[image: image6.png]ﬁ
o R



                                                                  

	Student Name:
	MAJALIWA FREDERICK

	Student Number:
	1374

	Course:
	Diploma in Logistics and Supply Chain Management

	Assignment NO:
	12


Marking Criteria:
 We expect the learners to write a minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 mark question.
For higher grades use examples and illustrations where appropriate. 
	Please insert your completed assignment (in word format)  here:

Supply Chain Systems Design

Assessment 12 Total Marks:                                                                                                             30

1. Give short answers to the following questions:                                                                      (20)
I. What is the importance of location in the supply chain?
Answer:

Facility location is the process of identifying the best geographic location for a service or production facility. In choosing a business site/location, there are two strategies employed, one is involving infrequent decision based on demand outgrowing existing capacity, local changes in labour productivity, exchange rates, costs, local attitudes and shifts in demographics and customer demands.
On the other hand, the location strategy options include don’t move, expand an existing facility, or maintain current sites, add another facility or closing an existing facility and move to another location
Generally, location decision are based on:

· Cost or profit potential and customer service

· Finding a number of acceptable locations from which to choose (no single location may be better than others)
· Position in the supply chain

· End: accessibility, consumer demographics, traffic patterns, and local customs are important

· Middle: locate near suppliers or markets

· Beginning: locate near the source of raw materials

· Supply chain management issues such as supply chain configuration

· Centralized vs. decentralized distribution

General procedures for making location decision are based on:

· Decide on the criteria to use for evaluating  location alternatives
· Identify important factors (such as location of markets or raw materials)
· Develop location alternatives
· identify the country or countries for location
· identify the general region for location
· - identify a small number of community 
  alternatives
· identify site alternatives among the cummunity alternatives 
· Evaluate the alternatives and make a selection
II. Outline the factors that influence location decisions. 
Answer:

The following are factors That Affect Location Decisions
· Labour Productivity
· Exchange Rates and Currency Risks
· Costs
· Political Risk, Values, and Culture
· Proximity to Markets
· Proximity to Suppliers
· Proximity to Competitors (Clustering)
· Customer base

· Construction/ leasing cost

· Site costs (land, expansion, parking, etc.
· Quality of life issues in the community (education, health care, sports, cultural activities etc.) 
· Site size

· Transportation

· Traffic

· Zoning restrictions

· Safety/security

· Competition

· Area business climate

· Income level

· Host community
· Competitive advantage
· Utilities including gas, electric, water and their costs 
III. What are the alternatives of selecting new facilities?
Answer

Selecting a better location is one of the most common problems that organizations face. There are varying reasons  as to why businesses require considering business site, including:
· Expiring of a lease on the present core business premises;

· Growing business by expanding  into further geographic areas;

· Changing customer needs and diversity;

· Technological changes and business environment

· Designing new products and services through Business process reengineering or Introducing innovative technology

·  Changes in the transportation network – such as, the opening of the Channel Tunnel

· Or Road Bridge between Sweden and Denmark

· Changing the business models either through Mergers or acquisitions giving duplicate operations

· When a business wants to change its facilities – either get bigger, move locations, or

· Close down – it has three alternatives or expansion or changing present facilities, at a present location and much more
IV. What are feasible set approaches? How these are used in location decisions?
Answer:

The following are methods  or feasible set approaches used to evaluate the  Location Alternatives
a) The Factor-Rating Method is popular because a wide variety of factors can be included in the analysis. It involves the following  six steps in the method
· Develop a list of relevant factors called critical success factors
· Assign a weight to each factor
· Develop a scale for each factor
· Score each location for each factor
· Multiply the score by weights for each factor for each location
· Recommend the location with the highest point score
 A photo-processing company intends to open a new branch store.  The following table contains information on two potential locations.  Which is better?
Scores

(Out of 100)

Factor

Weight

Alt 1

Alt 2

Proximity to existing source

.10

100

60

Traffic volume

.05

80

80

Rental costs

.40

70

90

Size 

.10

86

92

Layout

.20

40

70

Operating Cost

.15

80

90

1.00

b) Locational Break-Even Analysis is the Method of cost-volume analysis used for industrial locations. It involves a series of three steps in the method as listed below
· Determine fixed and variable costs for each location
· Plot the cost for each location 
· Select location with the lowest total cost of the expected production volume
c) Centre-of-Gravity Method involves finding the location of distribution centre that minimizes distribution costs. The method or alternative Considers
· Location of markets

· The volume of goods shipped to those markets

· Shipping cost (or distance)

Centre of Gravity Method places existing locations on a coordinate grid, where  Grid origin and scale is arbitrary  and it maintains relative distances, while calculating  X and Y coordinates for ‘centre of gravity’ by assuming the cost is directly proportional to distance and volume shipped
· A center of Gravity method, is a  method for locating a distribution center that minimizes distribution costs 
·  It finds location of a single distribution center serving several destinations
·  It uses primarily for services 
· The method treats distribution costs as a linear function of the distance and the quantity shipped
· The quantity to be shipped to each destination is assumed to be fixed
· The method necessitates to identify coordinates and weights shipped for each location and includes the use of a map that shows the locations of destinations
· The map must be accurate and drawn to scale
· A coordinate system is overlaid on the map to determine relative locations
d) Transportation Model finds the amount to be shipped from several points of supply to several points of demand. The solution will minimize total production and shipping costs with a special class of linear programming problems. The transportation method of linear programming can be used to solve specific location problems. It could be used to evaluate the cost impact of adding potential location sites to the network of existing facilities. It could also be used to evaluate adding multiple new sites or completely redesigning the network

2. Discuss in detail the process of choosing geographic regions for supply chains.           (10)
Answer:
When choosing a key International Locations like North America, Europe, Pacific Rim, China, Russia or any other international location outside your local place of operation, the following are key Considerations

· Political/legal concerns.

· Cultural issues (including business).

· Infrastructure: supplies, communication, utilities.

· International trade issues like exchange rates.

· Market access issues.

· Labour availability, attitudes, productivity, costs.

· Quality-of-life issues.

On the other hand, if you are choosing a site location within the sub-region or state, the following are key factors to put into consideration
· Government incentives.

· Corporate desires

· Market and demographic factors.

· Proximity to raw materials and customers

· Attractiveness of region (culture, taxes, climate, etc.)

· Environmental regulations of state and town.

· Economic conditions.

· Costs of key inputs and advertising media.

· Cost and availability of utilities.

· Labour availability, costs, attitudes towards unions
More reasons for relocating the business geographically include:
· Labor (availability, education, cost and unions)

· Proximity of customers

· Number of customers

· Construction/leasing costs

· Land costs

· Modes and quality of transportation

· Transportation costs

· Incentive packages 

· Governmental, legal regulations, policies and barriers
· Environmental regulations

· Raw material availability

· Commercial travel

· Climate

· Infrastructure (cost and availability of utilities)
· Quality of life
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