Chapter 2: Factor Rating Method
Justin Bateh is the operations manager for a firm that is trying to decide which one of four countries it should research for possible outsourcing providers.  The first step is to select a country based on cultural risk factors, which are critical to eventual business success with the provider. Justin has reviewed outsourcing provider directories and found that the four countries in the table that follows have an ample number of providers which they can choose. To aid in the country selection step, he has enlisted the aid of a cultural expert, Jim, who has provided ratings of the various criteria in the table.  The resulting ratings are on a 1 to 10 scale, where 1 is a low risk and 10 is a high risk.  
[bookmark: _GoBack]Jim has determined six criteria weightings: 
Trust		0.4
Quality		0.2
Religious	0.1
Individualism	0.1
Time		0.1	
Uncertainty	0.1
Using the factor-rating method, which country should Justin select?
	Culture Selection Criteria
	Mexico
	Panama
	Cost Rica
	Peru

	Trust
	1
	2
	2
	1

	Society value of quality work
	7
	10
	9
	10

	Religious attitudes
	3
	3
	3
	5

	Individualism attitudes
	5
	2
	4
	8

	Time orientation
	4
	6
	7
	3

	Uncertainty avoidance
	3
	2
	4
	2



Step 1: Put the table into Excel.
Step 2:  Add a main column for the weight of each criteria as shown below
	Culture Selection Criteria
	Weight
	Mexico
	Panama
	Cost Rica
	Peru

	Trust
	0.4
	1
	2
	2
	1

	Society value of quality work
	0.2
	7
	10
	9
	10

	Religious attitudes
	0.1
	3
	3
	3
	5

	Individualism attitudes
	0.1
	5
	2
	4
	8

	Time orientation
	0.1
	4
	6
	7
	3

	Uncertainty avoidance
	0.1
	3
	2
	4
	2



Step 3: Add a “Weighted” Column next to each country as shown below.  Then, multiple each countries rating in a specific criteria by the weight given to that criteria.  For example, for Mexico’s trust criteria we multiplied 1 x 0.4 for a weighted rating of 0.4.  For Panama’s trust rating, we multiplied 2 x 0.4 for a weighted rating of 0.8.

	Criteria
	Weight
	Mexico
	Weighted
	Panama
	 Weighted
	Cost Rica
	Weighted
	Peru
	Weighted

	Trust
	0.4
	1
	0.4
	2
	0.8
	2
	0.8
	1
	0.4

	Society 
	0.2
	7
	1.4
	10
	2
	9
	1.8
	10
	2

	Religious 
	0.1
	3
	0.3
	3
	0.3
	3
	0.3
	5
	0.5

	Individualism 
	0.1
	5
	0.5
	2
	0.2
	4
	0.4
	8
	0.8

	Time
	0.1
	4
	0.4
	6
	0.6
	7
	0.7
	3
	0.3

	Uncertainty 
	0.1
	3
	0.3
	2
	0.2
	4
	0.4
	2
	0.2



Step 4: Add up each country’s total weighted scores to receive the cumulative weighted score for each country:
Mexico			Weighted Score = 3.3
Panama 		Weighted Score = 4.1
Cost Rica 		Weighted Score = 4.4
Peru			Weighted Score = 4.2
Based upon the factor rating method, we have determined that Mexico carries the lowest risk among the selected countries. 
Practice Problems: 2.8, 2.11

