
 
Global Production 
Modern manufacturing companies operate in increasingly competitive markets. In the fast 
developing global economy they must constantly monitor and respond to the costs of production.  

Product price is influenced by a range of factors, including what customers are willing to pay. This 
must be based to a large extent on the cost of making the product in the first place. Factors in the 
cost of production will include: 

VARIABLE: 

o Cost of materials – raw materials and components sourced from suppliers  
o Services – cleaning, supply of materials and components, machinery, maintenance and 

tooling  
o Cost of labour – manufacturing staff  
o Cost of energy to manufacture / run machinery  
o Cost of packaging 
o Cost of delivery 

FIXED: 

o Cost of factory / ground rent 
o Cost of business taxes  
o Cost of administration and management  
o Cost of design and marketing  
o Cost of storage  
o Cost of factory maintenance and depreciation of equipment  
o Cost of energy – heating and lighting  
o Cost of transport  

Manufacturers cannot survive by simply breaking even i.e. only covering their costs. They must 
budget for the development of future products, new buildings, and new equipment in order to 
expand and develop their business and ultimately make a profit. 



 
 
Robots are increasingly used in industry and are able to do repetitive tasks quickly and efficiently (the 
initial investment and maintenance needs to be considered as the costs are high). 
 
 
Many large manufacturing companies have become truly multi-national with operations all over the 
world.  
 
They take advantage of the economies available and: 

o base their large scale operations in industrial centres. 
o site their factories near to sources of raw materials. 
o site their factories where labour costs are low. 

 

 



 

The rapid expansion of global manufacturing has been largely due to: 

o the development of high speed ICT that allow managers / engineers based in different parts 
of the world, to work on aspects of the same product.  

o the readiness of newly industrialised nations e.g. China, to allow multi-national companies to 
operate in their countries. This brings investment and jobs that benefit local people and 

economies. 

Tip:  
Note how many products you own are made in the Far East. 

 

 

 

 

 

 

 

 

 


