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Abstract 
This case study looks at the adaptive cycle and applies it in a practical case to see how exactly 

it relates to an actual change process. For this case study, one of the most interesting and 

important (organizational/commercial) change (failure) is discussed in the shape of the “new 

Coke” case that happened at the Coca-Cola Company during the 1980’s. Before discussing 

and applying the adaptive cycle, it is first discussed and taken apart, showing the inner 

workings of the model. Focus in this case study is showing how the adaptive cycle can be 

applied, what causes the different phases and transitions in the case of the “new Coke” 

occurrence and what the current situation of the Coca-Cola company is according to the 

adaptive cycle. The case study ends by suggesting an addition to the adaptive cycle by adding 

the concept of “neutralization” at the centre of the model.  

 

1. Introduction 
In this case study the adaptive cycle of resilience (sometimes referred to as adaptive cycle of 

change) is discussed within the context of one of the most famous companies in the world: 

Coca-Cola. As the name suggests, resilience is a very important concept within this model but 

also used in different fields like psychology and strategic management: “Although the context 

of the term may change, across all of these fields the concept of resilience is closely related 

with the capability and ability of an element to return to a stable state after a disruption. 

When the notion of resilience is applied to organizations, this definition does not drastically 

change. Resilience is therefore related to both the individual and organizational responses to 

turbulence and discontinuities” (Bhamra, Dani, & Burnard, 2011). 

 

In this mini case the following research questions are discussed with the goal of investigating 

if it is possible to connect the (different phases) adaptive cycle to a practical case and one of 

the most famous change projects; “new Coke”:  

 What is the adaptive cycle and how does it work? 

 Can the adaptive cycle be applied to Coca-Cola? 

 What caused the different phases and transitions surrounding “new Coke”?  

 Which phase or transition can currently be observed at Coca-Cola? 

 Is it possible to relate all the findings to the adaptive cycle as it stands or is an 

addition needed?  

 

2. What is the adaptive cycle? 
The adaptive cycle (Gunderson, 2001; Holling, 1986) as seen in figure 1, involves the 

movement of a system through four phases: a period of rapid growth and exploitation (r); 

leading into a long phase of accumulation, monopolization, and conservation of structure, 

during which resilience tends to decline (K); a very rapid breakdown or release phase 

(creative destruction (Ω)); and, finally, a relatively short phase of renewal and reorganization 

(α) (Walker et al., 2002). 
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Figure 1: A stylized representation of the four ecosystem functions (r, K, Qf, a) and the flow of 

events among them (Holling, 2001). The arrows show the speed of the flow in the cycle. Short, 
closely spaced arrows indicate a slowly changing situation; long arrows indicate a rapidly 

changing situation. The cycle reflects changes in two properties: the y axis (the potential that is 
inherent in the accumulated resources of biomass and nutrients) and the x axis (the degree of 

connectedness among controlling variable). (Gunderson, 2001; Holling, 1986). 

 

3. Quadrants in the adaptive cycle 
In Sustainable assertiveness - The adaptive cycle of resilience (Abcouwer & Parson, 2011), 

Abcouwer et al. describe the four quadrants within the adaptive cycle, which can be seen in 

figure 2: from equilibrium, crisis, new combinations to entrepreneurship. “Starting point for 

the reasoning as presented in the adaptive cycle is that every organization goes through a 

cyclic development path that can be defined within the want/can (or objectives/means for 

fitting in more closely with Thompson) context model” (Abcouwer & Parson, 2011). 

. 

Equilibrium can be defined as a situation where “the cause/effect relationships are known. 

There is a pursuit for efficiency and preservation and improvement of the market position. 

The equilibrium should not be disturbed” (Abcouwer & Parson, 2011). In the equilibrium 

situation “It is clear which goals are pursued and how these goals will have to be realized. In 

general the customers are satisfied and there is no reason for making new strategic choices. 

There is confidence that the organization is able to cope with threat from outside using the 

currently applicable management skills, as available within the existing dominant coalition. 

In this quadrant, any improvements take place within the existing objectives and the 

prevailing business model. Market power and profitability are the goal” (Abcouwer & 

Parson, 2012).   

 

Crisis: In this quadrant, the organization is aware of the fact that disruptions can no longer be 

dealt with using the available repertoire of actions. In this respect, three crucial characteristics 

connected to the concept of crisis need to be pointed out: 

• The crisis arrives unexpectedly and was only foreseeable with hindsight 

• The crisis has a major impact on the organization / the system: everything changes 

• The crisis can only be predicted with hindsight; there were possible signs of an imminent 

crisis but these were not recognized from the prevailing logic. It was not taken into account 

(Abcouwer & Parson, 2011). 

 

New Combinations: The result of the initiated searches is that possible options have become 

available. The organization is developed into a situation where it is still not known what it 

wants; nevertheless, a number of relevant new combinations (options) have been 

developed/chosen, which the organization can investigate on feasibility (Abcouwer & Parson, 

2011). 
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Entrepreneurship: In this quadrant, one strives for a desired improvement or new 

development with much energy and focus. Fast growing/development is the device: we know 

what we want, we have a vision and objectives, we are growing fast/are scaling up and are 

improving the knowledge of cause and result. 

  

 
Figure 2: Adaptive Cycle with the four quadrants (Abcouwer & Parson, 2011). 

 

4. Adaptive cycle transitions 
Figure 2 and more specifically figure 3, show how the different quadrants are connected to 

each other and show the flow throughout the adaptive cycle: release (from equilibrium to 

crisis: from certainty to uncertainty), reorganization (from crisis to new combinations: from 

uncertainty to hopeful about the future), exploitation (from new combinations to 

entrepreneurship: from hopeful about the future to confident about the future) and lastly 

conversation (from entrepreneurship to a ‘new ‘ equilibrium”: from a confident future to a 

new stable present) (Abcouwer & Parson, 2011, 2012; Holling, 1986).  

 

 
Figure 3: Adaptive Cycle showing transitions (Abcouwer & Parson, 2012). 

 

5. The adaptive cycle and Coca-Cola 
The Coca-Cola Company is an American multinational beverage corporation and 

manufacturer, retailer and marketer of non-alcoholic beverage concentrates and syrups, 

which is headquartered in Atlanta, Georgia. The company is best known for its flagship 

product Coca-Cola, invented in 1886 by pharmacist John Stith Pemberton in Columbus, 
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Georgia. The Coca-Cola formula and brand was bought in 1889 by Asa Griggs Candler 

(December 30, 1851 - March 12, 1929), who incorporated The Coca-Cola Company in 1892. 

Besides its namesake Coca-Cola beverage, Coca-Cola currently offers more than 500 brands 

in over 200 countries or territories and serves over 1.7 billion servings each day (Wikipedia, 

2013a). 

Coca-Cola is one of the biggest and most influential companies in the world. This however 

used to be ‘the’ biggest and most influential company in the world until, for the first time in 

many years, actually dropping from first to third place in Interbrands top 100 “best global 

brands” list (Interbrand, 2013). Although interesting, this paper will not look at how this was 

caused by going through the adaptive cycle, because it is more because Apple and Google 

have risen so much. What will be discussed is one of the biggest (failed) changes in history, 

still being discussed today: Coca-Cola’s “New Coke”.  

 

Equilibrium:  

Right after the second world war Coca-Cola was at its peak of popularity, with a market share 

of 60% (About.com, 2013). Something that can be related to the popularity of the United 

States, and everything related to the United States shortly after the Second World War, but 

also by the way Coca-Cola used marketing to ‘popularize’ their brand in public. It is clear that 

Coca-Cola was in an equilibrium with no serious competitors and huge customer satisfaction.  

 

 Release 

However this equilibrium did not stay when almost out of nowhere Pepsi started to slowly 

take away market share from Coca-Cola. Where it was 60% in 1946, it was under 24% in 

1983 (Snopes.com & Mikkelson, 2011). This started however in the mid-1970s when Pepsi 

started using preferences for Pepsi in taste testes as their marketing strategy (Schindler, 

1992). “Just after World War II, the market share for The Coca-Cola Company's flagship 

beverage was 60%. By 1983, it had declined to under 24%, largely because of competition 

from Pepsi-Cola. Pepsi had begun to outsell Coke in supermarkets; Coke maintained its edge 

only through soda vending machines and fast food restaurants, Market analysts believed baby 

boomers were more likely to purchase diet drinks as they aged and remained health- and 

weight-conscious. Therefore, any future growth in the full-calorie segment had to come from 

younger drinkers, who at that time favoured Pepsi and its sweetness by even more 

overwhelming margins than the market as a whole. When Roberto Goizueta took over as 

CEO in 1980, he pointedly told employees there would be no sacred cows in how the 

company did its business, including how it formulated its drinks” (Wikipedia, 2013b). The 

quote by Roberto Goizueta is the perfect example of a Company in release or from certainty 

to uncertainty; even the previously successful products were questioned, nothing being 

“scared”.  

 

Crisis 

A crisis was born because almost out of nowhere, even though there was already a slow 

decrease in market share visible, the underestimated competitor suddenly surpassed them. 

The once market leader got pushed back to second place and still losing further market share. 

“Although publicly expressing a lack of concern about the Pepsi Challenge advertising, 

Coca-Cola's management privately was quite worried because blind taste tests by the 

company's own market research department had confirmed Pepsi's claims” (Schindler, 

1992).  

 

 Reorganization 

Obviously there needed to change something, not only was Pepsi more popular and selling 

more; it was also tasting better according to (in house) taste tests. (Schindler, 1992). Behind 

the scenes Coca-Cola was indeed working on a secret project that they saw as their “turning 

point”: “Secretly, Coke's management began researching the possibility of reformulating 

Coca-Cola to respond to the apparent changes that had occurred in consumer tastes. By 

1984, researchers had arrived at a new formula for Coke which, in blind taste tests, beat 
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Pepsi by as much as six to eight percentage points. In addition to beating Pepsi, cola drinkers 

chose this new formula over the old Coke formula by 55% to 45% in blind taste tests and 

loyal Coke drinkers chose it over the old Coke formula by 53% to 47%, In taste tests where 

the drinks were identified as "new Coke" and "old Coke," cola drinkers preferred the new 

formula over the old formula by 61 % to 39%” (Schindler, 1992). 

 

New combinations 

Everything seemed to be right about the new product; a Coke that scored higher in the blind 

taste tests (opposite of the ‘old Coke’) than Pepsi, but it was also chosen over the ‘old Coke’. 

“Well aware of the importance of the reformulation decision. Coke's management made sure 

that the taste test results were checked and corroborated in every major market in the 

country. Overall, Coke's market research on the reformulation was one of the most exhaustive 

market research projects in history; it cost $4 million and included interviews with almost 

200,000 consumers. After the decision to reformulate Coke was made, Coca-Cola chairman, 

Roberto Goizueta, termed the decision, "one of the easiest we have ever made," according to 

Hale N, Tongren in his book (Tongren, 1987). Cases in Consumer Behaviour” (Schindler, 

1992). Interesting here is the fact that they know knew what they had/can do (new Coke 

flavour), but they did not yet know if they actually wanted it; hence the extensive market 

research.  

 

 Exploitation 

Those results made Coca-Cola confident about the future, they were certain they had 

something that would put them back on top. “On April 23, 1985, Coke announced the 

reformulation with a grand flourish, staging a multicity satellite press conference in New 

York, Atlanta, Chicago, Houston, Los Angeles, and Toronto. The next day, a front-page 

article in The New York Times reported: "The Coca-Cola Company said yesterday that it had 

scrapped the formula for the world's best-selling soft drink. The recipe, concocted 99 years 

ago, has been placed in the vault at the Trust Company of Georgia Bank, never to be used 

again, said Roberto C. Goizueta, chairman of Coca-Cola. "We have a new formula for Coke," 

he added."” (Schindler, 1992). The first response from the consumer side seemed to be 

positive: “Many bottlers reported that sales of new Coke were greater than expected and. 

during the first few weeks after the new Coke introduction, the company's weekly survey of 

900 respondents showed consumers preferring new Coke over old Coke by a margin of 53% 

to 47%” (Schindler, 1992).  

 

Entrepreneurship  

It was clear that Coca-Cola knew what they were going for, they were going to try to use this 

New Coke and first positive results to gain back their dominant position. The uncertainty if 

they were actually possible to do that though quickly decreased when the first negative stories 

were heard surrounding the new Coke: “there was also intense media coverage of those 

consumers who did not like the new Coke and were angry about the change. In a number of 

cities, old Coke loyalists sponsored protest rallies and boycotts and received widespread 

media attention.”  

In June, meaning only two months after the introduction of the new Coke flavour, not the 

market position of Coca-Cola increased but the consumer dissatisfaction grew exceptionally. 

“The stream of angry letters and phone calls was becoming a flood, and weekly tracking 

surveys confirmed that consumers were becoming increasingly negative about the change. In 

a survey conducted during the first week of July only 30% of consumers interviewed reported 

preferring the new Coke to the old” (Schindler, 1992). From being certain what they could do 

in the new combinations phase (introduction the new coke flavour), they quickly asked 

themselves, being in the entrepreneur phase, if they actually could pull it off seeing the 

negative response; would they be able to regain their market share and embrace a new 

equilibrium?  
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 Conservation 

Interestingly enough this question is not simply answered with yes or no. Even though the 

following happened: “On July 10 the company announced its decision to respond to public 

pressure and bring back the old Coke formula. It would be available in the form of a product 

with the name "Coca-Cola Classic," and was intended as a flanker brand to satisfy those 

consumers who wanted the original taste as an option. The reformulated soft drink was to be 

known simply as "Coke" and would remain the flagship brand” (Schindler, 1992), meaning 

that within three months after the introduction of this new product, Coca-Cola took their loss 

and brought back the “old” Classic Coca-Cola onto the market. The first guess would be that 

this cycle therefore ended in the conservation transition (or maybe even in the entrepreneur 

phase), but that cannot be further from the truth. Something so unexpected happened that it 

actually caused the emergence of conspiracy theories; still existing today (Oliver, 1987; 

Pendergrast, 2000; Snopes.com & Mikkelson, 2011). One would think that, by taking this 

defeat and bringing back the old Coca-Cola, Pepsi would have definitely surfaced to the top, 

meaning that this would be the deathblow for Coca-Cola. The new Coca-Cola was a 

(marketing) disaster after all, while the old Coca-Cola was already losing before the 

introduction of the new Coke.  

 

New Equilibrium  

How can it then be that the exact opposite happened; with the result of ensuring a new 

equilibrium after all. Consumers not only returned in massive numbers from the new Coke to 

the old Coke and the Coca-Cola brand in general; people that preferred Pepsi before the 

introduction of the new Coke also started to return to the ‘old’ Coca-Cola brand; previously 

abandoned by most of them. “By the end of the year, Coke Classic was substantially 

outselling both New Coke and Pepsi. Six months after the rollout, Coke's sales had increased 

at more than twice the rate of Pepsi's” (The New York Times, 1985). Later research (Oliver, 

1987), however showed that the increased was mostly caused by the new Cherry flavor, 

marking the successful expansion of Coca-Cola as an overarching brand. This has also been 

stated in the research of Schindler: “…. sales of new Coke eroded rapidly. In August, sales of 

Classic began to exceed those of new Coke, and by the end of September, Classic had a 70% 

share of the combined volume of the two products. Over the next few months, large fountain 

accounts, such as McDonald's, began switching back to the old formula. In 1986. Classic 

outsold new Coke by more than 8 to 1, despite the promotion of new Coke with over $48 

million of top-rated television advertising. Although Coke's advantage over Pepsi in the 

sugared cola category had decreased slightly compared to 1984. Coke's advantage over 

Pepsi in the overall market had increased, mostly due to the continued success of Diet Coke 

and the introduction of Cherry Coke” (Schindler, 1992). Therefore, even though it also had a 

major negative impact on Coca-Cola, it greatly enhanced Coca-Cola as a brand; defining it as 

a brand with values and believes and positioning it in a distinct way, away from Pepsi, on the 

market. One could say the positive influence it had on Coca-Cola was more than if Coca-Cola 

deliberately tried to acquire it through other means (e.g. marketing). In the late 1990s, Zyman 

(Coca-Cola marketing vice president at the time of new Coke) summed up the New Coke 

experience thus: “Yes, it infuriated the public, cost a ton of money and lasted only 77 days 

before we reintroduced Coca-Cola Classic. Still, New Coke was a success because it 

revitalized the brand and reattached the public to Coke” (Wikipedia, 2013b).  

 

6. The current location of Coca-Cola in the adaptive cycle 
As of 2013, the Coca-Cola Company offers more than 500 brands in over 200 countries, not 

counting the actual branded Coca-Cola drink itself (Wikipedia, 2013a). Although being third 

on the best global brand list this year (Interbrand, 2013), it has been at the top of Interbrands 

list from 2000 until 2012. Besides that Coca-Cola is the best-selling soft drink in most 

countries (Wikipedia, 2013a). The 2013 8-K report by the Coca-Cola company (Coca-Cola 

Company, 2013), has shown an increase in both revenue and net income over the year 2012. 

An increase in both revenue and net income in these economical difficult times, together with 

the immense portfolio, it is hard to deny that Coca-Cola is not currently in an equilibrium. 
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Getting into a transition of release and subsequent crisis are naturally always a probability. 

However when most of your competitors (with comparable drinks) are within the same parent 

company it can be questioned if Coca-Cola will ever fully go through the adaptive cycle again 

like it has done in the past. It is more plausible that the adaptive cycle, although in smaller 

form, still happens when new products are made/designed or around innovation both within 

the company as well as to the related brands and products and one cannot forget that the 

competition, like for every organization, is still a big issue and can have an impact before it is 

even noticed (like with the earlier market share Pepsi suddenly had).  

 

7. Neutralization: An addition to the adaptive cycle 
Looking back at the Coca-Cola case study, specifically surrounding the change process of the 

‘new Coke’, it is interesting to see how well the adaptive cycle can be applied and is reflected 

in a practical situation. However ‘restricting’ the flow of the adaptive cycle also causes 

limitation on other interpretations of the same adaptive cycle that, as shown in the next 

example, are not explicitly wrong.   The “new Coke” case study showed an essential moment 

around the transition of exploration. The idea that started in the new combinations quadrant 

seemed to work at first, before showing appalling issues resulting in the withdraw of this 

“new combination”. This event is shown in the ‘traditional’ adaptive cycle as being a 

combination of exploitation, entrepreneurship, conversation and ending in a new equilibrium. 

However this could also be interpreted in a different way, not following the traditional 

transitions and quadrants, although still ending in the same way. As explained previously the 

new idea got introduced in the exploration transition, started to show problems in the 

entrepreneurship phase, both at its peak and resolution in the conversation transition; causing 

a new equilibrium. However, in this specific case, would this actually be the pest way of 

describing how the change followed the adaptive cycle; from equilibrium to equilibrium? 

This resulted in looking critically at the adaptive cycle adding the concept of neutralization, 

shown as the red “N” in figure 4 below and as “Neutralization” in figure 5: the centre of the 

cycle. 

 

 
Figure 4: Neutralization in the adaptive cycle with four quadrants  

 

This ‘neutral’ point in the adaptive cycle gives a lot of possibilities for extra interpretation 

and further broadening of the adaptive cycle concept. Not only can organizations be at this 

“neutral” point and therefore can go towards al quadrants, it also makes it possible to go in 

multiple directions for example from Equilibrium tot Crisis and from Crisis directly to 

Equilibrium. For example an organization can be in an Equilibrium when suddenly a 

competitor requires to act differently (for example Samsung introduction a new phone as a 

competitor for Apple). This causes apple to go into a release transition and perhaps even a 

crisis (see figure 5). But what if something happens to either Samsung or the product? The 

product might be withdrawn, Samsung might go bankrupt before the product arrives or the 
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product might get a terrible response from the consumers. This then influences Apple which 

might return from crisis back into release or even all the way back to an equilibrium (if 

Samsung would go bankrupt). This would mean that both new combinations and 

entrepreneurship never came into act. The new flow would be from equilibrium, to release, 

via neutralization, towards crisis, back into release, via neutralization and back to equilibrium. 

Another possibility would be that Apple would go from equilibrium into release, responding 

right away with a “better product” never getting into crisis. It is still a cycle, with possibly the 

same starting and ending points, only the restrictions on how the flow ‘should be’ get taken 

away.  

 

 
Figure 5: Neutralization in the adaptive cycle with transitions  

 

Another example would be a company starting in the ‘new combinations’ quadrant (e.g. a 

virtual organization), going through a ‘crisis’ multiple times (e.g. ideas that fail, partnerships 

that fail) before actually, by first going back to a neutral point, to actually go towards 

entrepreneurship and exploit the new idea.  

Going back to the earlier “new Coke” / Coca-Cola case, with neutralization in mind, it could 

also be described in a different way. Instead of the earlier mentioned: “the idea that started in 

the new combinations quadrant, seemed to work at first, before showing terrible issues; 

resulting in the withdraw of this ‘new combination’. This event is shown in the ‘traditional’ 

adaptive cycle as being a combination of exploitation, entrepreneurship, conversation and 

ending in a new equilibrium“,  

You would still start in the new combinations quadrant; the idea of new Coke. You would 

then go through exploitation into a neutral phase (neutralization), where this new idea could 

go either way. Where the new coke idea first seemed like an idea for the entrepreneurship 

quadrant (followed by conservation), it actually started to go the wrong way really quickly. In 

the adjusted adaptive cycle this would mean that, instead of going through entrepreneurship, 

Coca-Cola actually went (back in)to crisis. There bringing back the “old coke flavour”, was 

actually the result of another transition of reorganization resulting in the old coke as a new 

combination. The resulting success could be seen in the adaptive cycle in two ways: new 

combinations, through exploration, via neutralization then either directly back into an 

equilibrium (skipping the entrepreneurship quadrant because it was a reintroduction of an old 

product), or first fully exploited in the entrepreneurship phase, before going into the transition 

of conversation and back to a new equilibrium.  

In conclusion this addition causes the flow to go into multiple and opposite directions and 

also skipping or repeating certain aspects of the adaptive cycle before reaching the new 

equilibrium. Neutralization could therefore be either seen as a fifth transition or fifth ‘phase’ 

(together with the other four quadrants).  
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8. Conclusion 
In this case study the adaptive cycle was applied to a case study discussing a change process 

at Coca-Cola. The following research questions were discussed:  

 What is the adaptive cycle and how does it work? 

 Can the adaptive cycle be applied to Coca-Cola? 

 What caused the different phases and transitions surrounding “new Coke”?  

 Which phase or transition can currently be observed at Coca-Cola? 

 Is it possible to relate all the findings to the adaptive cycle as it stands or is an 

addition needed?  

 

The adaptive cycle can be used as a model to explain change processes and 

movements:“Starting point for the reasoning as presented in the adaptive cycle is that every 

organization goes through a cyclic development path that can be defined within the want/can 

(or objectives/means for fitting in more closely with Thompson) context model”. The cycle 

consists of four quadrants (from equilibrium, crisis, new combinations to entrepreneurship) 

and four transitions (release, exploitation, reorganization and conversation (Abcouwer & 

Parson, 2011, 2012; Holling, 1986).  

This case study showed that it is possible to apply it completely to a practical case, in which 

Coca-Cola went through a complete adaptive cycle; starting from an equilibrium and also 

ending at one. It was shown that all the quadrants and transitions within the adaptive cycle 

were applicable to this specific situation. For every quadrant and transition it was discussed 

what happened during that moment but also what went prior and after that specific moment. It 

showed that the different phases in the adaptive cycle are not only influenced or as a reaction 

on change and innovation within an organization, but also as a response to either a competitor 

or the consumers/users/market. Where a competitor might push a company into a crisis, the 

customers of a company might lead it to certain new combinations or even a new equilibrium 

(as also shown in the Coca-Cola case study).  

The Coca-Cola Company is currently in an equilibrium although this might also switch to a 

neutral phase (discussed below) where they are ready to respond, act and can easily go 

towards new combinations or exploitation in the direction of entrepreneurship.  

Even though the adaptive cycle can indeed be applied in its totality towards the case, an 

addition has been suggested in the shape of neutralization. This makes it possible to show 

more possibilities in the adaptive cycle and also apply it through more situations within 

change processes. This however is an optional addition because it is possible to relate all the 

findings to the adaptive cycle as shown in the case study discussion. However adding 

neutralization as a ‘junction’ might seem to be a useful addition when applying it to other 

cases and (change) cycle.  
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