Vismantas Mikstas Student No 1181 Assignment No 12          6
	 
[image: BOLC_Logo]                                                                  




	Student Name:
	Vismantas Mikstas

	Student Number:
	1181

	Course:
	Supply Chain Management Diploma

	Assignment NO:
	12




Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	V. Mikstas
	Date
	19/10/2014




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	












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. If an organization makes an error and opens its facilities in unfavorable location – maybe after a venture of millions of pounds – it cannot just close down and move to an improved place. Working in the wrong location can give very poor performance, but moving can be equally difficult. The only solution, of course, is to decide the right location in the first place. The right location does not promise success, but the erroneous location will surely guarantee failure.

II. Outline the factors that influence location decisions.

Location decisions are always difficult, and businesses have to think many factors. Some of these can be calculated – or at least predicted – such as operating costs, taxes, wage rates, currency exchange rates, distance from present locations, number of competitors, development grants, reliability of supplies and population. Other factors are no quantifiable, such as the class of infrastructure, political steadiness, social attitudes, trade relations, legal system, prospective developments of the economy, and so on. There are other trends in site, such as a rising number of out-of-town malls, supermarkets and retail estates. The main trend towards shorter supply chains implies that layers of mediators are disappearing, and logistics is intense in fewer facilities.

III. What are the alternatives of selecting new facilities?

Choosing a superior location is one of the most ordinary problems that organisations face. There are quite a few reasons why they require considering location, including:
· The end of a lease on present premises,
· Expansion into further geographic areas,
· changes in the site of customers or suppliers,
· changes to operations – like an electricity corporation moving from coal generators to gas,
· upgrading facilities–maybe to introduce innovative technology,
· changes to transport–such as an exchange from rail transport to road,
· changes in the transportation network – such as the opening of the Channel Tunnel or Road Bridge between Sweden and Denmark;
Mergers or acquisitions giving duplicate operations that must be rationalized. In practice, when a business wants to change its facilities – either gets bigger, move or close–it has three alternatives:
· expand or change present facilities at a present site,
· open supplementary facilities at another site while keeping all particular facilities,
· close down present operations and move.
The most traditional option of expanding existing facilities involves small risk and can provide economies of scale.

IV. What are feasible set approaches? How these are used in location decisions?
Feasible set approaches of a costing model recognize existing sites, compare them, and find the most excellent. An obvious examination calculates the whole cost of working from every location and finds the cheapest. 
Total variable cost = Operating cost + Inward transport cost + Outward transport cost of a facility.
Locations near to consumers have higher costs of inner transport, and those near to suppliers have higher costs of outer transport, so the finest location is likely to be in between. An obvious trouble, though, is that we do not know the genuine costs before we in fact open a facility. It is hard to find the precise cost of delivering to any particular consumer, so we can suppose that the transport cost is comparative to the distance moved. 
Rectilinear Distance = Difference in (X co-ordinates) + Difference in (Y co-ordinates) Then we can use this simple measure to identify the location with the smallest total value of load x rectilinear distance moved.
We can use a version of this assessment model to discover the best number of facilities. The argument runs as follows.
· If a business concentrates activities in a few major locations –such as major logistics centres–inward transport comprised of large deliveries made to a little facilities and the cost is low. Though, the few facilities are, on average, further away from consumers and the outward transport cost is high.
· If there are a great number of spread-out facilities – like retail shops – inward transport comprised of small deliveries to more destinations and the cost is high. The facilities are, on average, nearer to consumers, so they have the advantages of higher consumer service and lower outward transport cost.
Costing model can offer useful comparison, but it has faults, so it is often better to employ some other method for comparison. The most general alternative is a scoring model. Scoring models stress the factors that are significant for locations, but which cannot simply be enumerated. Even if we cannot count the significant factors, we still want to identify them. A complete list of factors includes: 
In 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.
This is the foundation of scoring models, which have the following five steps: 
1. decide the applicable factors in a decision
2. give every factor the most possible score that shows its significance
3. consider every site in turn and give areal score for every factor, up to this maximum
4. add the sum score for every location and find the highest
5. discuss the end result and make a concluding decision.

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 there are more local views that think option countries or areas within this area. Then we look more intimately at option towns and cities within this area. Finally we think of different sites within a chosen town. The broad decisions concerning geographical regions and countries come from the company strategy. An organisation with a plan of global operations or growth must constantly look for new locations. The supply chains turn out to be more complex, but logistics has to be so well-organized that lower production costs are not filled by higher logistics costs. A trouble with moving to areas with low cost operations is that they may present higher total costs than expected. Many people suppose that low wage rates mean low total cost. This is not essentially true, as low wages can be escorted by very low output. Another difficulty is that transport costs vary quickly, and rises can make them more significant than operating costs. Maybe the overruling consideration is that costs might not be a leading factor in location. A logistics plan may focus on quality, speed of response, flexibility, reliability, customer service and so forth, rather than least cost. Considering in choosing regions organizations have to think a lot of factors when choosing the common regions to work in. The following list includes some of the most important:
· Location of customers: Service providers must usually be close to their consumers – which are why you discover shops, libraries, buses, restaurants, solicitors, banks and so on in town centres. The similar arguments hold for manufactured products which have a lofty cost of delivery to end customers–which is why there are lots of local bakers, brewers, dairies and double glazing factories. Sometimes being close to consumers is mainly important, as with just-in-time operations. Location of suppliers and materials: producers are more likely to place near to supplies of raw materials, chiefly if these are heavy or large. This is why coal burning power stations are close to coalmines and pulp mills are near to timber forests.
· Culture: It is easier to develop into an area that has an alike language, culture, laws and costs, than to get bigger into a totally foreign area. A business currently operating in Belgium would find it easier to develop in France than in, say, Korea.
· Government attitudes: National and local government regulations can badly affect an area’s charisma. Investment in Hong Kong, for instance, has fallen since its return to rule by China. A lot of governments offer inducements for companies to move into an area – but others are less warm, maybe trying to direct foreign influences on the economy.
· Direct costs: These are the costs of operations, including materials, wages, overheads and utilities. They can differ widely. The most striking locations offer a blend of low direct costs and elevated performance. Often there is equilibrium, with higher output coming at higher cost. A lot of organisations would like to locate in high cost areas to get the other advantages they bring.
· Indirect costs: There can be numerous indirect costs of doing business, including local taxes and charges on the payroll like social pension, insurance, and social costs. There might also be controls on business ownership (often including a controlling local partner), currency exchange and repatriation of profits.
· Exchange rates: These can come into view as indirect costs, but they are less predictable. What seems like a high-quality location one year can become much less striking after a shift of currency values.
· Social attitudes: Some countries put more stress on community welfare than others. Other areas do not essentially approve ‘high productivity’ methods and there might be high absenteeism and staff turnover.
· Organization: An organization can maintain a close check on new operations by controlling these from present headquarters and giving neighbourhood operations very little independence. This is, though, inflexible, and it does not let local organizations to become accustomed to their own conditions or expand skills. A substitute is to delegate decisions.
· Operations: If you go into a McDonald’s hamburger café anywhere in the world you will see almost identical operations. It is easier to manage operations in this way, but it loses the advantages of local knowledge and practices. Other organisations merge into the local surroundings and acclimatize their operations so they are more familiar to their host countries. 
[bookmark: _GoBack]Then using number of different approaches to location decisions find the most excellent location, assuming that there are no limits on site accessibility and from a small number of feasible sites select the best. 
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