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Abstract

This paper empirically investigates how the level of authority delegation is related to
the performance of an organization. Decentralized, horizontal organizational structure
takes advantage of more efficient decision making, mainly due to more efficient use of
”soft” information. The cost of such decentralization is the loss of control and the need
to properly incentivise agents who are legitimately given the authority to make decisions.
This is the trade-off organization faces when deciding on the level of authority delegation.

The effect of authority delegation is studied using empirical data from the banking
sector. Different specifications were used to estimate the effect of authority delegation
on performance characteristics. Estimates demonstrate that more authority delegated
has a positive effect on quantitative measures of bank performance; however, it decreases
the quality of decisions taken. Results demonstrate that there is a trade-off between the
quantitative and qualitative performance characteristics. While the local bank branch is
able to increase loan generation when more authority is delegated to it, there is also some
evidence of loan quality deterioration.

Abstrakt

Toto pojednani empiricky zkouma4, jak delegovani pravomoci souvisi s vykonem organi-
zace. Decentralizovand, horizontalni organizacni struktura vyuziva efektivnéjsi rozhodovani,
zejména diky u¢innéjsimu vyuzivani ”mékkych” informaci. Cenou za takovouto decentral-
izaci je ztrata kontroly a potfeba nabidnout spravné pobidky zdstupctum, ktefi dostdvaji
legitimni opravnéni ¢init rozhodnuti. Toto je kompromis, ktery organizace musi délat pti
rozhodovani na trovni delegovanych pravomoci.

Dopad delegovani pravomoci je studovan na zakladé empirickych dat z bankovniho
sektoru. Byly pouzity ruzné specifikace za 1¢elem posouzeni t¢inku delegovani pravomoci
na charakteristiku vykonu. Odhady ukazuji, ze vice delegovanych pravomoci ma pozitivni
vliv na kvantitativni vykon banky, avSak snizuje kvalitu u¢inénych rozhodnuti. Vysledky
ukazuji, ze dochazi ke kompromisu mezi kvantitativnimi a kvalitativnimi charakteristikami
vykonu. Zatimco mistni pobocka banky je schopna zvysit pocet generovanych pujcek,
pokud k tomu bude mit vice delegované pravomoci, existuji rovnéz urcité diukazy o zhorgené
kvalité takovychto pujcek.
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