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ASSESSMENT 12

1. Give short answers for the following questions:
I. What is the importance of location for the supply chain?  
Location decisions are essential whenever a business opens new facilities. Wrong location can give very poor performance, but moving to the better/improved location can be equally difficult and be very costly. The only solution is to decide the right location in the first place. Location decisions are always difficult, however the right location does not promise success, and businesses have to think many factors. Some of the factors can be predictable/calculated – operating costs, taxes, wage rates, exchange rates, distance from present locations, and number of competitors, development grants, reliability of supplies and population /possible customers. Other factors cannot be easily calculated – class of infrastructure, political steadiness, social attitudes, trade relations, legal systems, prospective developments of the economy etc. There are also the new trends in supply chains which built business centres, industrial areas, supermarkets, shopping centres and retails estates outside the towns. So it is very important to be close to places where most of customers and consumers go on daily/weekly basis.

II. Outline the factors that influence location decisions. 
The main factors are:
· Location of Customers
· Location of Suppliers and Materials
· Cultures
· Government Attitudes
· Direct Costs
· Indirect Costs
· Exchange Rates
· Social Attitudes
· Organization
· Operations.
If we want to specify all the factors, the scoring model (feasible approach) is based on many of factors and every factor has a score:
For the region and country:
· Availability, skills and productivity of workforce;
· Local and national government policies, regulations, grants and attitudes;
· Political stability;
· Economic strength and trends;
· Climate and attractiveness of locations;
· Quality of life – including health, education, welfare and culture;
· Location of major suppliers and markets;
· Infrastructure – particularly transport and communications;
· Culture and attitudes of people.
In the city or area:
· Population and population trends;
· Availability of sites and development issues;
· Number, size and location of competitors;
· Local regulations and restrictions on operations;
· Community feelings;
· Local services, including transport and utilities.
In the site:
· Amount and type of passing traffic;
· Ease of access and parking;
· Access to public transport;
· Organizations working nearby;
· Total costs of the site;
· Potential for expansion or changes.


III. What are the alternatives of selecting new facilities? 
If an organization makes a mistake and opens facilities in a poor location, it cannot simply close down and move to a better place.  Working in the wrong location can give very poor performance, but moving can be equally difficult. The right location does not guarantee success, but the wrong location will certainly guarantee failure.
Location decisions are invariably difficult, and organizations have to consider many factors. Reasons why companies have to consider the new location:
· The end of a lease on existing premises;
· Expansion into new geographic areas;
· Changes in the location of customers or suppliers;
· Changes to operations;
· Upgrading facilities;
· Changes to transport;
· Changes in the transport network;
· Mergers or acquisitions giving duplicate operations that must be rationalized.

There are 5 alternatives in order of escalating the investment:
· Licensing or Franchising - Local organizations make and supply the company’s products in return for a share of the profit.
· Exporting - Company makes the product in its existing facilities and sells it to a distributor working in the new market.
· Local Distribution and Sales - Company makes the product in its existing facilities, but sets up its own distribution and sales force in the new market.
· Local Assembly and Finishing - Company makes most of the product in existing facilities, but opens limited facilities in the new market to finish or assemble the final product.
· Full Local Production - Company opens complete 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. The examination calculates the whole cost of working from every location and finds the cheapest.
· Costing models calculate with the locations near the consumers have higher costs of inner transport, and those near to suppliers have higher costs of outer transport, and the finest location is likely to be in between. The cost of running the facility are permanent despite of its location, that’s why the model looks at the variable cost. Total variable cost equals the sum of operating cost, inwards transport cost and outward transport cost.
· The other costing model is based on comparison of distance and focus on transport cost only. Whichever location has the smaller total value is the best (rectilinear distance equals the distance in and out).
· Another option is in assessment model where the comparison is in pros and cons between a few major locations compared to great number of spread-out facilities.
· Scoring model is the most general alternative where the complete list of factors that are significant for the location, are given the real score for every factor, then sum up every location and compare. This model includes the factors which cannot be simply enumerated (skills and productivity of workforce; political stability; culture and attitudes of people; infrastructure; climate and attractiveness of location; local regulations; ease of access and parking etc.).

2. Discuss in detail the process of choosing geographic regions for supply chain.
There is a hierarchy of decisions to be made in choosing the right location. At the top is to choose the geographic area to work in. Then choose local views and think of option of countries or areas within this area. Then look at the option of towns and cities within this area and finally think of different sites within a chosen town.
All these decisions are based on the company strategy and the plan of operation and growth. The consideration of overall cost might not be the leading factor in location, as a logistics plan may focus on quality, speed of response, flexibility, reliability, customer service etc. rather than least cost. There are really many factors when choosing the common region:
· Location of customers – being close to consumers is mainly important (just in time operations); shops, buses, banks, restaurants are in the centre of towns.
· Location of suppliers and materials – producers are more likely to be located near the supplies of raw material.
· Culture – it is easier to develop into area that has an alike language, culture, laws, costs and regulations comparing to totally different/foreign area.
· Government attitudes – national and local government regulations can badly affect the plan.
· Direct costs – costs of operations (materials, wages, overheads and utilities) but depending on the location, often the right location with higher output and many advantages comes at higher cost.
· Indirect costs – local taxes and charges on the payroll (social pension, insurance, social costs), ownerships (local partners), currency exchange and repatriation of profits.
· Social attitudes – some countries put more stress on community welfare than others, union memberships, stress on individual rather than corporate benefits causing high staff turnover.
· Organisation – control or little independence of new operations and neighbourhood operations; inflexible and less own conditions and making decisions.
· Operations – identical operations are easier to manage however give less advantage of local knowledge and practises.

There are two different approaches to location decisions:
· Infinite set approaches – based on arithmetical and geometric arguments for the best location assuming there are no limits on site accessibility; this simple method is based on the fact that a facility can be located near to customers or near to suppliers, or it can be located at some point between suppliers and customers. Single median problem or covering problem models.

· Feasible set approaches – where there are only a small number of feasible sites, and an organization has to choose the best.
· Costing model: Feasible set approaches identify available sites, compare them, and find the best.  An obvious analysis calculates the total cost of working from each location and finds the cheapest.  In practice, many of the costs of running a facility are fixed regardless of its location. Argument - If an organization concentrates activities in a few key locations – such as main logistics centers – inward transport consists of large deliveries made to a few facilities and the cost is low.  However, the few facilities are, on average, further away from customers and the outward transport cost is high. And if there are a large number of spread-out facilities – such as retail shops – inward transport consists of small deliveries to more destinations and the cost is high.  The facilities are, on average, nearer to customers, so they have the benefits of higher customer service and lower outward transport cost.
· Scoring models: Scoring models emphasize the factors that are important for locations, but which cannot easily be costed or quantified. Even if we cannot quantify the important factors, we still need to identify them.

There are also Network models. Sometimes it is difficult to relate the two approaches to actual road layout and geographic features.  There are, however, many databases of road networks that automatically find the best routes between two points, such as Microsoft AutoRoute Express and Softkey Journey Planner.

	Location Planning in general:
· Step 1: recognize the features required and a new location, decided by the business and logistics strategies, arrangement of the supply chain, customers, aims, and other appropriate factors. Look for countries and regions that can best supply these.
· Step 2: Within the selected region, use a set approaches to find the most excellent area for locations.
· Step 3: Search around this region to find a possible set of accessible locations.
· Step 4: Use a practicable feasible set approaches to compare these alternatives.
· Step 5: Discuss all obtainable information and come to a choice.















      Hierarchy of decisions on location:
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