[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Aidar Rakhmatullin

	Student Number:
	3115

	Course:
	Diploma in Logistics & Supply Chain Management

	Assignment NO:
	[bookmark: _GoBack]12



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. 
	1.1 What is the importance of location for the supply chain?
The 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.
If an organization makes an error and opens its facilities in unfavorable location –after spending 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.
1.2 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, and prospective developments of the economy, etc. There are other trends, which are growing in popularity, 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.
1.3 What are the alternatives of selecting new facilities? 
As a rule of thumb, 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 often 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 five alternatives in order of escalating investment:
1. Licensing or franchising: local businesses make and provide the company’s products in returnfor a share of the profit.
2. Exporting: the business makes the product in its present facilities and sells it to a distributor
functioning in the new market.
3. Local distribution and sales: the business makes the product in its present facilities, but sets up its own circulation and sales force in the new market.
4. Local assembly and finishing: the business creates most of the product in existing facilities, but opens narrow facilities in the new market to finish or accumulate the final product.
5. Full local production: the corporation opens full facilities in the new market. If it opens new
local facilities, a corporation has the advantages of more command over products and the
supply chain, superior profits, evasion of import tariffs and quotas, and closer links with
restricted customers.
On the other hand it has more outlay, risk and multifaceted and unsure operations. The best
choice depends on a lot of factors, such as the capital available, organization’s approach
towards risk, target return on investment, present operations, timescale, transport costs, local
knowledge, tariffs, trade restrictions, and accessible workforce.
1.4 What are feasible set approaches? How are these used in location decisions?
Feasible Set Approaches:
- Costing Models - Feasible set approaches 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. In practice, a lot of costs 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 of a facility.
Costing models can offer useful comparisons, but they have faults, including the complexity of finding precise costs, data that depends on book-keeping conventions, costs that differ over time, customer locations not being identified in advance, and so on.
It is often better to shun these problems and employ some other method for comparison. The most general alternative is a (see below ↓)
- Scoring Model - stress the factors that are significant for locations, but which cannot simply be enumerated. 
 2. Discuss in detail the process of choosing geographic regions for supply chains
The facility location is concerned with a hierarchy of decisions. At the top of this, there are 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
organization with a plan of global operations or growth must constantly look for new locations.
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
· Culture
· Government attitudes
· Direct costs
· Indirect costs
· Exchange rates
· Social attitudes
· Organization
· Operations
Two different approaches to location decisions are:
1. Infinite set approach – which uses arithmetical arguments to find the most excellent location,
assuming that there are no limits on site accessibility
2. Feasible set approach – where there are just a small number of feasible sites and an
organization has to select the best.
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