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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. Due to the fact that facility location decisions are usually fixed or difficult to change in the intermediate term.  Choosing the wrong location for your company will result in excess costs being incurred throughout the lifetime of your company, and this can lead to a company going out of business. Take for example Airbus a multibillion-dollar aircraft manufacturing company. The assembly plant cannot be changed as a result of changes in customer demands, transportation costs, or component prices. If the wrong location was selected in the planning stage of the company they will not be able to move to a different location.

II. Factors that can influence a company’s location decisions includes:
• Cost 
• Available infrastructure 
• Labor skill 
• Government Policies 
•The Environment. 
The right location provides access to customers, skilled labors, transportation, etc. A right location ensures success of the company in today’s competitive environment.

III. A company can use the following alternatives if the cost of moving your facility is too high or not possible:
· Licensing or franchising: local organizations make and supply the company’s products in return for a share of the profit.
· Exporting: the company makes the product in its existing facilities and sells it to a distributor working in the new market.
· Local distribution and sales: the company makes the product in its existing facilities, but sets up its own distribution and sales force in the new market. 
· Local assembly and finishing: the company makes most of the product in existing facilities, but opens limited facilities in the new market to finish or assemble the final product.
· Full local production: the company opens complete facilities in the new market. 

IV. Feasible set approaches identify available sites, compare them, and find the best location.
There are two models that can be used:
· Costing Models calculates the total cost of working from each location and finds the cheapest. As many of the costs of running a facility are fixed regardless of its location, we can concentrate on variable costs.
· Scoring Models emphasize the factors that are important for locations, but which can’t easily be costed or quantified. As an example: an attractive lifestyle in one location would certainly benefit employees, reduce employee turnover and assist in recruiting, but we could not assign a realistic cost or measure to the lifestyle.

2.
A specific order has to be followed when choosing your facility location. 



Organizations have to consider many factors when choosing the general regions to work in.
· Location of customers: service providers, some manufactured products which have a cost of delivery to final customers.
· Location of suppliers and materials: manufacturers with heavy or bulky supplies of raw materials close to suppliers, coal burning power stations close to coalmines, pulp mills close to timber forests, frozen seafood companies near to fishing ports.
· Culture: It is easier to expand into an area that has a similar language, culture, laws and costs, than to expand into a completely foreign area. 
· Government attitudes: National and local government policies can seriously affect an area’s attractiveness. 
· Direct costs: These are the costs of operations, including wages, materials, overheads and utilities. The most attractive locations offer a combination of low direct costs and high performance. 
· Indirect costs: There can be many indirect costs of doing business, including local taxes and charges on the payroll such as social insurance, pension and social costs. There may also be controls on company ownership (often including a controlling local partner), currency exchange and repatriation of profits. 
· Social attitudes: Some countries put more emphasis on social welfare than others, and there may be higher union membership or emphasis on individual rather than corporate benefits.
· Organization: an organization can keep a close check on new operations by controlling these from existing headquarters and giving local operations very little autonomy. Alternatively, a company might become multinational (opening subsidiary headquarters around the world so that each area is largely independent). 
· Operations: some organizations keep identical operations in all their locations in the world. Other organizations blend into the local environment and adapt their operations so they are more familiar to their host countries.
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They look more closely at alternative towns and cities within this area. 
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They consider different sites within a preferred town
The broad of the company decids which geographic regions to work in
2
Further investigation goes into alternative countries or areas within this region
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