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5 A local manufacturer of wire harnesses is considering merging its three production facilities located in the same
county into one new facility. Using the centroid method, determine the best location for the new facility. It is
fair to assume a linear relationship between amount shipped and shipping costs.

The plan matrix is shown below with coordinates:

LocATioN COORDINATES UNITS PER YEAR
jon capacities are Jasper 150,100 . 6500
Huntingburg 100, 400 1500

Celestine 300, 350 BOOO

6 Whirlpool Appliances produces refrigerators in Los Angeles and Detroit and supplies refrigerators to customers
in Houston and Tampa. The costs of shipping a refrigerator between various points are listed below. Los Angeles
can produce up to 2,900 units and Detroit up to 2,000. Determine how to best use your Los Angeles and Detroit
capacity to minimize shipping costs.

I
on each 1,000 units depeni
gives the accounting depart
UNIT SHIPPING COSTS

From/To LA DeTrOIT ATLANTA HousTton TAMPA
MINNEAPOLIS LA §140 $100 $90 $225
y B Detroit 5145 sm SNo she
l 0 Atlanta 5105 SN5 sm3 578
16 Houston 589 $109 S121
3 Tampa $210 sn7 582

'F how many motors shou

-r( to each destination, 7 The Peoples Credit Union has two check processing sites. Site 1 can process 10,000 checks per day, and site 2

can process 6000 checks per day. The credit union processes three types of checks: business, salary and personal.
The processing cost per check depends on the site, as listed below. Each day 5000 checks of each type must be
processed. Determine how to minimize the daily cost of processing checks using Excel.

“return the car to the lot
that the company has

ity. The supply and dem BUSINESS SALARY PERSONAL
: Site 1 $0.05 $0.04 50.02

Site 2 $0.03 $0.04 $0.05

+ RELocaTiON OF “TATA NANO" MANUFACTURING PLANT

| selection in India is often dominated by tax incentives
:d by different state governments. Many times, political reasons
inate the location decision of Government projects; for example,
f Indian Railways projects are located at a particular place due to
__ compulsions. One of the most talked about plant re-location
lent of recent years is that of shifting of Tata Nano plant from
in West Bengal, India.

Nano, an ambitious family-car project from Tata Group, is
providing world’s cheapest car to the consumers. Its manu-
ng facilities were originally set up in Singur to avail the financial
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subsidies, tax holidays, etc. Land availability and its low-cost, cheap labor, raw material availability, etc. we
governing factors in site selection for the low-cost manufacturing.

Singur, a small village in the state of West Bengal, was selected as the site, which required over 1000 acresg
However, political disagreements started growing up soon from opposition political party and the hostility fro
communities became unmanageable for Tata Group. Tata Motors eventually had to pull out its Rs. 2,000-crore
from Singur despite the fact that it had already suffered a loss to the tune of about Rs. 500 crore.

Many other state governments came up with lucrative proposals to attract Tata Nano project afier its re-locatiof
of Kerala, Jharkhand, Orissa, Andhra Pradesh, Gujarat, and even countrigs like Sri Lanka came out with their af
proposals. However, Sanand in Gujarat could make it because of various factors such as political stability, a
of economical land and labor, proximity to ports (benefits for both exports and imports), financial incentives|
holiday for first 10 years, etc. According to Mr. Ratan Tata, “The group had opted for Gujarat because it hld
lost a lot of time (in the Singur controversy) and urgency was the need of the day...We had an urgency to mg
new location. ..the ‘reputation of Gujarat® and the ‘speed” at which provisions were made, forced us to opt for Gu
Sanand is located at a distance of 40 km from Ahmedabad. It is very close to ports like Rajkot as well as Mundrm,
is an advantage for export’.

There is no doubt that West Bengal'’s loss is Gujarat’s gain. Tata's decision to re-locate was based on minimiza
the future losses and salvation of the existing situation in the best possible manner. Captains of Indian corporaté
have learnt their lesson—without socio-political stability, industrial growth is a distance dream.

QUESTIONS

1. What were the major reasons for Tata’s decision to start Nano factory at Singur and why was it re-locate
2. What is the latest status of Nano’s production and distribution system?
3. Pick up five recent industrial projects. What were the criteria for facility location?
4. Why is Bangalore a preferred location for software companies in India?
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CASE: AppLICHEM—THE TRANSPORTATION PROBLEM

Applichem management is faced with the difficult problem of allocating to its customers the capacity of ma
plants that are located around the world. Management has long recognized that the manufacturing plants differ gre
efficiency but has had little success in improving the operations of the inefficient plants. At this time, manageme
decided to focus on how best to use the capacity of its plants given the differences in manufacturing costs that cu
exist. They recognize that this study may result in the significant reduction of output or possibly the shutting do
one or more of the existing plants.

Applichem makes a product called Release-ease. Plastics molding manufacturers use this chemical produet.]
parts are made by injecting hot plastic into a mold made in the shape of the part. After the plastic has sufficiently
the fresh part is removed from the mold and the mold is then reused to make subsequent parts. Release-ease ish
powder, applied as part of the manufacturing process, that makes it easy to remove the part from the mold.

Applichem has made the product since the early 1950s, and demand has been consistent over time. A recent st
Applichem’s market research team has indicated that demand for Release-case should be fairly steady for the ne
years. Although Applichem does have some competition, particularly in the European markets, management feels




