51. Assessment of a country as a production location
1. Missing words

When deciding where to locate a new factory there are many factors to consider – but all are part of a single consideration: the likely return on _______________________. Among the key _________________________ factors are the costs involved in building the factory (minus any government incentives) plus the operating costs such as _________________ and energy bills. There are other important issues, such as the availability of staff with the right skills and attitudes, the quality of the infrastructure and the ease of doing business locally, including political stability and whether or not the country is within a substantial ________________ bloc such as the European Union. Businesses hope to make a numerical judgement of all these factors, to make it possible to conduct an investment ____________________ of the rival locations.
Hint: words from – trading, appraisal, quantitative, wages, investment
2. Key terms: Which key terms are being described by the definitions below?
2.1 The availability at a location of important potential inputs to a manufacturing process such as water, minerals or other raw materials



_____________________  ______________________

2.2 The existence of the underpinnings to modern life such as roads, railways, ports, electricity and fast broadband connections.




___________________________________
2.3 A legal agreement between countries to enjoy free trade within external tariff walls






_____________________  ___________________

3. Data Response
In August 2015 Jaguar Land Rover (JLR) announced that its newest factory would be built near Bratislava, in Slovakia. For many months Poland thought it was going to win the €2 billion investment in a huge new factory, but Slovakia offered strong enough financial incentives to seal the deal. The location in Slovakia was always superior in terms of access to a port (vital for speedy response to orders from important markets such as Dubai), and also because several German luxury brands have already shown that factories in Slovakia can produce high-quality cars. What sealed the deal, though, was generous tax breaks for JLR.  
3.1 Outline three important factors in JLR’s decision to choose Slovakia.
______________________________________________________________________________________

______________________________________________________________________________________
______________________________________________________________________________________

3.2 Both Slovakia and Poland were short-listed because they are both within the European Union. Explain why that might be important to JLR.
______________________________________________________________________________________

______________________________________________________________________________________
______________________________________________________________________________________

4. Cost factors in location decisions - true or false (justify your answer for an additional mark):

4.1 Locating on the basis of low wages will be a false economy if the productivity of the new workforce proves to be disappointingly low.







True / False

Why? _________________________________________________________________________________

4.2 If the factory is expected to operate for many years, the cost of building it (and any government incentives) will be less important than level of the ongoing operating costs: 



True / False

Why? _________________________________________________________________________________

51. ANSWERS – Assessment of a country as a production location
1. investment … quantitative … wages … trading … appraisal
2.1 Natural resources
2.2 Infrastructure
2.3 Trading bloc
3.1 Outline three important factors in JLR’s decision to choose Slovakia.
· Strong enough financial incentives to seal the deal

· Superior access to sea transport (and important markets eg Dubai)

· Labour force has proven skills for producing luxury cars

3.2 Both Slovakia and Poland were short-listed because they are both within the European Union. Explain why that might be important to JLR.

· Being within the EU means free trade with 27 other member countries, including some of the world’s biggest economies such as Germany and France; so it would be easy to export cars from either country

· The EU also has free movement of labour, giving JLR certainty that if they wanted to send over some quality control teams from the UK – it would be no problem
4. Cost factors in location decisions - true or false (justify your answer for an additional mark):

4.1 Locating on the basis of low wages will be a false economy if the productivity of the new workforce proves to be disappointingly low.







True 

Why? What matters is labour cost per unit/per car, so low total wages can easily end up high per unit sold if productivity is too low
4.2 If the factory is expected to operate for many years, the cost of building it (and any government incentives) will be less important than level of the ongoing operating costs: 



True 

Why? Even if the factory is expensive to build and commission, as long as it’s operating long enough the start-up costs will be outweighed by the ongoing operating costs
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