Tradeoff is an act of balancing desirable but incompatibly featured factors that are not attainable at the same time. It forgoes desirable outcomes in exchange for maximizing the gains or effectiveness under given circumstances. Centrally located facility ensures timely and effective decision making, ensuring standardization of procedure sand systems hence consistency and smooth running of a firm. Evaluation of performance, easy access of resources and integration of activities is easily facilitated unlike in dispersed units of a firm that take long in implementation of new policies.  Larger investment incentives and economies of scale are gained and ease of coordination between various sectors in the firm. However with centralization there are tradeoffs such as distribution costs of the end product. A firm’s innovation incentives are affected and industry employment (Brainard, 1993).

Decision on centralization is determined by stakeholders and the management. Consumer needs, market dynamics and tax incentives should be considered, as they affect the overall profitability of the firm (Prado-Lorenzo J. M., &Garcia-Sanchez 2010). Currently, general equilibrium model based on multiple units operation is developed. From economies of the existing joint input where productivity in each facility is considered independent of other facilities maintained by the firm. Hence the firm offers world class technical efficiency by eliminating duplication that occurs with dispersed facilities. Technical efficiency is at the expense of increased market power, there’s need to consider full determinants of host, home country and world welfare (Brainard, 1993). Coca cola is renowned for applying trade-off theory of capital structure by using bond and stock information available in the market to increase financial leverage at various debt levels. This was achieved in quest for optimal capital structure.
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