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Network science is approaching its golden age. Companies know they need to
be more flexible and innovative to compete, but many don’t know how or what
to change in order to get there. Organizational network analysis—the study of
formal and informal relationships and information flows—has been around
for many years, but some business leaders are just beginning to wake up to
the power its insights can reveal when it comes to organizational design.

Part of that awakening can be attributed to the work of Michael Arena, chief
talent officer at GM, and author of the recent book Adaptive Space.” Arena’s
research and work in applying network science insights within Fortune 500
companies have led to a wealth of practical guidance for business leaders try-
ing to balance core operations with innovation to help their companies thrive.

Tiffany McDowell, principal and US leader for the Organization Strategies
Market Offering at Deloitte Consulting LLP, and Anh Phillips, researcher and
author from Deloitte’s Center for Integrated Research, recently sat down with

Arena to dive deeper into the insights revealed in his book.

TIFFANY McDOWELL: You have a new book out
called Adaptive Space. 1 recently coauthored a
paper entitled “The adaptive organization.” So I'm
very keen on this topic! What do you mean when
you say adaptive space?

MICHAEL ARENA: In short, adaptive space acts as a
free trade zone where ideas can be openly explored,
debated, shared, and exchanged in such a way that
they lead to adaptation for the organization. I've
been part of an academic research team for almost
a decade and a half, and we were interested in why
some organizations are adaptive and others aren’t.
We looked at about 60 large Fortune 500 compa-
nies through more than 500 leadership interviews.
What we determined was that every organization we
evaluated had operational systems and structures—
no surprise, that’s the way we get the bills paid. A
little bit more surprising was that every organiza-
tion had entrepreneurial pockets—even those that
were not adaptive. But it was only a small minority
of those 60 organizations that showed a recurring

pattern—that were responsive and continually re-
invented themselves either in a division or at the
corporate level, though not always at the corporate
level. These organizations had this third dimension
which we since have called adaptive space, which is
best thought of as that free trade zone where ideas
can be pulled out of these entrepreneurial pockets
(formally or informally) and then pushed into the
stable structures of an organization so that they can
generate new value in a changing marketplace.

McDOWELL: How did these organizations create
these free trade zones? What were the attributes
that enabled them to have that space?

ARENA: Most of them weren’t thinking of it the
way that we are today. It’s not just physical space,
though sometimes it is. But I like to describe it more
as relational and emotional space: It’s the degrees
of freedom necessary to openly share. It’s knowing,
as an employee of an organization, that I have the
degrees of freedom and the emotional freedom to
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explore new ideas—unconventional ways that might
in fact challenge the status quo. So in some cases
organizations did it very intentionally.

ANH PHILLIPS: This is a bit like organizational
culture—it’s a bit squishy, and it’s hard to think of
trying to craft this intentionally. What does that
look like in practice?

ARENA: Tl share a couple of examples. One
company had a monthly session where people were
expected to come and present bold, cross-functional
ideas that would disrupt their current status quo.
They had all kinds of different practices where
people would come in and they would present ideas.
These ideas were almost always cross-functional by
the time they hit this adaptive space, even though
the entrepreneurial pockets were sometimes deep
inside of a function or department. But once they
get lifted up and pushed down into this more free
trade zone, it required some interaction. It also
required some conflict and some tolerance to be
willing to debate and challenge each other.

Another company created a “real-win-worth” prac-
tice where once a month they would test ideas and
they would ask themselves the questions: Is this

a real idea? Is this worth some investment? And
then they would have that debate in such a way
that they knew they were going to at least create
the opportunity to disrupt themselves before the
outside market did.

Some organizations use approaches like design
thinking—not just design thinking to go and prove
one product, but design thinking as a way to break
down the insular boundaries inside their organiza-
tion. One company sends their folks out into the
field to meet with customers—every employee. They
use empathy techniques from design thinking so
that they don’t become insular.

One trait in many organizations that weren’t adap-
tive was that they became highly insular. They
would shut themselves off from the outside world,
mostly becoming complacent and arrogant enough
to believe that they already knew the answers.
One person we interviewed said, “We studied our
customer for 20 years. We know them better than
anyone else in the world. Why would I spend four
hours going out in the world to interview them?”

PHILLIPS: Those are great examples, and the point
about insularity is an important one. Understanding
networks can help us break from insularity both in
and outside of the organization. In your book, you
described four different types of network roles. Can
you talk a bit about those roles and why you believe
they are so important?

ARENA: I think for organizations to be adaptive, es-
pecially as we’re talking about organizational design
and practices, the very first thing we need to do is
ditch the one-size-fits-all mindset. We need to move
away from the belief that this is the way the orga-
nization should be designed, and we need to move
away from the belief that this was the best practice
to deploy and scale across the organization.

The more sophisticated organizations are thinking
about different social arrangements, and those
are the four D’s that I talked about in the book.




There are times where we need to be discovering
ideas, and that requires one set of design and/or
arrangements (brokers). There are times where we
need to be developing those ideas, and that requires
a different set of arrangements for a defined period
of time (connectors). There are times where we
need to take those ideas out of those entrepreneurial
pockets and diffuse or scale them across the organi-
zation. That requires a different set of connections
(energizers). And then ultimately those three will
add up to disrupting the current structures and
operational systems (challengers). These network
roles are the way to enable that.

McDOWELL: I believe we are at the tipping point
for organization network analysis, where we're
starting to see leaders understand the power of
making the previously invisible connections visible
through network science and using this to redesign
their organizations. When you think about changing
the way an organization is structured, have you seen
specific designs being more effective at building

adaptive space?

ARENA: You know it all depends on what you're
aiming to do. If 'm aiming at discovery, one design
works. If I'm aiming at development, a different
design works. And I don’t believe that most orga-
nizations can be agile at large. I think one of the
misnomers is that we keep talking about the “agile
organization.” But we need to look at agility and
stability combined as being the core recipe. In other
words, you have to be agile enough to move away
from where you are and meet the market where it
is. And then you have to stabilize fast enough to be
able to produce. They say that about 12 percent of
organizations are able to do that.

So when I think of design, I think of them as social
arrangements. If I want to discover, that is one
design or social arrangement. If T want to develop,
that is another one. I think organizations are all of
those things at the same time. So it could be that
it’s not about “this is the new design we’re going
to,” but instead it could be that for six weeks we’re
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pulling these people. They've got these milestones
and for six weeks they’re dedicated to getting some-
thing across the finish line. Then after those six
weeks, they’re going back to their steady-state jobs
where we'’re going to ask them to help diffuse this
out across the broader organization. And we have
network maps that are good evidence of exactly that.

McDOWELL: That’s really interesting, and it is
something we debate when we're designing organi-
zations into networks of teams. Sometimes we see
that specialist resources get deployed on a cross-
functional team for a short time and then come back
and diffuse their learnings into their group. Other
times, we suggest placing people into permanent
cross-functional teams that are organized around
a mission or purpose. And once you complete that
mission, you keep that team together to deliver on
another mission. Based on your framework, is one
of those good for certain types of things like dis-
covery and others are better for diffusion?

ARENA: T actually think the answer is somewhere
in between those two. Because every time you
become part of a new team, you don’t have trust
and cohesion. On the other hand, if you don’t
break up and flow across different projects at times,
then what ends up happening is you don’t get the
discovery quotient. This sounds very nuanced, but
it’s absolutely critical. Ron Burt talks about this as
oscillation at the individual level—people who oscil-
late back and forth throughout their career between
the central connector and broker. I'll give you two
real live case studies that we were just completely
privileged to discover almost by mistake.

There was an acquisition that took place in one of
these large companies that we had looked at. We
took a time stamp of the network in this acquisition.
That time stamp showed only the integration team
between these two entities that were connected at
about six months in. And what happened was, it
was a miserable integration. The large company had
bought the small company for innovative purposes,
and no innovation was popping because there were
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no bridges. But the small group was completely
isolated, partitioned off from the rest of the orga-
nization. Just by mistake, since there were some
very top talented people in this little bubble, what
happened was they decided to promote the people
out into the broader organization. So they moved
them from a cohesive central connectivity role into
a brokerage role, and they brought along with them
all the innovation that they had built in that small
bubble. So that’s how I think about this—it’s much
more like oscillation. And there are times where I
toggle on; there are times when I toggle off.

The other example was the most profound case
study for us. There was a small centralized innova-
tion team within an organization. You could think
about them as the R&D sort of design thinking camp,
35 very talented people. Across three years, they had
a commercial hit rate of zero inside of
this organization. So, management
decided they had to disband this group
of very high-end resources with PhDs.
The good news was that they were
top talented people, so they moved
them out into the businesses. The very
same ideas that they were trying to
promote centrally, they're now selling
at different influencing points. That’s
brokerage, inside the organization.
Boom, the very same ideas started to
pop across the next year. So that’s how
I think about this. Now there’s a time I would argue
that those people who have now become decentral-
ized, there’s a time where they might become still
because they’'ve now become part of those other
groups and they’re not thinking, and maybe even
become insular. There’s a time where you may need
to pull them back together again to develop the next
big concept.

This is why I believe the agile organization is just
wrong. We're agile on the edges. We're stable at
the core. And that’s what an adaptive organization
should really look like.

PHILLIPS: So what do we do from an HR or people
management perspective? How do we incentivize
and rate the performance for these different roles?
Do we do that uniquely?

ARENA: This is why HR hates what I have to say,
because it messes up their world. We're talking
about a world that’s more dynamic than static. And
we, HR, love one-size-fits-all methods. What I'm
talking about is becoming bimodal, maybe even
trimodal in your mechanisms. Think about it this
way—I'm going to give you a real live case study
within General Motors. You know Cruise Auto-
mation is our self-driving technology bet. But it’s
completely partitioned off from the organization.
You literally cannot get into Cruise. I cannot get into
Cruise without actually going through a gatekeeper.
That’s by design. That’s 100 percent by design.

“This is why | believe the agile
organization is just wrong. We're
agile on the edges. We're stable
at the core. And that’s what an
adaptive organization should re-
ally look like."”

The gatekeepers are the bridge people that keep
that growth path connected to the organization
but disconnected enough so that it can move fast.
What we know is it can move 20 times faster in the
design that it’s in right now. But at some point that
will be a problem, and this is why incubators and ac-
celerators fail—because at some point that needs to
become the new core. So, the bridge people are the
most important people inside of the organization
now because they keep this growth entity that we
treat like a startup, we incent like a startup, we hire
there separately. Everything is separate. It’s a whole
distinct set of HR practices. We evaluate differently.




We have different talent reviews with those folks
from the core. The core is handled just like many
large organizations, and the bridge people are in
the middle. And those bridge people came from the
core on purpose because they have credibility with
the core. We're thinking about bringing their social
capital over with them as we put them in the bridge.
The reason for that is the core trusts them, and
they’ve been positioned with the growth path in this
particular case. We now are replicating this many,
many times. With that growth path, those people
are trusted because they become almost like the li-
brarian to the 105 years’ worth of legacy knowledge
to do things like durability testing. To do things like
how do you work with public policy to get this thing
adopted? How do you deal with the insurance com-
panies? All of those other things that are critical to a
skeletal operation. In the end, you're bimodal, if not
trimodal, from an HR practice standpoint.

“I think it bears emphasizing that
this isn’t for the faint of heart.”

PHILLIPS: As we wrap up, do you have any final
thoughts you’d like to share?

ARENA: I think it bears emphasizing that this isn’t
for the faint of heart. In retrospect, it’s easy
to tell stories that are successful. But when
you're in the midst of this, it is a hard thing.
This is tough. Most organizations are de-
signed against this.

I teach a class at Penn that we call “Leading
from the center,” and what that means is
leading from your personal center. This requires a
set of convictions. It requires a sense of awareness,
not as a leader as much as an individual who’s part
of a movement inside of a large company, a set of
convictions, a set of core principles, a degree of
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self-awareness to know when you’re pushing too
little and when you’re pushing too much, and then
to be able to make the judgment call: Am I going
to continue to push knowing that I'm at risk, or am
I going to back off? And there’s no right answer to
that question. There are times when I personally
have gone completely underground on issues and
knew that it was best for the initiative and for me to
just disappear for a while.

From a leadership standpoint, this generally re-
quires a degree of emotional intelligence beyond
anything that we’ve thought about in the past. It’s
almost like a dance with the system. And much more
artful in understanding: Should I push in? Should
I back off? Should I energize right now and be the
cheerleader? Should I challenge right now and try
to get people to see something to be even disrup-
tive if people aren’t going to like me for it? That’s

a whole different level of self-awareness.

The brutal truth is this isn’t for the faint
of heart. You know if you’re trying to
introduce change I often describe it this
way: You can’t have a breakthrough
without having something to break through. And
that hurts. So you’d better go find some friends.
You'd better build some social proof around that
idea. And then once you’ve done that, you can actu-
ally then pivot and use the network to your benefit.

“You can’t have a breakthrough
without having something to
break through.”

McDOWELL: I absolutely agree! That’s what in our

vernacular we call “culture of courage.”




The power of networks: Michael Arena on adaptive spaces and redesigning organizations for the future

Endnotes

1. Michael Arena, Adaptive Space: How GM and Other Companies are Positively Disrupting Themselves and Transforming
into Agile Organizations (New York: McGraw Hill Education, 2018).

About the authors

TIFFANY McDOWELL, PhD, leads Deloitte’s Organization Strategies Market Offering. McDowell focuses
on delivering operating model, organization design, talent strategies, and global change management
solutions for large-scale transformation projects. She has recently brought organizational network
analysis and adaptable organization design thinking to her clients to help unlock networks of teams.

ANH NGUYEN PHILLIPS is a researcher and author from Deloitte’s Center for Integrated Research,
where she studies the impact of emerging digital technologies on an organization’s leadership, talent,
and culture. Her work has been cited in leading publications such as the Wall Street Journal, MIT Sloan
Management Review, and Fortune. Phillips is also a coauthor on a book coming out in the spring of 2019
called The Technology Fallacy: How People Are the Real Key to Digital Transformation.

About Michael Arena

MICHAEL ARENA, PhD, is the chief talent officer of GM and has recently written a book called Adaptive
Space. He is the winner of the 2017 Walker Prize from People + Strategy, and his work has been cited
in the Wall Street Journal, Harvard Business Review, Fast Company, Business Insider, MIT Sloan Management
Review, and Chief Executive Magazine. Arena has served as a visiting scientist at MIT. He also teaches at the
University of Pennsylvania and is a coach at the Stanford d.School.

Acknowledgments

The authors would like to thank Michael Arena for taking the time to speak with us in depth about his
book. They would also like to thank Jeff Schwartz, Kelly Monahan, and Siri Anderson for help in editing
the published interview.




The power of networks: Michael Arena on adaptive spaces and redesigning organizations for the future

About the Deloitte’s Center for Integrated Research

Deloitte’s Center for Integrated Research focuses on developing fresh perspectives on critical business
issues that cut across industries and function, from the rapid change of emerging technologies to the
consistent factor of human behavior. We uncover deep, rigorously justified insights and look at transfor-
mative topics in new ways, delivering new thinking in a variety of formats, such as research articles, short

videos, and in-person workshops.

Contacts

Tiffany McDowell, PhD

Organization Strategies Market Offering lead
Principal

Deloitte Consulting LLP

+1 619237 6611

tmcdowell@deloitte.com

Anh Phillips

Senior manager

Center for Integrated Research
Deloitte Services LP

+1 404 631 3172
anhphillips@deloitte.com

Disruption lies ahead. Driven by accelerating connectivity, new talent models, and cognitive tools,
work is changing. As the use of robotics, Al, the gig economy, and crowds grow, jobs are being
reinvented, creating the “augmented workforce.” We must reconsider how jobs are designed and

work to adapt and learn for future growth. To learn more, visit the Future of Work landing page
at



https://www2.deloitte.com/global/en/pages/human-capital/topics/future-of-work.html

Deloitte
Insights

Sign up for Deloitte Insights updates at www.deloitte.com/insights.

Follow @Deloittelnsight

Deloitte Insights contributors

Editorial: Ramani Moses, Abrar Khan, Blythe Hurley, and Rupesh Bhat
Creative: Kevin Weier and Mahima Dinesh

Promotion: Alexandra Kawecki and Nikita Garia

Cover artwork: Emily Moreano

About Deloitte Insights

Deloitte Insights publishes original articles, reports and periodicals that provide insights for businesses, the public sector and
NGOs. Our goal is to draw upon research and experience from throughout our professional services organization, and that of
coauthors in academia and business, to advance the conversation on a broad spectrum of topics of interest to executives and
government leaders.

Deloitte Insights is an imprint of Deloitte Development LLC.

About this publication

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or its and
their affiliates are, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other profes-
sional advice or services. This publication is not a substitute for such professional advice or services, nor should it be used as a
basis for any decision or action that may affect your finances or your business. Before making any decision or taking any action
that may affect your finances or your business, you should consult a qualified professional adviser.

None of Deloitte Touche Tohmatsu Limited, its member firms, or its and their respective affiliates shall be responsible for any
loss whatsoever sustained by any person who relies on this publication.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (‘DTTL"), its
network of member firms, and their related entities. DTTL and each of its member firms are legally separate and independent
entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. In the United States, Deloitte refers to
one or more of the US member firms of DTTL, their related entities that operate using the “Deloitte” name in the United States
and their respective affiliates. Certain services may not be available to attest clients under the rules and regulations of public
accounting. Please see to learn more about our global network of member firms.

Copyright © 2018 Deloitte Development LLC. All rights reserved.
Member of Deloitte Touche Tohmatsu Limited


http://www.deloitte.com/about

