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Abstract: The choice of a location is one of the most important decisions taken by an enterprise, both
at start-up and at other stages of its life cycle involving a relocation of activity or a spatial fragmenta-
tion of the chain of value-added generation. The choice of a location by an enterprise is also of great
significance for the development of the region selected, its economic and social structure, and the pat-
tern of its spatial links. That is what makes the choice of a location one of major research problems in
socio-economic geography, and in particular in its sub-discipline — industrial geography, with its scope
of research embracing issues in location theory and factors of the location of enterprises and industrial
plants.

This paper offers an analysis of the location factors of selected factories — affiliates of international cor-
porations, in terms of their strategic decisions of expansion onto markets abroad in the form of foreign
direct investment (FDI). For international corporations, the choice of a new place of economic activity
is closely connected with global advantages of conducting business at the international scale and with
motives for their internationalisation.
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CHOICE OF A LOCATION AS A RESEARCH PROBLEM OF INDUSTRIAL GEOGRAPHY

The choice of a location is one of the most important decisions taken by an enterprise,
both at start-up and at other stages of its life cycle involving a relocation of activity or a spa-
tial fragmentation of the chain of value-added generation. The choice of a location by an en-
terprise is also of great significance for the development of the region selected, its economic
and social structure, and the pattern of its spatial links. That is what makes the choice of
a location one of the major research problems in socio-economic geography, and in particular
in its sub-discipline — industrial geography, with its scope of research embracing issues in
location theory and factors of the location of enterprises and industrial plants.

In the classical approach to the theory of the location of industry presented by Launhardt
(1882) and developed by Weber (1909), the choice of a location was examined with refer-
ence to a single enterprise. It was assumed that this should be an optimum choice in terms of
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the minimisation of production costs, and this, in the free-market economy of the early 20"
century, meant primarily the choice of a place ensuring minimum transport costs. Since then,
however, location theory has evolved along with advancing socio-economic changes. Quite
serious changes in the approach to problems of the location of economic activity took place
in the other half of the 20" century with the emergence of globalisation processes. Under
the new rules of the economic game, entrepreneurs’ location decisions depend on a varie-
ty of determinants, both internal conditions of an enterprise and the external possibilities
coming from its surroundings. Besides, a characteristic feature of the age of a global econ-
omy is the formation of huge international enterprises in the form of corporations of many
plants differing in their legal-organisational status, set up to achieve the highest economic
efficiency possible at the global scale. The strategies and organisation of those internation-
al mega-enterprises, their size, competitive position, level of internationalisation, and the
branch in which they operate affect the criteria guiding them in the choice of a location for
their activity in the various regions of the world. Hence, old location theories are no longer
able to explain location decisions made by this kind of large enterprises, which go for spatial
fragmentation of the individual links of the value-added chain in order to enhance efficiency.
It is worth emphasising that, in contrast to the classical location theories claiming the location
of economic activity to depend exclusively on external conditions and relatively few factors
(transport costs, selling prices, the size of the demand), today attention is paid to possible
changes in the internal organisation of enterprises and methods of their management as im-
portant ways of boosting efficiency and reducing costs (cf. Schamp, 2000: 39), and this also
affects the criteria of the choice of a location of economic activity. Hence an explanation of
the new patterns of location of today’s industrial enterprises, especially those operating at
the international scale, is one of the major research problems in socio-economic geography
requiring an in-depth look at their internal organisation and the operation strategies adopted.
This perspective, in turn, makes it necessary to refer to conceptions worked out in the theory
of organisation and management, the theory of enterprises, and industrial economics.

This paper offers an analysis of the location factors of selected factories — affiliates of
international corporations, in terms of their strategic decisions of expansion onto markets
abroad in the form of foreign direct investment (FDI). For international corporations, the
choice of a new place of economic activity is closely connected with global advantages of
conducting business at the international scale and with motives for their internationalisation.

CHOICE OF A LOCATION IN TERMS OF LOCATION FACTORS

The choice of a location for economic activity is a multi-stage decision-making process
that can certainly be included among the highest-ranked decisions, of strategic importance
for an enterprise, taken by top-level managers (cf. e.g. Griffin, 2004). In economic geogra-
phy, the choice of a location as a multi-stage decision process was presented by eg. Dicken
and Lloyd (1999) and Kulke (1990) in the form of a hierarchical model (Fig. 1).
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Fig. 1. Choice of a location as a hierarchical decision-making process

Source: own compilation on the basis of Kulke, 2009: 39
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It is worth noting in the presented conception of the hierarchical process of the choice of
a location, that the choice depends both on factors of production (which make up the profile
of an enterprise’s requirements) and location factors (which make up the locational profile
of the given place). Factors of production are the basic conditions of conducting economic
activity; in the classical approach, they include (Miihlbradt, 1999, after Kulke, 2009): labour
(understood as a physical and mental activity of the workers employed), land (i.e. the prem-
ises occupied and resources of the natural environment, e.g. mineral and energy resources),
capital (all goods serving to produce other goods, including e.g. production materials, ma-
chines, facilities, tools, buildings), as well as technical knowledge (i.e. the knowledge of
products and production processes, the way of organising the production, and management
methods). It should be emphasised that today of ever growing importance are qualitative
elements of the labour factor, such as human capital, which suggests some desirable features
of workers, e.g. flexible competence or creativity. Also knowledge as a factor of production
is increasingly seen as a foundation of innovative processes that involve information pro-
cessing and working out creative solutions to problems. This approach has become a basis
of the new stage of economic development and competition, the so-called knowledge-based
economy (cf. e.g. Czyz, Chojnicki, 2007; Rachwat, 2013). Porter (1993, after Kulke, 2009:
34) also placedinfrastructure among factors of production, while H.K. Weber (1985, after
Kulke, 2009) indicated a complementary group of operational factors of production in which
he included institutional services provided by the state and the business environment (e.g.
banks, associations).

From the point of view of socio-economic geography, factors of production are analysed
primarily in terms of their spatial differences, and in connection with concrete places in space
they can be treated as location factors of enterprises. An analysis of location factors in the
framework of socio-economic geography is one of the basic research problems connected
with the choice of new places for conducting economic activity in geographical space. In
both geographical and economic literature, one can find many approaches and definitions of
location factors (e.g. Tarski, 1963; Behrens, 1971; Hansmann, 1974; Zajda, 1972; Briicher,
1982; Kortus, 1986; Voppel, 1999; Fierla, Kucinski, 2001; Kulke, 2009: 35-38; Wielonski,
2005; Giese, Mossig, Schroder, 2011; Godlewska-Majkowska, 2013), which also reveal how
this research problem has evolved following socio-economic changes. In the classical ap-
proach formulated by Weber (1909/1929: 17), “By ‘locational factor’ we mean an advantage
which is gained when an economic activity takes place at a particular point or at several
such points rather than elsewhere. An advantage is a saving of cost, i.e. a possibility for the
industry to produce at this point a certain product at less cost than elsewhere, to accomplish
the entire productive and distributive process of a certain industrial product cheaper at one
place than at another”. More recent definitions of location factors stress that it is not only
place-related economic advantages that decide about the location of an enterprise, but also
a favourable effect of all material and non-material factors associated with this place. Thus,
generally, it can be stated that location factors mean factors of production located in geo-
graphical space which influence decisions about the choice of a location for an industrial
plant (or in short: those conditions obtaining in the given place that are decisive for the choice
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of the location). What is significant here is the relation between factors of production as ba-
sic conditions of conducting business characterised by stability over a given period of time
and wide spatial differences on the one hand, and location factors on the other: a factor of
production becomes a location factor through its effect on decisions about the choice of the
given location. The decision results, in turn, from locational preferences of an entrepreneur
and depends on major internal and external factors of production, such as the kind of products
and production processes, including the stage of the product life cycle, external links (e.g.
access to raw materials, labour and service providers, or good transport connections) and the
strategy of the enterprise. Those relations are presented in Figure 2.

location factors

NE;
t

factors of production

Fig. 2. Choice of a location: factors of production versus location factors

Source: own compilation

It should be stressed that the term “location factors” is often used in the literature inter-
changeably with “location motives”, “conditions of location”, or “determinants of location”,
and Budner (2004), Kucinski (2009) and Godlewska-Majkowska (2013) additionally intro-
duce the notion of “location assets”. The differences between those terms are indistinct and
rather hard to interpret. The factors/conditions opposition was defined in most explicit terms
by Chojnicki and Czyz (2005): “Conditions are those properties found to exist in a place and
poorly controllable over short periods, and factors are features active in nature and more con-
trollable”. Thus, factors of production understood as basic conditions of conducting business
are certain requirements of an enterprise, constant in the given time period, while location
factors can be interpreted as a controllable category, i.e. one through which the enterprise
can adjust the place of conducting business to those basic conditions by a suitable choice of
location.

Apart from the multiplicity of approaches to and definitions of the notion of a location
factor, another major issue is a list of factors regarded as decisive in the choice of a place for
investment. This is a dynamic list because the importance of location factors tends to change,
some gradually lose in significance, while others gain when new circumstances appear. The
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traditional location factors, i.e. those that used to have a strong effect on the choice of a lo-
cation by enterprises in the past, include: the raw-material base, marketing outlets, transport,
the labour force, and agglomeration economies. The impact of those factors on location de-
cisions has changed, although they are still of no minor significance. The new context of im-
pact of those traditional factors can be found in Stryjakiewicz (2009). In turn, Schamp (2000:
39-40) states that the analysis of location factors has been an important research task for
many generations of economic geographers and “regionalists” (“Regionalwissenschaftlern”)
who used empirical results of their studies to construct sets of location factors suitable for
various types of industrial plants in the form of guides for managers seeking a quasi-rational
choice of a location (e.g. Schmenner, 1982, after Schamp, 2000: 39). In the Polish geograph-
ical literature, a synthetic overview of the most important location factors and their changes
has been presented by Dziemianowicz (1997), followed by Budner (2004) and Wielonski
(2005). Today special weight is ascribed to non-economic factors, and their role has become
significant enough for most location analyses to employ a division proposed by Grabowa,
Henkel and Hollbach-Gromig (1995) into two categories: hard and soft factors (a wider
discussion of this issue can be found in economic geography handbooks, e.g. Wielonski,
2005; Kucinski, 2009; Kulke, 2009). An interesting complement to this division seems to be
the addition of two sub-categories of soft factors introduced in DIfU (Deutsches Institut fiir
Urbanistik, 1994, after Kulke, 2009) papers: “business-related” and personal. The former are
taken to include the economic climate of the country and town of location, the image of the
place where the plant is located, the image of the region, and career opportunities, while the
other sub-category covers the dwelling and its surroundings, the quality of the environment,
education opportunities, possibilities for recreation and amusement, attractiveness of the re-
gion and town, access to high culture, access to pop culture, as well as peace and quiet.

From the point of view of a large international enterprise with an extensive organi-
sationalstructure, worth noting is Kulke’s (2009) division of location factors into groups
of actors of the economic game in which the enterprise participates (Fig. 3). This type of
location analysis is characteristic of a systems approach in which the choice of a location is
considered in terms of the structure of the enterprise and its relations with the surroundings
(Kulke, 2009: 78).

It should also be observed that of special importance among present-day location fac-
tors are institutional ones in the form of various administrative and legal regulations at the
regional and national scales (Schamp, 2000; Stachowiak, 2007). This notion was introduced
into the literature in 1999 by Stryjakiewicz, who observed that “today location decisions are
an effect of negotiations and agreements among various actors of the economic game. Those
decisions are determined, on the one hand, by strategies of (often supra-national) firms, and
on the other, by institutional patterns of authority at various levels” (Stryjakiewicz, 2009). He
gives special economic zones as a typical example of an institutional factor.

The complexity of the process of the choice of a location in a turbulent environment of
the global economy gets complicated even more in the case of location decisions taken by
large international enterprises with a diversified product offer and an extensive multi-plant
structure.
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MOTIVES FOR AND FACTORS OF THE CHOICE OF A LOCATION BY INVESTORS
AT THE INTERNATIONAL SCALE

The operation, development and growth in efficiency of modern international enter-
prises are connected with the formation of highly complex organisational-spatial structures,
usually multi-dimensional: matrix and tensor ones, characteristic of large corporations, as
well as virtual structures made available by new technological possibilities and advanced
ICT technologies (e.g. Griffin, 2004, or Kutschker, Schmid, 2005, or Tobolska, 2006). The
complexity results from the decomposition by enterprises of Porter’s chain of value-added
generation and its spatial fragmentation. This means that individual specialised functions
of an enterprise, i.e. links in the production chain (e.g. design, research and development,
purchase/supply, production and distribution, as well as complementary functions, e.g. man-
agement of human or financial resources) are scattered in various places across the world.
This strategy of spatial fragmentation is intended to help manufacturing enterprises to find
better conditions for the location of individual tasks ensuring them a more efficient accom-
plishment of their strategic goals and gaining a competitive advantage. The location of direct
investments of large international corporations considered as a sequence of production tasks
in the chain creating value added (or in the production chain) can also be analysed in a net-
work approach, which means accommodating not only links holding among enterprises, but
also their links with the remaining actors of the economic game affecting the generation of
value added, both in a vertical and a horizontal system of individual functions. A detailed dis-
cussion of these issues can be found in e.g. Schamp (2000), Stryjakiewicz (2005), or Giese,
Mossig, Schroder (2011: 149-171).

For socio-economic geographers, an especially interesting research problem is the choice
of locations by international corporations in terms of location theory and the location factors
of manufacturing activity. Since the operation of international corporations is connected with
their expansion onto foreign markets in the form of foreign direct investment (FDI), an expla-
nation of the choice of a location largely focuses on the motives for the expansion abroad and
the corresponding location factors, i.e. conditions decisive for the choice of a new place of
production. However, in many works the point of departure is motives underlying the search
for new places for expansion as preliminary conditions resulting from the appearance of new
needs connected with changes in the external surroundings of firms and with their internal
changes, i.e. in their organisation or resource-related potential. In motivation theory, motives
are incentives stimulating one to action, or causes of behaviour following from needs and
determining goals (based on Przybyta, 2003: 267; Griffin, 2004: 518; Colman, 2009: 412).
In turn, location factors — as explained in chapter 2 — are place-related conditions deciding
about a location. Thus, new locations are supposed to satisfy new needs of enterprises, and
those, as has already been emphasised, follow usually from the emergence of new market and
institutional determinants and from their competitive position.

The forces driving firms to adopt internationalising and global strategies were presented
in detail by Yip (2004, after Gorynia, 2007), who treated them as “forces driving globalisation
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within an industry”, or as a “tendency towards international expansion”. However, on reflec-
tion, they can be regarded as drivers favouring the adoption of global strategies, or simply the
motifs. Yip divided them into four groups:

— market drivers (e.g. per capita income, lifestyles, appearance of global customers,
growth of regional and global distribution networks, appearance of world brands, and exten-
sion of the global reach of the media); it seems that one more driver could be added to this
list, namely the advancing convergence of markets;

— cost drivers (e.g. search for economies of scale and scope, accelerating rate of techno-
logical innovation, progress in transport, emergence of newly industrialised countries with
great productivity potential and low labour costs, increased costs of designing products in
relation to the length of their market life);

— government drivers (which could also be called administrative or institutional, e.g.
elimination of tariff and non-tariff barriers, setting up economic blocs, growth in the in-
stitutionalisation of world trade, limited role of governments — de-nationalisation of many
branches, privatisation);

— competitive drivers (e.g. steady growth in the volume of world trade, appearance of
new competitors on the global market, appearance of firms “born global”, growth in the glob-
al international network of interrelations, choice by firms of a global orientation bypassing
the domestic scale, an ever growing number of strategic alliances of a global nature); and

— additional drivers (the ICT revolution, globalisation of financial markets, business
trips made easier).

A more synthetic approach to the controls of economic activity launched at the interna-
tional scale was presented by Gorynia (2007, although he also calls them factors):

— the age and stage of the life cycle of an enterprise, a product, a technologys;

— the branch to which the firm belongs;

— the firm’s home country;

— the situation on the domestic and foreign markets;

— the firm’s internationalisation experience; and

— the level of its internationalisation.

The motives for which firms invest abroad have inspired scholars to come up with vari-
ous theories and paradigms of international manufacturing, e.g. S.H. Hymer’s theory of trans-
action costs, P.J. Buckley and M.C. Casson’s internalisation theory, F.C. Knickerbocker’s
oligopolistic reaction theory, or S.P Magee’s appropriability theory. A synthetic survey of
those theoretical approaches, also accommodating spatial aspects of the international ex-
pansion undertaken, has been made by the present author in her other articles (Tobolska,
2008, 2010). Figuring importantly among them is Vernon’s (1966) international theory of
the product life cycle, which elucidated the effect of location factors on decisions about
the internationalisation of enterprises depending on the stage of the product life cycle (for
details see e.g. Dziemianowicz, 1997; Zorska, 1998; Rymarczyk, 2004; Wdowicka, 2005;
Wielonski, 2005; Gorynia, 2007; Tobolska, 2008; Bathelt, Gliickler, 2003; Kulke, 2009).
This conception, however, poorly explains modern locational processes resulting from
changes in the regulation of the global economy. The new conditions of the global economy
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have blurred the differences in location factors that used to determine spatial differences in
production at individual stages of the product life cycle, so emphasised by the author at the
time he constructed his theory. In turn, the conception that still inspires scholars to undertake
new location analyses is Dunning’s (1980) eclectic theory of international production, the
most comprehensive explanation of micro- and macro-economic motives for foreign invest-
ment location. It is discussed in detail in many works by geographers and economists (e.g.
Dziemianowicz, 1997; Zorska, 1998; Rymarczyk, 2004; Cieslik, 2005; Wdowicka, 2005;
Wielonski, 2005; Kutschker, Schmid, 2005; Gorynia, 2007; Tobolska, 2008; Kulke, 2009;
Giese, Mossig, Schroder, 2011; Godlewska-Majkowska, 2013), while the OLI (ownership,
location, internalisation) paradigm characterising this conception is employed as an analyt-
ical tool to account for the behaviour of enterprises at the international scale. The pattern
and force of competitive advantages of an enterprise explains alternative modes of action on
foreign markets in the form of exports, FDI, or agreements and contracts (cf. Fig. 4).
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Fig. 4. The OLI paradigm
Source: Kutschker, Schmid, 2005

Although Dunning’s conception is often criticised (e.g. it does not explain parallel forms
of international expansion employed by enterprises, cf. Giese, Mossig, Schrdoder, 2011: 58;
Schamp, 2000: 48), its especially valuable asset is the use of the classical research apparatus
of economic geographers, namely location theory. In order to have international production
and expansion abroad in the form of FDI, the enterprise’s ownership advantage must be com-
bined with suitable location factors in another country, i.e. with more favourable conditions
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for economic activity than at home. Thus, location factors can be said to determine the spatial
distribution of foreign investment and the international production of enterprises.

The motives underlying expansion abroad in the form of FDI have also been classified
by many authors in a variety of ways. For example, they can be divided into economic and
non-economic (Giese, Mossig, Schroder, 2011: 44), or offensive (i.e. seeking to maximise
profits, capture new markets and customers, boost sales) and defensive (e.g. market pro-
tection, ensuring supplies — Stoner, Wankel, 1997, after Gorynia, 2007: 59; Giese, Mossig,
Schroder, 2011: 44). Still other lists of basicmotives for the internationalisation of enterprises
(e.g. Ball and McCulloch, Danils and Radebaugh, Shenkar and Luo) are presented in Gorynia
(2007: 59-60) and Kucinski (2009). Especially interesting seems to be the division of mo-
tives for expansion abroad proposed by Dunning (1998), involving four different strategies
following from the competitive advantages of an enterprise (the OLI paradigm) and deter-
mining its forms of expansion onto international markets. According to Dunning, the goal
of expansion abroad is to derive concrete advantages from international production (after
Gorynia, 2007: 60—62; Bathelt, Gliickler, 2003; Kucinski, 2009; Giese, Mossig, Schroder,
2011):

1. Resource-seeking FDI — the goal is to obtain resources unavailable on the domestic
market; those can be physical resources, e.g. raw materials, but also human resources, e.g.
cheap labour, as well as technological resources, managerial qualifications, or marketing and
organisational skills;

2. Market-seeking FDI — the goal is to widen marketing outlets or follow business part-
ners and subcontractors; next, to ensure workplaces in the home country; also, to evade tariff
barriers;

3. Efficiency-seeking FDI — the goal is to improve the rationality of the process of
production, distribution or marketing by making use of differences in the cost of factors of
production among countries as well as economies of scale and scope; and

4. Strategic asset-seeking FDI — the goal is to keep or reinforce one’s competitive ad-
vantage, firms strive to make use of benefits they derive from having a network of enterprises
that operate in a diversified international environment.

Another approach to motives for the choice of a location by international firms was
proposed by Domanski (2001) and Kulke (2009), who distinguished two basic types of FDI
by the motive for its location: (1) seeking to capture or keep a local market (market motives,
according to Kulke) and (2) seeking to boost efficiency by cost reductions or access to sig-
nificant resources (cost-supply-related motives, according to Kulke). Domanski stresses that
a decided majority of foreign investment in the world belongs to the first group. In turn,
cost-related motives involve primarily the lower cost of wages in the host country and con-
cern the most labour-consuming branches. A feature of this type of investment is usually its
export orientation.

The motives underlying foreign direct investment also suggest what enterprises expect
as to the conditions of conducting an activity in the new location, hence they indicate the po-
tential location factors desired. Generalising, one can state (after Kucinski, 2009 and on the
basis of Dunning’s conception) that the basic location factors determining FDI flows include
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investment conditions better than in the home country. The number of those factors and their
weight vary depending, among other things, on the kind of activity pursued by a corporation,
its size, or local conditions. Currently, the location factors most important for investors in the
global economy are thought to include (in order of importance, on the basis of UNCTAD’s
Word Investment Prospects Survey 2009-2011: 44): (1) size of local market, (2) growth of
market, (3) presence of suppliers and partners, (4) access to international/regional markets,
(4) stable and business-friendly environment, (5) availability of skilled labour and talents,
(6) quality of infrastructure, (7) cheap labour, (8) government effectiveness, (9) “follow your
competitors”, (10) access to natural resources, (11) access to capital market (finance), and
(12) incentives. As follows from these data, the top priority with foreign investors is demand
drivers connected with marketing outlets, but a high position in this ranking is also occupied
by access to skilled labour, higher than cheap labour, so far considered one of the basic loca-
tion factors of foreign investment (cf. e.g. Ruppert, 1988, after Kulke, 2009: 89; Wielonski,
2005: 35). Worth noting is the great weight assigned to the presence of suppliers and business
partners, which shows vertical integration to be of much importance in the framework of
spatial fragmentation.

A synthetic survey of the significance of location factors for international corporations
making foreign direct investment is presented in Schiller et al. (2013, after Godlewska-
Majkowska, 2013, Fig. 5).
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Fig. 5. Motives and factors underlying location decisions

Source: Godlewska-Majkowska, 2013: 58, after Schiller, Revilla Diez, Zvirgzde, 2013

Those authors divide the factors into two main groups: economic and institutional,
which they consider at two levels: (1) one involving an analysis of institutional factors,
such as legal rules for conducting economic activity in the given country, the socio-cultural
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closeness of the host country, or its geographical nearness, and (2) another, involving an
analysis of economic factors similar to the basic motives for launching an activity abroad
presented by Dunning, i.e. a search for resources, markets or strategic assets. In their con-
ception, if the first-level factors are assessed as unfavourable, the remaining factors are not
even considered, and direct investment may not come into effect at all, although there can
be exceptional situations when the second-level factors outweigh barriers at the first level.
A similar hierarchy of location decisions was also proposed by Kulke (2009: 244-245), who
defined minimum preliminary requirements for undertaking an economic activity abroad
(among which he included basic transport infrastructure, basic legal regulations concerning
foreign investment, and political stability).

To verify those conceptions, the present author made her own empirical study of the
location of selected factories — affiliates of international corporations — in Poland. Its prelim-
inary results were published in 2010.

LOCATION FACTORS OF SWEDWOOD POLAND, VOLKSWAGEN MOTOR POLAND,
AND EXIDE TECHNOLOGIES IN POLAND VIEWED IN TERMS
OF THE STRATEGIC ORIENTATION OF THE CONCERNS
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Fig. 6. Location of Swedwood Poland, Volkswagen Motor Poland and EXIDE Technologies plants
in Poland’s administrative system

Source: own compilation
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To illustrate motives for and location factors of foreign direct investment in Poland in
the first decade of the new century, an empirical study was conducted in three selected fac-
tories (cf. Tobolska, 2011, Fig. 6):

1. Swedwood Poland Ltd. — a factory located in a small village of Chlastawa near
Zbaszynek, in Lubuska Land, an affiliate of the international concern Swedwood International
Ltd., which, in turn, belongs to the Swedish IKEA holding. The factory is a greenfield invest-
ment built in 1999 to produce furniture exclusively for the network of IKEA shops.

2. Volkswagen Motor Poland Ltd. — a factory located at Polkowice, a subzone of the
Legnica Special Economic Zone, an affiliate of the German concern Volkswagen AG. It
produces compression-ignition engines for many models of the concern’s cars manufactured
in various locations across the world. The factory was built in 2000.

3. EXIDE Technologies Co., until 2008 Centra Co. — a factory located in Poznan,
taken over under capital privatisation in 1995 by the American strategic investor EXIDE
Technologies. In Poznan the concern manufactures accumulators for lorries and buses, agri-
cultural vehicles, construction vehicles, and automobiles.

In the first stage of the research procedure seeking to establish location factors of the se-
lected affiliates of international concerns in Poland, questionnaire interviews were conducted
with representatives of their management who participated in the decision-making processes
concerning the location in Poland. The questionnaire offered a list of 29 location factors most
frequently given in the literature to grade them on a five-point scale: from 5 (very important)
to 1 (least important). There was also “0” to be chosen when the given factor was not taken
into consideration at all when locating the investment. This type of analysis of potential lo-
cation factors allowed their quantitative assessment (Tab. 1).

Tab. 1. Assessment of location factors of Swedwood Poland at Chlastawa, Volkswagen Motor Poland
at Polkowice, and EXIDE Technologies in Poznan by representatives of their management

No. LOCATION FACTORS | Swedwood | VW MP EXIDE
MARKET
1. | gaining and maintaining market 0 4 5
2. | follow the competition 0 1 4
3. |absorptive capacity of the local market and ) 4 5
domestic (demand for products factory)
4. | good access to other European markets 5 2 5
COST-RELATED
5. |lower labor costs 4 5 5
6. | lower operating costs in the region 5 5
7. | lower taxes S5 5 0
8. | the p.os's.ibility of a favorable land 5 5 0
acquisition
9. | investment incentives and favorable 4 4 3
regulatory
10. |technical infrastructure 5 4 5
11. | proximity to the western boundary 5 5 5




244 ANNA ToBOLSKA

12. |the poss.ibility of using rail logistics 5 4 3
companies
13. | proximity to the motorway (real plans for ) 4 4
its construction)
14. | good availability of air 0 2 3
15. |liberalne wymagania ekologiczne 2 1
RESOURCE-RELATED
16. |availability of skilled workers 4 5 5
17. | good performance and quality of work of
. 5 5 3
Polish workers
18. | proximity to raw materials and semi-
. 5 0 5
finished
19 | proximity to suppliers and subcontractors 5 1 5
20 |availability of maintenance services for the 3 3 4
company and the business environment
SOFT
21. |positive attitudes of Polish workers to
work > 4 >
22. | initiative and cooperation of local
. 5 4 4
authorities
23. | quality of service in the office 5 4 1
24. | favor of the local community 5 4 4
25. | the positive experience of other companies 5 3 3
investing in the region
26. ava.ilability of information about the 4 4 5
region
27. |level of socio-economic development 3 5 5
28. | good image of the region 3 5 5
29. | attractiveness of the environment and | 3 3
landscape

Source: own compilation based on empirical study

The next stage of the analysis involved putting the listed factors into four groups reflect-
ing the chief motives for undertaking expansion abroad, according to the division proposed
by Domanski and Kulke (cf. chapter 3): (1) market factors, (2) cost-related factors, (3) re-
source-related factors, and (4) “soft” factors. The first three groups were taken to embrace
“hard” factors, while the fourth included non-economic factors which play a significant role
in location decisions today. Next the relative mean weight of the points obtained for all fac-
tors in one group was determined. The weight was calculated as the percentage of the sum
of points obtained in relation to the possible maximum, i.e. 5 multiplied by the number of
factors in the given group. The relative weights of the individual groups of factors for all the
three enterprises separately served to plot their location profiles, i.e. diagrammatic presenta-
tions of the weight of each group of factors for the analysed plants (Fig. 7).
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COST-RELATED

=& Swedwood
—&— VW MP

—A—EXIDE

RESOURCE-WRELATED

Fig. 7. Location profiles of the selected international corporations by weight of individual groups of
factors

Source: own compilation

The following were the most important location factors for each factory:

1) For Swedwood Poland at Chlastawa, the most important turned out to be resource/
supply-related factors (88% importance) and soft factors (80%). What decided the Swedwood
location were primarily such resource-related factors as nearness to raw materials and
semi-products, suppliers and subcontractors, and the quality of labour of Polish workers. In
the second most important group that played a role in deciding about the Chlastawa location
were soft factors, especially very good cooperation with the local authorities, a favourable
reception by the local community, and the attitude of Polish workers towards their duties.
Third place went to cost-related factors, which included tax concessions (the factory was
exempted from local taxes for ten years by a Commune Council resolution), the possibility
of a cheap purchase of the premises, physical infrastructure (on the initiative of the commune
authorities, the lot intended for the factory had been equipped with water-supply, sanitation
and other facilities), access to the railway network (a siding had connected the lot with the
main track), and the closeness of the western border of Poland. The last factor is connected
with the group of market ones, i.e. good access to other European markets, of great impor-
tance for Swedwood because nearly all of its output is intended for export, to the network of
IKEA shops, in particular to Germany. Apart from this, market factors such as capturing or
keeping the market did not figure prominently in the location of the new Swedwood factory
at Chlastawa. The top two cost factors, i.e. labour costs and general operating costs of the
plant, did not obtain the highest weight in the opinion of the Swedwood management, which
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is connected with their experience in running factories in other countries with even lower
labour and operating costs, e.g. Ukraine or Russia.

2) For the Volkswagen concern, the most important factors underlying the location of
the factory at Polkowice were those from two groups: cost-related and soft ones (although in
the former group there were more that obtained the highest grade, i.e. 5). The most important
among cost factors were lower labour and operating costs of the plant, which is connected
with a favourable location in a special economic zone and the possibility of making use of
its privileges, i.e. tax reductions and the cost of land. Among soft factors, all those listed in
the questionnaire turned out to be significant and got at least 4 points, the most important (5
points) being a good image of the region and its development level. The highest grade, 5, was
also given to two factors from the resource-related group: availability of skilled workers and
quality of labour; the remaining factors — sources of supply and resources — played a minor
role in the decision about the location of the VW factory. Market factors were of no great
significance either, although two of them, viz. keeping and capturing the market as well as
demand on the domestic market, got a fairly high grade, 4.

3) What decided the purchase of a controlling interest in the Centra factory of batter-
ies and accumulators in Poznan by the EXIDE Technologies concern were primarily mar-
ket factors: capturing and keeping marketing outlets, demand for the firm’s products on the
Polish market, good access to other European markets, and the ‘follow your competitors’
motive. Second place went to resource-related ones, such as nearness of raw materials and
semi-products, nearness of suppliers and subcontractors, and availability of skilled labour.
Those factors were connected with the way in which this American concern entered the
Polish market: it used local infrastructure (local from the perspective of the concern) by pur-
chasing a ready-made factory from the same branch, with its skilled workforce, with its chan-
nels of distribution and supply of raw materials for production worked out during the several
decades of operation, and especially with the well-known Centra brand and a strong position
on the Polish and former COMECON markets. Next came soft factors, such as availability of
information about the region, its socio-economic development and good image; this group of
factors, while not the most important in the EXIDE location decision, had a weight that did
not depart much from that given to it by the remaining two affiliates. Relatively the small-
est role in the decision was played by cost-related factors, although four of them obtained
maximum points, 5: labour costs and operating costs, level of infrastructure (which involved
a reduction in investment costs), and nearness of the western border (connected with the cost
of access to the western markets).

To sum up the analysis of the effect of 29 factors on the location of the selected affiliates
of international concerns, it is worth noting that the factor common to all three corporations
that obtained the highest weight, 5, was the nearness of the western border (a total of 15
points). Only slightly smaller weight in the general assessment was given to three cost-re-
lated factors: lower labour costs, lower operating costs in the given region, and its level
of physical infrastructure (which for the investor largely means savings on outlays for the
construction of such necessary infrastructure), as well as one resource-related factor: availa-
bility of skilled workers. All decision-makers also assigned the highest weight to the positive
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attitude of their Polish staff towards work. It seems that the last factor was especially stressed
by the investors in the context of their experiences in other parts of the world where they
employ local labour too; against this background, Polish workers enjoy a favourable opinion.

The above common factors that were assigned the highest significance can therefore be
regarded as the main assets of the western region of Poland in which the three factories are
located.

CONCLUSIONS

As follows from the analysis of the results of the empirical study, the location factors in-
dicated by the managerial staff of the enterprises reflect fairly well the motives, and hence the
strategies, of the international concerns underlying their expansion onto the Polish market.
In each of the three cases, the choice of the location for a new factory by the parent concern
was intended to make use of their ownership and internalisation advantages, which according
to Dunning’s conception is a basic condition of the internationalisation of enterprises. An
additional and necessary condition for expansion in the form of FDI is finding favourable
conditions in space, i.e. location factors, which in the three cases has led to the location of
factories in the western part of Poland. The location factors indicated by all three enterprises
made it possible to identify their chief motives — incentives — to adopt an internationalisa-
tion strategy in the form of FDI. Thus, the factors that carried the greatest weight with the
Swedwood corporation were resource-related ones, which shows that a major motive for its
expansion into western Poland was gaining access to some resources important for its oper-
ation. Hence its strategy of entering the Polish market can be described in Dunning’s termi-
nology as resource-seeking. In turn, for the Volkswagen Motor factory, the most important
motives proved to be cost-related ones, as indicated by the highest weight assigned to cost
factors; as in the previous case, on this basis its strategy can be termed efficiency-seeking.
The investment of the EXIDE concern in Poznan and its choice of mostly market-related
location factors allows its strategy to be identified as market-seeking (Fig. 8).

Swedwood Poland Sp. z o.0.

+ Resource-seeking

dominance of RESOURCE factors

Volkswagen Motor Polska Sp. z o.0.

+ Efficiency-seeking

dominance of COST factors

EXIDE Technologies S.A.

+ Market-seeking
dominance of MARKET factors

Fig. 8. Location factors seen against motives and strategies of expansion onto international markets
on the example of the selected factories

Source: own compilation on the basis of an empirical study



248 ANNA TOBOLSKA

The presented analysis of location factors in the framework of the conception of location
motives reveals some new ways of establishing expansion strategies of international corpo-
rations. It is worth emphasising, however, that the above results were obtained in specified
conditions held in the given place and time, and need not repeat themselves in other circum-
stances for the same corporation. In a turbulent environment of the global economy, changes
occur fairly spontaneously, and in order to survive enterprises must accommodate them in
their strategies.
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