IGCSE BUSINESS STUDIES « EXERCISE SHEET

4.4 Location decisions

Name: Class: Date: Total: 18 marks

KEY WORDS market 137 « manufacturing il o raw materials JfiFf £} o service filf 45
o tariffs JEfi

Objective

Build the skills to answer exam questions on location decisions 3&d 5 — the factors
that affect where a manufacturing %5\l or service g4 business locates, and locating
in another country.

You must be able to:

« state the factors a manufacturing business considers when choosing a location
o explain how a service business’s location factors differ
« analyse a location or relocation decision

1 Worked examples

B Choosing a location

The best location gives the greatest total benefit

o Manufacturing factors: nearness to raw materials Jf#1#}, nearness to the
market 71737, land cost, suitable labour, transport links, government grants.

o Service factors: mostly nearness to customers, passing foot traffic, nearby shops,
rent.
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« Locating abroad: reach new customers, lower wages/rent, or avoid tariffs Jfi
— but face different laws and languages.

TC=FC+VC - FCfixed - VC rises with Q total cost

variable cost

cost

fixed cost

output (units)

Location changes the cost structure — cheaper land lowers fixed costs, nearness to
market lowers variable transport

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

2 Practice

2.1 Identify two factors a manufacturing business considers when choosing a location.[2]

2.2 State one location factor that matters most to a service business. 1]

2.3 State one reason a business might locate in another country. 1]
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3 Exam-style questions

3.1 Identify two factors that affect the location of a shop. 2]

3.2 Explain two factors a manufacturer should consider when choosing where to locate
its factory. 6]

3.3 A manufacturer is deciding whether to move its factory to a country with lower wages.
Do you think it should move? Justify your answer. 6]
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