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This case study will provide insight on the workings of the adaptive cycle model in 
a real organization. It will evaluate the implementation of the adaptive cycle in the 

organization, and it will identify the phase of the cycle the organization is currently in 
or moving towards. Furthermore, a critical review on the implementation of the 
adaptive cycle in the organization and possible improvements will be provided.

The Adaptive Cycle
In order to evaluate the implementation of the adaptive cycle, first the criteria on which to 

evaluate must be identified. The adaptive cycle knows four stages, which will need to be 
identified in the (history of) the organization in order to establish whether or not the 
organization is actually going through the phases of the adaptive cycle.

Accordingly, the phases will be reviewed closer in the context of the organization and a 
brief description on the actions that were taken by the organization in order to move from 
phase to phase, and thus in line with the adaptive cycle, will be made.

Vestia and its downfall
In the Netherlands, Vestia [1][2] was until recently one of the major housing corporations. 

Twenty years ago (in the 90s), Erik Staal started the company at a time that the Dutch 
government started giving housing corporations more freedom. They were allowed to 
compete, and therefore started behaving as private companies. For Vestia, this resulted in a 
rapid expansion of the company’s market from social housing in one location to housing in 
different cities (Den Haag, Rotterdam) and social utilities in shopping malls. The company 
soon held two separate project development departments and grew very rapidly.

From the outside everything seemed to be fine, while the company was actually taking 
huge financial risks. As is common under housing corporations, Vestia invested much money 
in new building projects, and therefore loaned money from banks. In order to fix the interest 
rates of the banks, Vestia started investing in derivates. At a certain moment Vestia had 
invested so much in derivates that the derivates were worth more than the liquid means of 
Vestia. When the financial market collapsed in 2008, Vestia started to get in trouble when 
banks demanded extra deposits for their derivates. Vestia started making its derivates less 
sensitive in 2009. In 2010 however, when the market seemed to stabilize again, Vestia 
increased the nominal position of its derivates with more than 86%. Vestia commissioned 
derivates to cover its interest risks, but failed to recognize its liquidity risks.




Adaptive Cycle Phases in the Organization

The brief history of the company described above obviously shows the development of a 
major crisis. While shortly before the crisis, the company appeared to be in a healthy 
equilibrium phase and was rapidly expanding. Although the company appeared to have 
survived the initial transition to the crisis phase, it failed to move on to a new approach (the 
combinations phase) and get itself out of the crisis. Instead, it took huge risks by desperately 
trying to get back from the crisis into the equilibrium. Vestia continued on their old approach 
and closed even more derivates, significantly increasing their financial risks even more. 
When the efforts of trying to get back from the crisis into the equilibrium phase failed, the 
crisis that they found themselves in the second time was impossible to oversee.

As a result, other corporations had to step in and save Vestia in order to prevent it from 
going bankrupt. Many of these events confirm that Vestia is not going through the adaptive 
cycle of change. Its behavior points towards struggling to get back from the crisis phase into 
the equilibrium phase, not accepting the fact that new combinations and entrepreneurship 
are requirements for a company to be able to survive a crisis. Since Vestia did not invest time 
and resources in finding new solutions, it nearly went bankrupt.
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Figure 1: Adaptive Cycle of change
Vestia did not recognize the situation it was in, in the context of the adaptive cycle of 

change, which caused the company to oversee the fact that it needed to create a new 
environment for itself in which it could come up with creative solutions to the crisis. 



Conclusion
Clearly the adaptive cycle of change was not used as a guideline by Vestia. Its actions 

suggest that it did not recognize the phase of creating new combinations as the means of 
getting itself out of the crisis situation it was facing due to the issues in the financial market.

Although it looks like Vestia had to react fairly quick on the suddenly appearing crisis 
situation of the colapse of the financial market, it should have recognized that turning around 
and keep using the same methods, sicnificantly increasing its vulerability, was not an option.
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