MGMT250  Notes                                           October 5, 2004
1. Initial Stuff

  A. Schedule

1. Begin Location Analysis.
2. No Class Next Tuesday (right?)
3. Next Class I’ll give handout for review questions.
4. On class you return, we’ll finish up some Location analysis and review for Midterm.  
5. Midterm on Tuesday after you return.
6. Don’t forget Tour at Polar Beverages on Nov. 9.  Tour Begins at 8:15.  Leave here at 8:00.
7. Location Homework due next time. 
2. Location Planning and Analysis

Why are location decisions important? 

It can mean the life or death of your organization.  Location is important for customers and suppliers to get to your facilities and for you to get products to your customers.  Works both ways.  More specifically:

1. Marketing Strategy.

2. Growing and expansion reasons.

3. Depletion of resources ...need to get close to where other resources may exist.

4. Costs of doing business...

Nature of Location Decisions.

1. Importance - How long is impact, and what specifically might it impact in an organization?

2. What objective (criteria) - profit, service?

3. Alternatives and options...move, add new facilities, expand current ones.

What is the General Decision Procedure?

1. Determine Criteria

2. Determine Factors.

3. Determine Alternatives.

4. Put together and evaluate.

Example Criteria?  - Profit, Highest overall score....

What type of factors will come into play:  Let’s list some......

Groupings might be: ...

Lets do a factor ratings problem using factors.  Need to have weights in addition for General Decision Procedure.

Will show you a technique….go to www.hipre.hut.fi (if we have time).

Some Competitiveness, Trend Issues that may drive our location decisions include:

1. Overseas and Foreign companies locating in U.S. (not just vice versa).

2. The role of JIT.

3. Microfactories...what are these?

4. Information linkages.

3. Location Planning and Analysis, The Transportation Tableau.

Transportation Solution Methodology: 

Each node is a supply or destination node, each arc is a shipping route with a cost per unit shipped.

Let us make up an example. We have 3 plants that assemble computers located in Auburn, Boston and Chicago, we have retail outlets for these computers located in Exeter, Fort Lauderdale, and Grafton.  The capacities of the assembly plants are 200, 100, and 150 respectively.  The expected demands at each of the retail outlets is 150, 100 and 120, respectively.  The costs for shipping in dollars per unit from Auburn to each of the outlets in order are 3, 7, and 7, respectively.  The costs for shipping in dollars per unit from Boston to each of the outlets is 12, 4, and 8.  Finally the costs for shipping in dollars per unit from Chicago to each of the locations is 8, 10 and 16, respectively.  What is the best way to ship among the various locations?

Graphically the problem requires finding the minimum cost shipping or delivery routes between a source and its destination or a supplier and its demander.  (see board for graphic of problem). 

We can also put this problem in “Tableau form”.  

