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Supply Chain Systems Design
1. Give brief answers for the followings questions:
I. What is the importance of location for the supply chain?
Choosing the location of the facilities is one of the significant decisions that a business has to make. 
Organisations need to take into account a lot of factors such as costs, distance from customers and suppliers, transportation possibilities and flexibility. However, they should choose the location according to their planned long-term operations. If a business has chosen a wrong location, it can lead even to its bankruptcy.
 For example if a business is selling used clothes, it shouldn’t think about opening a shop in a luxury shopping mall where the rent prices are too high compared to the product prices. And the customers are wealthy and they won’t buy second hand clothes. 
Also the business that is selling farming tools, shouldn’t be located in a facility in the city centre but in the countryside, where it is close to the farmers, who can actually use the tools.
In general, products have a defined customer base, so if a business is located further away from its customers, selling the goods could be difficult.
As these decisions are made for long term and involve a huge amount of investment, it’s almost impossible to change the location and move somewhere else. So basically it can be said that businesses having only one chance to choose the right location.
However, more and more businesses decide to sell via the Internet, where it basically doesn’t matter at all where the facilities are based. For example it is no longer a necessity to have a shop in the middle of London, where the rents are immense. But a simple online shop with a warehouse in North England might be enough and a much cheaper operating model. 
II. Outline the factors that influence location decisions.
There are plenty of factors that influence location decisions. In lucky case, organisations can count with them for long term. Let’s see these in details:
•	operating costs
•	availability of key employees
•	ease of access to raw materials
•	number of competitors
•	transport and service infrastructure
•	distance from customers
Unfortunately, there some other factors that can change or unpredictable and can cause difficulties for businesses.
For example, let’s say there is a high road that crosses the country and goes across many cities. As the passing traffic is high, it seems to be a good decision to open a shop next to this road as the customer base is provided. But after years if a motorway was built, it will bypass the cities and the number of customers decreases, which will lead to a lot of bankruptcies’  of the shops on the old highway. A good example was shown in the movie Cars where shops along the old Route 66 had to go out of business.

III.	What are the alternatives of selecting new facilities?
Facility management has a pivotal role to play in support of the core business and must be closely coupled with the organisation's strategy overall. If the factors are changing, it has to adopt according to circumstances. The reasons of selecting new facilities can be:
•	Opening new facilities in further locations due to expansion 
•	Some changes happened on the site of customers, suppliers, operations or transportation
•	Upgrade or expanding facilities at the same location
•	Leaving the present location and move to another 
Usually the expansion of facilities involves much less investment and risk while relocating the whole business can be costly and unexpected problems can occur.  Opening new facilities should serve the business effectively with positive results in any case.

IV.	What are feasible set approaches? How these are used in location decisions?
There are two different approaches to make location decisions. One of them is the infinite set approach – which uses geometric arguments to find the best location, and the other one is the feasible set approach. These approaches are often used together, with an infinite set approach finding the best location in principle, and then a feasible set approach comparing available sites near to this and find the best of them.
There are two models of feasible set approaches:
•	Costing models
The Costing model calculates the total cost of working from each location and finds the cheapest. The total costs consist of fixed costs and variable costs.
Total variable cost = Operating cost + Inward transport cost + Outward transport cost of a facility. Usually the finest location is likely to be in between the suppliers and the customers.
•	Scoring models
Scoring models emphasize the factors that are important for locations, but which cannot easily be identified or qualified. After the scoring of factors, they simply add up the points to get the total score for each location and find the highest.
These factors can be:
· availability, skills and productivity of workforce
· political stability
· quality of life – including health, education, welfare and culture
· number, size and location of competitors
· potential for expansion or changes and many more things

2. Discuss in detail the process of choosing geographic regions for supply chains.
Choosing geographic regions is never an easy task and must be in line with the business strategy. Companies sometimes make their decision only on the basis of the overall costs. However, there are several factors that can also be important for the company.  
For example Samsung Hungary Zrt. placed its factory to countryside next to a village. It looks like it is a good decision, the maintenance costs and the wages are low, and also the road connections are great. However, the workforce turnover is relatively high, since mostly older and less educated layer living in the area. Having a good employee base is that important as having good customers or reliable suppliers.
Organisations have to consider many factors when choosing the common regions to work in. The most important factors are:
•	Location of customers
Sellers usually want to be close to their customers, that’s why a lot of souvenir shops can be found close to tourist attractions. 
•	Location of suppliers and materials
Manufacturers are more likely to be near to supplies of raw materials, such as frozen seafood companies are near to fishing ports.
•	Government attitudes and culture
Local government and culture can have great impact on business success, for instance an American style coffee company probably would not survive in Italy where the coffee has such a big tradition, which is why Starbucks still has not entered Italy. 
•	Direct and indirect costs
These can differ a lot from one location to another, such as operation costs, local taxes and charges and currency exchange what can change even by time.
•	Operations
Many times organisations have to consider acclimatize their operations and thereby contributing to the sales or productivity.
All in all, the facility location is concerned with a hierarchy of decisions (taking into account a number of factors) starting with choosing geographic regions and then the country within, and so on, continue narrowing the circle.
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