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Value Networks Defined 
 
A value network is a web of relationships that generates economic value and other  
benefits through complex dynamic exchanges between two or more individuals, groups  
or organizations. Any organization or group of organizations engaged in both tangible  
and intangible exchanges can be viewed as a value network, whether private industry, government or 
public sector. 
 
The key business question in the knowledge economy is, “How is value created?” The traditional answer to 
that question is –  “through the value chain.” The value chain model, however, is a linear mechanistic model of 
business that is based on the industrial age production line. Such a mechanistic model is simply inadequate to 
understand the complexities of value in the knowledge economy. 
 
Further, most approaches to analyzing business relationships have not taken into account the role of 
knowledge and intangible value exchange as the foundation for the emerging networked enterprise. Even with 
the widespread interest in the knowledge economy, intellectual capital and intangibles, these generally have 
not found their way into our business models. As a result, efforts to understand value networks often confuse 
rather than help. However, the key to creating successful business models for the knowledge economy lies in 
understanding the dynamics of value networks. 
  
Two primary types of value: 
 
Value networks trade in two primary types of currencies or mediums of exchange. When we look at business 
relationships both internally in an organization and with external business partners we can see a variety of 
currency exchanges taking place. 
 
1.  Tangible value exchanges - involve all exchanges of goods, services or revenue, including all 
transactions involving contracts and invoices, return receipt of orders, request for proposals, confirmations or 
payment. Knowledge products or services that generate revenue or are expected as part of service (such as 
reports or package inserts) are part of the tangible value flow of goods, services and revenue. 
 
2.   Intangible value exchanges - include two primary subcategories: Knowledge and Benefits. 
 
Intangible knowledge exchanges include strategic information, planning knowledge, process knowledge, 
technical know-how, collaborative design, policy development, etc., which flow around and support the core 
product and service value chain. 
 
Intangible benefits are advantages or favors that can be offered from one person to another. Examples might 
be offering to provide political support to someone. Or a research organization might ask someone to 
volunteer their time and expertise to a project in exchange for an intangible benefit of prestige by affiliation. 
These are intangible “products” that can be exchanged, as indeed people can and do “trade favors” to build 
relationships. 
 
 
 
 
 
 



 
It’s all about relationships 
 
The goal of a value network is to generate economic success or other value (benefits) for its participants. 
People participate in a value network by converting their expertise and knowledge into tangible and intangible 
deliverables that have value for other members of the network. In a successful value network every actor or 
participant contributes and receives value in ways that sustain both their own success and the success of the 
value network as a whole. Where this is not true participants withdraw or are expelled, or the whole system 
becomes unstable and may collapse or reconfigure. 
 
Traditionally we have only focused on the tangible business transactions when we look at an enterprise. 
Today we are appreciating that intangibles such as knowledge and benefits are real deliverables that help 
build healthy and prosperous business relationships. 
 
How to work with value networks 
  
Insights can be gained into value networks by analyzing: 1) the patterns of exchange, 2) the impact of value 
transactions, exchanges and flows, 3) the dynamics of creating and leveraging value. 
 
Below is a sample diagram showing key exchanges and interactions between a pharmaceutical company and 
external stakeholders. 

 
 
Verna Allee’s ValueNet Works™ Analysis, using the innovative HoloMapping™ method is a proven 
methodology for analyzing the dynamics of value at the operational, tactical, strategic and even 
macroeconomic level. 


