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Learning Outcomes
By the end of this unit students should be able 
to:

• explain the factors that influence the location of 
businesses locally, nationally and internationally.

Setting the Scene
Factors influencing the location of businesses 
in Northern Ireland have changed significantly 
overtime. For example, between 1900 and 1930 
Harland & Wolff was Belfast’s biggest employer. 
This shipbuilding business needed to be located 
close to sources of raw materials, good transport 
links and easily accessible to markets. Now, most 
of this heavy/manufacturing industry has been 
replaced by services. Businesses offering a service 
such as, banking, cinema and retailers need to be 
near to customers and have good communication 
networks. 

Business location
Location of a business is where it is situated. 
Locating a business is a crucial decision because 
its location can affect the businesses profits. A 
business makes the decision where to locate when 
it first sets up and when it wants to expand.
There are a number of different factors that 
influence the location of a business:
• Proximity of raw materials – some businesses 

rely on natural resources so it is more cost 
effective to be located close to these natural 
resources. For example, a cheese manufacturer 
would want to be close to a milk supplier.

• Proximity to market – many businesses need 
to be located where customers find it quick, 
easy and cheap to access. Some businesses also 
need to be close to suppliers to reduce transport/
delivery costs. Competition in the same location 
from other businesses offering a similar product/
service also needs to be considered.

• Availability and price of land – land is 
becoming increasingly scarce particularly in city 
areas, forcing rental prices up. Usually city centre 
premises are much more expensive to buy/rent 
than premises on the outskirts of towns/cities.

 

• Governmental Influences – the government 
may offer grants (money which does not need 
to be repaid) to help with the setting up of a 
new business, e.g. in an area where there is 
high unemployment. Low interest rate loans are 
another incentive offered by the government to 
set up business. The government can also attract 
businesses to set up in a particular area by 
offering tax breaks for example, businesses may 
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be exempt from paying business rates.
• Communication – many businesses rely on good 

communication networks, e.g. internet access 
and good mobile phone signals. 

• Transport infrastructure and parking – an 
effective road, rail, boat and air network allows 
businesses to import and export goods. Staff and 
customers will need convenient parking facilities 
close to the business premises.

Activity
Enterprise rent-a-car

Enterprise rent-a-car is an internationally 
recognised brand. By selecting the best locations 
for its service Enterprise can get more customers, 
improve its efficiency and generate greater profits. 
It aims to outperform its competitors through 
the focus on customer service. Within the UK, the 
company operates from 350 locations (over 75% 
of the country’s population live within five miles of 
an Enterprise branch). Enterprise has two types of 
locations: 
• ‘home/city’ branches – These branches meet 

the demand for car rental from businesses and 
individuals wanting a car for accident cover or for 
leisure purposes

• airport branches – These branches provide a 
service for people flying into or out of a region.

By locating branches in busy areas and near to its 
customers, Enterprise can increase awareness of 
its services to potential customers. Enterprise also 
likes to be located next to vehicle repair centres, 
mechanics and dealerships so it can acquire new 
customers, such as people who need to rent a car if 
theirs has broken down. Enterprise needs its branch 
sites to have good access and parking. Setting 
up new branch locations gives Enterprise the 
opportunity to expand their business and improve 
the quality of customer service.

1. Explain why Enterprise rent-a-car tries to locate 
branches close to its customers. [2]

2. Analyse the various factors that influence 
Enterprise’s decisions about where to locate a 
new branch. [4]

Key terms
Raw materials natural resources for example crude 
oil, minerals, wood, vegetables, coal etc. 

Infrastructure transport network including road, 
rail, sea and air.

Revision questions
1. Why do businesses often change location as 

they grow? [2]
2. Explain three factors that a business might 

consider before moving its business to another 
country [3]
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