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[0 O O We can divide location costs into two categories[] tangible and intangible. Tangible costs are thosecosts that
are readily identifiable and precisely measured.They include utilities[] labor,material[(] taxes] depreciationd and
other costs that the accounting department and management can identify.In addi-tion such costs as
transportation of raw materialsC] transportation of finished goods[] and site constrnc.tion are all factored into the
overall cost of a location.Government incentives.as we see in the OM JnAction box“ How Big Incentives Won
Alabama the Auto Industry” certainly affect a location’ s cost. Intangible costs are less easily quantified. They
include quality of educationd public transporta-tion facilitiest] community attitudes toward the industry and the
companyl] and quality and attitude ofprospective employees. They also include quality.of-life variablesC] such as
climate and sportsteams[] that may influence personnel recruiting.Ethical Issues Location decisions based on costs
alone may create ethical situations such as theUnited Airlines case in IndianapolisC] see the* Ethical Dilemma

" box at the end of this chapterd .United accepted$320 million in incentives to open a facility in that location

[ only to renege adecade later[J leaving residents and government holding the bag.To what extent do companies
owe long.term allegiance to a particular country or state or town ifthey are losing money-or if the firm can make
greater profits elsewhere[]

Is it ethical for developedcountries t0 locate plants in undeveloped countries where sweatshops and child labor are
commonlyused(]

Where low wages and poor working conditions are the norm[]

It has been said that the factoryof the future will be a large ship[J capable of moving from port to port as costs in
one port becomenoncompetitive. AttitudesAttitudes of national] state[] and local governments toward private
and intellectual propertyd zoning.pollution[] and employment stability may be in flux.Governmental attitudes at
the time a locationdecision is made may not be lasting ones.Moreover[d management may find that these attitudes
canbe influenced by their own leadership.Worker attitudes may also differ from country to country[J region to
region[] and small town to city.Worker views regarding turnoverd unions(] and absenteeism are all relevant
factors.In turn these atti.tudes can affect a company's decision whether to make offers to current workers if the
firm relocatesto a new location.The case study at the end of this chapter.“ Southern Recreational
VehicleCompany,” describes a St.Louis firm that actively chose not to relocate any of its workers when ilmoved to
Mississippi.One of the greatest challenges in a global operations decision is dealing with another
country'sculture.Cultural variations in punctuality by employees and suppliers make a marked difference
inproduction and delivery schedules.Bribery likewise creates substantial economic inefficiencyl] aswell as ethical
and legal problems in the global arena.As a resultl] operations managers face signifi.cant challenges when building
effective supply chains that include foreign firms.Table 8.2 providesone ranking of corruption in countries around
the world.Proximity to MarketsFor many firms it is extremely important to locate near customers.Particularly

[J service organiza.tionst] like drugstores[] restaurantsC] post officesC] or barberg[] find that proximity to market
is the pri.mary location factor.Manufacturing firms find it useful to be close to customers when transportingfinished
goods is expensive or difficultl] perhaps because they are bulkyll heavy,or fragile[] .In addi.tiond with the trend
toward just-in.time production suppliers want to locate near users to speeddeliveries.For a firm like
Coca-Cola.whose product’ s primary ingredient is water,it makes sense[Ohave bottling plants in many cities rather
than shipping heavy[] and sometimes fragile glassC] contain.ers cross country.
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