Running Head: Centralization and Decentralization 	1
Centralization and Decentralization 		4





Centralization and Decentralization
Name
Institutional Affiliation
Date


Trade-offs in Centralization
Centralization refers to concentration of company’s control and operation in one location. In other word, the planning and decision-making takes place in one place whereas other branches or departments on deal with the execution. Establishing a centralized management system requires that the organization leadership create a balance between the potential benefits and losses (Rogman, 2013). The former must outweigh the latter for the structural change (in favor of centralization) to be implemented. 
Centralizing decision-making process means that the company must forego the independence of its departments or branches. Concentrating business operations in a single place increases the control over operations while possibly moves the company away from customers (G.Cazabat, Belu, Popa, & Paraschiv, 2017). A company with small facilities spread all over the place is more accessible to their customers and are flexible to meet particular demand in a given market. For example, multinational fast foods chains like MacDonald’s have their small shops spread across the globe. In case they decide they decide to centralize their shops they will lose most of their customers. Additionally, centralization means the company must sacrifice by increasing their cost of transportation to customers or for the raw materials (Villareal, Reyes, & Kumar, 2016). 
A move to centralize company operation requires wide consultation to avoid possible losses. The consultation must include departmental or branches heads, customers and suppliers. These stakeholders are directly affected by such decisions hence the need to have their approvals. Customers are one of the critical stakeholders thus the need to protect their interest in the whole process. Technology plays an essential role in the process at it facilitates communication i.e. using social media platforms to collect customers’ and suppliers’ opinions. A good example is banking industry where various institutions are consolidating their operation due technological interruption.
In conclusion, centralizing operations requires that the management evaluate the situation and make sacrifices like adjusting transport costs. Additionally, the process requires wide consultation with stakeholders like customers, suppliers and employees before implementation. 
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