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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. 
I. Location plays an important role as it has the potential to either make or break the supply chain of the organisation. The geographical location of the facilities for the various elements in the supply chain must serve as a long term objective and must not be taken lightly as:

· If the incorrect location decision is made: 

· The capital investment involved in opening a new facility can run into tens or even hundreds of millions of dollars which will not be recoverable if the organisation cannot turn a profit or is forced to close the facility

· Resulting in unsustainable operating costs (such as increase in transportation costs, less flexibility and reliability, monopoly being held by suppliers etc.)

· An inefficient operation will also produce poor performance and customer dissatisfaction

Similarly, the correct location will have opposite effect and will go a long way in aiding the successful operation and profitability of the organisation. 
 
II. Usually the most important factors that influence location decisions are: 

· Location of customers – organisations generally tend to be located in close proximity to their suppliers and customers

· Location of utilities – proximity to power generation and supply companies etc.

· Culture – it is easier to open a new facility in an area that has the same or similar culture, laws, language and costs than to open in a foreign area

· Government attitudes – local and national governmental regulations can have an adverse effect on the appeal of an area

· Direct costs – these are the costs associated with the operations of the organisation (wages, materials, utilities, overheads etc.)

· Indirect costs – these are the indirect costs associated with the organisations operations (taxes, insurance, social commitments etc.) 

III. Alternatives to be considered when selecting new facilities are:

· Expansion into new geographical areas
· Changes in site of customer and suppliers
· Upgrading of facilities (like the introduction of new technologies)
· Changes in the transportation network (opening of new roads, bridges, tunnels etc.)
· Changes to operations 
· Merges and acquisitions resulting in duplicate or overlapping operations


IV. After an organisation chooses the geographical region and country, it has to go further down into the area and individual sites locations as well. On such method used, is the feasible set approach.  

The feasible set approach assumes that the organisation only has a small number of feasible sites and has to choose the best from the available set. This is achieved by comparing the costs associated to each site such as operating costs, overheads, costs of moving materials inwards from suppliers, costs of moving materials outwards to customers etc. 

In general, a higher operating and overhead costs promote large centralised facilities that can offer economies of scale; higher costs of inward transportation promotes facilities that are closer to main suppliers and higher costs of outward transportation promote decentralised (smaller dispersed) facilities near customers.

2. The choice of deciding the site location for the organisations facility is a complex decision. It begins at the top regarding broad decisions about geographic regions, moving down to detailed decisions about individual sites.  

The above can be decomposed into the following  5 step process:

· Step 1 - identify the features needed in a new location and identify regions and countries that can best supply these

· Step 2 - Use an infinite set method to find the best area within this region

· Step 3 - Search around this area to find a set of alternative locations

· Step 4 - Use a feasible set method to compare these alternatives

· Step 5 - Discuss all available information and come to a decision
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