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Introduction 
In this paper I will try to apply the theory of the Adaptive Cycle to 

the Dutch Tax and Customs Association (DTCA). This is one of 

the most recent examples of companies that went through major 

changes that I know of, since we handled this case in the 

Business-IT Alignment course.  

In the BITA course, we mainly studied the implemented solution 

of horizontal monitoring, an implementation that meant a lot of 

internal changes. We did not focus much on the process before the 

implementation, the reasons for the need of change or alternative 

solutions. In the next sections I will try to fill this gap using the 

Adaptive Cycle theory. The theory will be explained briefly, 

explaining only the four quadrants, without elaborating on the 

underlying theories or the change processes between the 

quadrants. 

Note: While the DTCA also handles customs, benefits and income 

registry, I will only focus on the handling of taxes for the sake of 

feasibility. 

The Adaptive Cycle 
The adaptive cycle describes four states in which an organization 

could be categorized at a certain point in time: 

Equilibrium – The strategy and goals are clear and need not be 

changed. 

Crisis – The equilibrium state is disturbed by external factors or 

unforeseen events. Goals can no longer be met and the current 

business model is no longer profitable. 

New combinations – In order to reach the equilibrium again (if an 

organization wants to make profit or achieve its objectives), it has 

to come up with alternatives to the current business model. 

Entrepreneurship – The organization has to choose one of the 

alternatives it has come up with to pursue. 

The model is depicted in Figure 1. 

 

Figure 1. The Adaptive Cycle derived from [1] and [2] 

1. Equilibrium 
I will start with the equilibrium state, which is where the DTCA 

probably once was. Whether the DTCA has ever been in such a 

state might be enough thinking material for an additional paper, 

but for now I will assume this was once the case.  

This could, for example, have been before the mass introduction  

of personal computers and the World Wide Web. Taxes were 

filled in on paper forms and processed manually by DTCA 

employees. While this was very time- and resource-consuming, 

there were no better alternatives available. 

2. Crisis 
This all changed with the initial developments in the field of 

information technology, mainly with the rise of the personal 

computer and the internet. 

While computational machines other than the personal computer 

were certainly useful internally, the personal computer brought 

forth possibilities to the client-side of tax paying processes. 

This development meant that people were using personal 

computers in their homes and at their jobs more and more, while 

their tax handling was still done using the paper forms. 

Individuals might have been expecting a more efficient way of 

‘doing their taxes’, with all the technological developments taking 

place. 

Arendsen confirmed this [3]. According to Arendsen, the 

following issues were the key issues for the DTCA: first, because 

of their approach of handling all tax returns one-by-one, they 

could only wait until ‘damage’ was done before they could react 

to that failure. This resulted in the organization of business 

activities around failures rather than opportunities for 

intervention.  

Secondly, the DTCA received negative feedback from large 

companies and tax advisors complaining about: 1) the length of 

procedures, 2) an ‘us-them mentality’ and 3) a lack of contact.  

Thirdly, there was an increasing amount of juridification, and 

fourthly, the DTCA continuously had a (two-three year) backlog 

in tax returns. 

3. New combinations 
To solve these key problems, changes had to be made. This is 

where it becomes interesting, because the DTCA operates in an 

environment that differs from the majority of organizations. 

3.1 Considerations 
For starters, their staff counts over 29,000 employees. This means 

that the changes that are at hand will affect thousands of 

employees. Practical implications for the staff could vary from 

large reeducation programs to the firing of a large numbers of 

employees or the hiring of new (specialized) staff members. 

Secondly, the DTCA handles the tax processes of a whole nation, 

containing millions of tax paying individuals and organizations. 



Decisions will therefore have implications for all these people and 

organizations. Thirdly, tax paying relies heavily on tax laws and 

regulations, which change whenever politicians decide to do so. 

The DTCA has to implement new tax laws, change the current 

ones or remove them as a whole. 

The abovementioned aspects are all to be taken into consideration 

when deciding on the future path of the DTCA’s approach to tax 

handling. 

3.2 The options 
Since computers became such an ordinary thing in daily life, the 

DTCA should digitalize along with ‘the rest of the world’. 

Because of this ‘IT-revolution’, this could be the perfect time for 

the DTCA to work on the issues mentioned above. IT could 

become a solution to automate processes, resulting in less manual 

processing, shorter length of procedures and a reduced backlog of 

tax returns. IT could also be used to prevent failure, rather than 

fixing things after the damage has been done, using it to monitor 

tax-relevant processes before the actual tax form is submitted at 

the end of a fiscal year. 

We learned that the DTCA chose for a horizontal monitoring 

principle, where intermediate parties would facilitate between the 

DTCA and SME’s (more on that in 4. Entrepreneurship).  

However, there are also alternative options which they might have 

considered. A valuable and reasonable option would have been to 

keep everything in-house and stay while staying in touch with the 

tax payers. The DTCA would therefore develop a software 

platform and provide it to tax payers, making it easier to file tax 

returns.  

This way, the DTCA could have more control over the tax paying 

process, potentially reducing the amount of wrongfully filled in 

tax forms. A downside, however, is the fact that they would be 

responsible for errors in the system, which could possible result in 

large financial losses. Taking a step back: if anything of less 

impact would go wrong, the DTCA has to identify whether their 

software is to blame or the tax payer is committing fraud. 

Trust and responsibility could therefore be major issues with this 

option, and the DTCA might have been more interested in an 

option that would give them less responsibility.  

4. Entrepreneurship 
In the end, the DTCA decided to make the fundamental change of 

traditional vertical monitoring to horizontal monitoring. 

Horizontal monitoring is aimed to spread the monitoring process 

over all aspects of the tax paying process: from the cash register in 

the grocery store to the final payment of the due taxes several 

months later. 

The main goal of the horizontal monitoring programme is to 

cooperate with taxpayers and other parties, instead of just 

checking the tax forms at the end of each fiscal year. This way, the 

DTCA hopes to ensure the quality of the tax returns and provide 

certainty for the taxpayer about his tax position.  

The key characteristics, as outlined by Rex Arendsen, are: 

- A focus on cooperation 

- A basis of mutual trust, transparency and understanding  

- Working in real time, creating certainty on the tax position 

- Solving problems in advance 

- Less audits, more proactive in contact (pre-filled tax forms) 

In practice, the programme resulted in providing large businesses 

with individual compliance agreements, while small and medium-

sized enterprises (SME’s) would benefit from the DTCA’s 

cooperation with the SME’s specific branch or their industry 

organization. 

Furthermore, the DTCA now tries to cooperate with providers of 

software and online services. Therefore, they promoted the use of 

trusted software to prevent data manipulation, gain more control 

and increase quality of the tax processes. This resulted in the 

cooperation with suppliers of cash registers. The DTCA promotes 

‘trusted’ cash registers for SME’s, aiming to make bookkeeping 

easier and fraud more difficult. 

While this is an attempt to the alternative option mentioned in 

section 3.2, it does not even come close, since the approach is 

limited to cash registers. Arendsen [3] did mention an cloud 

bookkeeping platform, but this was merely an idea for the future, 

and such a platform was to be developed by a third party, and not 

by the DTCA itself. 

Back to Equilibrium? 
Having moved through all quadrants of the Adaptive Cycle, the 

question is what the current state of the DTCA is. Are they still 

implementing their decided option in the Entrepreneurship-

quadrant or have they already reached an equilibrium state using 

horizontal monitoring? 

This might be hard to judge as an outsider, but I believe the 

DTCA is still in the process of implementing their decided 

solution. Horizontal monitoring is a broad subject and therefore it 

will take time to implement it up to a decent level, where not only 

SME’s with cash registers could benefit, but rather all of tax 

paying Holland. 

Discussion  
While trying to apply the Adaptive Cycle to the DTCA case, it 

became clear to me this was harder than it looked beforehand. The 

model did prove to be perfectly able to describe the processes an 

organization undergoes when changing their way of doing 

business fundamentally, but the specifics of some states, e.g. New 

combinations and Entrepreneurship are hard to determine from an 

external perspective. Internally, however, the DTCA could use the 

Adaptive Cycle to evaluate their past and current actions, and 

decide on future ones, since they are able to fill in all the details. 
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