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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. 
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1.1 Location determines the best geographic places for the diverse elements in a supply chain. Location decisions are essential whenever a business opens new facilities. 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 place in the first place.


1.2 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.


1.3 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 the 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 – for instance - introducing innovative technology
Changes to transport – such as, an exchange from rail transport to roadway transport
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, must be rationalised. In practice, when a business wants to change its facilities – either get bigger, move locations, or close down – it has three alternatives:
Expand or change present facilities, at a present location;
Open supplementary facilities at another site while keeping all particular facilities; or Close down present operations and move.

1.4 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.


2 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 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. Large, well-organized steel mills in Taiwan, Japan, and South Korea, for instance, have low operating costs – but importing coal and iron ore, and transportation of finished steel is so costly that their delivered price is high. 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.
Organisations 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, and banks, etc. on in the 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.
 Culture: It is easier to develop into an area that has a similar language, culture, laws and costs, than to expand into a totally foreign area. A business currently operating in Belgium would find it easier to develop in France than in, say, Korea. The decision to build Disneyland Europe near Paris gives one instance where moving a winning American operation to a European culture met with less initial success than expected.
 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 the welfare of community rather than others and there might be higher union membership or stress on individual rather than corporate benefits. Other areas do not essentially approve ‘high productivity’ methods and there might be high absenteeism and staff turnover.
 Organisation: An organisation 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 organisations 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.
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 organisation has to select the best. 
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