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Cost of Production

Cost of Raw Material
Product X : $500/tonne

Rm 1 : $100/tonne
Rm 2 : § SO/tonne

Transport cost

1. Railway transport : $1/tonne/km 2. Water transport : $0.5/tonne/km

Assumptions
1. There is only one market at M.
2. There is an unlimited demand for product X.

3. Cost of production is equal everywhere.
4. Four tonnes of Rm 1 and two tonnes of Rm 2 are needed to produce one tonne of product X.



Industrial Landscapes Worksheet 4

(a) What is the cost of production (excluding transport cost) for one tonne of product X?

	Cost of Raw Material 1
	Cost of Raw Material 2
	Production Cost
	Total Production Cost

	
	
	
	


(b)
Find the total transport cost at different locations.

	Location
	Assembly Cost of RM1
	Assembly Cost of RM2
	Distribution Cost
	Total Transport Cost

	A
	
	
	
	

	B
	
	
	
	

	C
	
	
	
	

	M
	
	
	
	


(b) If the selling price of product X is $2,200, amongst A, B, C and M, which is the optimum location?  Why?


(c) Do all the factory owners locate their factories at the location you suggested in question (b)? Why?


(d) Do you think that Weber’s model can always explain the industrial location in the real world? Give arguments to support your answer.

	

	

	

	








