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1. Introduction

Interdependent relationship between firms and regions

 Regional location conditions influence firms’ turnover, costs and profits

« Economic situation of firms is an important determinant of regional economic
success and welfare

Increasing location competition

 Firms should be satisfied with their location
« The expectations of new firms regarding location conditions should be met
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2. Theory

Theory of hard and soft location factors

« Hard location factors: traditional location factors, like labor, land, capital and
transport infrastructure

 Soft location factors: all aspects that can hardly or not at all be expressed in
figures or monetary terms, like image, living conditions,
leisure or cultural facilities

 Relevance of soft factors could have increased over time:
e Structural change in the economic sectors
« Growing importance of technology makes innovations necessary
« Change in values
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2. Theory

Studies reqgarding “hard” and “soft” location factors

e Studies come to the result that “hard” factors are still of the highest importance?

« But if all potential locations provide the same standard of “hard” factors “soft” factors
become relevant?

« Although firm surveys show that “hard” factors seem to be more important for the
majority of companies, some soft location factors like the regional image are still
important location factors3

» The relevance of “soft” factors might depend on special conditions, e.g. line of
business, size of enterprise*
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3. Hypothesis, Research Design and Methods

Hypothesis

‘Soft factors of location have become more important over the course of time’

Research design

L ]
« Data from firm surveys to analyze the Netheriande | ‘ Duisburg
location conditions of Middle Lower Rhine *
Area .
L ]
 Firms evaluate the general relevance and Duisseldorf

guality of more than 50 location factors
on a four-point Likert scale
(1 = very important/good; 4 = very unimportant/bad)

e Observation years: 2002, 2008, 2012, 2017
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1,000 firms participated T
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3. Hypothesis, Research Design and Methods

Methods: 1. Relevant soft factors were carved out from the current study

-(Image & awareness of location! 23 \ (

» Housing®

e Cityscape!*
 Safety®

» Shopping facilities®
» Cultural offerings! 4%
» Recreation and leisure facilities? 45 l. Level
-\Supply of general education schools?! 45 Quality of

life

* Inner-city traffic conditions®
* Parking

 Parking fees

* City marketing

Il. Level

Inner-city
factors

l1l. Level

Govern-
mental

* Duration of permit procedure? Services
» Smooth cooperation of local
authorities®
« Portfolio management for local enterprises? « Consulting in corporate descent
« Accessibility/Opening hours of local administration3 * Financing consqltingZ?’
\’ Administrative response time3 ) k * Funding consulting y

( IV. Level N\

Consulting
offerings
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3. Hypothesis, Research Design and Methods

2. Cronbach’s Alpha and factor analysis
« Cronbach’s Alphais at least 0.852 - scales are reliable

 Factor analysis: chosen levels result in one factor

3. Building indices
 Factor analysis = component values
« Component values were used to summarize the location factors into an index

« The authors integrated the weightings of the single location factors in the index
formula

 Calculated index values: 0 =very important = 100 = very unimportant

» The lower the index value, the more important the level of location factors
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4. Empirical Results

Average values by location factor levels over time
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4. Empirical Results

10

T-tests
Mean Mean Difference  Sig. (2-tailed)

I. Level — Quality of life ;gg; jif; 5.31 0.000

II. Level — Inner-city factors ;gg? jjgg 4.30 0.001

[ll. Level — Governmental services ;gg? ji?g 0.79 0.489

IV. Level — Consulting offerings gggg 2(1)23 -1.28 0.343

V. Level — Hard factors 2823 gg?? -0.03 0.974

V. Level — Ha_rd f_act(_)rs without information 2002 32.43 253 0.001

and communication infrastructure 2017 34.96

» First hint for an increasing importance of soft location factors

» Especially in opposition to the relevance of hard factors, which stagnated or even
decreased (without the factor information and communication infrastructure)
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4. Empirical Results
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Level — Ha_rd f_act(_)rs without information 2002 32.43 253 0.001
d communication infrastructure) 2017 34.96
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4. Empirical Results

Il. Level — Inner-

l. Level — Quality of life

city

Image and awareness of location
Housing

Cityscape

Safety

Shopping facilities

Cultural offerings

Recreation and leisure facilities

Supply of general education
schools

Inner-city traffic conditions
Parking
Parking fees

City marketing
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5. Conclusion

Results

» Hypothesis can be confirmed for the quality of life and inner-city factors

Y

It could not be confirmed for governmental services and consulting offerings

» Importance of hard factors stagnated or even decreased (without information and
communication infrastructure)

» But hard factors are still of higher importance for the majority of firms

Recommendations

» Soft factors, like the image or the recreation and leisure facilities, can be influenced
by the local government to a great extent

» The local government should pay attention especially to the quality of life factors to
attract highly-skilled and creative people and companies with a demand for these
employees.
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5. Conclusion

Study is still awork in proqgress

« Many questions are still open and need to be analyzed in more detail, e.g.:

Do conditions like line of business, type of company, type of location
decision, size of enterprise, share of high skilled or the location in different
city sizes have an influence on the evaluation of soft location factors?

* Does the evaluation differ for example between companies of the
manufacturing industry and companies of the creative class?

« Why are the majority of location factors evaluated worse in 2012?
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