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Another reason that the company chose Shanghai is that about 330 million potential customers live 
within three hours of the site, which is located between the city’s airport and downtown.17

STAGE 3: SELECT THE SITE
Next the company must choose the specific site to locate the facilities. Factors that can affect this 
decision include construction and land costs, zoning and environmental restrictions, space to expand 
the facility (if desired), and proximity to supporting industries. The location decisions for service 
and retail firms are influenced by factors that are somewhat different from manufacturing firms. 
Minimizing costs is a major objective for manufacturing firms. Instead, service companies generally 
look for locations that will have a big impact on their volumes sold, or revenues.

In general, for the service sector, the critical success factors in locating facilities are the proximity 
of competitors, convenient access for customers, traffic volumes and patterns, parking availability, 
and, demographics such as the age and income levels of customers, as well as the size of the popu-
lation. One reason that doctor’s offices and hospitals are often located near one another is for the 
convenience of patients who have been referred from one to the other. For service firms such as banks, 
customer safety, and security are also important on the decisions about branch location. On the other 
hand, for many retail businesses such as department stores, fast-food restaurants, automobile dealers, 
and gas stations, traffic volumes are the predominant success factors. In addition, decisions about 
location vary depending on the type of service firm. For example, although it’s important for hospitals 
and supermarkets to be near their customers, this criterion is not important for service firms such as 
call centers, catalog companies, e-tailors, and other online businesses.

Figure 8.1 shows the three-stage, decision-making process for locating an Alcon, Inc. (Fort Worth, TX, 
and Hünenberg, Switzerland) facility. Alcon sells a wide range of surgical, pharmaceutical, and vision-care 
products in more than 180 countries. One of Alcon’s manufacturing facilities is located in Brazil. Alcon 

TABLE 8.1: Critical Success Factors at the Location Decision Stages

LOCATION DECISION CRITICAL SUCCESS FACTORS

Country •• Labor climate
•• Transportation costs
•• Markets and customer proximity
•• Proximity to suppliers and resources
•• Competitors’ locations
•• Sustainability factors (environmental quality and labor laws and regulations.)
•• Political environment and the stability of the government
•• Tax laws and structure
•• Cultural and social factors such as language differences, norms and customs, religious holidays, customer attitudes

and characteristics, and the standard of living
•• Economic factors such as the stability of a nation’s currency, its exchange rates, interest rates, inflation rate, and

employment level
•• Other factors such as utility costs, water and power supplies, infrastructure, and telecommunications

Region •• Proximity to markets
•• Proximity to raw materials
•• Availability and cost of utilities
•• Labor availability, costs, and degree of unionization
•• Taxes and incentives
•• Environmental laws and regulations
•• Attractiveness of the community such as the quality of life, availability of housing and recreational facilities, schools
•• Transportation networks available such as rail, truck, water, pipeline
•• Other factors: climate, company preferences and desires, and regional and local governmental policies and attitudes

Site •• Size of site
•• Space to expand
•• Construction and land costs
•• Zoning and environmental restrictions
•• Transportation infrastructure, such as airports, ports, and highways
•• Proximity to customers and other supporting industries
•• Visibility and traffic patterns
•• Customer safety


