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Covid-19 alone will not drive the decision for relocation

Most manufacturing companies will be reviewing how Covid-19 has impacted them and will look
towards managing risks and prepare mitigation plans for the future.
Businesses will be relying on data from this crisis to help them understand the impact to their
supply chain and manufacturing operations.
Companies with existing factories might not be deciding on relocating out of China solely due to the
pandemic. Companies who were impacted by the tariff challenges due to US-China relations would
have already been thinking about responding to the situation and considering alternatives.
Most MNCs may already have diversified production/manufacturing capabilities geographically and
could still supply from other countries which were not impacted – EMEA, US for example and were
then able to restart China when most of the other parts of the world went into lock down. These
businesses are likely to review the capability of each site and make adjustments to better manage
supply chain interdependencies in the manufacturing processes where possible.

Business Friendly Policies and Incentives
World leaders will be looking to revive their economies as quickly and safely as possible. Countries
which had handled the pandemic well may look at highlighting their track record and formalize
future pandemic/disaster recovery plans to increase its attractiveness to foreign investment. We do
expect developing countries to step up its financial incentives to attract new businesses.
Companies which were looking to expand or set up new manufacturing hubs would be looking at
the data from pandemic and would be able to identify countries which managed the situation well
and have structured plans to manage future events of this scale. This might be a factor in the
selection criteria moving forward in addition to cost and infrastructure. Countries like Vietnam and
Malaysia may be very attractive moving forward.

Sustainability
Most MNCs have set carbon neutral targets and more will continue to do so. The infrastructure to
support their Sustainability Goals would be a large factor to location selections moving forward.
This could include the ability to utilize renewable energy to fully power their plants.

Businesses will strive to remain competitive especially under the current economic climate. Whilst
reviews will be undertaken to mitigate risks including potential increase in automation and other
initiatives, cost effectiveness is expected to continue to drive decision making moving forward.

