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1 Introduction

The advancement of computer technology seems to be unstoppable. More sophisti-
cated developments of new hardware and software systems are presented at shorter
and shorter intervals. Simultaneously, the importance and impact of computer ap-
plications for organizations has risen tremendously. Thus, a corporation’s efficient
_usage of computer technology has become a measure of its competitive edge. In
order to stay abreast with competitors, many companies and organizations strategi-
cally incorporate the use of computer systems on a corporate or operational level.
Apart from the large variety of hardware and software systems that are available,
two main setups can be distinguished: centralized systems and distributed systems."

The objective of this paper is to characterize these two system configurations,
before indicating and evaluating factors that are important in their comparison. An
overall management perspective is adopted as a basis for the following assess-
ments. Finally, two cases will be used to illustrate the implementation of both sys-
tem setups.

2 System Characteristics

2.1 Centralized Systems

Before comparing centralized and distributed systems, it is necessary to define and
explain these terms. However, it is assumed that the reader is already broadly fam-
iliar with both concepts. Therefore, the descriptions will be rather brief and in-
tended for clarification purposes. A centralized system consists of one host con-
nected to several terminals or workstations, which depend on the host for data and
information exchange (Exhibit 1). This configuration is also called a mainframe
system. The host contains the central database that serves all connected terminals.

For a centralized system, the reliability of the network is crucial. Its architec-
ture will ideally be set up in the star topology, where all terminals have direct ac-
cess to the resources.

A centralized setup facilitates data administration since it is possible to man-
age the entire system from one office or department within the organization.

' I am indebted to David Blair, Professor of Computer and Information Systems at the University of
Michigan Business School, for helpful comments and suggestions.



