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Structure

The problem in the example is quite classic: as the organization and the demands 
of the environment grow, the need for differentiation arises. However, with in-
creased differentiation, the organization risks falling apart, sub-optimising and 
establishing ‘silos’. This causes management to lose track, and the customers do 
not experience a professional organization. The solution is, as in the example, 
to implement measures that integrate.

We are talking about two types of differentiation:

• Vertical differentiation is about how many levels there are in the orga-
nization’s hierarchy. The vertical differentiation thus determines how 
authority and responsibility are distributed within the organization. The 
higher up the organization’s hierarchy, the greater the responsibility and 
authority. An organization with little vertical differentiation is referred to 
as a flat organization. Here the chain of command is short, because there 
is a short distance from the low-level employee to the CEO at the top. Con-
versely, a high organization is characterised by great vertical differentia-
tion, and here the chain of command is long. As a general rule, the larger 
the organization, the greater the vertical differentiation.

• Horizontal differentiation is about the division of labour between differ-
ent people or organizational units, such as departments, projects, teams, 
divisions, etc. As a general rule, the more different areas the organization 
works in, the greater the horizontal differentiation.

FIGURE 3.4 Vertical 
and horizontal  
differentiation

Vertical differentiation Horizontal differentiation

Long  
chain of 

command

Short  
chain of 
command

Organization and people_tryk.indd   87 13-03-2020   10:21:42

FIGURE 3.4
Vertical and horizontal differentiation � © Praxis – Nyt Teknisk Forlag 2020

194016-1.indd   45 4/18/2020   1:44:08 PM


