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THE TYRANNY OF
TOP DOWN
Learning To Manage Sideways.
Perhaps we needed the Global Financial Crisis
(GFC) as a wake up call to finally move on from
old ways of working and to learn to manage in a
“flatter” world. Hierarchical organisational
structures had served us well right through the
industrial age.

However for every visible contractual term
there will be a host of “unwrittens” which guide
actual business behaviour.
Governments or public service agencies are not
immune to the trends we are seeing in the
corporate world. Still fiercely hierarchical,
government agencies are struggling to now
deliver the efficient services expected of them.
The growth in the NGO sector as prime
“deliverers” of government funded services has
resulted in increased pressure on governments
to look for alternative means to funding as the
sole means of influence.

However, today when the vast majority of
people are employed in “people centred”
By stubbornly hanging on to hierarchical
structures in both their internal management
service activities, these structures are not only
limiting organisations from reaching their true
and service delivery, agencies can actually be a
constraint on progress, despite having the best
potential, but they are also no longer able to
provide the business
of intentions.
“control”
that
had
A web of both formal and
The
operating
substantially been their
environment
for
informal relationships now
raison d'être.
government agencies is
governs how business is
arguably
even
more
The GFC is a glowing
example
of
how
complex
than
the
conducted
corporate environment,
hierarchical governance
structures are no longer able to deal with the
given the political overlay and public scrutiny
increased complexity of a highly interconnected
that is ever present. Industrial age
organisational structures are a recipe for
and global market place.
obsolescence.
The prior industrial age was comparatively
simple. Firm borders were crisply defined by the
Value Network Analyst thought leader Verna
extent of the factory walls. Hierarchical control
Allee and Cognitive Edge Founder David
structures could ensure that products or
Snowden’s complexity model provides a
1
services could not leave firm borders without
graphical depiction of what is happening :
the controlled scrutiny of layers of management
and highly crafted auditing processes.
st

Wind the clock forward to the 21 century and
firm borders are no longer so crisp. The legal
entity might still exist, but the brand no longer
identifies the nature of the activities. A web of
both formal and informal relationships now
governs how business is conducted. Many of
these transactions are made visible in
contractual form.
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The complexity model identifies different
business ‘regimes’ that can exist, i.e. Complex
Un Order, Complicated Order, Chaos or Simple
Order. It also identifies the organisational
structure that is most suited to the identified
business context. The organisational structure
can be hierarchal or network-based.

The transition from ‘hierarchical’ thinking to
‘network’ thinking is no better exemplified by
John Chambers, the CEO of Cisco and the
company credited with providing the plumbing
for the Internet. In a recent interview with the
2
McKinsey Quarterly Chambers is quoted “I’m a
command and control guy. It clearly has worked
well for me. I say, turn right, 66,600 people turn
right. But that’s not the future. The future’s going
to be all around collaboration and teamwork,
with a structured process behind it”. These
structured processes are related to managing
horizontally more so than vertically.
Networks and Hierarchies

Network structures rely less on hierarchical
power and more on peer to peer influence. In
order to operate effectively in a network one
In an industrial age business could be described
must learn to “manage sideways”. Prominence
as either Simple Order or
is not dictated by position
possibly
Complicated
In order to operate effectively in but by reputation and, if
Order, where hierarchy
you like, social capital.
a network one must learn to
was both relevant and
Effectiveness is dictated
effective. An example of
“manage sideways”
not by compliance to
Simple Order might be a
prescribed rules and
typical manufacturing production line. For
regulations, but to the ability to negotiate
mechanical tasks hierarchy is the most effective
equitable value exchanges. Trust, more so than
way to manage.
compliance, becomes the key performance
indicator for success.
An example of complicated order might be say
the management of a hospital. Some tasks like
emergency services operate best under
hierarchical control, however other clinical tasks
will require a balance between management
and clinical decision making.
Today however we have moved firmly toward
the Complex Un Order. Some might even argue
that the GFC is an example of an economy in
Chaos. In these domains there is no agreed
“best practice” against which hierarchies can
effect compliance and be guaranteed of a
successful outcome. A more holistic network
centric approach is therefore required to ensure
the complex network of stakeholders can be
satisfied.
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Traditional hierarchical organisations destroy,
rather than build trust. Top down strategy, goal
propagation and executive remuneration
schemes inevitably pitch department against
department3. Where the value chains within
firms are increasingly dependent on human cooperation, more so than programmed process
flows, the prospect of trust building is grim. We
have conducted social/organisational network
2

See
http://www.mckinseyquarterly.com/McKinsey_
conversations_with_global_leaders_John_Cha
mbers_of_Cisco_2400
3
See “Departments @ War”
(http://www.optimice.com.au/documents/Depa
rtmentsatWar-final.pdf)
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analyses across many firms and organisations in
both the public and private sector over the past
decade or more.
Typically we ask our survey respondents to
identify their trusted advisors. We then create a
map of how respondents are connected. When
we find a reciprocal connection i.e. person A has
nominated person B and vice versa, we infer a
trust relationship exists.

When we map all the trusted connections that
we find we come up with what we call a
representation of the organisation’s “trust
network”. Invariably we do not find that trust
relationships exist across the traditional
hierarchy.
The example network
maps
above
show
contrast
the
trust
network results from a
selection
of
organisational types.

Now let’s consider another activity commonly
called “programmes”, which are typically rolled
out through hierarchical structures and quite
common to public service agencies. For
example, for a government agency faced with a
ministerial imperative, the typical approach is to
create a “programme” where agency staff will
be recruited into a facility which will be given
the authority (and funds) to design and execute
the programme objectives across the target
population, be they other agency staff or the
general public.
The typical approach assumes a “simple order”
regime as per the Cynefin framework shown
earlier. That is, to spend time researching “best
practice” and then to impose these practices on
the target audience and then often to establish
a compliance regime to ensure that “best
practice” is followed into the future. If the
domain area turns out to be not that “simple”
then the programme staff will have to spend
extra time trying to discover “best practice”
which in fact may not even exist!

After much researching and debating on what
should be imposed on the
target audience, further
The more centralised or
energy needs to be found
hierarchical the network is, the to install these improved
practices on an often
more limited the diffusion of
reluctant target audience.

advice and information will be

We found that when the context of the survey
was discipline based e.g. a functional discipline
like training, IT, HR, engineering etc. as
opposed to across a traditional hierarchical
structure, the trust network maps were far
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denser. It becomes apparent that trust forms
more easily along discipline lines, where formal
structure plays a lesser role, than between
operational departments, where competition
for attention is rife and trust networks are
hence quite sparse.

The programme then
comes to an end, the staff disbands to go back
to their home departments or join other
programmes. It doesn’t take long for any
evidence of the programme’s existence to
disappear completely.
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Now this might appear a very cynical view of
programme management, but it is not intended
to question the capability or good intentions of
the individuals taking part. Again by looking at
the situation with a “networks” lens, one can
see how the hierarchical approach will struggle
to deliver its intended value.
We undertook an organisational network
analysis study of a significant health authority
aimed at assessing the effectiveness of a
programme aimed at improving clinical practice
across all the regional health services and

Program
Office

breaking down the fragmented regional and
siloed approach to clinical improvements that
existed. The high profile programme was given
resources to identify clinical best practices for
promulgation across the regions. To reinforce
the importance of the initiative, the hierarchy
reallocated discretionary funding from the
regions to fund the programme, virtually
ensuring that the regions would need to rely on
the programme staff for any business
improvement initiatives. Predictably our
analysis showed that the programme staff were
centrally connected hubs in the knowledge
sharing network, effectively co-ordinating
activities between the regional silos. However,
the programme was only scheduled to run for 3
years, of which they were now at the half way
mark. When we removed the programme staff
from the network map the results were stark.
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Once the programme staff were removed, as
would happen at the end of the programme, the
environment would simply regress to the preprogramme situation i.e. no engagement
between the regions on clinical improvements.
What the agency had now realised is that at
least part of their charter had to be to facilitate
the building of relationships between the
regional services, so that these relationships
would be there to sustain the improvements the
programme office had worked so hard to
achieve.

Program
Office

In another example, this time a programme
established to engage with non government
organisations in a social improvement initiative.
The target businesses and not for profit
organisations were all potentially beneficiaries
from the programme and therefore the
attention from programme staff was generally
welcomed. Again however, because the
initiative had no clear or simple “best practice”,
it required the programme staff to be engaged
with their peers in significant interactions to
work out just what should or could be delivered.
The good news is that the programme staff
became a tight knit unit and like the health
agency, was often sought after by field staff and
the target organisations. In this case however
the target audience was widely distributed and
therefore diffusing advice and information to
the periphery of the network from a centrally
managed resource was bound to be limited.
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The map below shows that the programme
staff (white nodes) are indeed central to the
network. The larger the size of the node the
more inward connections they have. Network
analysis showed that if we relied on programme
staff as the sole source of information or advice
and assumed that the dissemination of advice
and/or information would be ineffective beyond

4

The Hargraves Institute is a not for profit
professional society that attracts organisation
level membership from those looking to
improve their innovation performance. Like
most professional organisations, they serve
their membership through organising events
and meetings and the dissemination of leading
practice information.

Programme Office

two jumps i.e. if I tell Sue and Sue tells Bill the
message would be ineffective beyond Bill, a
message sourced from the programme office
would only reach 35% of the network. In other
words, the more centralised or hierarchical the
network is, the more limited the diffusion of
advice and information will be.
In this case a more decentralised programme
office would be more effective at disseminating
information. However the very fact that the
programme office staff needed to spend much
of their time formulating the nature and
content of the programme, means that the
above situation will arise.
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Hargraves are not a top down bureaucratic
organisation, in fact quite the opposite.
However the way they aimed to serve their
membership was not dissimilar to the
programme office example described earlier.
Ever looking for ways to better serve their
membership, Hargraves decided to work with
Optimice to develop a Partnership Scorecard
5
(PSC) as a means for monitoring the value they
were providing to their membership.

4

http://www.managedinnovation.com/hargraves
-institute
5
See
http://www.optimice.com.au/documents/ThePa
rtnershipScorecard.pdf
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The first step in developing a PSC is to analyse
the value exchange network that exists
between Hargraves and its membership. The
PSC process calls for each role within the
partnership to brainstorm both tangible and
6
intangible value contributions that you both
deliver and receive from other roles.
Value exchange is examined when the roles
come together to assess the difference between
perception and reality. To Hargraves surprise
the members nominated that the most value
they achieved from their partnership with
Hargraves was being able to connect with other
members. In other words, it wasn’t the “top
down” push of best practice information that
attracted the membership to Hargraves, but the
opportunity provided by them to connect to
peers with the same interests and challenges.
The “Tyranny of the top down” is not just about
bureaucratic organisational structures. It can
simply be about operating in a hierarchical way.

help explain what we are seeing. Systems
thinking aims to analyse problems within an
overall framework of interacting sub systems.
The scenario shows the centralised resource or
programme office will have a positive effect
initially, as was experienced in both of the
above case studies. However, eventually they
become victims of their own success. The
increasing demand stretches the limited
resources. This overloading will eventually lead
to a drop in performance. And of course when
the programme has run its course and the
members disband, the service disappears
completely. Unless the programme has devoted
time and resources to post programme
sustainability, which in most cases means
sustainable relationships amongst the target
organisations, then the opportunity for
achieving a positive and sustainable change will
have been missed.

Performance

Unfortunately those programmes locked into a
“compliance to
Over time stretched resources results in
Central resources are finite and
Thinking
disenchantment and a plateau or even
therefore limited
best practice”
loss of performance
Limited finite
Systemically
mode
of
resource
Programme established and has
immediate impact
thinking
will
The above cases
leave
as
a
are not unique,
legacy
a
and one can think
Programme
Performance
Increased
compliance
Resources
Measured
Demand on
systemically about
Applied
Resources
system which
what is going on
will founder at
here in order to
the first sign of
Early positive results reinforce
Early success results in increased
search
for
programme approach
demand on central resources
an
endorsed
resolutions.
Programme reach limited by reliance
process starting
on a limited central resource
Drawing from the
to fail. And this
field
of
is inevitable in a
organisational
Overloading of central resources being
spread too thin can result in a collapse
complex
in overall performance
learning
and
business
7
Time
systems thinking
environment.
we can identify the organisational archetype
known as the “Tragedy of the Commons” to
So what can we do to counter the “Tyranny of
6

See Value Network Analysis
http://www.openvaluenetworks.com/
7
See Peter M. Senge (1990) The Fifth Discipline The Art & Practice of The Learning Organization.
(Currency Doubleday)
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Top-Down”?
The simple answer is to learn to manage
sideways! Sounds a lot simpler than it is, but in
this section we will synthesise our advice into
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“Company of One” with a market that
transcends the formal organisational
boundaries. To thrive you don’t want your
market limited to your vertical reporting
line.

Ten Steps for learning to manage sideways and
therefore avoiding the tyranny of “Top-Down”.
Underpinning the 10 steps is the need to
“unlearn” what you have learnt from operating
in top down hierarchies.
1.

Don’t ask for permission to engage with
peers in other divisions. Just do it (and
ask for forgiveness later if need be)

4.

Work out whether you are a broker or a
bonder and work to master the art.

The two most dominant roles identified in
organisational network science are the
By continually seeking the boss’s approval
central connector and the broker. The
you are not only reinforcing an inefficient
central connector is most sought after for
bureaucracy by overloading it, but losing
the value they provide and can often act to
the opportunity to develop interaction and
“bond” communities around their areas of
influencing skills that are now in great
expertise. In this
demand. Be
way they can
careful
continue to help
Individual Professionals
however. Do
build
the
your research
capability of the
well, before
whole group. The
Support Staff
you
make
broker sits across
(formerly Line Managers)
that
cross
communities.
divisional
CEO
They have a high
contact. The
tolerance
for
reason why
ambiguity but are usually at the forefront
your boss may not trust you with these
in the implementation of new ideas or
interactions is that he or she is worried
innovations. Most people sit between the
about the damage you could do to his or
broker and the bonder and some can
her reputation in the organisation.
successfully switch. It is important
however to appreciate the value of these
If you have staff reporting to you,
roles in successfully managing sideways.
encourage them to be accountable for
their own cross divisional interactions.
5. Think
“Value
Be an advisor and coach, not an
Exchange” in all of
approver.
your interactions
(both
horizontal
As organisations get flatter the load on
and vertical)
line
management
can
become
overbearing. It is actually more fun to
Managing sideways
“lead” than “manage”, so acting as a coach
requires one to build
and mentor to your staff is likely to be
trust.
Reciprocity
much more fulfilling than being an
and fair exchange
approval stamp or dispute referee.
are
the
cornerstones
of
Think about the most distinctive value
trust building. We
that you bring to your organisation and
do
not
believe
“master-slave”
then focus and build your reputation
relationships, be they boss-worker or
around it.
customer-supplier, can ever achieve a
satisfactory level of trust. That said, in day
In our busy work lives we can often lose
to day interactions you will regularly find
sight of what distinctive value we
yourself in either a dominant or
contribute. Think of yourself as a
subservient position. It is important for





2.

3.
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you to strive for equitably negotiated value
exchanges, no matter which position you
currently hold, if you are to achieve the
trust levels needed to thrive in a
networked
business
environment.
6.

For your next organisational re-structure
think about inverting it.

intangible interactions that will dictate
what constitutes value in the eyes of each
party. Surfacing these intangibles is a
necessary part of building a trustful
9
partnership .
8.

One sure way of challenging “Top-Down”
thinking is to turn the organisation chart
upside down. What would happen if the
front line staff
were now at
the top and
the CEO and
line
management
were taking
direction
from those in
face to face
contact with
the
customers?

Today’s customers will only be your
partners if there is an equitable value
exchange.
We often now hear companies stating that
they want their customer to treat them as
partners and that the
relationship is the
foundation for future
sales.
Today
customers
are
shopping for value
more
so
than
products10.
Your
value
to
your
customer cannot be
identified by you any
more than they can
understand
what
value means to
yourself.

Whether such
a
radical
change
is
actually implemented, just thinking about
it will put the pressure on line
management to think critically about the
true value that they are adding to the
organisation.8

Engage
in
conversations with your clients and
suppliers to share each others perceptions
of value as a basis for negotiating an
equitable value exchange.
11

7.

Value Network Analysis (VNA) is a
business modeling technique designed to
assist with articulating and then
negotiating value flows between roles in a
partnership. Value is defined as both
tangible (hard lines) and intangible
(dashed lines) deliverables between roles.

Think beyond the contract. Only a
fraction of what constitutes a profitable
partnership can effectively be captured
in contractual terms.
Contracts form the baseline agreement of
the terms of a business transaction
between two parties. Necessarily it can
only contain enforceable, tangible terms.
For anything but simple commodity
transactions there will be a rich suite of

8

The inverted organisation was developed as a
response to the growth in service businesses.
See Quinn, B., Anderson, P. and Finkelstein, S.
(1996) “Managing Professional Intellect: Making
the Most of the Best”, Harvard Business Review,
March-April.
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For more on this topic see
http://www.optimice.com.au/documents/SignH
ere.pdf
10
See Rackham N. and DeVincentis, “Creating
Real Value for Customers”
http://img.en25.com/Web/Huthwaite/Creating_
Real_Value_Customers.pdf
11
See http://www.openvaluenetworks.com/ and
http://www.partnershipscorecard.com/
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9.

Look Beyond the First Degree.
Whether you are the client or the supplier,
it is a trap to believe that transactions with
your customer or supplier are not
impacted by second order effects like your
customers
relationships
with
other
suppliers or that
your supplier is
only influenced
by your demands
on them. Today’s
market place is a
true
highly
connected and
interdependent
12
network . You
need
to
understand the
broader ecology
of your market if you wish to avoid being
caught out by a rapid, but unseen industry
change.

10. Create your Business Vision through the
Lens of the Network.
Vision statements are rightly inspirational
yet typically very top down in their nature.
“We want to be the best …. etc.”. In other
words we aim to place ourselves at the top
of the pile with other organisations trailing
in our wake. The vision statement is
typically crafted by senior executive and
cascaded downward to energise the
masses.
By looking through the lens of the network we
start to realise that we no longer have total
control of the resources we use in our business.
There is often no single point of arbitration on
disputes. It is no longer about being top of the
pile, but being the most influential inside the
pile. Visions can no longer be met through
comprehensive strategic plans being cascaded
down the hierarchy as operational imperatives.

Looking through the lens of the network we can
see that adaptability, reputation and being easy
to work with become the new critical success
factors.
Summary
We may be moving
from an industrial age
to knowledge and
information age but
the hierarchical top
down structures and
thinking are proving
stubbornly resilient to
change. Our business
environments
have
clearly moved into a
level of complexity that
is defying out dated
industrial age solutions.
The Global Financial Crisis is an example of the
network effect at its damaging worst. It’s not
surprising that industrial age governance
structures and thinking failed to see it coming.
In this paper we have use a number of case
studies to demonstrate the limitations of TopDown management thinking. The limitations
identified are not one off occurrences, but are
being systematically repeated.
We propose a significant change is required in
our thinking from “Top-Down” to “Sideways”
management and from “hierarchies” to
“networks”. To help with this transition we have
proposed ten steps to take to kick start your
learning to managing sideways.

It is no longer about being top of
the pile, but being the most
influential inside the pile

12

For more on the networked marketplace see
http://www.visualmarkets.com.au/
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