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» Factors that influence the facility location decision:
o Transportation (availability, cost)
o Labor (availability, cost, skills)
o Materials (availability, cost, quality)
o Equipment (availability, cost)
o Land (availability, suitability, cost)
o Market (size, potential needs)
o Energy (availability, cost)
o Water (availability, quality, cost)
o Waste (disposal, treatment)
o Financial institutions (availability, strength)
o Government (stability, taxes, import and export restrictions)
o Existing plants (proximity)
o Competitors (size, strength and attitude in that region)
o Geographical and weather conditions
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Method of Factor Rating
* Procedure:

o ldentification of the most important factors in
evaluating alternative sites for the new facility.

> Assignment of a weight for each factor

o Evaluation of the alternative sites in terms of the
selected factors (score between 0 and 100)

o Calculation of weighted score for each location

o The most weighted alternative is selected as the
best alternative.

A.Ghaderi
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Example

e Three alternative sites are being considered for a new
facility. After evaluating the firm’s needs, the managers
have narrowed the list of important selection criteria
down into three major factors. Below are shown the
weights which were assigned to the criteria and the
evaluation of each site. Which site should be selected?

Factor Weaight

Availability of skilled labor 0.50

Availability of Eaw materials 0.20

Proximity to the firm’s markets 0.20 (Total=1.0)
Facior Site Scores

Site A Site B Site O

Availability of skilled labor 70 70 50
Availability of Raw materials 60 40 90
Proximity to the firm’s markets 70 95 60
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e Calculate weighted scores: (site score)x(factor weight)

Factor Site A Site B Site T
Weight] Score Weighted Score Weighted Score Weighted
0.50 Skilled labor 70 35 70 35 50 25
030 Faw materials &0 18 40 12 a0 27
0.20 Market Prox. 70 14 95 19 60 12
Total Weighted Scores

* From these results, the largest total weight is for
Site A. It appears to be the best location.

A.Ghaderi
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Example

e What happens if we change the factor weights?

e Let’s use the following factor weights: skilled labor
- 0.45; raw materials - 0.40; and market - 0.15

e Then the following results are obtained:

Factor Site A Site B Site C

Score Weighted Score Weighted Score  Weighted
Skilled laber 70 315 70 315 50 22.5
Raw materials 60 24 40 16 90 26
Market Prox 70 10.5 95 14.25 60 9
Total Weighted Scores 61.75] 67.5

e In this case, Site C appears to be the best choice
with largest weight score.

¢ Factor rating method is very sensitive to the
weights assigned to each factor.
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