and written up as part of my PhD Thesis.  
 
In the Edinburgh case study, outputs (with the data anonymised) will be provided to the City of 
Edinburgh Council in mid to late 2012. 
 
Are there any potent ial  r isks to taking part?  
 
There are no personal risks in taking part. 
 
Questions 
 
Do you have any questions in relation to this project before completing the Consent Form? 
 
Consent and Approval  
 
This research proposal has been scrutinised and been granted Ethical Approval through the 
University ethical approval process. 
 
What should I  do if  I  have concerns about this study? 
 
A full outline of the procedures governed by the University Teaching and Research Ethical 
Committee is available at: www.st-andrews.ac.uk/utrec/complaints/ 
 
Contact Detai ls  
 
Researcher:  David Waite - dw36@st-andrews.ac.uk 
 
Supervisor:  Professor Duncan Maclennan - dm103@st-andrews.ac.uk 
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Appendix 4 
 
Interviews Conducted 
 
Interviews were conducted between August 2012 and April 2013. 
 
Interviews where audio recording was permitted (FS = financial services): 
 

Code 
 

Case Study Position Firm 

A101 Edinburgh FS Head of Office Banking 

A102 Edinburgh FS Senior Manager Asset Management 

A103 Edinburgh FS Senior Manager Asset Management 

A104 Manchester FS Senior Advisor Asset Management 

A105 Manchester FS Senior Manager Asset Management 

A106 Edinburgh FS Senior Executive Asset Management 

A107 Manchester FS Senior Manager Banking 

A108 Edinburgh FS Senior Executive Insurance and Pensions 

A109 Manchester FS Senior Executive Banking 

A110 Edinburgh FS Senior Executive Insurance and Pensions 

A111 Edinburgh FS Senior Manager Banking 

A112 MediaCityUK Senior Manager University 

A113 Edinburgh FS Senior Advisor Professional Advisory 

A114 Edinburgh FS Senior Executive Asset Management 

A115 Edinburgh FS Senior Manager Government Body 

A116 Edinburgh FS Senior Manager Asset Management 

A117 Edinburgh FS Senior Manager Insurance and Pensions 

A118 Leith Docks Senior Advisor Government Body 

A119 Edinburgh/Manchester FS Head of Organisation Industry Body 

A120 Manchester FS Senior Executive Professional Advisory 

A121 Edinburgh FS Head of Organisation Industry Body 

A122 Edinburgh FS Head of Organisation Industry Body 

A123 Edinburgh FS Chief Economist Banking 

 
Interviews where audio recording was not possible: 
 

Code 
 

Case Study Position Firm 

B101 Edinburgh FS Head of Office Banking 

B102 Edinburgh FS Senior Manager Professional Advisory 

B103 Manchester FS Head of Office Banking 

B104 Manchester/Edinburgh FS Senior Executive Industry Body 

B105 Manchester FS Senior Manager Asset Management 

B106 MediaCityUK Senior Executive Digital/ICT 

B107 Manchester FS Senior Manager Government Body 

B108 Edinburgh FS Head of Office Banking 

B109 MediaCityUK Senior Executive University 

B110 MediaCityUK Senior Executive Digital/ICT 

B111 MediaCityUK Senior Manager Digital/ICT 

B112 Manchester FS Senior Advisor Industry Body 

B113 Edinburgh FS Senior Executive Industry Body 

B115 Edinburgh FS Senior Executive Professional Body 

B116 Manchester FS Head of Office  Banking 

B117 Leith Docks Senior Executive Industry Body 

B118 Leith Docks Senior Advisor Government Body 

B119 Leith Docks Head of Organisation Third Sector Body 

B120 Edinburgh FS Senior Advisor Government Body 

B121 MediaCityUK Senior Executive Media 

 


