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1. Factors affecting the location of a manufacturing 
business

1. Production methods: 
Businesses with flow production 

should be located near the 
supplier to reduce transport 

cost.

2. Power and water supply:    
Some industries have to locate 
in the areas where can provide 
enough power electricity and 

water supply.


3. Transportation and 
communications: Businesses 

usually locate factory near 
transport such as rail and 

airport. 


7. Raw material / components 
: Locating a factory near 

suppliers of material can reduce 
transport cost of heavy 

materials.


6. External economies of 
scales: Businesses may locate 

a factory near firms which 
support them such as installing 

and maintaining equipment.


5. Government influence: 
Government might give money 
to businesses which locate in 

that area with high 
unemployment. 


8. Market:                    
Locating a factory near 
the market can reduce 

transport cost. 


4. Availability of labour: 
Businesses may locate 
factory in the areas with 
many labors available.


Factors affecting the location 
of a manufacturing business



2. Factors affecting the location of a service sector 
business

1. Customers: Locating 
close to the customer 
enables a business to 

quickly response demand. 

2. Owners preference: 
Businesses may be located 

near the owners’ home.
3. Technology: 


Some service businesses 
can locate anywhere such 

as website designer. 

7. Climate: 

Some businesses in tourism 

sector are located near tourist 
attraction such as hotel on a 

beach.

6. Near to other businesses: 

Some businesses serve services for 

large businesses such as service 
equipment, so they are nearby to 

quickly respond to a call.

5. Rent/Taxes: 

Some services do not need to be in 

town such as doctor and lawyer, then 
businesses will locate on the 
outskirts with cheaper rent. 

4. Availability of labour: 
Some service businesses 

located in a large city as they 
require a large number of 

workers.


Factors affecting the location 
of a service sector business



3. Factors affecting the location of a retailing business

1. Shoppers: Shops should be 
located near target customers, 

e.g.selling brandname bags needs 
to locate in a luxury shopping mall 

where high income earners go.

2. Nearby shops: 

Businesses should locate shops 

near competitors. It increases 
chance for target customers to 

visit. 

3. Customer parking available: 
Parking services provide 

convenience for shoppers and it 
can increase sales.

7. Legislation: There may be 
laws restricting the trading of 
goods in particular areas; e.g. 

banning alcohol sales near 
schools. 

6. Access for delivery 
vehicles: If there is public 

transportation available to reach 
the shop, it is easier to access 

for customers.

5. Availability of suitable 
vacancy: If a vacant shop is not 
available for purchase or rent, a 

business cannot be located 
there.


8. Security: Businesses 
may avoid locate their 
shops in the areas with 

high crime rate.

4. Rent/Taxes: 

Too high rental price may 
discourage businesses to 

locate in the areas.

Factors affecting the location 
of a retailing  business

javascript:;


1 New market overseas: locating in the countries with high economic growth or high opportunity to expand 

business and get market share. 


2 Cheaper sources of materials: Locating in the countries with cheaper raw materials such as oil.


3 Labour force and wage costs: Locating in the countries with cheaper wage for the labour-intensive business.


4 Rent / taxes consideration: Locating in the countries with lower rents or taxes.


5 Availability of government grants and other incentives: Locating in the countries with providing tax 

incentives for MNCs investing in their country.


6 Trade and tariff barriers: Locating in that countries to avoid tariff and trade barrier. 

4. Factors that a business could consider when 
deciding which country to locate operations in



5. The role of legal controls on location decisions

Legal controls on location 
decisions of businesses

To encourage businesses 

to set up in areas

To discourage businesses 

to set up in areas

Reasons why governments encourage 
businesses to set up in the areas

• To create jobs

• To develop areas

Reasons why governments discourage 
businesses to set up in the areas

• To reduce overcrowding in the areas 

• To protect natural beauty.  

Measures to encourage businesses 

• Grants or subsidies


Measures to discourage businesses 

• Regulations: it restricts and controls business 
activities in some areas. 
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Exercise: Location decisions 



ABC is a small manufacture of handmade furniture in Thailand. The company has 27 trained workers. The manufacture is 

currently located in central business district, Bangkok and ABC is planning to relocate to a new location. 


1)  Explain two factors ABC should consider when deciding on the location of a new factory in the same country. [4] 

Factor1: ……………………………………………………………………………………………………………………………………….


Explanation:……………………………………………………………………………………………………………………………………

…………………………………………………………………………………………………………………………………….……………


Factor2: ……………………………………………………………………………………………………………………………………….


Explanation: ...................................................................................................................................................................................

.......................................................................................................................................................................................................
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