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Chapter 3

The second basic principle we need to look at is about finding the balance be-
tween centralisation and decentralisation.

• We talk about centralisation when the power, i.e., the authority to make 
decisions, is held by the leaders at the top of the hierarchy. The advantage 
of centralisation is that the top management always has a full overview 
and ensures that everything is as they prefer. The disadvantage is that the 
organization can be so large and top executives so far away from the reali-
ty that they make the wrong decisions about things that relate to issues at 
lower levels in the organization.

• We talk about decentralisation when the power to make important de-
cisions, take new initiatives, etc., is delegated to lower-level managers 
around the organization. The advantage of decentralisation is that deci-
sions are made close to where things happen, i.e., outside of the organiza-
tion’s various units, ensuring a short path between information and ac-
tion. Furthermore, it motivates and develops individuals to be allowed to 
make decisions about things that concern them. The disadvantage is that 
too much delegation can distort the overview and cause the organization 
to run out of control and that the resources are not utilised optimally.

Striking the right balance between centralisation and decentralisation is an 
ongoing process for the top management of the organization to work on. Many 
factors come into play, but there is an overall tendency for centralisation to 
increase during times of crisis and when things are going badly for the organi-
zation. Under such circumstances, top management – typically the CEO – will 
tighten the grip and demand that all important decisions be made by her or at 
least pass her desk, so that she can stop what she sees as wrong decisions. On 
the other hand, in times of prosperity, success, growth and good results, there 
is a tendency for the top management to loosen their grip and the different 
leaders at lower levels will have more say and greater powers.

The use of shared IT systems can support decentralisation and, at the same 
time ensure that top management can keep an overview.

FIGURE 3.7 Decentral-
isation and centrali-
sation. In the organi-
zation on the left, the 
power is decentralised 
to the managers of 
the divisions. In the 
organization to the 
right, the power is cen-
tralised with the CEO.

CEO

Division 
manager

Sports 
equipment

Board 
games

Computer 
games

CEO

Division 
manager

 

     
Division 
manager

Organization and people_tryk.indd   92 13-03-2020   10:21:42

FIGURE 3.7
Decentralisation and centralisation. In the organization on the left, the power is 
decentralised to the managers of the divisions. In the organization to the right, the power 
is centralised with the CEO.� © Praxis – Nyt Teknisk Forlag 2020
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