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Marking Criteria:
 We expect the learners to write 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 marks question.
For high grades use examples and illustrations where appropriate. 
	1. Give short answers to the following questions:

I. What is the importance of location for supply chain?
Facilities location determines the best geographic places for the diverse elements in a supply chain. Location decisions are essential whenever a business opens new facilities. Working in the wrong location can give very poor performance, but moving can be equally difficult. The only solution is to decide the right location. Location decisions are always difficult and businesses have to think many factors. Some of these can be calculated (or predicted), such as operating costs, taxes, wage rates, currency, exchange rates, distance from present locations, number of competitors, development grants, reliability of suppliers. Other factors are non-quantifiable, such as social attitudes, trade relations, legal system, and prospective developments of the economy and so on. The right location does not promise success but the erroneous location will surely guarantee failure.
II. Outline the factors that influence location decisions.
Decisions regarding the location for a new factory are dominated by:
· Availability of a labor force with suitable skills
· Labor relations and social attitudes
· Environment and class of life for employees
· Proximity of suppliers and services
· Quality of infrastructure
· Government policies towards industry
Their decisions concerning location put more stress on:
· Population density
· Location of competitors and other services
· Location of other attractions and other sevices
· Ease for public transport
· Ease of access and suitable parking
· Visibility of site.
III. What are the alternatives of selecting new facilities?
Choosing the right location is one of the most ordinary problems that organization face. As a rule approximately 45% of companies develop on the same site, similar number open extra facilities, and 10% close down present operations and move. The most radical alternative of totally relocating has extremely high costs and is troublesome. The most traditional option of expanding existing facilities involves small risk and can provide economies of scale.
The following list gives alternatives in order of escalating investment:
· Licensing or franchising – local companies provide company’s products for a share of profit
· Exporting – company makes product in current facility and then sells it to distributor  in the new market
· Local distribution and sales – business makes product in current facility and sets up own circulation and sales force in new market
· Local assembly and finishing – business creates most of the product in existing facility but opens facilities in the new market to finish the final product
· Full local production – corporation opens full facilities in the new market
IV. What are feasible set approaches? How these are used in location decisions?
Feasible set approaches recognize existing sites, compare them and find the most excellent. An obvious examinations calculates the whole costs from every location and finds the cheapest. A lot of cost of running a facility are permanent despite of its location. Then instead of looking at the entire cost we can think of those costs that vary mainly the transport and operating costs.

Total variable cost = operating cost + inward transport cost + outward transport cost.

Location near consumer have higher costs of inner transport and those near to suppliers have higher outer transport costs so the finest location is likely to be in between.
We can use a version of this assessment model to discover the best number of facilities. The argument runs as follows.
a) If a business concentrates activities in a few major locations, inward transport comprised of large deliveries made to little facilities and the cost is low. Though the few facilities are further away from consumers and outward transport cost is high. 
b) If there are great number of spread-out facilities, inward transport comprised of small deliveries to more destinations and the cost is high. The facilities are nearer to consumer so they have the advantages of higher consumer service and lower outward costs.
2. Discuss in detail the process of choosing geographic regions for supply chains.
Facility location is concerned with a hierarchy of decisions. At the top of this are the wide decisions regarding which geographic areas to work in. Then more local views that think option countries or areas within this area. Then we look more intimately at option towns and cities within area and finally we think of different sites within a chosen town. These broad decisions come from the company strategy. The supply chains turn out to be more complex, but the logistics has to be well organized that lower production cost are not filled by higher logistic costs. Maybe the overruling consideration is that cost might not be a leading factor in location. A logistic plan may focus on quality, speed of response, flexibility, reliability, customer service and so forth, rather than last cost.
Every organization must think a lot of factors when choosing the common regions to work in. These are the most important factors to think of:
· Location of customers – service providers must by close to their consumers.
· Location of suppliers and materials – producers are more likely to place near supplies of raw material.
· Culture – it is easier to develop into an area with alike language, culture, laws and costs than totally foreign area.
· Government attitudes – national and local government regulations can badly affect an area’s charisma
· Direct costs – these are the costs of operations, including materials, wages, overheads and utilities. They can differ widely by the area.
· Indirect costs – local taxes and charges on the payroll (social pension, insurance, social cost)
· Exchange rates – considered as less predictable indirect costs.
· Social attitudes – some areas put more stress on community welfare.
· Organization – An organization can maintain a close check on new operations by controlling these from present headquarters and giving neighborhood operations little independence (this is inflexible and does not let local organizations to become accustomed to their own conditions or expand skills).
· Operations – Organizations can have identical operations in every area or they try to merge into local surroundings and acclimatize their operations so they are more familiar to their host countries.
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