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The Role of Centralization-Coordination-
Decentralization towards Success decentralization in
industrial sector in Libya: A case study

Ali M. Bakeer
University of Misurata
Ali.bakeer@misuratau.edu.ly

ABSTRACT

This study aims to contribute to knowledge-based decentralization
business and an explanation of the companies' decision process to create and
sustain competitive advantages based on so-called Enterprise Resource Planning
(ERP) systems. The theoretical basis is extended through a detailed case study
of a specific ERP in a manufacturing company in the Cement industrial sector in
Libya. The approach is particularly suitable for decentralization processes
analysis because it includes the influence of strategic factors, such as data and
technology outline, process management, together with human influences, and
overall implementation strategy. The study was conducted in AI-AHLIA
Cement Company, and preliminary data was collected through interviews with
ICT team, department managers, committee chairs, and the company's general
manager. The study revealed critical aspects in developing resource
management basis describes perceptive and cultural factors that support or
hinder progress, including uncertainty, familiarity gaps, knowledge transfer
problem, management skills, and the difficulties of ensuring that ERP usage is
converted into competitive advantage. The result also led to a model that
contribute to addresses decision-making implications and potential solutions to
such obstacles throughout the process. The paper has identified the factors
needed to ensure a successful decentralization activity and to explain different
ERP project outcomes. The model will guide managers in the development of
processes decentralization based on ERP adoption, and it will support the
companies to make decisions towards decentralization by identifying the role of
digital technology and its influence.
Keywords: Decentralization, ERP, industry, Data, Knowledge, technology,
cement, technology transfer, critical success factors.
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INTRODUCTION

The foundation for a centralized organization was placed out in the
works of Taylor, Fayol (1949) through a focus on specialization,
standardization and modularization [1]. A particular indicator of the
understandings of centralization is the bureaucracy. Decentralization in
business is when daily operations and decision-making power are
delegated by top management to middle-and lower-level managers and
sometimes even team members [2]. Companies with a decentralized
structure allow top management level to focus more on growth
opportunities and major decisions, rather than day-to-day responsibilities
[2]. Traditional decentralized approaches may still apply inflexible
frameworks with checks and controls, while fundamental types of
decentralization extend the scope of decision-making. However, the
differences between centralization and decentralization in management
still mainly based on the organizational structure.

CENTRALIZATION OR DECENTRALIZATION

Pearce, R.D., 1999 argue that decentralization is a distribution of
powers, thus presenting an unclear similarity between decentralization
and distribution [3]. Usually, companies choose between two main types
of management structures: centralized management and decentralized
management although they may choose for a grouping of the two [5].
Table (1) illustrates the difference between centralisation and
decentralization.

Table 1: Difference between Centralisation and Decentralisation

Basis Centralisation Decentralisation
The concentration of authority at .Th? ev&_anly and systematic
. - distribution of authority at all
Meaning the top level is known as levels is ki
Centralisation EVEIS IS known as
) Decentralisation.
There is no delegation of authority
Delegation of as all the authority for taking There is a systematic delegation of
gatic decisions is vested in the hands of authority at all levels.
authority
top-level management.
Suitability Itis suntat_)le for small Itis suntaple for large
organisations. organisations.
decision makin There is no freedom of decision- There is freedom of decision-
9 making at the middle and lower making at all levels of
Freedom
level. management.
Flow of There is a vertical flow of There is an open and free flow of
Information information. information.
Employee Employees are demotivated as Employees are motivated as
Motivation compared to decentralisation. compared to centralisation.
There are least chances of any There are chances of conflict in
Conflictin conflict in decision as only top- decision as many people are
Decision level management is involved. involved.

Source: Abrol, A. (2022) [6]
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However, the company can’t just trust on the knowledge of last
century’s leadership leaders if it wants to deliver value and have success
over time [9]. Moving from this last point, a shared positive element of
decentralisation focuses on the transfer of power and resources away
from the central administration [7]. The deeply unclear manner in which
technology roles at the same time promote forms of centralization and
decentralization can only be addressed through critical, empirically open
studies. Thus, in this study, the author takes both a theoretical and a
practical approach to explore the possibility of a bottom-up approach for
decentralization approach in industrial sector in Libya.

Due to changes in technology, people and users' expectations, and
workforce prospects make the decision more important than ever.
Exploring whether decentralisation model can be a means to improve
people's participation in company processes management and
development [8], Some examples of theoretical issues of centralization
and decentralisation are preseitning as following:

Centralized Structure

In a centralized structure, all users are connected to a central
holder of data stores, which other users can access, and also user
information. This user information may include user HR details such as
user profiles, user-generated content, and more. A centralized system is
easy to set up and can be prepared swiftly.

Decentralized Structure

The decentralized structures don’t have one fundamental data
stores owner. Instead, they use numerous central owners, each of which
typically supplies a copy of the resource's users can access. A
decentralized-based system can be just as weak to crashes as a
centralized one. However, it is by design more easy-going to
responsibilities. That’s because when one or more central owners or
servers fail, the others can continue to provide data access to users.

Distributed Structure

A distributed system is like a decentralized one in that it doesn’t
have a single central data stores owner. But it removes centralization. In
a distributed system, users have equivalent access to data, however, user
rights can be enabled when needed. The best example of a distributed
system is the internet itself. The distributed structure enables employers
to share ownership of the data. Hardware and software resources are also
shared between users, which in some cases may improve the
performance of the process. A distributed system is safe from the

441 (#2023 3o 09) Es o Graalie — 3B sk LI (o191 pdkall a3




WS oAWK T P P PN O O /‘
oV Lo (A ISl e e Blulmntlg ooyl l ;,
(\li‘l !M (Slallally aBlgl) =

~~~~~~~~~ #2023 4yl 09 Copue maln i dls

st autss
Faculty of Economics 572,

independent failure of components, which can improve its readiness
significantly.

. L.
L, & & W
) 8B & & &
- 5 ¥ & &

Centralized Distributed Decentralized

one node does everything nodes distribute work to sub-nodes nodes are only connected to peers

Figure .1: The concept of a centralized, distributed and decentralized [10]

However, certain organisations implement  vertical
decentralisation which means that they have handed the power to make
certain decisions, down the hierarchy of their organisation. Vertical
decentralisation increases the input, people at the bottom of the
organisation chart have in decision making. On the other hand,
Horizontal  decentralisation spreads responsibility across the
organisation. A good example of this is the implementation of new
technology across the whole business. This implementation will be the
sole responsibility of technology specialists. Vergne, (2020) argue that,
in the post-industrial society the key problem is how to organise to make
decisions that is, to process information [11]. In today’s age of
combined systems and cheap digital storage, there is a smaller need for
managers to identify exactly in advance which data might be relevant for
decision-making. Rather, for many companies, collecting as much data
as possible has become a guiding principle, which at the end leading to
decentralization approaches.

TOWARD ERP-Based DECENTRALIZATION FRAMEWORK
The deployment of networks, work-stations and PCs (80s — 90s) in
a parallel way generate indications of decentralising effects. Every
company has to decide how to approach management and decision-
making. The discussion on how technology does or is expected to have
centralizing/decentralizing significances has been discussed in several
aspects in Information Systems research [3, 4]. ERP-based company
depends mostly on the skills and capabilities of its leaders and
employees [8]. However, a unique example of knowledge-based and
people-centered development at AHLIA company is provided. Both
theories of decentralisation will be expanded and that theoretical
considerations need to be moderated by practical concerns. Many
research, provided a theoretical reflection on the meanings and
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understandings of the concepts of decentralization across Technology-
related contexts, revealing decentralization as a multifaceted concept
with several dimensions. The main mechanism for gaining that focus is
through clarifying the relative importance and meaning of technological,
and administrative requirements and encouragements, which can be
achieved by answering the following question:

How ERP-based systems can support industrial companies to move to
decentralization?

The HYBRID COORDINATION TACTICS

An understanding of the benefits of each of the models is helpful,
but most organizations are complex, and usually, a hybrid model makes
the most sense. The model has been placed out on a range from more
centralized to more decentralized approaches. From a management
perspective, the nature of the ERP roles could include strategic,
organization, and technical dimensions. ERP implementation involves a
mix of business process change (BPC), and software configuration to
align the software with the business processes [14]. The paper will
contribute to identify the factors needed to ensure a successful ERP
project and to explain different potential project outcomes.

BARRIERS TO ERP DEPLOYMENT

When making estimates about the company shift to decentralization
according to the ERP-based approach, it is necessary to take into account
the prospects of this change from numerous aspects, such as technically
and institutionally [12]. An ERP project is not just a technical change
but a cultural one too. However, In a survey conducted by Deloitte, it
was recognized that there are 10 barriers to ERP implementation. Out of
all these barriers, the main reason of concern is resistance to change,
inadequate support, unrealistic expectations, and poor project
management.

Resistance to change

Inadequate sponsarship
Unrealistic expectations

Poor project management

Case for change not compelling
Project team lacking skills

Scope expansion / uncertainty

No change management program

No horizontal process view

IT perspective not integrated
1

0%  10% 20% 30% 40%  50% 60% 70% 80%  90%

Figure 2: Top 10 barriers to implementation
Source: Deloitte Touche Tohmatsu CIO Survey
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Turnbull, (2017) arguing that through its human and technology
resources, companies are producing unstructured data from their
business processes environment; structure these data by making them
readable and understandable; turn them into information by adding
meaning and viewpoints; and, over time, generate knowledge by making
information useful and wvaluable [13]. The development includes
coordinating communications among the company's human agents (e.g.,
members, employees, managers, users), technology representatives (e.g.,
sensors, ERP, Database) and process re-engineering leading to what so
far called Hybrid coordination approaches. Figure 3 illustrate in role of
data structure on generating knowledge-based decentralization.

. . / . . "
1. Data collection 2. Data processing 7 3. Information integration 4. Knowledge custody
1 \
5 5 I \
(g by frontline employees; junior (g by developers; engincers; I (eg by product owners, A (eg by members with the authority
analysts; sensors) algorithmic routines; dynamic 1 account managers, design leads) '\ to codify organizational routines;

databases) | \\ by advanced prediction algorithms)

\
+ Readability \ + Meaning \ + Usefulness
+ Comprehensibility \s pmpunu 1‘ + Value

Unstructured [
n';[r)mt. Hred Structured Data lnforman(m/ Knowledge J
ata

Figure 3: From Data to Knowledge: knowledge—based decentralization

RESEARCH METHODOLOGY

This is an interpretative, a case-study approach based on multi cases
conducted during October 2022. It is a natural of a long-term
relationship with the company. This relationship made it possible for the
author to gain access to the ERP project team. this relationship with
AHLIA is based on a commitment to focus on problem areas (like the
present ERP project) that are supposed as relevant and interesting for
AHLIA. Empirically, this study draws upon several sources:
participative observations; semi- and unstructured interviews; paper-
based as well as electronic documentation. A total of 3 different
meetings have been practical over the October 2022. These meetings
include central project meetings, local project meetings at the different
sites. A total of 7 semi- and unstructured interviews have been
conducted. AHLIA keeps an extensive record of paper-based and
electronic information. The author has had access to reports, memos, and
email discussions. In addition, the author has over the last two years
engaged in many informal discussions, conversations with the ERPpro
team. These informal discussions form a backdrop for our interpretation
of the primary sources of data. The followed approach is particularly
suitable for the analysis of ERP projects because it includes the influence
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of critical factors, such as technical software configuration and project
management variables, together with broader strategic influences, such
as the overall implementation strategy.

FINDINGS AND DISCUSSION

Following the results of the data collected process, the critical
factors that affect ERP implementation activities have been discussed in
detail. These factors were identified during data collection by interviews.
ERP deployment faced stressed implementation processes where the
staff are not yet using ERP application. However, the implementation
activities have faced number of good practices indicators as well as
presented a number of negative impacts, which were determined using
different techniques. Based on the interview activities, the researcher
identifies critical success factor that affect implementation of the ERPpro
project, the assessment result illustrated all participants agree that the
organizational support was inadequate during the operation, the supports
from the top management have been unclearly provided. According to
people capabilities, trainings support was not provided to the project
team members and majority of the interviewees believe that training is a
significant factor and it need to be provided for both technical and
functional team members of the project and consultants are also
significant to be appointed into the project team.

However, the common result from the participants shows that data
availability was also key success factor that help the project positively
progress, but number of data still need to be well classified and clarified
such as the case in data and coding of the spare parts in the warehouses
located in different sites of the company's factories and the technique of
classification of spare parts differs from one factory to another. The data
was not be able to be tested in several test environments to check the
accuracy and it were not also available the to the project implementer as
required. The warehouse manager stated that:

" We have activities with number of distributed stores that are worried
by creating more codes and data, and users are already technically
struggling to manage what they have"

The project management were also identified as critical factor the
implementation of ERPpro project. The company have selected staff
who have inadequate knowledge for the ERP implementation and the
project management phases. In addition, top management involvement
was also one of the critical factors for the implementation of project.As
discussed, results in the above, the interview project manager explained
that the active procedures related to the implementation of the project
phases are undecided, and this is attributed to several reasons such as:
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lack of good coordination in managing the phases of work, lack of
seriousness in implementation by the provider, lack of knowledge of
ERP techniques by the team assigned to follow up the project, and also,
lack of Clarity of vision and goal of senior management regarding the
level to which the project can be benefited at the current stage.

Most of the interviewed participants agreed that centralised
processes could be decentralise if there is a truly commitment to it but
noted it would be extremely difficult to make that change, since it
requires a culture and people change. Also, some believe that the need to
switch to a decentralized system still not desirable for them, because the
move to centralization allows them to save money in the short term and
maintain profitability. The user's belief of the necessity and importance
of adoption and access to a technology based central system that
increases decentralization processes in the company. The ICT manager
stated that:

" the decentralized workplaces indicates that the company need to
ensure thousands employees in the five factories locations all have
customized access to the computers, platforms, documents and
databases"

The accounting manager stated that the ERPpro can support the
company towards decentralised digital business transformation, and he
added:

" ... the correctly use of ERP technologies will help company unlock
new sources of value that will improve our experiences and
relationships with whole company processes managers"

It is also stated that that the company process cannot decentralize
without keeping transparency and strong business authority at operation
management level. The director of ICT stated tha:

“If our company are not fully committed to transparency and
good governance, the system could create a mess,”’.

It has been supported by the factory manager as he stated that:

“.... our project could end up at the commitment of the factories
general managers and the success is dependent on how good and
truthful those team and managers are.”
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However, The AHLIA's most important push for centralized
processes and incorporated solutions so far has still unsuccessful.
AHLIA has seriously underestimated the critical decision-making
elements of the decentralization decision, and following the top-down
practice, was one of the negative influences on the context of the project.

ANALYSIS

In this study, data collection and data analysis were divided in the
logic that data analysis began once data collection had been completed.
Data analysis started based on results of interviews within the AHLIA
case study which were coded before proceeding to another case study.
The people, technology and processes readiness were mostly not at the
level of ability to contribute to the changing of the work environment in
the independent units of the company. Likewise, the nature of the data,
its focus, the stages of information maturity, the method of managing it
and making decisions did not proceed in a way that could allow the
adoption of a decentralization activities so far. The company may need
to reconsider the arrangement of effective stages to move towards
decentralization by the effective implementation of ERPpro project from
one stage to another according to a hybrid context between maintaining
current centralization processes and enabling decentralization
transformation.

Due to the study initial results, the company impossibility achieving
a complete centralization or decentralization approach, rather, it could
need to have both. Some of resone where the combined ERP project
analysis and processes mapping indicates that complete centralization is
impossible in the company as the top management level makes all
decisions. On the other hand, due to the company transformation
readiness, complete decentralization suggests no control over followers’
actions. Hence, maintaining a balance between the two is equally
important. However, Through the results, it is possible to respond to the
research question (how ERP-based systems can support industrial
companies to move to decentralization?) and introduce a joint framework
that could positively influences the benefits of both models
(centralisation and decentralization). This combination model gives
greater open-mindedness.

However, to include the people capabilities, processes mapping and
technology applications of both approaches side, and the focus would be
on the aspects of coordination. The illustration shown in Figure 5 shows
the projected model that can contribute to positive effectiveness in
achieving the goal of decentralization through the inter-combination
between centralization and decentralization CSFs (People, Process and
technology) and focusing on coordination and alignment priorities to
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achieve the better possible success outputs in improving decentralization
principles and achieving less problem on operators. The ERPpro project
could present combined centralized and decentralized model in its
collaboration with the company as following:

Centralisation: the company need to assess its current centralised
operation which depend on a single team that works on behalf of all
other operation units in the company. This structure was a common in
AHLIA company and direction always towards to focus decision-making
at the top Level.

Decentralisation: Preliminary data collection suggestions that the initial
level of ERP system implementation processes enhanced the
development of the team's powers to participate in operational decision-
making and to participate in setting development policies processes in
the company. The ERPpro intial implementation processes, fairly
indicates more potential resources with authority and decision-making of
decentralistion processes resulted by adopting ERP technologies is
distributed across a committee of the ERP teams. This structure has the
benefit of enforcing more wider responsibility across the whole
company, which in turn increases user-level enforcement and
commitment.

Coordination: In this structure, the company have not well coordination
establishment and no expert team were funded that could positively
support the establishment of required sets the standards and blueprint to
then coordinate with the rest of the company pros operation process and
business strategy for decentralization and centralization combination.
Figure 5 illustrate the study Conceptual decentralization model

Coordinated

cantralized Lewvmrage of the best [FROS] of Decentralized
centralized and cecentralized model

Limmitesd resounoes thinds Uger evel Ladks - Leverage
Barriers to complianos Economigs of scale r cowmipliznoes Too many processes

More resounces modificstions
Business awsreness Lack of consistency

Business swareness Specialist]skills

- J - ,/’

Figure 5 shows the Conceptual decentralization model
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CONCLUDING REMARKS

This study traces the influence of decentralisation in the industrial
sector based on ERP distribution and its business models; presents
changes taken up by ERP applications; compares existing ICT-based
business models and offers an indication of this emerging technology’s
promise and potential size. The study recommends AHLIA Company to
adopt combined Centralised and Decentralised Structure. The study
illustrates that the company aspect for adopting ERP for its
decentralisation activities need to firstly identify the Centralization and
Decentralization aspect, the study contributes to the aspect that both
concepts are different modes of working of a company. In centralization,
the higher positions of the management hold the decision-making
authority. Further, in case of ERP deployment project for
decentralization, the project aims to deploys the decision-making
authority across the company and brings it closer to the foundation of
action and information. However, based on the study results, the
company may need to decide that a combination of centralisation and
decentralisation is more effective for them. For example, functions such
as accounting and purchasing may be centralised to save costs. Whilst
tasks such as recruitment may be decentralised as units away from head
office may have staffing needs specific to them.

The Centralization-Coordination—decentralization model guide
managers in the development of an implementation strategy and will
help them make decisions by identifying the role and influence. Based
on the discussion above, one may envision a tentative framework which
will help the future researcher direct their focus in their future work by
breaking down decentralization into its dimensions and examining which
ones can be tackled by means of blockchains and smart contracts.
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