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Abstract

This interview seeks to reframe the traditional perspective on organisations.
Verna Allee’s work gives meaning to how the networked organisation can be
understood in a very practical way. She changes the lens from hierarchy to
network, from process to people, from structure to relationship. Her innovative
thinking strips away traditional business thinking to reveal the new patterns of
management practice essential for success in a more complex and dynamic
business environment. With her systems diagramming tools, which map
knowledge exchanges in the context of relationships, she provides a profound
understanding of how value is created in organisations. Her approach
demonstrates how and why making visible the intangible dimensions of
relationships and knowledge exchanges significantly contributes to value
creation and business self-organisation.
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Verna Allee (verna@vernaallee.com) is President and Founder of Verna
Allee Associates. Internationally recognised as a thought leader and author
in value networks, knowledge, and intangibles, she has consulted with
Motorola, Eli Lilly, HP, Sun Microsystems, PeopleSoft, Chubb & Sun,
Samtel, American Express India, Clarica, and AT&T, and contributés to a
variety of research initiatives. Verna is also a fellow of the World Business
Academy and an advisor to the European Commission.

AS: What is the essence of your work?

VA: The essence of my work is trying to make the invisible and
unappreciated more visible and more appreciated. The relevant skill that I
am trying to foster in people is the ability to see new patterns and
pathways, to see systemically, to see dynamic relationships, to operate
from more organic principles than mechanistic. Organisations desperately
need systems thinking. A lot of people confirm that, but people really
don’t have the tools and have not developed the necessary skills.

So even if we bring people to where they are asking new questions, such
as redefining the role of business in society, as long as they continue to rely
on the traditional financial statements and process engineering tools,
nothing really changes. My work is about helping people develop the
toolsets that will allow us to operate from this other kind of systemic
understanding.

AS: When did you begin to introduce these tools into your work?

VA: In 1997, I was working on a project with Don Tapscott and his group
looking at the emergence of e-commerce. My first book, The Knowledge
Evolution had just been published and we were trying to understand how
knowledge contributes to these e-commerce businesses. I tried to apply
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business activity mapping techniques I had developed
about 1993 to see if they would work with knowledge and
intangibles. Might it be possible to map those types of
interactions and understand how they work in relation-
ship to business transactions? Surprisingly, I noticed that
there is indeed a transactional dynamic to knowledge and
intangibles, so we began mapping the mission-critical
knowledge exchanges within the organisation. This is a
way to look at those two different types of exchanges
together, so that we can understand not just the business
transactions and activities but also the way knowledge
and other intangible exchanges work around the business
activities. Since then we have used it for everyday
business issues, project development, business web, and
stakeholder strategies, and now we are using it to try to
better understand global action networks.

AS: Networks, by definition, don’t have a hierarchy.
Does not the network metaphor introduced in organisa-
tions imply that hierarchy is irrelevant?

VA: This view does challenge hierarchy, although
leadership and accountability are still critical elements —
they just work differently perhaps. I believe that business
has always worked as networks. Hierarchy is mainly
rooted in an idea that we impose on organisations about
structure and bureaucracy. This idea is then reflected in
organisational charts. But those charts don’t say anything
about how the work gets done; they are about formal
reporting relationships. When you ask most business
people nowadays to describe their business model, they
usually draw either an organisational chart or a flow chart
of the value chain, but both of these views are very
limited. They don’t show dynamic relationships and
interdependencies. The network perspective helps to
understand what really happens.

If we drop our old ideas about what a company is and
simply notice the different kind of exchanges that take
place between people, then one discovers a dynamic web
of transactional relationships where boundaries are
completely arbitrary. I no longer look at the company
in the traditional way, which typically is defined by size,
the number of employees, or revenue. Instead, I look at
its influence, the impact the organisation has, and in
how many relationships it plays a key role. Take a
company like Amazon. They only have a few hundred
employees, and yet they handle literally millions of
relationships (with customers, with suppliers, with
partners who feature the Amazon icon on their own
website and create their own business links to Amazon).
They are the central hub in a huge value network. There
is certainly leadership and an active set of behaviours that
they have to engage in to be successful, but Amazon’s
influence is not powered by position in the traditional
sense.

AS: Your mapping method makes the intangibles and
the invisibles visible. People become aware of the
relationships and the resulting intangible exchanges
that ultimately are the organisation. Employees develop
an expanded view about their own organisation.

VA: Yes. Also it enables employees to understand which
knowledge exchanges and intangible contributions are
critical for their own success and for the organisation as a
whole. Of course, not every exchange is critical, as the
key function of many conversations in a company is to
improve and develop relationships. But it is crucial that
the exchanges and relationships which are critical are
understood and managed in a conscious way.

For example: If a company wants to automate its
invoicing and billing process, it might require that
various technicians from different departments work on
that task very closely. That would be an important
knowledge exchange. From my experience, these kinds
of mission-critical knowledge exchanges are often not visible,
not transparent to the people involved, and they
certainly are not mirrored in flowcharts or business
models. In this example, the business process flowchart
would reflect the incoming order, delivery of goods, the
invoice billing going to the customer, and the receipt
coming back to the organisation. This process view does
not acknowledge that there would have to be quite a
number of conversations about technology integration,
which might happen in an optimal case anyway, but
often no conscious emphasis or planning would be
devoted to such mission-critical activities. However,
those conversations take time and resources and how
well they are done and executed has a lot of impact on
the business.

AS: So your tool not only makes the invisible knowledge
exchanges visible, you are also making the value of this
intangible apparent, as well as highlighting the role that
the intangibles play in creating more business value?

VA: Yes. You find that those intangibles are the ‘grease on
the wheel’ — they ultimately ensure that things are
running smoothly. If this knowledge exchange (these
conversations) did not happen, things would not be as
efficient and relationships would be much weaker.

AS: Isn‘t it all about ‘expansion’? You expand the
traditional view of the organisation with your network
perspective. You expand the visible, tangible dimensions
with the invisible, intangible dimensions.

VA: Well, there is even another expansion around how
we define value and an expanded foundation for
economics. The classical monetary exchange economy
is expanded to include the barter-based economy. We are
living in the middle of a huge barter economy that goes
on all around us that is completely ignored by econo-
mists. An economist recently said to a friend of mine, “We
already know that 60% of the European economy is an
intangibles economy...so we have to pay attention to the
other 40%!’ Yes, it is different but just because we don’t
understand it yet doesn’t mean we should just ignore it.
My approach does not make the old way of thinking completely
obsolete. But it adds some crucial dimensions which have been
neglected for the longest time. If one wants to understand
the real dynamics of value creation, then they must move
to very different assumptions about how value is really
created.
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I believe that the traditional way of looking at
organisations does not match reality. [ use a very different
kind of lens. This new lens brings value creation down to the
molecular level — the cellular level of value — which are the
exchanges that happen at the interpersonal level.

In any cconomy, of course, we are always exchanging
goods, services, and revenue — the tangibles. But when we
are really looking at how business works, we find that
there are a lot of knowledge and intangible exchanges
that happen before we ever get to the business transac-
tion. [See the value exchanges in Figure 1.] We are so used
to only focusing on the business transaction itself.
However, it is essential to acknowledge that the quality
of the knowledge and other intangible transactions do
influence to a large extent how well we are executing the
actual business transaction. What I do is like asking, ‘Will
the real business model please show up?’

[ also try to expand the traditional view of leadership,
to have not only a personal but also a social dimension.
We are all well aware that people in organisations no
longer have the time and capacity to judge and
determine everything from the top, in a typical top-
down bureaucratic way of assigning tasks. People must
be able to negotiate their own tasks. So, increasingly we have
to rely on the communication and shifting leadership
that occurs between self-organising groups within each
system.

Self-organisation in complex systems sounds like a nice
bit of jargon, but what does that really mean? For self-
organisation to happen people must have the knowledge
and information they need to make good decisions and
have the autonomy to make those decisions. They also
must have a clear, shared understanding about how the
system works and what needs to be done to be successful.
And they also need to have a shared purpose and
common values. If all those elements are there, then
self-organisation is possible. If those elements are not in
place, then people can't self-organise, no matter how
much one says that there should be self-organisation. It
won'’t happen because people don’t have the capacity.
They have not been enabled to be self-organising.
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Figure 1 Mapping the value exchanges.

AS: Back to your metaphor of the ‘lens shift’: With it
goes quite a radical shift from processes to people. Can
you elaborate on how people and relationships are
central to your perspective?

VA: Only real people can make decisions and initiate
action. Processes can't. Processes are not the active agents in
the organisation. People are. In this respect, we have heard a
lot of lip service given to how important people are, but
most organisations have not incorporated the kind of
management practices that can make it real.

AS: When your customers try to move from processes to
people, when they put relationships at the center of their
perspective, and try to map them with your methodol-
ogy, don't they need a new language for that? What
difficulties have you experienced with people trying to
express the ‘intangible’?

VA: Actually, it is not that difficult to master the
concepts. [See Figures 2 and 3 for examples of a typical
map, Figure 2 without the intangibles, and Figure 3 with
them included.] We often have to adapt the language to
the environment we are working in. We always start with
their own common business language. For example, civil
society organisations don’t use the language of tangibles
and intangibles. Sometimes they use the terms formal
exchanges and informal. Some companies are more
comfortable with contractual and non-contractual. In
government, one talks about mandated and non-man-
dated. So the distinctions are not that difficult for people
to grasp once you understand how people think about
their business. The language is not as critical as being able
to understand the concept: that one set of activities is
what we have to deliver to stay employed or get paid; and
the other set is what we do anyway - where we do not get
paid for doing them directly but we do them anyway to
make our businesses successful. Those are almost always
intangible exchanges of knowledge and other benefits or
courtesies that we extend to each other.

AS: When you offer people this new perspective, what
are the issues that people connect least with? Where are
the biggest hindrances in understanding or in adapting
this perspective?

VA: T have actually found it amazingly simple to
facilitate a group through the mapping process, although
people might react differently depending on their
learning styles. Some people find the diagrams more
confusing than helpful, other people love them. On the
other side of the analysis, some people find the tables for
cost/benefit and value creation tedious and other people
really go to town with them. It is designed to support
both types of comfort zones. It is almost comical to watch
different groups gravitate to the different aspects of the
methodology.

People who want to use the methodology can easily
learn it through a web-based toolkit, online courses, or
a two-day workshop. And when working with orga-
nisations, I also don’t really get into the intellectual
framework of the methodology. So 1 won’t speak the
more technical language of ‘living systems theory’,
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Figure 2 A HoloMap diagram showing traditional (tangible) business transactions only.

‘ CISCO VALUE NETWORK

- Product
=~ = -/ MANUFACTURERS/
P e \ ASSEMBLERS
PR :
R i
PN
@ oy T PR
o % % &
. s Y 2 ¢
o s y o % % ‘QS‘*Q
. ) "
;59 ’ o o . By % O
$ l & Lear % %, !
$ v e Leming Now Bugings, o % K3 /.
§ I 7 _Strategic = /
§ - - 9i¢ Knoweq ~ ;
& \Af o Money for paad®s N . $ -
/ DISTRIBUTORS ) - : T
! N =9 custLoyalty— — —
- N~ Product Knowledge - .-Usagg l((jnow\edge ~ T
! // S ™ - System Design inpy roers : CHANNELS
S | \\ Planning Knowtedge™ ~ ~- Commissions g
8 ¢ ) 0~ =5, TUsage Knowiedge
£ /a g &
Fos 2 o
$§2 o 8 N i $ o 1!
bs .
\ *EE 5 ¥ & ‘& gy
£OF8 “ e X s FF g,
\ £ 5 s &0 @ £ L5114
\ & : & / S 5 SO oZ
& a g oF &8 §ao %3
’ 4 T O y 5 5.8 8%
27 & 25 $5 B8
A g P
- [ g9 @8
8 N
Yav A

STRATEGIC

PARTNERS STANDARDS

GROUPS

Figure 3 A HoloMap diagram showing both tangible and intangible exchanges.
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