Week Three Lecture Notes

CENTRALIZATION AND DECENTRALIZATION OF STORES
Centralization is a scenario where an organization opts to have one stores facility to service its entire operations other than having many sub store units. This system is  suitable  to small-scale  industries  where  it  is  desirable  to centralize the  materials in one  department. Under  this  system,  the  store room  will  be most conveniently situated  where  it  is  near to all the  departments.
Advantages of Centralized Stores
· Chances of employing specialist staff are higher as compared to a situation where an organization has so many scattered stores all over its area of operations.

· There is likely to be low administration costs for is are of operation due to limited number of staff in one stores facility

· Store control is easier to enforce than where many store units are in place

· Financial control is easy since all materials are located in one facility with minimal delegation that would have been to other units

· Standardization with its associated benefits is much easier to implement

· Use of common procedures with its associated benefits like easy computerization, training etc

· Well planned layout of stores hence effective utilization of floor space 

· Better supervision of stores is possible 

· Effective material handling is possible 

· Lot of manual work may be eliminated 

· Better control is possible 

· Less investment is required thus, minimum wastages of resources 
· Facilitates prompt flow of materials 

· Better forecasting is possible

Disadvantages Centralized Stores 
· Poor customer service level due to the distance

· Lack of competition within the stores administration among units, which would have enhanced efficiency and effectiveness

· Increases transportation costs 

· Delay and inconvenience because of over-crowding of materials 

· Greater risk of loss in case of fire, theft, floods etc 

· Break down in transport will affect continuous flow of production

·  Increases cost of materials handling 

DECENTRALIZATION OF STORES
Decentralization is a situation where an organization opts to put up several stores facility to serve its customers or for running its operations. In other words, a decentralized store is that type of store which receives materials for and issues them to only one department and not to the whole company. The decentralized store may be in many numbers in the company, as each department has its own such store. Purchasing and handling of materials are undertaken by each and every department separately. If the volume of material activities is large, this type of store is suitable because each and every branch has their own stores for facilitating smooth operations of their production activities. In this system all the disadvantages of centralized stores can be eliminated. 

Advantages of Decentralized Store
· Controlling and storing function can be accomplished easily.
· Delay in material handling will be eliminated

· Minimizes the chances of loss by fire

· No need of internal transportation costs
· Specific needs of individual departments can be easily fulfilled

· Saving in material handling cost
· Etc (including all the disadvantages of centralized stores)

Disadvantages of Decentralized Stores

· Higher cost of supervision

· More space is required for individual departments

· Higher amount of investment is required

· More time for stock taking and taking
· Higher cost of staff and stationary

· Improved technique is less possible for controlling of materials
Guiding Questions

1a).  What do you meant by store and store keeping? 

b.  Explain the purpose of storekeeping. 

c.  What are the important functions of storekeeper? 

2a).  You have been assigned the task of presenting a paper to the Board of Directors on the benefits of closing small sub-stores in most parts of Uganda and establishing one major warehouse in Kampala.

b.   What are the disadvantages of closing such small sub stores in different parts of Uganda? 
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