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Entrée
Great paradoxical
quotes by Niels Bohr

Before you start and as an appetizer, consider these quotes from Niels
Bohr, Nobel Prize in Physics.
«The opposite of a correct statement is a false statement. But the opposite of a profound truth may well be another profound truth.»
«How wonderful that we have met with a paradox. Now we have some
hope of making progress.»
«No, no, you’re not thinking; you’re just being logical.»
«Prediction is very difficult, especially about the future.»
«There are some things so serious that you have to laugh at them.»
«The meaning of life consists in the fact that it makes no sense to say
that life has no meaning.»
«There are trivial truths and there are great truths. The opposite of a
trivial truth is plainly false. The opposite of a great truth is also true.»
«Everything we call real is made of things that cannot be regarded as
real. If quantum mechanics hasn’t profoundly shocked you, you haven’t
understood it yet.»

What do these quotes reveal about the world and about our knowledge of the world?
Source: https://www.goodreads.com/author/quotes/821936.Niels_Bohr?page=2.

Introductory note
With growing complexity, our fast-changing world is rich in paradox
and contradiction. The capacity to handle paradox is a key management
competence to thrive through tensions and engage them productively.
With this series, the European Forum on Paradox and Pluralism aims to
contribute to the development of paradox management competences by
producing teaching materials on management tension and paradox. In
this short introductory note, we define basic concepts.

Paradox: a conceptual note and a short
bibliography
The management of persistent tensions, such as stability and change,
exploration and exploitation, constitutes a managerial imperative and is a
key characteristic of organizations (Jarzabkowski, Lê, & Van de Ven,
2013). Paradoxes denote the persistent interplay of mutually defining opposites (Smith & Lewis, 2011). Managers as well as organizational members in general, may assume or ignore the paradox lens but tensions and
contradictions are unavoidable in complex systems. The role of tensions,
contradictions and paradoxes in organizations has now produced a rich
bibliography (Putnam et al., 2016; Schad et al., 2016). For readers new to
the theory of organizational paradox we present a brief introductory bibliography (see Box 1).
Organizations confronting paradoxes often need to develop new ways
of dealing with challenges, such as when they have to maintain resilience
in the face of crisis (Giustiniano et al., 2020), cultivate ambidexterity
(Raisch & Birkinshaw, 2008), or try to go agile while maintaining robust
routines (Rigby et al., 2020). When successfully balanced, opposite demands can benefit one another and may constitute a source of advantage
(Farjoun, 2010). Yet, such balancing is difficult and success in tackling
opposition cannot be guaranteed. Indeed, as Jarzabkowski, Bednarek,
Chalkias, and Cacciatori (2021) point out, the true benefits of paradox
may sometimes be realized by working at the edge of disequilibrium,
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where working through contradictions provides a stimulus for development and change. Paradoxes are thus not something to be tamed or
avoided, but embraced and worked with (Cunha & Putnam, 2019).
Box 1. A sample of books on paradox

The following resources may be a helpful starting point for the reader
interested in paradox research:
Bednarek, R., Cunha, M. P., Schad, J. & Smith, W. K. (Eds)(2021). Interdisciplinary dialogues on organizational paradox: Investigating
social structure and human expression. Research in the Sociology
of Organizations, 73(B). Bingley: Emerald.
Bednarek, R., Cunha, M. P., Schad, J. & Smith, W. K. (Eds.) (2021).
Interdisciplinary dialogues on organizational paradox: Learning
from belief and science. Research in the Sociology of Organizations (vol. 73-A). Bingley: Emerald.
Berti, M., Simpson, A. V., Cunha, M. P. & Clegg, S. (2021). Elgar introduction to organizational paradox theory. Cheltenham: Edward Elgar.
Clegg (Ed.)(2002) Management and organization paradoxes (pp.1140). Amsterdam: John Benjamins.
Cunha, M. P., Clegg, S., Rego, A. & Berti, M. (2021). Paradoxes of
power and leadership. London: Routledge.
Kets de Vries, M. F. K. (2013). Organizational paradoxes: Clinical
approaches to management. Routledge.
Quinn, R. E., & Cameron, K. S. (1988). Paradox and transformation:
Toward a theory of change in organization and management. Ballinger Publishing Co/Harper & Row.
Smith, K. K., & Berg, D. N. (1987). Paradoxes of group life: Understanding conflict, paralysis, and movement in group dynamics.
Jossey-Bass.
Smith, W. K., Jarzabkowski, P., Lewis, M. W., & Langley, A. (Eds.)
(2017). The Oxford handbook of organizational paradox. Oxford
University Press.
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A definitional note
An organizational paradox is defined as «persistent contradiction
between interdependent elements» (Schad et al., 2016: 10). This means
that paradox has three conceptual building blocks:


Opposition: the two forces run against one another, they are contradictory;



Interdependence: in spite of opposition, these forces are mutually
defining;



Persistence: the forces are not temporary in the sense that they refer
to deep forces that cannot be solved. Paradoxes can be managed but
not resolved. Persistence does not mean that these forces remain in
steady state: they can change qualitatively, for example when the
tension originates some new synthesis that will form a thesis for a
new cycle, illustrating the conceptual adjacency between paradox
and dialectics (Farjoun, 2019).

These tensions and contradictions manifest at several levels:


They characterize individuals, such as when elements of their
identities collide, as happens when being a doctor and a military,
being a parent and a professional, or a leader and a servant (Sousa &
van Dierendonck, 2017);



They pervade teams such as when teams expect a measure of
conformity and diversity (Silva et al., 2014);



They occur in organizations, such as when they have to explore and
exploit (March, 1991);



They are typical of inter-organizational relationships, which happens when organizations collaborate with organizations with which
they also compete, a process sometimes called «coopetition» (RazaUllah, Bengtsson & Kock, 2014);



Capturing tensions’ underlying dynamics requires taking a systems
perspective (Schad & Bansal, 2018)

N O T E
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The cases in this volume
The cases in this volume illustrate the presence of paradox in organizations by illuminating situations with paradoxical attributes. The cases
presented in this booklet provide a multiplicity of perspectives ranging
from international management to the organization-culture interface. It is
intended that students and instructors discuss and problematize the difficulties in the management of paradox. These cases thus stimulate reflection and critical thinking. By design, the cases are intended not to focus on
solutions or resolutions but rather on the discussion of ambiguous problems. We hope that the cases will be a source of debate and energy in the
classroom and that they will stimulate an appreciation for difference and
dialogue rather than for the «discovery» of the right answer.
After all, as paradoxes, they cannot be solved.

■ References

Cunha, M. P. & Putnam, L. (2019). Paradox theory and the paradox of success.
Strategic Organization, 17(1), 95-106.
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of Management Review, 35(2), 202-225.
Farjoun, M. (2019). Strategy and dialectics: Rejuvenating a long-standing relationship. Strategic Organization, 17(1), 133-144.
Giustiniano, L., Cunha, M. P., Simpson, A. V., Rego, A., & Clegg, S. (2020).
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Jarzabkowski, P., Lê, J. K., & Van de Ven, A. H. (2013). Responding to competing strategic demands: How organizing, belonging, and performing
paradoxes coevolve. Strategic Organization, 11(3), 245-280.
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The case
The Xinjiang Production and Construction Corps (XPCC) is a «nearly
3m-strong paramilitary-style business in Western China». It was constituted in 1945, facilitating the movement of demobilized soldiers from the
Han majority to an area populated mainly by Muslim Uighurs. The XPCC
includes a militia of 100,000, created to fight extremism in the region.
The XPCC provides the world with a variety of goods. 400,000 XPCC
farmers harvest about a third of China’s cotton. Others are part of the tomato export industry. The Corps also produces «pyjamas to passata» and
its products are distributed through global supply chains.
The U.S. State Department alleges that the XPCC uses forced labor,
establishing a connection between the XPCC and human rights abuses in
the Chinese province in which at least 1m Uighurs and members of other
ethnic minorities have been imprisoned in detention camps. The U.S. advises firms to sever any linkages they might have with the XPCC within
and outside the autonomous region. Supply chain auditors have raised
numerous «red flags», namely that Uighurs have been transferred to factories in other parts of China.
Global firms with deep supply chains have long cared about the treatment of workers and sourcing of materials in several parts of the world.
The situation in China, though, is especially complex, given factors such
as:


The size of the economy.



The power of the state.



Tensions with the U.S.



The recent embrace of a punitive form of diplomacy, imposing sanctions on countries whose actions are disapproved by Beijing.1

In the face of the circumstances, retailers such as PVH Corp (owner of
Calvin Klein and Tommy Hilfiger) have decided to cease business with
XPCC. Western firms face several questions:


(1)

How to prove that their respective supply chains are free from
forced labor if audits in Xinjiang are «taboo»?

Anderlini (2020).
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How to navigate the situation considering potential reactions from
Beijing and Washington?



How to ensure that any audit excess will not make life even more
complicated to the Uighurs?

Additional issues that complicate matters further:


The quality of cotton in Xinjiang is high: whiter and less knotty than
cotton from other parts.



Most companies, even if sympathetic with the cause, don’t want to
completely pull out of the big Chinese market.



Companies may feel that they are being used by the state to do their
political work. This can create tensions between companies and states.



Given the Chinese government’s sensitivity to criticism, Western
companies may try, with their trusted Chinese partners, to conduct
their negotiations with the Chinese government.

Two final points should be considered. First, as happened with Apple
regarding conflict minerals, organizations may test DNA to verify the
source of cotton. But a T-Shirt is very inexpensive in comparison with an
iPhone. Companies may also consider ensuring that the supply chain does
not include organizations with Uighurs in its workforce to ensure that the
problem of forced labor is solved.

Questions for reflection


Analyze the case considering the definition of complicity in human
rights abuse.



Would the measure of removing every Uighur from the workforce be
in the interest of the Uighurs themselves?



What dilemmas do companies face in situations similar to what is at
stake here?



When analyzing the case of Google in China (censorship pressures),
Brenkert (2009, p. 453) argued that «there are situations in which
people in business must confront the possibility that they must
compromise some of their important principles or values in order to
protect other ones.» Read this paper and analyze the XPCC case in
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light of the framework suggested by Brenkert to assess the ethicality
of companies’ decisions.


Which moral compromises may companies face in dealing with the
XPCC case?
Box 1. What is complicity in human rights abuse?

From «Embedding Human Rights into Business Practice»,1 a joint
publication of the United Nations Global Compact and the Office of
the High Commissioner of Human Rights (p. 19):
«Broadly speaking, corporate complicity in human rights abuses
means that a company is participating in or facilitating human rights
abuses committed by others, whether it is a state, a rebel group, another company or an individual. A company is complicit in human
rights abuses if it authorises, tolerates, or knowingly ignores human
rights abuses committed by an entity associated with it, or if the company knowingly provides practical assistance or encouragement that
has a substantial effect on the perpetration of human rights abuse.
The participation of the company need not actually cause the abuse.
Rather, the company’s assistance or encouragement has to be to a
degree that, without such participation, the abuses most probably
would not have occurred to the same extent or in the same way»

For instructors
The case indicates how complex some decisions may be. As the case
indicates, decisions are difficult and solutions can raise their own problems. The case can be used to illustrate:

(1)



The political dimension of management and the business-society nexus, namely the bonds between states and markets, as well as
the inextricable links between managerial and political rationality.



For marketing it can be used to discuss how to produce good products at low prices, while respecting corporate social responsibility.

https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fhuman_rights%2
FResources %2Fembedding.pdf.
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Global governance, the case can be used to explore links with the

UN’s SDGs, namely decent work.


For leadership it illustrates the sheer complexity of some managerial decisions. As the case illustrates, every decision comes with a
significant cost. Doing nothing can be problematic but every form of
action will raise its own problems.



Moral dilemmas organizations and leaders face.

For any one of us, individually, the case invites us to think about our
consumption habits as well as the implications of our choices.

■ Useful sources

Responsible Sourcing Network (https://www.sourcingnetwork.org/).
Anti-Slavery International (https://www.antislavery.org/slavery-today/modern-slavery/).
Sources
This case was mainly based on: The Economist (2020). Supply chained and
bound. August 22, p. 52.

See also
Anderlini, J. (2020). China ramps up its punishment diplomacy. Financial
Times, 24 September, 19.
Brenkert, G. (2009). Google, human rights, and moral compromise. Journal
of Business Ethics, 85(4), 453-478.
Reinecke, J. & Donaghey, J. (2015). After Rana Plaza: Building coalitional
power for labour rights between unions and (consumption-based) social
movement organisations. Organization, 22(5), 720-740.
Scherer, A. G. & Palazzo, G. (2007). Toward a political conception of corporate
responsibility: Business and society seen from a Habermasian perspective. Academy of Management Review, 22(4), 1096-1120.
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The case 1
Zara is one of the big brands in the fashion industry, accounting for
70% of the sales of Inditex (the third largest apparel company in the
world). Zara was also the first high street vendor to make a public commitment to sustainability. According to Zara’s CEO, by 2025 all of its collections will be made from 100% sustainable fabrics. The move is justified
by Pablo Isla, the chief executive of Inditex, by stating that «We need to be
a force for change, not only in the company but in the whole sector.»
However, these targets seem quite ambitious. Commenting on that, Isla
added «We are the ones establishing these targets: the strength and impulse
for change is coming from the commercial team, the people who are working with our suppliers, the people working with fabrics. It is something
that’s happening inside our company.»
This is a big commitment and a considerable gamble for such an important player in this industry. Zara is travelling a path of no return and
one that has to make sense financially. On the one hand, it is a path that
seems to be responding to internal and external pressures to become more
sustainable. On the other hand, the industry players have been moving
slowly because managing sustainability and still making money has been
considered to be difficult and complex. So, the big questions are: Can Zara
prove that sustainability can be profitable? And can they make this work
within the boundaries of their business model?
The case of Zara raises a number of interesting questions:

(1)



Is there a business opportunity within sustainable fashion?



What type of pressures is Zara responding to? Internal or external?



Can Zara modify their business model to take full advantage of this
opportunity? Indeed, can they make it work? What dimensions need
to change to meet this challenge?



How will the market react to this move from one of its biggest players?



In addition to the typical financial indicators how should Zara measure their progress toward this objective? What type of indicators
should Zara success on this journey?

This case was mainly based in The Guardian (2019) Zara collection to be made of 100%
recycled fabrics.
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How does this move change recruitment for Zara’s staff? What levels are affected?

Additional issues to be noted and incorporated in the discussion:


Even if the financials made sense, the current availability of recycled
cotton does not secure Zara’s production. This is an immediate bottleneck and a considerable supply chain issue that needs to be addressed.



Of course, this commitment is built upon successful experiences of
collecting more than 34,000 tonnes of used stock. This was collected from more than 2,299 stores in 46 markets.



In addition to the store collection experiments, a service for picking
up used clothes from customers’ homes has proved effective in
Spain, Beijing, and Shanghai and will be extended to London, Paris,
and New York.

Two additional issues should be considered. First, there is no significant player disrupting the sustainable fashion industry. Patagonia has for
many years tried to compete head to head with big companies, but their
offer, business model, and price range are totally different. In addition,
one must consider the effects of COVID-19 and the worldwide pandemic
in the seeking of sustainability. How does the pandemic affect the opportunity for more sustainable products?

Teaching note
The case discusses how a commitment toward sustainability can be
enacted detailing some of the most prominent dimensions of building a
business case for sustainability. Indeed, the case can be used to illustrate:


The journey toward sustainability and its inherent tensions,
i.e. what type of internal and external tensions exist when companies seek sustainable but yet profitable business models for their
products. We envisage students discussing tensions related to measuring success, alignment of values, recruitment, ROI, the role of
KPIs, etc. Using the temporal dynamism of the case students could
build a process and identify the tensions associated with each stage
of the journey.
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For leadership it illustrates the sheer complexity of some managerial decisions and the difficulty in doing business while trying to be
good. As the case illustrates, this commitment comes with many tensions and problems. Ultimately it is up to the leadership team to develop ways to manage tensions toward achieving the commitment.



For supply chain it can be used to explore how a company like
Zara can develop a critical competitive advantage by finding ways of
collecting and using recycled materials to resource their production.
It can also pave the way to discuss the role of partnerships and collaborations across players in the industry.



Measuring Impact, drawing upon an impact framework like the

SDGs (the 17 Sustainable Development Goals promoted by the UN)
students could also discuss what distinct forms of positive and
negative impact this commitment carries. Perhaps this can be used
to explore the negative spillover effects of this strategic choice.


For any one of us, individually, the cases invite us to reflect on the
power of public commitments in our personal life and the organizations that we belong to.

■ Useful sources

https://www.inditex.com/our-commitment-to-the-environment/closing-the-loop/collect-reuse-recycle.
https://www.inditex.com/documents/10279/249245/Dossier_JGA_2019_E
N.pdf/1664de2f-ca77-3a40-2b78-cace74c06c82.
https://www.globalfashionagenda.com/.
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The case
Leadership is the process of social influence through which one person (the leader) directs a team or organization in the direction of collectively desired goal. The process is generally portrayed as one involving
alignment and a measure of empowerment. Leaders are expected, in general, to motivate their teams to do things and to get things done through
clear and consistent messages.
But think about the following cases in which leaders send mixed messages. These are expressed in forms such as:
 «I warn you because I like you».
 «Be creative!».
 «I am punishing you for your own good».
 «We need to innovate but we cannot afford to make mistakes».
These ideas are often transmitted in daily conversations between
leaders and followers. It is possible that leaders aim to transmit positive
messages, but it is also likely that these messages, even if positively intended, will end up producing negative results.
Sometimes it is possible to solve the impasse by explaining that the
request is contradictory and ambiguous; however, the situation becomes
pathological and paralyzing when one is not given the opportunity to negotiate demands. This can happen because any attempt to discuss directives is considered a form of insubordination, or because leaders are not
approachable. These paradoxical demands can also be impersonal, deriving from inconsistent bureaucratic rules or social expectations, creating
vicious circles. An example of this is someone who is not given an opportunity to be promoted to a more senior position because they lack managerial experience (how can they develop experience if they are not given
the possibility to do so?); or the case of a female manager who is criticized
for being too soft and nurturing, but as soon as she behaves more vigorously, is criticized for being too aggressive and unfeminine.
An important question therefore is: why do leaders create negative
effects when they aim to produce positive effects? What happens if these
messages persist for considerable periods of time? What can followers do
to respond to the sometimes-impossible requests?
To explain the occurrence of these interactional patterns, called
pragmatic paradoxes, or double binds, it is important to explore the rea-
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son why people engage in these interpersonal dynamics. It is especially
important to consider the power relationship that can curtail people’s
autonomy and capacity to deal with multiple logics and requirements, an
unavoidable occurrence in any complex organization.

Step 1: The situation
Identify a real-life situation corresponding to the above pattern. Then
consider the following questions:
 What caused the situation?
 What are its consequences?
 How does it influence the future of the relationship?

Step 2: The follower’s view
From the perspective of followers:
 How can the situation be handled?
 Under what circumstances is the situation «impossible»?
 How is it possible to regain control of the situation?

Step 3: The leader and organization’s view


What happens when organizations systematically confront their
members with these contradictory requests?



How to break a pragmatic paradox?

Teaching note
The case indicates how complex interactional patterns form and are
maintained, creating difficulties for all of those involved. The case can be
used to:


Highlight the importance of interactions in organizations and why
some become dysfunctional and crystalized.



Explain that paradoxes are not always external to organizational actors, but are sometimes fruits of their own creation.



Explain the role of power in the constitution of organizational paradoxes showing that these situations are not just caused by the exis-
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tence of contradictory directives, but derive from oppressive power
relationships.


Discuss possible remedies to pragmatic paradoxes.

■ Useful sources

Berti, M., & Simpson, A. V. (2021). The Dark Side of Organizational Paradoxes: The Dynamics of Disempowerment. Academy of Management Review,
46(2), 252-274.
Berti, M. & Simpson, A. V. (2021). On the Practicality of Resisting Pragmatic
Paradoxes. Academy of Management Review, 41(2), 409-412.
Du Plessis, E. M. (2020). ‘Be a model, not a critic’: Self-help culture, implicit
censorship and the silent organization. Organization.
Julmi, C. (2022, 2022/06/01/). More than just a special case: The value of
double bind theory for bringing light into the dark side of organizational
paradoxes. Scandinavian Journal of Management, 38(2), 101198.
Li, X. (2020). Solving paradox by reducing expectation. Academy of Management Review.
Liu, W., Zhu, R., & Yang, Y. (2010). I warn you because I like you: Voice behavior, employee identifications, and transformational leadership. The
Leadership Quarterly, 21(1), 189-202.
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The case
Five decades ago, in an often-cited work, Milton Friedman (1970) defended the thesis that «the business of business is business», meaning
that managers should focus on profit, respecting the law in doing so. The
idea was instrumental in creating shareholder capitalism, the idea that an
organization’s executives have a responsibility toward their owners and
must deliver «shareholder value», an idea that has been embraced by
many companies.
A competing value emerged as an antithesis to shareholder value; that
organizations had many diverse stakeholders, in addition to shareholders,
with diverse interests in the organization and its activities. The stakeholder approach has as its basic position that organizations should consider a number of interests, including shareholders but also customers,
suppliers, communities, the natural environments, the planet. The Business Roundtable, a group of U.S. businesses, has recently advocated departing from a shareholder logic and adopting a stakeholder approach. In
this logic executives are expected to articulate the interests of several diverse stakeholders.
The logic of stakeholders, despite its merits, raises a number of questions:


Can managers effectively balance interests of multiple stakeholders
that may not cohere?



Indeed, is it possible to balance competing interests of stakeholders
«in any way that does not give God-like powers to executives?» (The
Economist, 2020, p. 58).



If executives assume these powers, what risks are entailed?

Concrete examples raise further issues. For example:


Historically, Walmart has been a champion of shareholder capitalism, with a reputation of low prices, anti-unionism, «beating up
suppliers, and bossing staff». Recently the company has started to
advocate gay rights and green energy. Companies can, of course,
change their philosophies. But these changes can also raise problems.
For example, they may create cynicism rather than goodwill. Why
should this be so?



To what extent can CEOs make decisions that respond to different
stakeholder constituencies? For example, Hobby Lobby, an Okla-
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homa-based Christian chain of craft stores denies its staff contraceptive insurance, because of religious motives. Is it legitimate for
CEOs to proselytize their personal values as organizational values?
For example, should liberal or conservative CEO activists promulgate organization values that are based on their personal views?


Trade-offs are integral to business and stakeholder capitalism but is
adopting stakeholder value a way of creating impossible trade-offs?
Is this logic a way to improve the quality of capitalism or a shortcut
to cynicism?

Teaching note
The case can be used to problematize the practical difficulties raised
by the stakeholder logic. This is not to deny its relevance or goodness but
to consider some very real issues created by the inherent tensions between
interests. Instructors may discuss issues related to:


Implementation difficulties, for example, how to prioritize interests?



Path dependence: when an organization changes its approach (e.g.
Walmart) what risks are involved?



Inconsistency: when an organization says one thing and does another, as happened with some signatories of the Business Roundtable
Manifesto, how should other stakeholders respond?



Communication strategies: how to ensure that the messages received by different stakeholders align in their transmission and reception?

■ Useful sources

Friedman, M. (1970). The social responsibility of business is to increase its
profits. The New York Times Magazine, 13.
Raghunandan, A. & Rajgopal, S. (2020). Do the socially responsible walk the
Talk? Available at SSRN.
The Economist (2020). The perils of stakeholderism. September 19, 58.
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The case
The road from identifying a business opportunity or market need to
its implementation requires extraordinary drive and persistence. An essential ingredient in this process, at least in the early stages, is the entrepreneurs’ belief in the potential of the business opportunity. To some extent it is necessary for entrepreneurs to feel self-meaning in the venture to
be created. This experience is commonly described as entrepreneurial
passion. Passion, which derives from entrepreneurs’ personal values and
identity, anchors initial decisions about how to implement the new business. Key activities like the design of the products/services to be delivered,
what features these products/services should have, the partnerships to be
established, or even the strategy to introduce the value proposition into
the market are, at the inception, thought out and performed according to
the entrepreneur’s desires and dreams. If there’s no self-meaning at the
outset, business ideas will not easily emerge.
Entrepreneurial passion is a necessary ingredient to boost entrepreneur’s effort during the tough process of venture startup. It is associated
with greater drive and persistence in the face of the many setbacks inherent to the entrepreneurial process. However, as time passes it is critical
for founders to gain acceptance and legitimacy from the markets. Customers need also to find self-meaning in the company’s value proposition.
Otherwise the product/service is likely to be seen as valueless, which is
reflected in poor sales performance from the venture and possibly its failure. As described by O’Neil and Ucbasaran (2016), entrepreneurs inevitably get trapped in the need to balance «What matters to me vs. what matters to them».
Take the example of FAB, the e-commerce marketplace for selling a
wide range of products to people on the basis of daily design inspiration.
The company, founded by Jason Goldberg and Bradford Shellhammer in
2011, quickly reached popularity among design enthusiasts. Within a
month of its launch FAB had more than 350,000 members and it was
processing more than 1,000 orders every day. Its membership was growing at a rate of about 5,000 new members per day.
FAB acted as a curator of products characterized by «great design».
What qualified for that categorization was determined by Bradford Shellhammer’s taste and design sensibility. All the items available in FAB’s
marketplace were chosen by Shellhammer, himself.

L O V E ?
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On October 11th of 2013, FAB’s CEO, Jason Goldberg, announced to
FAB’s executives that the company was about to change radically. FAB, a
company that had been valued at $900 million just three months previously, needed to fire two-thirds of its workforce. Among the several reasons pointed out by Goldberg, one of them was stressed vehemently «[In
the past two years] we spent $200M and we have not proven that we
know precisely what our customers want to buy.»
The case of FAB raises a number of interesting questions:


How does entrepreneurial passion affect a company’s success?



How to founders satisfy both their personal and customer needs at
the same time?



At the organizational level, what are the advantages and disadvantages of putting customers on board during the product-market fit
process? And at the individual level (for founders)?



Should entrepreneurs always pivot their value proposition?



What are the limits of passion and rationality?

Teaching note
The case discusses the challenges that entrepreneurs face in satisfying
their personal aspirations and creating a successful business. Indeed, the
case can be used to illustrate:


The journey toward venture implementation and its inherent tensions, i.e. what type of tensions entrepreneurs experience when implementing their business aspirations and their road to market success. Taking a process and temporal approach students should
identify the tensions associated with each stage of the Customer Development Process.



Specifically, the tensions that emerge from the clash between passion and rationality. Students should identify the benefits and the
negative consequences of entrepreneurial passion and rationality,
and how the venture creation process should be tempered with both.
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■ Useful sources

Business Insider (2015). THE TECH ‘TITANIC’: How red-hot startup Fab
raised $330 million and then went bust. February 6.
The Wall Street Journal (2014). How an Entrepreneur’s Passion Can Destroy
a Startup. August 25.
O’Neil, I. & Ucbasaran, D. (2016). Balancing «what matters to me» with «what
matters to them»: Exploring the legitimation process of environmental
entrepreneurs. Journal of Business Venturing, 31, 133-52.
Cardon, M. S., Wincent, J., Singh, J., & Drnovsek, M. (2009). The nature and
experience of entrepreneurial passion. Academy of Management Review.
34, 511-532.

L O V E ?
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The case
4AD is a British independent record label founded in 1980 by Ivo
Watts-Russell and Peter Kent, financially supported by the Beggars Banquet group (currently still one of the world’s largest and most influential
independent label groups), that used it as a testing laboratory. Martin Mills
of Beggars Banquet owned the label outright until he gave half his shares
to Ivo. At the end of 1981, Kent stopped working with Ivo at 4AD and
started another business.
During the first years of existence in London, 4AD built a unique
reputation around a roster of bands including the Cocteau Twins, Dead
Can Dance, and the multi-artist project This Mortal Coil. These were preceded by other projects whose links to the company remained ephemeral.
Some of these projects, however, contributed to the label’s initial artistic
prestige, including Nick Cave’s The Birthday Party, and the avant garde
theatrical, Bauhaus. At some point in its early history, artwork became a
critical identity signifier, resulting from the artistic collaboration with
Vaughan Oliver and the v23 (23Envelope) design studio. This phase established 4AD as an important presence in the urban culture landscape of
its time. In the late 1980s, an important shift occurred: 4AD started recruiting its first American artists, namely Pixies and Throwing Muses.
The new American names on the catalog not only altered the sound of
4AD from its previous ethereal/atmospheric landscapes, in the direction
of a more directly rock approach but also changed the company’s ambitions. With growing attention to the American music scene, 4AD established a second office in Los Angeles and started direct operations in the
United States. Ivo spent more and more time at the American site and at
some point, UK signings were only a trickle. The formerly English label
became more American – in musical imagination as well as in managerial
practice. The recruitment of American bands started to severely shake the
original culture of 4AD. Ivo’s imprinting started to fade away. In fact, the
expansion in America defied the past, inscribing a new logic in 4AD. The
small indie label from south London was now competing in a big continental market. To gain the necessary critical mass to compete in the US,
4AD joined forces with Warner. Its two-office structure was complicated
and costly, with more structure representing more responsibility, as well
as the changes thus demanded.
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In the case of 4AD, artistic integrity was established by the organization’s identity; however, for organizational survival commercial success
became vital to sustain viability and therefore to preserve artistic integrity
itself. A big structure demanded greater resources. Rather than resulting
from a deliberate choice, commercial pressure imposed itself as an emergent intruder. In this phase, Ivo started to feel the competition between
logics intensely: in the independent music sector, were «principles» that
were themselves part of the art vs. business, «money» – the «corrupting
force» according to the alternate logic – was ruling the game. In fact,
money, the corrupting force, was becoming more salient and as the organization grew more it became ever more so, creating disillusionment in
the founder, leading to dis-identification. The logic of a pure and purist
community of artists became difficult to balance. 4AD, the record company,
increasingly adopted the standard business practices of the music industry. Ivo and the company struggled around the issue of organizational
identity, developing a love-hate relationship with the music industry. Ivo
sought to cope with this situation by recruiting a professional manager.
Trying to preserve this ethos, Ivo launched a new label, Guernica, in
1992. The Guernica label explicitly discouraged the possibility of growth
by presenting itself as a one-record label i.e. it would launch only one record per project; it was not intended to create hits or to launch or support
careers. Ivo’s Guernica foreshadowed even more dramatic changes in his
business as personal life: he had a nervous breakdown in 1994, triggered
by depression, fallouts with key artists, and disdain for an industry that
valued videos and remixes over «pure» and «unique» ideals. In 1999 he
left 4AD, finding refuge in New Mexico.
The fact that many organizations incorporate competing institutional
logics and the fact that they may generate paradoxical tensions is now established in the organizational literature. The micro-dimensions of the
collision of competing logics, namely in terms of how individuals experience and navigate through them and how that influences organizational
ethos and strategy is less known.
The case of Ivo Watts-Russell raises a number of interesting questions:


Why might individuals frame competing institutional logics as competing paradoxical tensions?



What managerial tensions are associated with «l’art pour l’art» and
«art as a business»?
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How should a major company (Warner) approach an individual artist
entrepreneur to keep her/him engaged with the company in case of
acquisition?



As consultant, what would you have advised an artist entrepreneur
(Ivo) to do, if approached by a major company (Warner)?



How would you have preserved the artist entrepreneur (Ivo) influence toward the artistic community?



How could the major company (Warner) have avoided the rise of
such paradoxical tensions? Or, once surfaced, how could they have
been dealt with?

Additional issues to be noted and incorporated in the discussion:


Counterintuitively, after Ivo left 4AD’s roster grew to include names
such as Bon Iver, The National, Scott Walker, and Grimes; the overall impact of Ivo on the business should therefore consider both its
creativity and artistic spirit and the relationship with other artists
(e.g. «fallouts with key artists»).



Ivo explained that after leaving 4AD he felt relaxed and off the hook,
and no longer guilty about not being available to people whose future depended on him; in fact, he later noted that «management»
should have been the «last thing on earth» he should ever have considered doing.



Ivo’s discomfort is not related to only the advent of business in favor
of the art (music) but also to the very metamorphosis that music artifacts have experienced during the ’90s: from vinyl records with
large paper-made album covers to smaller, plastic covered CD.
Furthermore, the new forms of music distribution that were remaking the industry: the replacement of the LP by the CD and subsequent digital distribution, with the «visual component» of music
being progressively threatened, challenging the original 4AD’s identity at the interface of «sound + vision».
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Teaching note
The case offers an excellent opportunity to appreciate the intertwinement between business models, institutional logics, organizational artifacts, and identity. Building on that, students can appreciate how these issues reverberate on individual attitudes and behaviors when organizational actors are exposed to paradoxical tensions.
The fact that many organizations incorporate competing institutional
logics and the fact that they may generate paradoxical tensions is now established in the organizational literature. As this can be a topic that generates heated discussion, with students siding with either the artist or the
company, we encourage instructors to define some discussion rules to ensure a useful debate or to predesign some ways to synthetize the positions
(e.g., by using word clouds – ex. Mentimenter, Kahoot, etc.).
Indeed, the case can be used to illustrate:




The silent rise of the paradoxical tensions at the individual
level, i.e. what type of internal and external tensions exist when the
venture gains momentum and its business side starts to threaten the
purity of the original idea. We envisage students discussing the
symptoms that might be detected in such a process.
For Organizational theory/Organizational behavior/Impact (1)

we see this case as an opportunity for students to understand and
appreciate how things that are usually studied at a more general
level (e.g., organizations or other collectivities) reflect on the microlevel (individuals). The instructor could also refer to similar extreme
cases (i.e. the DJ star Avicii committing suicide in 2018). Can students appreciate the impact of institutional logics up to the level of
extreme somatization?


For Organizational Theory/Organizational behavior/Impact (2)

it illustrates the possibility for an individual to eventually leverage
her/his agency to oppose the institutional logic that creates discomfort. The instructor could also refer to similar extreme cases (i.e. the
rapper and music producer Kanye West urinating on his Grammy
Award amid his rant about the music industry – 16 Sept 2020). As
the complementary case illustrates, the suffering from one (dominant) logic could trigger opposition behaviors, rather than just the
somatization of them.
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For M&As it can be used to explore how acquirers should evaluate:
1) the implication of the original identities as a constraint to the
creation of a post-M&A one; 2) the value of the assets they buy. Students can be asked to try to investigate and estimate the value of
4AD without Ivo being active in the business, as well as the trajectories for the creation of a novel organizational identity.



Scenario Analysis. Drawing upon Ivo’s case, a scenario analyst

might appreciate the relevance of institutional logics (as per their
impacts on the underlying businesses) as a moderator of the evaluation conducted by using only quantitative, aggregate data.

■ Useful sites

https://en.wikipedia.org/wiki/Ivo_Watts-Russell.
Ivo Watts-Russell discusses This Mortal Coil and 23 Envelope [#Video 1].
Ivo Watts-Russell, interviewed by Sarah Ward, 1986 [#Video 2].
■ Useful sources

Cunha, M. P., Giustiniano, L., Rego, A., & Clegg, S. (2019). «Heaven or Las Vegas»: Competing institutional logics and individual experience. European
Management Review, 16(3), 781-798.
Brandl, J. & Bullinger, B. (2017). Individuals’ considerations when responding
to competing logics: Insights from identity control theory. Journal of
Management Inquiry, 26(2), 181-192.
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The case 1
Vista Alegre (VA) is a Portuguese porcelain factory, founded in 1824
by José Ferreira Pinto Basto. It is the oldest porcelain factory in the Iberian Peninsula and its painting school is still famous today, thanks to the
efforts to bring great artists, such as Victor Rousseau or more recently
Christian Lacroix, that were always the company’s trademark. VA remained
as a family business until its 7th generation, when it was acquired by the
Visabeira Group in 2009 and underwent a major reform, 185 years after
its foundation.
The founder (José Ferreira Pinto Basto) initiated a welfare-oriented
nonprofit action that was created to serve the community of employees
expressly, including an entire neighborhood with a school, a medical venue,
a theater, a barbershop, a recreational band, and other facilities. This was
very unusual in the 19th century and made him an admired figure: «We
look to the founder in an admiring and grateful way (…). He is our granddaddy, our grandfather.» This remark comes from a non-family member
and is especially interesting since it was made in 2019 (10 years after VA’s
sale to the Visabeira Group and almost two centuries after the death of the
founder in 1839). The general feeling is that the founder was there for the
employees when they needed. The help could come in the form of counseling, financial support, or other forms, but it always arrived. So, when
the time came to give back, the entire community responded. For example,
almost 100 years after the founder’s death, VA’s employees worked for
free to avoid the closing of the factory. «The founder was here when the
workers needed, but there was a time when the founder needed, and the
workers were there for him».
The case of Vista Alegre raises several interesting issues:


(1)

Keeping the founder’s shadow alive is not only a «family matter» in
the sense that it is not an exclusive family effort to keep the founder’s spirit present in the organization, as we can see in this case.
The emotional bond created between founder and community of
employees persists over time, throughout decades and generations,
and is kept alive and powerful even if the current employees did not

This case is based mainly on interviews made to Vista Alegre collaborators during
August 2019.
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have the opportunity to meet the founder. How can the new owner
lead a company in the shadow of the founder?


By assuming that the founder’s shadow is a key element in organizational identity, and knowing that a family firm’s identity is a powerful and distinctive tool, should the organization use this as a resource that is rare and inimitable, thereby contributing to a competitive advantage?



Should Visabeira preserve the founder’s legacy to reinforce organizational identity or should they shift and step out of the shadow of
the founder? And if they decide to preserve that legacy, how can it
be genuinely reinforced?



How can the paradox of tradition and change best be managed in
Vista Alegre? How does this play out on a day-to-day basis within
Visabeira?



Significant integration issues can arise from an acquisition (operationally and culturally). If not well conducted, the companies involved may function almost separately for a long time, with significant efficiency and integration costs. How can this be avoided?



Visabeira is a first-generation business, a project built by an entrepreneurial and innovation-driven individual, while Vista Alegre operates in a very traditional market. How can values, norms, and assumptions of each organization be integrated to foster efficiency and
consolidation?

Additional issues to be noted and incorporated in the discussion:


VA decided to keep producing the gold filings hand paintings pieces,
even when its competitors decided to discontinue them, given the
specific skills needed and time-consuming labor. VA maintained
their production, to keep the founder’s DNA and therefore reinforce
VA’s DNA. Those products were created by the founder and were
kept in order not to reinforce legitimacy. Keeping a non-profitable
production line may become a very risky decision.



Keeping authenticity is an internal demand, supported by the entire
community of workers. It can be translated into keeping the founder’s values alive, such as the concern for the employees’ welfare.
Therefore, maintaining certain organizational rituals contributes to
uncertainty reduction, fostering continuity between generations. It
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is about keeping things as stable as possible: the way things are done,
and the way people are treated. But at what cost and with what
benefits?

Teaching note
The case indicates how complex a commitment to authenticity may
be, especially when the family business is sold to an outside group. As the
case indicates, decisions are difficult, and solutions can raise their own
challenges.
The case can be used to illustrate:


The complex nature of strategic decisions in family businesses,
especially during transition periods. As the case shows, every possible path comes with potentially significant costs. It is up to the leadership to develop ways to manage tensions related to the relationship with the community of employees.



The organizational culture challenges and their inherent tensions in
the acquisition processes.



That the family business’ journey to perpetuate the funder’s legacy
is full of tensions that simultaneously carry benefits and costs.



For Merger and acquisitions the case can used to discuss the tensions between maintaining authenticity within the organization
without jeopardizing profit-goals.



For any one of us, individually, the cases invite us to think about the
power of history and family in our own pursuit of the future, both in
our personal lives and in the organizations that we belong to.
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The case
Franz Kafka is a writer from Bohemia, in the present Czech Republic,
who has often been cited in Management and Organization Studies (MOS),
where the adjective «Kafkaesque» is well known. Kafkaesque refers to
organizations that are labyrinthine and formally irrational in their organization. Kafka’s works, namely The Trial and The Castle, have often been
used by MOS scholars. The less well-known Poseidon is one of Franz
Kafka’s short stories, that is only a few paragraphs long. In ancient Greek
religion, Poseidon (meaning «husband of the earth» or «lord of the earth»)
is the god of the sea (and of water generally), earthquakes and horses (see
https://www.britannica.com/topic/Poseidon).
Poseidon1

(1)

Photo by: Poseidon. National Archaeological Museum of Athens. Author: Ricardo André
Frantz. Source: https://commons.wikimedia.org/wiki/File:0036MAN_Poseidon.jpg.
This file is licensed under the Creative Commons Attribution-Share Alike 3.0 Unported
license.
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Poseidon sat at his desk, doing figures. The administration of all the
waters gave him endless work. He could have had assistants, as many as
he wanted – and he did have very many – but since he took his job very
seriously, he would in the end go over all the figures and calculations himself, and thus his assistants were of little help to him. It cannot be said
that he enjoyed his work; he did it only because it had been assigned to
him; in fact, he had already filed many petitions for – as he put it – more
cheerful work, but every time the offer of something different was made to
him it would turn out that nothing suited him quite as well as his present
position. And anyhow it was quite difficult to find something different for
him. After all, it was impossible to assign him to a particular sea; aside
from the fact that even then the work with figures would not become less
but only pettier, the great Poseidon could in any case occupy only an executive position. And when a job away from the water was offered to him,
he would get sick at the very prospect, his divine breathing would become
troubled and his brazen chest began to tremble. Besides, his complaints
were not really taken seriously; when one of the mighty is vexatious the
appearance of an effort must be made to placate him, even when the case
is most hopeless. In actuality a shift of posts was unthinkable for Poseidon
– he had been appointed God of the Sea in the beginning, and that he had
to remain.
What irritated him most – and it was this that was chiefly responsible
for his dissatisfaction with his job – was to hear of the conceptions formed
about him: how he was always riding about through the tides with his trident. When all the while he sat here in the depths of the world-ocean, doing figures uninterruptedly, with now and then a trip to Jupiter as the only
break in the monotony – a trip, moreover, from which he usually returned
in a rage. Thus, he had hardly seen the sea – had seen it but fleetingly in
the course of hurried ascents to Olympus, and he had never actually traveled around it. He was in the habit of saying that what he was waiting for
was the fall of the world; then, probably, a quiet moment would be
granted in which, just before the end and having checked the last row of
figures, he would be able to make a quick little tour.
Poseidon became bored with the sea. He let fall his trident. Silently he
sat on the rocky coast and a gull, dazed by his presence, described wavering circles around his head.
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This case raises a number of questions to debate:


The Poseidon metaphor is obviously about organizations and management. What does this short story tell managers?



What, if anything, is Kafkaesque about Poseidon?



Why do managers become metaphorically «bored with the sea»?



If you were Poseidon’s coach, what would you recommend him to do?



Is it possible to coach Poseidon without making him other than he is?

Teaching note
Kafka’s oeuvre is a treasure trove of ideas on work, power, and bureaucracy. Poseidon is an exemplary case. It can be used to discuss:
 How leaders self-defeat.
 How people lose motivation.
 Why empowerment is difficult.
 How hubris unfolds.
 How leaders develop God-like mentalities.
Like Poseidon, paradoxically, leaders often create the conditions that
make their own lives more complicated. The case can be used to explore
the dynamics of leadership that becomes intoxicating.

■ Useful resources

Clegg, S., Cunha, M. P., Munro, I., Rego, A., & de Sousa, M. O. (2016). Kafkaesque power and bureaucracy. Journal of Political Power, 9(2), 157-181.
Sadler-Smith, E. (2018). Hubristic leadership. Sage.
Sadler-Smith, E., Robinson, G., Akstinaite, V., & Wray, T. (2019). Hubristic
leadership: Understanding the hazard and mitigating the risks. Organizational Dynamics, 48(2), 8-18.
Tourish, D. (2020). Towards an organisational theory of hubris: Symptoms,
behaviours and social fields within finance and banking. Organization,
27(1), 88-109.
Warner, M. (2007). Kafka, Weber and organization theory. Human Relations,
60(7), 1019-1038.
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The case
It was a typical summer day in Portugal. The air was dry and the temperature way above 30 degrees. We were all waiting in a small overheated
room for Johnson to arrive and welcome the 40 something international
MBA students that came to Portugal from the Netherlands to take part on
a study trip designed around the theme of social entrepreneurship. The
goal: to explore how businesses could play a role in addressing some of our
most pressing social and environmental challenges. Johnson, the founder
and manager of the Johnson Academy, served as one of the case studies.
We were surrounded by a group of children and teenagers laughing and
telling jokes, curiously looking at us as some strange creatures from an
outer world.
Time went by and nobody could tell where Johnson was. People started
becoming nervous, especially me – one of the organizers of the visit.
Eventually he shows up some 25 minutes late. Johnson is a tall black man
with charisma. His face is welcoming and stark at the same time. As he
enters the room, all eyes on him, he smiles and apologizes for the delay.
He then explains to the whole group that what kept him busy was this
table football match with some of the kids in another location of the
academy. Johnson takes every opportunity, even a simple table football
match, to teach important lessons about respect and sportsmanship. He
could not let the opportunity go. He told us also about one particular boy,
not older than 10 years, who seemed to be quite a troublemaker the whole
morning and that he needed to talk to. He apparently already had a
history in the neighborhood for aggressive behavior, provoking other kids
and stealing things from them. He had to spend some time with him.
Later that day, he told us, he would try to find his parents and talk with
them. No easy feat given their evasiveness and apparent careless attitude
toward their son’s problematic behavior. Surprisingly, given their business
and protestant work ethic mind-set, the group seemed to easily forgive
him. Johnson does not speak English, so maybe my translation smoothed
the event to create room for tolerance. Or maybe they were just so
appalled by the ghetto like surroundings that they did not dare to challenge the alpha male who had just entered the room. Later in the evening
as we listened to him and his story, many people cried in absolute silence.
Johnson told about his criminal past, what he learned, how much he failed
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and how he was able to steer his life from a criminal and hopeless life into
something inspiring and relevant for society.
Johnson’s transformation1

Born in Cova da Moura (one of the poorest and most problematic
neighborhoods in the area of Lisbon), Johnson had a very difficult childhood, with a criminal life that started very early and that landed him in
several prisons for 10 years. In prison he was often seen as a problematic
inmate, known for eagerness to speak up against authority. His personal
change was a difficult and challenging process of revisiting his priorities,
re-discovering his family values, acknowledging his mistakes, and reinventing himself. Johnson tells about one particular incident, a tipping point on
his path to a new life, when a social assistant for the first time treated him
with respect and decided to just listen to him without judgement. They
developed a relationship that played a pivotal role in Johnson’s transformation.
Having transformed his life’s priorities, Johnson focused on applying
his personal experience to prevent risky situations for other young people
in precarious situations. It was in 2014 that the opportunity arose for
Johnson to open his own Association, helping youngsters of the most
varied neighborhoods in the Amadora, Cova da Moura, Buraca, and Boa(1)

Figure 1: Johnson (João Semedo) at the Johnson Academy.
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vista areas. Thanks to Johnson’s influence, many youngsters have earned
recognition among peers, invested in their education, and internalized
values of citizenship that opened new horizons for them and can take
them further ahead as individuals. Despite his success, Johnson still lives
in the same neighborhood where he grew up, close to the academy, being
respected by most, and often mediating frequent clashes between locals
and the police.

About the Johnson Academy
The Johnson Academy is a non-governmental organization located in
the Zambujal Neighborhood, which aims to promote human development
and well-being through personalized mentoring of children and young
people from fragile family and social environments, as well as to their
families transmitting humanistic values, based on the principles of justice,
equity, freedom, solidarity, and self-realization. The Academy works with
181 volunteers who collaborate on a wide range of activities including
futsal, educational support, weekly reflection groups, martial arts, artistic
activities, mentoring, support to the community and family, and support
for former prisoners.
This case raises important questions:


What does the story of Johnson tell us about personal change and
transformation?



What does the first part of the story tell about Johnson’s leadership
style?



Do you think Johnson could be described as a humble leader?



What does this case tell us about the paradoxical relationship between
negative and positive?

Teaching note
The case illustrates how personal transformation involves both revisiting one’s past, while acknowledging one’s mistakes, and reinventing the
narrative about the self toward something positive in the future. To this
end, rediscovering one’s values (in Johnson’s case his father and mother
played an important role) is a fundamental process in order to build one’s
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life on a stronger foundation. The importance of respect and non-judgmental listening while supporting others is also relevant in the case (the value
of our identity and human dignity are fundamental aspects of human behavior). The paradoxical tensions between past and future, deconstruction
and reconstruction (of identity and self-image), punishment and forgiveness, analysis and synthesis could be explored. For example: if you focus
only on punishing based on the past, without forgiveness (which involves
respect and empathy), can you expect people to change positively in the
future?
Johnson is an interesting case of servant leadership (a paradoxical
notion in its own right). First of all, Johnson’s focus on the youngsters he
is trying to help is symbolic of his initial motivation to serve (and only
then to lead as a way of serving better). Also, the case demonstrates that
humility and self-confidence (even almost arrogance) can co-exist. Johnson
is humble about his mistakes and his criminal past. He is also humble as a
servant toward those he is trying to help. He is the first to acknowledge
that he has no studies and is more than willing to ask for help. At the same
time, he is extremely confident and self-assured, even dominating at times
when he takes the stage, leaving no room for doubt that he knows what he
is talking about. The case also highlights the importance of authenticity to
be able to serve and lead with impact (he still lives in the same place
where he grew up). The tensions between serving and leading, humility
and confidence can be explored in explaining servant leadership.
The case is an interesting example of the paradoxical interaction between the negative and the positive. Johnson’s ability to have a positive
impact is amplified by his extremely negative criminal past. One might
even wonder if anyone without a criminal past could start an organization
like the one he did. That alone affords him a deep understanding of what
it is to be led into a criminal path at a very young age. The negativity and
positivity are also part of his everyday life and work. For example, the fact
that many parents seem to care little about their children and what they
do during the day (many children simply skip school and go to the streets)
allows him to exercise his leadership more strongly, amplifying his positive impact. He tries to involve parents to make sure they take their role in
educating their children, which is a way of reducing his own influence as a
leader (also relates to the servant leader aspect above).
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■ Useful sources

About the academy:
https://www.academiadojohnson.com/.
About Johnson’s story:
https://www.youtube.com/watch?v=FC9te5h1YZQ&t=2436s.
For a transition lifeline exercise:
https://www.eoslifework.co.uk/transprac.htm.
To explore the topic of personal values:
Schwartz, S. H. (2012). An overview of the Schwartz theory of basic values. Online readings in Psychology and Culture, 2(1), 2307-0919.
To understand the original ideas of servant leadership:
Spears, L. C. (2010). Character and servant leadership: Ten characteristics of effective, caring leaders. The Journal of Virtues & Leadership, 1(1),
25-30.
Greenleaf, R. (2007). The servant as leader. In Corporate ethics and corporate governance (pp. 79-85). Springer, Berlin, Heidelberg.
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The case
COVID-19 and the new HRM challenges
for the «new normal»
HRM (Human Resource Management) has been greatly affected by
the extended COVID-19 pandemic. Among the challenges now facing Organizations and their HR leaders are the decisions regarding the strict social
distancing and sanitization protocols imposed by the government’s lockdown policy. «Organizations and mainly HR professionals have had to
rethink and reimagine their workspaces»: Should facilities be modified to
fit the new upcoming restrictions and keep employees safely distant from
each other? Should employees be permanently sent home when the
«Return» to the physical offices appears possible? Working from home
seems to be highly appreciated by some people, others are not so excited
by the perspective of «staying indefinitely in-home office». What should
companies do as they face these new challenges and what are the impacts
of those decisions on employees?

Mondeléz International and Mondeléz Brazil
Mondeléz International (former Kraft Foods) is one of the largest
snack food companies in the world. It produces snacks such as biscuits
(cookies, crackers, and salted snacks), chocolate, bubble gum, candy, cheese,
and groceries as well as powdered beverage products. Brands that are
available in nearly all supermarkets include Oreo, belVita and LU biscuits,
Cadbury Dairy Milk, Milka, and Tobelerone chocolate, Sour Patch Kids,
and Trident gum. Mondeléz is present in more than 150 countries and
employs around 80,000 people in its factories, offices, R&D facilities, and
distribution activities around the world. It is one of the largest companies
in the world, with a net revenue of $ 25.9 billion and net earnings of $3.4
billion in 2018.
Mondeléz Brazil’s offices are located in Curitiba, capital of the southern federal state of Parana. It is the 4th largest branch in the world and
the largest chocolate manufacturer. Brazilian production also takes place
in factories scattered throughout the country, Sao Paulo, Alagoas, and
Pernambuco as well as distribution centers and 11 R&D centers. The company employed more than 7000 people in November 2019.
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Step 1: The situation
In March 2020, all 150 people working in the Mondeléz office building
in Curitiba (headquarters of Mondeléz Brazil) were sent to work from
home due to the sanitary conditions and the fast spread of COVID-19 in
the area. They have remained in home office since.
In September 2020, the HR department sent an informative mail requesting all employees to come to the garage of the building to collect card
boxes with their personal items. The boxes were labeled with the employees’ names. They also had to return their badges that gave access to the
building and their offices. The company informed everyone that they were
closing the building and that there would no longer be physical facilities of
Mondeléz. The reason why this decision was taken was never explained to
employees.
Julia Gonzalez, Senior Executive Internal Auditor, has worked for
Mondélez for a several years. She is part of the Finance team, Internal
Auditors who along with the Imports & Exports department occupy a
building in Curitiba. She is one of home office’s detractors: «I don’t like it
at all: I have a 3-year-old at home and she does not understand mummy
has to work and cannot play with her or clean her when she goes to the
toilet. I have also noticed that I work much more since we have switched
to permanent home office, I start sometimes at 7 a.m and can’t stop before
11 p.m. My manager has taken some liberties to call me late at night, and I
don’t have the feeling this is fair to go on home office for good. Before
taking those decisions, we should be consulted and for some of us, this is
just hellish. I don’t think it was a good decision for the employee. There
are absolutely no regulations to prevent any case of extra hour pay, nor
private time invasion. I was counting days to return to my office, now
there is no office anymore… and the way they asked us to come pick up
our things in the garage… Oh my God…»
Considering the situation, the decision taken and the impact of the
following information, try to discuss the following questions:


Do you agree with the decision and how it was carried out?



What are the immediate consequences of this decision?



How does it influence the future of the employer-employee relationship?
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Step 2: The impact of decision
From the perspective of employees:
 What margin of maneuver does the employee have?
 What could be the long-term impacts of the decision?
 How is it possible to gain control of the situation?

Step 3: The Impact of the decision for the company


Why do you think the company made this decision?



What happens when organizations make this kind of decision without
consulting their employees beforehand?

Teaching note
The case raises the issue concerning leaders’ decisions during crisis
and at the edge of the «New Normal». The case can be used to:


Highlight impacts of strategic decisions in the «return» to the New
Normal.



Highlight the paradoxes of a strategic decision: good or bad decision?
For whom?



Shed light on the upcoming paradoxical challenges of HR as a consequence of the COVID-19 pandemic.

■ Useful resources

Mondeléz International Official Home Page: www.mondelezinternational.com.
Ruggunan, S. et al. (2020) Human resources management in the age of ‘adapt,
evolve, or die’: LSE Business Review https://blogs.lse.ac.uk/businessreview/
/2020/08/07/human-resources-management-in-the-age-of-adapt-evolve-or-die/.
Milliken, F., Kneekand, M., & Flynn, E. Implications of the COVID-19 Pandemic for Gender Equity Issues at Work, Journal of Management Studies,
57:8, December 2020.
Gigauri, I. Effects of COVID-19 on Human Resource Management from the
Perspective of Digitalization and Work-Life Balance, International Journal of Innovative Technologies in Economy, vol. 4 (31), 2020, pp. 1-11.

B R A Z I L

81
—————
T H E

F A L S E

M A S T E R Y

O F

P A R A D O X

The false mastery
of paradox
the case of Volkswagen
Medhanie Gaim
Umeå School of Business, Economics, and Statistics

Miguel Pina e Cunha
Nova School of Business and Economics

AREAS
Organizational paradox, Stretch goals, Corporate misconduct.
KEYWORDS
Volkswagen, Emission scandal.

83
—————
T H E

F A L S E

M A S T E R Y

O F

P A R A D O X

The case
In 2008 Martin Winterkorn announced that in ten years Volkswagen
would be a global economic and environmental leader among automobile
manufacturers. In what was called «Strategy 2018», VW management set
a yearly sales target of 10 million cars, which would overtake the likes of
Toyota. Central to the strategy were the diesel cars in the US market. However, unlike the European market, the US market had a tougher regulation
regarding emission, putting pressure on VW and meaning that the diesel
engine had to be clean. It also meant meeting multiple demands from
regulators aiming to reduce emissions and from customers wanting fast
and inexpensive cars. VW’s answer to meet all these demands meant
accommodating contradictory and interrelated requirements of power,
fuel efficiency, and clean emissions – a paradox.
Although it was technologically impossible to accommodate the paradox, VW claimed to have achieved the goal of producing a car that was a
fast, inexpensive, and green diesel car. In reality, they installed a defeat
device that switched on emission controls only when vehicles were undergoing emission testing. The result was that millions of VW clean diesel
cars were polluting as much as 40 times the legal limit in the US. The defeat device created the appearance that VW’s clean diesel embraced performance, efficiency, and clean emission. A publication by graduate students from West Virginia University raised attention to irregularities that
were then confirmed by the EPA and CARB in 2015. VW has since admitted cheating on emissions tests in the US and is still facing the consequences. 11 million cars had been engineered to defeat laboratory tests, 8
million of which were sold in Europe and nearly half a million sold in the
US. After the scandal, VWs response to correct the emission problem resulted in poorer performance because the technological conundrum was
not solved in the first place, the choice between power, efficiency, and clean
emission was apparent.
In the scandal, the governance structures and the management styles
of VW were central. Engineers who failed to accommodate the paradox fit
the engines with defeat devices because there was a mindset that failure
was not an option. The leadership in VW ruled by fear and intimidation of
those below them through a governance structure combining of family
control, government ownership, and labor influence, that insulated VW
from external voices and pressures. Such a governance structure and the
leadership style were among the reasons why employees had to materia-
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lize the paradoxical truth that those at the top promised resorted to
cheating instead of admitting defeat.
As a result of the scandal, the CEO resigned and others on top were
either accused, arrested, or are awaiting trial charged with fraud. Five years
after the scandal broke, the VW emission scandal is still in the headlines
with new accusations when former executives go on trial. Financially it
has so far cost VW around 35 billion dollars and there is no sign of stopping. The damage to shareholders, dealers, employees, VW’s reputation,
and the German brand is vast.
The VW emission scandal raises several interesting questions:


How did the stretch goal of accommodating performance, efficiency,
and sustainability contribute to the misconduct?



Why did engineers fit the defeat device instead of admitting failure?



How did the management style and governance system contribute
to the misconduct?

Teaching note
Interesting issues to discuss using the case also include:


How do paradoxes change in nature across levels? This is interesting because the paradox at the top was a promise of grandiosity
– a goal, if achieved would put VW executives on the top of the industry. For the lower managers and engineers, the paradoxical challenge was immense, especially for those who tried in the industry but
failed. So, the nature of the paradox was different across levels.



What does it take to accommodate paradoxes? At individual
and organizational levels, what are the conditions that must be in
place for individuals to think and act paradoxically? How do governance structure and leadership style affect matters when organizational members are presented with paradoxical goals?

■ Useful sources

Gaim, M., Clegg, S., & Cunha, M. (2019). Managing impressions rather than
emissions: Volkswagen and the false mastery of paradox. Organization
Studies. doi:https://doi.org/10.1177%2F0170840619891199.
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The case
The purpose of insurance is to protect individuals or organizations
against financial losses that are caused by a pre-agreed event (such as fire,
flooding, or illness). Insurance and reinsurance firms can offer such protection because they operate at a scale that allows them to pool the risk;
that is, they collect premiums from the many that can be used to pay for
the losses of the few. While this model generally works well where insurance firms can distribute the risk, insurers, in order to meet solvency requirements, engage in «risk-reflective pricing». This means that the price
of a premium should reflect the risk of losses. When events become severe
and frequent, such as with repeated flooding, insurance premiums may become
unaffordable for policyholders at high risk of flood, due to risk-reflective
pricing. For example, in the UK houses that are located in areas that have
been flooded many times face rising insurance premiums that makes insurance unaffordable for homeowners. This results in an «insurance protection gap» in which people who are highly exposed to a particular risk
cannot afford to obtain insurance to pay for their losses (Jarzabkowski et
al., 2018; 2019).
In order to address this protection gap, the UK government and the insurance industry established Flood Re, a Protection Gap Entity1 (Jarzabkowski
et al., 2018). Flood Re is a not-for-profit reinsurance scheme aiming to
make home insurance more affordable and available for those in flood prone
areas. Through a levy that was legislated by the UK government, the scheme
raises £180m each year from insurers, which it uses to cross-subsidize
insurance to those at high risk of flood. On the one hand, this solved the
problem of unaffordable insurance for those policyholders in flood-risk
areas. On the other hand, it meant pricing was no longer risk-reflective.
Those policyholders covered by the Flood Re subsidy were not paying a
premium that reflected their risk of loss. Seeking not to generate a situation in which those at high risk of loss became free-riders on the rest of
society, Flood Re was established with a paradoxical remit. It was to
provide subsidies for a period of 25 years, at the end of which it was to be
(1)

«the entity that brings together different market and non-market stakeholders in an
effort to address the protection gap by transforming uninsured risk into insurancebased products that can be transferred onto government balance sheets or into global
financial markets in order to provide capital for recovery following a disaster»
(Jarzabkowski et al., 2018, p. 36).
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dissolved. Flood Re was tasked with leading activities to help the market
transition back to risk-reflective pricing. This seemed impossible, since
the reason that Flood Re had been developed was because risk-reflective
pricing made premiums unaffordable to some policyholders. How could a
mission that embraced 25 years of subsidizing those at high risk, followed
by a return to risk-reflective pricing, solve the problem of unaffordable
premiums for those at high risk? Managers at Flood Re, committed to
addressing unaffordability, and also to dissolving their operation within
25 years, considered how to resolve this paradox:
What we started with [was to try to] enable availability and affordability. That’s what we started to do in the first period. And then, as an
equally important objective to managing over [Flood Re’s] lifetime the
affordability [of insurance] is to transition effectively to risk-reflective
pricing. What we’re trying to highlight here actually is that risk-reflective pricing isn’t going to be met by just upping prices. That’s not the
intent. It’s got to be by reducing average cost of claims and that’s what
[Flood Re] got to do. (Senior Manager)

This quote indicates that simply increasing premiums for purchasing
home insurance was not going to solve the problem of unaffordability in
the long term. Instead, the planned transition to risk-reflective pricing
meant that the future state of these properties had to be incorporated in
the present solutions. It would be necessary to provide both affordable
home insurance in flood-prone areas and also ensure that risk-reflective
pricing in these areas could feasibly be returned to the market and Flood
Re dissolved in the future. As a consequence, the nature of the risk had to
be changed. This was done via two vehicles. First, Flood Re developed a
paradoxical term of «affordable risk-reflective pricing» to encapsulate
both parts of their remit. This would set the tone for developing adequate
solutions without giving preference to one or the other. Second, Flood Re
incorporated into its remit measures to increase «the overall flood resistance and resilience of the UK’s housing stock» (Flood Re, 2018, p. 9).
They would encourage and support insurers of those in flooded properties
to «build back better», meaning that properties that had been affected by
flooding would be repaired in a more flood resilient way.
If we just cared about transition to risk-reflective pricing, all we would
do is spend the increased premiums and reduce the levy and save for
our statutory purpose. Because what we’ve done is given the right signals to the market. We don’t just want to do that. [Instead], we want to
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get to affordable risk-reflective pricing. Then that means we have fewer
policies in Flood Re, not because we’re reducing premiums, [but] because the underlying risk is being managed better (Senior Manager)

While it is still a long way until Flood Re’s planned exit in 2039, Flood
Re managers have taken steps to ensure their mission to «create an affordable risk reflective market» (Flood Re, 2018, p. 7). In doing so they
have transcended the initial paradox of the Flood Re mission, enabling
them to work toward a future scenario of affordable insurance for properties that will be more resilient to flood.
The case of Flood Re raises a number of interesting questions:


What do you think about subsidies across the collective set of policyholders as a means of addressing unaffordable insurance for some
individuals at high risk of loss?



In what other ways can the tensions of risk-reflective pricing and affordability be addressed?



Do you see any longer-term problems or paradoxes that Flood Re might
need to address arising from their notion of affordable risk-reflective pricing?

Teaching note
The case offers an opportunity to see how actors reframe the meaning
of their mission, shifting it from paradoxical elements that are in opposition to each other, to a mission that combines both elements. This reframing enables them to transcend the paradox of adhering to risk-reflective pricing while also providing affordable insurance for homeowners in
flood-prone areas. Of course, there is no single best way to overcome the
paradox. Students could consider other avenues for overcoming or living
with the paradox.

■ References & useful sources

Flood Re (2018). Our vision: Securing a future of affordable flood insurance.
https://www.floodre.co.uk/wp-content/uploads/2018/07/Flood_Transition2018_AW.pdf.
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Jarzabkowski, P., Chalkias, K., Cacciatori, E., & Bednarek, R. (2018). Between
state and market: Protection Gap Entities and catastrophic risk. Bayes
Business School (formerly Cass), City, University of London. https://
/www.bayes.city.ac.uk/__data/assets/pdf_file/0020/420257/PGE-Report-FINAL.pdf.
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«If everything seems under control, you’re not going fast enough»
Former racing driver Mario Andretti

The case
The hospitality industry in Italy accounts for approximately 60% of
the national tourism industry (Mordor Intelligence, 2019). In 2019 the
contribution of tourism to the Italian GDP was estimated to be around 237
billion euros (13.3% of the overall GDP) and it was expected to reach
14.3% in 10 years (World Travel & Tourism Council, 2020). In terms of
hotels and available rooms, Italy is currently the first country in Europe
and the fourth in the world with around 33 thousand hotels and 1 million
rooms, behind only the United States, China, and Japan (Ribaudo and
Franzese, 2019). Alongside this, new independent hotels, hotel chains,
and branded hotels have appeared throughout the country and the number of employees working for tourism and hospitality has increased dramatically: from 950 thousand employees in 2014 to 1.17 million in 2018 (Federazione delle Associazioni Italiane Alberghi e Turismo, 2020).
This sector has been hit by COVID-19 as one could have never foreseen. The impact has been even more severe given that Italian hospitality
relies strongly on international demand, which offsets domestic demand.
Due to the pandemic, Italy lost about 30 million tourists between March
and May 2020 only. Recent estimates from the World Tourism Organization (UNWTO, 2020) calculate that a return to pre-pandemic levels
might not happen before 2023.
Monday, March 9, 2020: The day had been long and intense. It was
8.00 p.m. and Piero Giraudi, Diamond Resort’s General Manager, was
still in the office, preparing the hotel for the high season and having a final
look at the resume of two waiters the HR manager had selected for the
breakfast buffet. He had scheduled a last-minute interview with them the
following day. The hotel would have opened its doors next week.
As he used to do, before going home he turned on the TV and searched for the national news. He almost jumped off his chair. In a prime time
news conference, as an attempt to control the spread of the coronavirus,
the prime minister was announcing severe national limits on travel. As of
Tuesday, permission would be necessary for Italians who had to move
around the country for reasons of work, health, or extenuating circum-

94
—————
P A R A D O X E S

O F

M A N A G E M E N T

A N D

O R G A N I Z A T I O N

stances. All sports events and outdoor gatherings were forbidden. A 6 p.m.
curfew on bars, at the moment in place in the northern areas, would be
extended to the whole country. It came the moment when Piero Giraudi
realized that COVID-19 had changed his life and the resort’s destiny forever.
Before the pandemic the plans and figures for Diamond Resort’s 2020
seasons were extremely encouraging. The season would have opened with
a one-week sold out edition of the world golf championship. Overall, the
new season was expected to be particularly profitable: a great portion of
loyal guests had already reserved their rooms; weddings and parties had
been booked throughout the entire summer and, thanks to the successful
marketing strategy implemented during the winter, a massive number of
new guests had booked their vacation largely in advance. Further, meaningful partnerships with tours, activities, and attractions that the resort
had recently established boded well for significant flows of foreign tourists
coming in the low season to visit the countryside and the wonderful coasts
surrounding Diamond Resort. The ambitious budget that the General
Manager had negotiating with the Board of Directors in September
seemed to be easily and quickly attainable.
After the lockdown announced by the government, the resort’s opening planned in March was cancelled, together with the entire agenda of
events and bookings. Due to the spread of the virus, the loss of the 2020
season was estimated to be around 70% of 2019 revenues.
On top of that, during the rise of the pandemic, the resort had to face
a further challenge. Because of new investments made by the holdings, in
May the resort was acquired by a new corporate entity. Piero Giraudi had
therefore to get to know the new top management, building a trusted
relationship from scratch, illustrating the plans for the future, while, more
importantly, depicting a strategy for recovering from the crisis.
Piero Giraudi had been in the hotel business for 30 years and was especially well known in the sector for his competence, leadership style, and
commitment to his managerial role. In his CV he had accumulated noteworthy job experiences in big luxury resorts located both in Italy and
abroad. Although during his career he had had to face severe world crises
(e.g. the Gulf war, the spread of the SARS epidemic in 2002), the COVID-19
emergency was raising new critical issues, questioning Piero Giraudi’s
ability to outline timely solutions.
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The case of Diamond Resort raises some questions:


How can Piero Giraudi improvise new actions to face the consequences caused by COVID-19?



How should he exercise his leadership given also the change occurring in the top management?



What opportunities do you see that Diamond Resort can seize to
recover from the shock caused by the pandemic?



What can he and his team learn from this «improvised» solutions?
Hence, what solutions could be brought in the «new normal»?

Teaching note
The case shows how difficult facing a crisis can be even for a professional with significant expertise in managing complex organizations.
COVID-19 has presented leaders with completely new challenges, requiring them to be in the system while, at the same time, be out of the system.
This is likely to help them learn from the crisis while avoiding being submerged by the adversity.
The case can therefore be used to explore the way leaders exercise resilience via improvised actions. To do so, instructors may want to explore
topics such as:


To what extent is leaders’ resilience improvised? To what extent is it
grounded on leaders’ prior knowledge and expertise?



What are the critical factors that shape leaders’ resilience? Are there
any team- and/or organization-related elements that matter the most?



How can resilient leadership translate into organizational resilience?



How can social relationships, both internal and external to the organization, affect leaders’ ability to exercise resilience?

■ References & useful sources

Federazione delle Associazioni Italiane Alberghi e Turismo, 2020. Number of
Employees Working for Tourism and Hospitality Services in Italy from 2014
to 2019. In Statista. September 30, Retrieved from https://www.statista.com/
/statistics/707003/number-of-employees-working-for-tourism-and-hospitality-italy-timeline/.
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Mordor Intelligence, 2019. Hospitality Industry in Italy – Growth, Trends, and
Forecasts (2020-2025). Retrieved from https://www.mordorintelligence.com/
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Cunha, M. P., Cunha, J. V., & Kamoche, K. 1999. Organizational improvisation:
What, when, how and why. International Journal of Management Reviews, 1, 299-341.
Giustiniano, L., Clegg, S. R., Cunha, M. P., & Rego, A. 2018. Elgar introduction
to theories of organizational resilience, Massachusetts, USA: Edward Elgar
Publishing.
Giustiniano, L., Cunha, M. P., & Clegg, S. 2016. The dark side of organizational
improvisation: Lessons from the sinking of Costa Concordia. Business
Horizons, 59(2), 223-232.
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The case 1
Velasca is a shoe making company. But a closer examination reveals a
digital native vertical brand (DNVB) that disintermediates the leather-footwear industry’s value chain with an innovative direct-to-consumer business
model.2 Velasca is a client-centric data-driven company that harnesses
organizational design and digital technologies to move made in Italy shoes
directly from producer to consumer. By skipping intermediaries (i.e.,
wholesalers), it can market shoes with a higher quality-price ratio than
firms that use conventional distribution chains. From an organizational
design standpoint, Velasca currently orchestrates an alliance involving a
logistics operator and nine co-located, small-sized artisanal manufacturers. Besides handling coordination, Velasca drives the processes of digital
marketing, omnichannel sales, customer relationship management, and
new product development.
Figure 1. Velasca shoes

Source: Velasca Courtesy.

(1)

This case is based on the following sources of information: https://www.velasca.com/;
Daood A. (2020). Made in Italy, strategia e tradizione: L’innovazione strategico-organizzativa nelle microimprese e nelle piccole imprese vitivinicole e calzaturiere tra cambiamento e «non-cambiamento». Doctoral dissertation, Sapienza University of Rome.

(2)

See «Velasca | Middlemen raise prices, we skip them» [Available at: https://
/www.youtube.com/watch?v=atlomMU_GrM] or «The Velasca journey: from our
artisans to you» [Available at: https://www.youtube.com/watch?v=Jb-69YPRNwE].
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Velasca started marketing and selling its branded shoes online in
2013, thanks to a brilliant idea and a partnership with a small-sized artisanal manufacturer on the production side and a reliable, large-sized logistics partner for handling transportation and quality control. Having
spent the first seed funding on a month-long temporary store, Velasca realized the power of omnichannel retailing and in 2014 opened its first
physical flagship store in Milan. From that point on, Velasca experienced
exponential growth: two additional manufacturers started making Velasca
shoes, and three new flagship stores were opened by 2018.
The three small-sized artisanal firms involved in the manufacture of
Velasca shoes share a similar history, and they are located in the very
same village. They are family businesses that were established between
the 1970s and ’90s. However, after a period of flourishing growth driven
by the advent of the internet and international trade fairs, they incurred
huge losses as a result of the financial crises (of 2008-2009 and 2014).
When their individual paths crossed with that of Velasca, it was like a rebirth.
They took a while to grasp the change required in the production logic
they had been used to for decades. The inverted bi-seasonal production
process (e.g., summer production for the winter collection, and vice versa)
and the related plans, programmed well in advance, were disrupted by the
new marketing logic, which required a reduction in production time and
an increase in desired product quality. In addition to the support provided
by Velasca, the logistics partner was also crucial in smoothing out the
transitional challenges: for instance, by allowing for multiple pick-ups on
a single order, it helped the three manufacturers to mitigate production
delays. The changes in each firm’s business model were functional to the
overarching inter-organizational business model innovation. However,
this was not the sole issue.
Initially, the artisans were all manufacturing the same shoe models,
but they looked quite different (as would be the case in handmade production). As well as the visible differences between pairs of the same shoe
model, competing attitudes started to emerge: the firms were running
ahead with production to obtain the next order and snatch it from the
others – to show them «who was the best.» Building on its growing product portfolio, Velasca started to order each model from a single manufacturer, thereby enhancing their production efficiency through increased
specialization and discouraging competitive attitudes. At the same time,
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by cultivating the aim of «growing together» and «being family,» Velasca
managed to promote cooperative behavior: the artisans began to help each
other when they were struggling to meet production deadlines and started
to share best practice on production techniques.
By 2021 Velasca managed to turn competitive attitudes into collaborative behavior among the three initial manufacturing firms and to involve
six new small-sized artisanal producers located in the very same industrial
district – thus meeting the tremendous demand that led the company to
open 11 flagship stores, two of which were outside Italy (in London and
Paris).
The case of Velasca raises some important questions:


Being both single and multiple? Velasca managed to turn the individualistic, competitive attitudes that emerged among manufacturing
partners into collaborative behavior by adopting solutions that simultaneously resulted in separation and unity among them at the
same time. How can organizations handle paradoxes «by design»?



Playing both small and big games? The case shows that relatively
small changes in the single firms’ business models can result in a
disruptive overarching inter-organizational business model. Can
inter-organizational alliances represent a small-change/big-impact
solution for established traditional firms?

Additional issues to be noted and incorporated in the discussion:


Being both «I» and «we»? Intuitively one might expect friction to
arise among partners of an alliance between whom differences exist,
for example in terms of size (small vs. large firms), life-cycle stage
(new ventures vs. incumbents), and the technological intensity of
the industry (low-tech vs. high-tech). One would expect to see friction arise less where there is similarity. Why does this happen?

Teaching note
The case showcases the fact that inter-organizational alliances directed at business model innovation may represent paradoxical settings
wherein individualistic attitudes emerge between partners who, in principle, are collaborating. The case indicates that such situations can be han-
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dled effectively through equally paradoxical solutions that are able to
separate the partners and unite them at the same time.
The case can be used to explore how the paradox of competitive attitudes within collaborative settings can be managed:


What are the conditions favoring the emergence of competing attitudes among the partners of an inter-organizational collaboration?



What are the organizational levers that managers/orchestrators can
rely upon to govern such situations?



What are the risks of failing to mitigate such conflicting attitudes
when undertaking an inter-organizational business model innovation process?

■ Useful sources

Cunha, M. P., Giustiniano, L., Rego, A., & Clegg, S. (2017). Mission impossible? The paradoxes of stretch goal setting. Management Learning, 48(2),
140-157.
Cunha, M. P. & Putnam, L. L. (2019). Paradox theory and the paradox of success. Strategic organization, 17(1), 95-106.
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The case
In the 2020 Olympics, the name Nelo was not exactly buzzing among
paddling enthusiasts. Nelo did not win Gold, silver, or bronze, he is not a
kayaking coach, he is not even an unlucky contender. And yet, in a sense,
he carried home 25 of the available 36 Olympic medals. «Nelo» is the brand
name of a Portuguese manufacturer of professional racing boats supplied
to 25 medalists in the 2020 Tokyo Olympics. Its market dominance in the
performance kayaking and canoeing industry then was equally impressive,
equipping 75% of all kayaks and canoes present at the competition. The
achievement was the result of a trend that started at the 2000 Sidney
Olympics when the first boats fully developed by Nelo won five medals.
The number grew to 14 in 2004, Athens; 20 in 2008, Beijing; 25 in 2012,
London; to reach an impressive 27 in 2016, Rio. By then, over 40 years
had passed since Manuel Ramos, also known as Nelo, Nelo Kayaks’s
founder and owner, at the age of only 18 started producing kayaks by
hand, from molding to finishing, so that he himself could race them in the
newly created Portuguese canoeing competitions. Manuel was one of the
first competitive canoeing enthusiasts in Portugal and ended up a five
times national champion in the early 1980s. Back then, he had almost no
one to compete against.
André Santos, an economist, and former paddler himself, joined the
management team in the early 2000s. He currently leads 190 employees,
fellow paddlers for the most part, in their daily endeavors. Nelo kayaks
continues to produce state-of-the-art boats in a semi-artisanal manner,
albeit, using unrivalled proprietary technology. The technology allows for
the design and development of on-demand, tailor-made boats matching
any paddler’s body and techniques. The customer can then test-drive and
finalize fitting in one of the company’s test and training centers. The paddler can further refine fit in loco at any one of the top world competitions.
André Santos brings to each a complete and portable workshop with a
full-fledge team of technicians, providing support to any kayaker, even
those racing competitor’s boats. «After Sidney, we knew our kayaks were
among the best but not many athletes knew them, so we started going to
the competitions with a fleet of boats for anyone to try, while providing
free technical assistance and tips on how to make the most of the kayaks
to anyone willing to listen. Little by little, they did listen.»
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Figure 1. Nelo Kayaks

Despite their international success, the company is still located in Vila
do Conde, a small fishing village in the north of Portugal. In fact, their
current location is only a few miles away from the 20 square meters rented
garage where Manuel built his first kayak. Nelo continues to focus on
kayaks and canoes, and essentially forgoes the not-so-distant rowing and
sailing boats industry. Most days, visitors will spot Manuel Ramos’s presence through his sports car parked just outside the factory. Inside, Nelo
will be roaming the workshop on his old bicycle, obsessing about maximizing quality at each step of the process. When on rare occasions he is
seen in the office area, he is sitting on a small stool by the sole naval
engineer working for him. The engineer’s job is to create computerized screen
models, continuously tweaking shell curvatures according to Manuel Ramos’
imagined designs, and then tested against formal boat building theory.
The case raises some important questions:


What constitutes success for Nelo? How can a paradoxical mindset
help with that definition?



What are his purposes and the purposes of the organization?
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Can Nelo Kayaks continue to grow while at the same time following
the ideals of its owner and visionary, Manuel Ramos? How or why
not?



It appears that Nelo isn’t maximizing profit in the way rational theories of management would predict. Why isn’t he?



The company is specialized in kayaks. For decades they have resisted
branching out to the closely linked and much profitable business of
rowing boats. When asked to explain this choice Manuel Ramos
simply replies, «we wanted to build the best kayaks and canoes in
the world». How can you defend and criticize Nelo’s approach?



Nelo Kayaks continues to carry out each production process step
and does not outsource much. If anything, they adapt cheap raw
materials and even develop some of the tools internally. It appears
that his company is not trying to maximize profit. Could a management consultant defend such an option?



Should the company try to branch out of its niche? If so, where to?
Enter mass-market kayaking and canoes related businesses? Or
should it branch out toward performance rowing boats?



How have they managed to create and keep close customer relations
despite geographical distance? How has distance helped them?

Teaching note
The case discusses how the owner articulated the goals of the firm
with his own personal goals. Since its beginnings, the firm served the personal utilitarian objective to compete with peers and the aesthetic aspiration to compete with the best. That aesthetic was grounded in the love of
the sport that brought together different elements of the organization
(e.g., fully customized production, thorough customer support, or diversification to training centers) but was also in tension with the professionalization of the firm.
The case can be used to discuss how conflicting goals, strategic
choices, and growth targets can be grounded in an aesthetic orientation.
Moreover, the case makes a good example of how top management can
deal with an organizational paradox by assuring common ground at the

K A Y A K S

108
—————
P A R A D O X E S

O F

M A N A G E M E N T

A N D

O R G A N I Z A T I O N

aesthetic level and authenticity at the executive level. To do so, instructors
may want to explore topics such as:


To what extent is authenticity related with efficacy of paradoxical
leadership?



What are the key elements in a leadership team dealing with an organizational paradox? How can user-leaders be useful in setting up
a professional management team?



How do personal goals influence firm level strategic choices? How
can those help or hinder firm growth?



How can authentic leadership translate into an authentic organization?



What is the role of practices (e.g., the everyday actions displayed by
Manuel Ramos) in managing the paradox?

■ Useful sources

5 min video (subtitled) – One day in Manuel Ramos’s life
[https://www.youtube.com/watch?v=_7WEvQRtPC0]
■ Complementary reading

Cunha, M.P., Giustiniano, L., Rego, A., & Clegg, S. (2019). Heaven or Las Vegas: Competing institutional logics and individual experience European
Management Review, 16(3), 781-798.
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The case 1
Part A – The challenge
Marion lives with her husband on his family’s farm in the hills between Zurich and Lucerne in Switzerland. She had worked in the banking
sector for more than 12 years but did not want to continue with this profession. Some time ago, she had started to retrain as a social worker. Her
husband worked as an electrician. In 2010 her family-in-law started discussing whether Marion and her husband would take over the farm.
The farm is an isolated one, located around two kilometers from the
nearest villages, near Oberrüti in the Aargau canton. Its buildings comprise the farm owners’ residence, a separate apartment where farm workers
traditionally lived, cowsheds, and barns where hay and machinery are
stored. Marion’s father-in-law had been a farmer for more than 30 years.
During that time, he had maintained the buildings and equipment required to run the farm. At first, he had been a dairy farmer with 20 to 25
cows, which grazed on half of the farm’s 22 hectares. Later, he transitioned the business to suckler cows, which received higher subsidies from the
Swiss Federation.

(1)

This case is mainly based on interviews with Marion, which profiting from her openness
and availability. We would also like to thank the other farmers involved for the
additional interviews that provided valuable background information. These interviews
allowed us to understand the general challenges that farmers in Switzerland currently face.

C O W S
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Farming is a hard business. For the family the cost of the tractors and
other machinery’s purchase and maintenance, the corn and food
supplements, straw for the sheds, veterinary visits, and transporting
market-ready calves and unfertile cows to the abattoir was enormous. In
addition, running the farm required a great deal of work. Unlike the
situation in other European countries, it is not economically viable for Swiss
farmers to hire seasonal workers to help them make hay in the spring, or
permanent farm hands to help them run the farm. Marion’s father-in-law
did most of the farm work himself, supported by his wife, who also worked
parttime in a grocery shop a few villages away. Having to deal with everything that could go wrong with the cows and their calves was not easy
either. One year, half of the calves contracted pneumonia, which meant
high veterinary costs. Following their required vaccinations, the calves often
suffered diarrhea, which resulted in additional dietary costs and even
more veterinary costs. Given these circumstances, it was unclear whether
Marion and her husband would want to take over the farm. For financial
and practical reasons, Marion’s brother- and sister-in-law had already
decided not to do so.
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Marion and her husband finally agreed to take over the farm, but only
after a comprehensive transition period. During this period, the family
made a few initial changes. They first built a stable where Marion, a dedicated rider since childhood, could board seven other horses along with her
own. This meant taking on a great deal of responsibility, but there was a
waiting list, and once the costs of the stable and feed were deducted, it became clear that horse boarding was a relatively profitable business. During this time Marion also attended agricultural school. She took classes on
conventional farming methods, but also on extensive agriculture, focusing
on plants and biodiversity. In addition, Marion and her husband attended
a consulting service for farmers, which helped them estimate the farm’s
future revenues and costs. During this time Marion also worked as a social
worker two to three days per week, while her husband continued with full
time work as an electrician. They employed her in-laws to do most of the
day-to-day work with the cattle.
In 2018, when Marion and her husband took over full responsibility
for the farm, they gained full access to the farm’s accounts. When running
a few financial analyses, Marion soon discovered that holding suckler
cows was highly unprofitable. The meager profits that the farm turned
came from the Federation’s subsidies and Marion’s new horse-boarding
business. At this time, the Swiss Federation started redirecting its subsidies from meat to plants (see Appendix 3), in keeping with its ecological
criteria, which reduced the subsidies for suckler cows. During 2018 and
2019 the couple had to subsidize the suckler cow business by using the
salaries they earned with their work outside the farm. It was difficult for
the parents-in-law to accept the harsh reality that keeping cattle had become a loss-making business. They doubted that the changes made to the
farm would pay and frequently interfered with the day-to-day activities.
Nevertheless, even they could no longer deny the need for more substantial changes to keep the farm afloat.
In June 2019 one of farm’s oldest suckler cows was scheduled for
slaughter. Marion felt deeply uncomfortable when watching the cow being
loaded onto a truck. In the following months she stopped eating meat and
increasingly questioned the cattle business. She asked herself what they
could do to avoid having to send their cattle to the abattoir. Aside from
making her unhappy, the cattle business could no longer sustain the farm.
She started thinking about new businesses that she could build to make
the farm viable in the future. Marion and her husband visited Hof Narr in
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Egg (see Appendix 1) for inspiration and fresh ideas, as this is a farm
where animals are held, but not monetized. There are other inspiring
models in Switzerland: The Jucker Farm AG in Aathal-Seegräben (see Appendix 2) is a company running four farms with a portfolio of businesses
centered on plants, ecology, education, and catering. Marion also familiarized herself with the Federation’s system of farm subsidies (see Appendix 3). Her goal was to develop a portfolio of business activities to help her
sustain the farm in the future.

Part B – The solution
Marion first did an inventory of the available skills and resources that
she could leverage. These included her skills, but also the farm’s assets.
Her prior banking experience had given her the skills required to develop
and evaluate new business models, while her job as a social worker had
taught her how to deal with children, as well as to educate and guide
groups of people. She had also gained new skills by attending agricultural
school. Her husband is familiar with everyday life on the farm and works
as an electrician, while his parents still live on the farm and have long
experience with traditional Swiss farming methods and know the subsidy
system well. The farm is the most important asset. Cattle and horses are
kept in its sheds and stables, but given the size of the land, there are many
meadows. Further, the farm’s remote location is both a problem and an
opportunity: While it takes time to get there, it is still only a moderate
driving distance from some of Switzerland’s larger cities (Zurich, Basel,
Berne, Lucerne, and St. Gallen), but remote enough for urbanites to be
interested in it as a destination for excursions or days out.
In a second step, Marion ruled out several ideas that did not seem viable, or which required skills or assets that she and the family couldn’t
provide. The visit to Hof Narr inspired Marion and her husband who decided to keep 16 suckler cows on their farm, although only eight are required to fulfil the Federation’s requirements for obtaining farm subsidies. The couple really wanted to prolong the history of suckler cows on
their farm, but no longer have them impregnated. The latter was a very
deliberate decision that ruled out receiving subsidies for merely raising
calves. Marion does not want to rely on donations and is keen to also generate revenues not based on subsidies. She has decided against growing
her horse-boarding business, since it entails a lot of work, leaving little
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time to work on other business ideas. Furthermore, if she were to focus
fully on the horse-boarding business, this would increase the family’s risk
if something were to go wrong. Similarly, the couple has decided not to
rent parts of their land to other farmers, as this would leave them with less
space to try out new ventures. Financial constraints further prevent the
couple from attempting some potential businesses, since their salaries are
already used to cross-subsidize the farm. This will have to stop soon. They
simply do not currently have the option of investing heavily in new buildings or machinery.
In a third step, Marion started developing and testing a range of new
businesses. Some of these are already up and running, while others are
still in the pipeline for future implementation. At this early stage, Marion’s
main goal is to gain experience and to decide which businesses she should
develop further. Besides the horse-boarding business – currently a mature
activity in the farm’s portfolio – Marion has explored the following new
activities:


Education & events: Marion started hosting workshops for an agricultural school, as well as for several Zurich-based IT companies
interested in informing their employees about farming and ecology.
Marion also started hosting other events, such as parties at which
vegetarian dishes are served. Since Swiss public schools receive
public funding for excursions to farms where the students are
taught about agriculture, she has hosted two schools’ students and
intends to expand her services to other schools. Her social work
background helps her build credibility with her customers and run
these events. Although these events contribute some revenues, they
are not yet steady enough to truly support the farm. However,
Marion is confident that she can extend these activities further in
the future to ensure a steadier source of income.



Biodiversity: Marion and her husband have started cultivating
plants (instead of cattle), promoting biodiversity, and growing fruit.
The 90 fruit trees currently on the farm are almost too many for
them to harvest alone. However, such biodiversity activities mean
that the farm qualifies for larger Federation subsidies. The couples’
knowledge of agriculture and the Swiss subsidy system are therefore
extremely valuable for their new activities.

C O W S

116
—————
P A R A D O X E S

O F

M A N A G E M E N T

A N D

O R G A N I Z A T I O N



Corn & grain: The couple focused more on growing corn. Feeding
cattle and pigs corn allows these animals to grow rapidly. Since their
suckler cows do not need to bulk up quickly, they now mostly sell
their corn to farmers in the vicinity. Besides corn, they have also
started growing other grains, with a greater distance between the
plants and without the use of artificial fertilizers. They have started
to work with Urdinkel – a Swiss brand focusing on the marketing of
ancient types of homegrown organic Swiss grains – to sell their
grains through this channel. Once again, Marion’s new agricultural
skills are helpful.



Food products: Marion has started making pasta at home and is
thinking about buying a stove with a bigger oven so that she can
bake many loaves of bread at one time. She is still contemplating
how to commercialize these food-related activities by accessing customers directly, since the farm is relatively far from any major cities
and towns. One idea is to use these culinary activities to support her
event-planning business in the future.

Right now the farm is financially sustainable, but does not turn a big profit.
Her prior banking experience helps Marion evaluate and improve the different businesses’ profitability. The three main revenue streams are currently
subsidies for the farm’s biodiversity activities, fees from the boarding of
horses, and the sale of corn and grains to Urdinkel and neighboring farms.
To date, Marion still works as a social worker two days per week, while her
husband works as a fulltime electrician. However, the farm’s growing
business activities may soon allow the family to be more independent of
their outside earnings.

Teaching note
This case illustrates how businesses need to balance stability and
change in their development over time. We learn how Marion and her
husband draw on existing skills (e.g., Marion’s financial and social work
skills) and assets (e.g., the farm’s meadows and buildings), which are part
of the farm’s heritage, when they face (external and internal) change.
However, the case also shows the need for such businesses to develop or
acquire new skills (e.g., Marion’s new biodiversity or event planning
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skills) that can be combined with existing ones to create new business activities. Furthermore, this case shows how these new business activities
could enable further growth and development to help sustain a business in
an altered competitive landscape.
The case can therefore be used to explore the paradox of stability and
change in businesses. This paradox arises from stability and change being
necessary for successful development, although these dual needs are also
contradictory and, therefore, difficult to reconcile. Addressing the resulting tension requires a careful balance. For example, Marion maintains
those parts of the business that perform well (e.g., the horse boarding),
while simultaneously developing new activities to not only develop new
skills, but to also strengthen the existing ones.
This balancing approach is part of her vision to build a portfolio of
related businesses. Expanding through such «growth around the core» to
closely adjacent new territories is a way of balancing stability and change
in business’ development. Marion has progressed at a pace that does not
outstrip the farm’s development, thereby ensuring that she does not deplete her limited resources. She started with small-scale trials that do not
consume much time or money, but allow her to explore a number of options,
only subsequently deciding whether to scale these options or not. She explicitly avoided activities that are too far outside her expertise and focus.
Instructors could explore these topics conceptually by leading the
class discussion on the following consecutive questions:


How would you describe Marion’s main challenge?



What are the limitations that she faces when developing new business opportunities?



What existing skills and assets could she use when developing new
businesses?



How could she build new capabilities, and which would be the most
promising?

In the next step, the participants could be organized into groups to
develop a plan for growth. Their assignment task is to propose a portfolio
of new business activities and a high-level roll-out plan for the farm. One
or two groups could then present their ideas in class. The instructor
should lead the discussion by sensitizing the participants to the key challenges of balancing stability and change, such as the need to pursue the

C O W S

118
—————
P A R A D O X E S

O F

M A N A G E M E N T

A N D

O R G A N I Z A T I O N

right extent and pace of change, the need for an integrated vision, and the
need to respect the business’ resource and time constraints.

Appendix 1: Lebenshof
Life farms (German, Lebenshöfe) (formerly also called «mercy farms»
or «animal rescue farms»), offer a second chance primarily to farm animals,
but also to other animals from factory/mass livestock farming, destined
for slaughter, or abused or homeless ones. These animals usually remain
on life farms until they die a natural death. Life farms focus on the belief
that humans have no right to inflict suffering on animals, and on the rising
awareness of the problems associated with the consumption of animal
products. Normally, life farms serve no commercial purpose. However,
Lebenshöfe are also used as training centers by providing farm tours, workshops, lectures, and youth camps. They are mostly self-financing, meaning
that the farm operators usually have an additional occupation. In addition, life farms receive income from donations, animal sponsorships, and
membership fees. A life farm can be organized in many ways, for example
by establishing an association or foundation for its support. Life farms
usually do not receive public funding or subsidies to nurture their animals.
Examples of Lebenshöfe in Switzerland: Felsentor Foundation, Hof
Narr, Hof zum Regaboga, Kuhgnadenhof, Stinah, Treffpunkt Tier-Mensch,
and Vaikuntha.

Appendix 2: Jucker farm AG
Jucker Farm AG is a company that runs four experience farms in
northern and central Switzerland: Juckerhof in Seegräben, Bächlihof in
Jona, Spargelhof in Rafz, and Römerhof in Kloten. These four farms are
popular destinations for trips and are often used as event locations for
Christmas parties, corporate events, seminars, and weddings. Jucker
Farm AG also organizes its own annual events program.
Jucker Farm AG generates revenues by producing a variety of fruits
and vegetables, which is then processed in the Hof-Manufaktur or the
Hof-Bäckerei. The produce is subsequently sold in their farm stores,
served in their restaurants, and/or delivered to various retailers (e.g.,
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Coop, Globus, Farmy.ch). The Jucker Farm AG’s goal is to grow and process as much of its produce as possible. This strategy allows it to control
the entire value chain from the seed to the final product in the store, and
to optimize it in line with its sustainable farming guidelines.
The Jucker Farm gives all its website visitors access to its Farmticker,
which reports different types of news on what is happening on these farms
and provides background information (e.g., why one should use a compost tea instead of pesticides; a study of «good» vs. «bad» apple varieties,
etc.). It is also active on social media (Instagram, Pinterest, Facebook, and
YouTube) and recently launched the podcast Farm Talk: From the Country to the City, which covers a variety of agricultural topics with a focus on
the question: Where does our food come from?

Appendix 3: Development of direct
subsidies in Switzerland
Direct subsidies are a central element of Swiss agricultural policy and
are based on Article 104 of the Federal Constitution. Currently, there are
seven types of direct subsidies:


Cultural landscape contributions to ensure that the cultural landscape
remains open;



Security of supply contributions to ensure a secure supply of food
for the population;



Biodiversity contributions to maintain and promote biodiversity;



Landscape quality contributions to maintain, promote, and further
develop diverse cultural landscapes;



Production system contributions to promote nature-, environment-,
and animal-friendly forms of production (e.g., organic and integrated
production);



Resource efficiency contributions to ensure the sustainable use of
natural resources; and



Transitional contributions to ensure socially acceptable development.

Fulfilling the requirements of the ecological performance certificate is
a prerequisite for obtaining direct subsidies. The requirements of this cer-
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tification process include needs-based fertilization, the appropriate use of
plant protection products, the minimum required areas for ecological
compensation, suitable crop rotation measures, and soil protection measures. Each year, the federal government pays farming families approximately CHF 2.8 billion in direct subsidies.
Between 2005 and 2013 federal contributions in favor of biodiversity
increased gradually from CHF 150 million to CHF 240 million per year.
With the changes in the biodiversity subsidy strategy in 2014, expenditures jumped to CHF 365 million, increasing gradually to CHF 411 million
in 2018, which represents 15 percent of all federal subsidies. Farmers receive these subsidies for conserving and promoting biodiversity in their
fields, meadows, and orchards, which promotes species and habitat diversity.

■ Useful sources

O Reilly, C. A. & Tushman, M. L. (2004). The ambidextrous organization.
Harvard Business Review, 82(4), 74-83.
Raisch, S. & Von Krogh, G. (2007). Navigating a path to smart growth. MIT
Sloan Management Review, 48(3), 65-72.
Zook, C. & Allen, J. (2003). Growth outside the core. Harvard Business Review, 81(12), 66-73.
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The case
Imagine you are the CEO of a company that manufactures flooring
products that have a significant negative impact on the environment and
on people’s health due to their being made and installed using unsustainable petroleum-based fibers, padding, adhesives, and further dyed and
treated using toxic chemicals. Your competitors are ignoring the issues as
there are no viable alternatives, recognizing that it is simply the nature of
the industry. The tension here is between profitability and environmentalsocial impacts. What is the right thing for you to do in this situation?
This was the problem confronting Ray Anderson, founder and CEO of
Interface Inc., one of the world’s largest manufacturers of modular carpet
for commercial and residential applications and a leading producer of
commercial broadloom and commercial fabrics. Ray had made his fortune
by recognizing early in the 1970s the potential of free lay carpet tile as a
revolution in commercial floorcovering for modern open plan offices,
founding Interface in 1973, and bringing the carpet tile concept to America.
But just over two decades later, in 1994, Ray was confronted with a dilemma
when a customer asked what his company was doing for the environment.
Realizing that he didn’t have a satisfactory answer to this question, operating in one of the most polluting industries, Ray set out to address
Interface’s environmental polluting problem, considering various options.
One way of looking at the problem was for Ray to see it in terms of a
dualistic tension, explaining the situation in terms of binary categorizations operating as two separate forces: one good, the other bad; one right
the other wrong. Such a view would suggest that Ray’s choices are to either stay in a polluting industry, or to get out; either by transitioning to a
different product or shutting down the businesses (which would also lead
to employee lay-offs). Another option was for Ray to view the problem as a
paradoxical challenge, approaching the tensions in terms of synergy and
trade-off. Synergy represents a higher-level articulation of opposites that
transforms tension into complementarity.
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Questions for discussion 1


What are the opposing tensions that Ray must address in this case?



What are the strengths and limitations, threats and opportunities
that become apparent from analyzing the case according to a dualistic or a paradox lens?



Which of these approaches offers Ray the greater scope for progressive action?

Ray’s response
Ray challenged the Interface organization to transform the business
inside and out, finding every opportunity to adopt more sustainable practices, launching Mission Zero. The company’s «Mission Zero» initiative
sought to achieve zero carbon emissions and use of virgin materials by
2020 through «seven fronts» (Stubbs and Cocklin, 2008, p. 109): (1)
«eliminate waste» by making use of recycling, (2) «produce benign emissions» with no negative environmental impact, (3) use «renewable energy» as a substitute for energy from finite sources, (4) «close the loop»
by redesigning products and processes into a cyclical flow of resources, (5)
use «resource-efficient transportation» by reviewing plant locations and
promoting telecommuting, video-conferencing, email use over travel and
offsetting freight emissions, (6) practice «sensitizing stakeholders» by building a community of stakeholders who are aware of sustainability issues,
and finally (7) «redesign commerce» from a products based to a services
based model by buying back used flooring materials to facilitate customers
in recycling their flooring products when refurnishing their businesses
and homes. Anderson explains the overall vision of the company’s longterm strategy:
If we’re successful, we’ll spend the rest of our days harvesting yester-year’s
carpets and other petrochemically derived products, and recycling them
into new materials; and converting sunlight into energy; with zero scrap
going to the landfill and zero emissions into the ecosystem. And we’ll be
doing well... very well... by doing good. That’s the vision (Anderson,
2009, 1).

Interface’s environmental initiatives have had a positive impact not
only within the organization, but in changing practices across the flooring
industry more broadly. In January 2019, ahead of its 2020 target, the
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company announced «Mission Zero Success» having achieved net zero
impact across its operations. Interface has set a new Climate Take Back
challenge, aiming to become carbon negative by the year 2040.

Questions for discussion 2


What are the opposing paradoxical tensions that Ray has challenged
the Interface team to integrate?



What are some of the paradoxes embedded in the adopted strategies?
(i.e. waste used as a raw material, notions of «benign emissions»,
«renewable energy», «tele-commuting», etc.).

Teaching note
The case discusses the importance of articulating business and sustainability dimensions as part of the same process. As discussed by Hahn
and his co-authors (e.g., Hahn et al., 2015) sustainability is not a linear
journey. Rather, it involves many contradictory choices with paradoxical
attributes.
The case is especially useful for discussing the reasons why sustainability may be used as a source of innovation and differentiation. In this
sense, instead of imitating competitors because of the lack of alternatives,
the case can be used to discuss paradox as a source of competitive advantage.

■ Useful sources

Anderson, R. C. (2009). Sustainability and the Bottom Line: The Responsible
Collusion of Economics, Social Responsibility, and the Environment. The
Journal of Values-Based Leadership, 2(1), 2, pp. 1-8.
Hahn, T., Pinkse, J., Preuss, L., & Figge, F. (2015). Tensions in corporate sustainability: Towards an integrative framework. Journal of Business Ethics,
127(2), 297-316.
Interface (2019) Interface announces Mission Zero success, commits to Climate
Take Back (November 4th) Available at: https://www.prnewswire.com/
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/news-releases/interface-announces-mission-zero-success-commits-to-climate-take-back-300949740.html.
Kwun, A. (2019). How a carpet maker became an unlikely hero of the environmental movement. Fast Company (January 2nd), online: https:// /www.fastcompany.com/90235407/how-a-carpet-maker-became-an-unlikely-hero-of-the-environmental-movement.
Stubbs, W. & Cocklin, C. (2008). Conceptualizing a «sustainability business
model». Organization & Environment, 21(2), 103-127.
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«Paris has the Harry’s Bar, Singapore has the Raffles and New York has
the McSorley’s Saloon, Faial in the middle of the Atlantic has Peter’s
Bar, where solo sailors meet.»
In Associated Press, Patrick Reyena, 1986.

The case 1
Peter’s Café Sport, in the Azores, could be just another coffee house.
Founded in 1918, it became a landmark for yachtsmen who cruise the
Atlantic. It serves as a bar, restaurant, information office, currency exchange,
meteorological delegation, and sometimes house of mercy, thus becoming
a symbol of genuine friendship for all those who drop by.
Figure 1. Peter’s Café

Source: Peter’s Café Courtesy.

(1)

This case is mainly based on the following sources of information: https://inteligenciacoletiva.expresso.pt/sociedade/2020-12-07-La-resistance-acoriana-ajudou-centenas-de-navegadores-proibidos-de-desembarcar; and https://www.petercafesport.com/.
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In March 2020 the World Health Organization declared the coronavirus outbreak a pandemic. As of January 2021, more than 99.2 million
cases have been confirmed, with more than 2.13 million deaths attributed
to COVID-19. When the world closed, the third-generation owner of the
case study organization, his two sons, a nephew, and two employees took
themselves into the unknown. «Café Sport has always been a welcome
symbol for navigators, they were the ones who designed us over the years,
and when all the ports in the world closed their doors, we continued to
receive them.» Water, food, socks, and even pregnancy tests were taken to
the crew of hundreds of vessels anchored off Horta’s port. They naturally
started to help and were the only ones in the Azores to provide support.
Word-of-mouth did the rest, and soon there were little pieces of paper
with the manager’s phone number circulating in the Caribbean for the
crews to call when they would get to Horta. In five months, they helped
the crews of 800 boats. The feat made news in May in «The Guardian».
They call themselves «la resistance crew» and their slogan is, «if there’s
something strange in your neighborhood, who you gonna call?»
Before the pandemic, Peter’s Café Sport sold around 500 servings of
gin daily; now they are lucky if they manage to sell 20.
The case of Peter’s Café Sport raises several questions:


Is there a business opportunity for Peter’s Café Sport arising from
the pandemic?



Can Peter’s Café Sport modify their business model to take full advantage of this opportunity? Can they make it work? What dimension
needs to change to meet this challenge?

Additional issues to be noted and incorporated in the discussion:


Peter’s Café Sport has historically been a safe haven for sailors, with
a reputation of kindness, solidarity, and friendship. With the pandemic, they improvised and adapted the business. Should this be a
temporary adaptation or a new business? If it is a new business, will
they generate cynicism rather than goodwill? Why?
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Teaching note
The case shows that even well-established businesses face unexpected
difficulties. When it happens, managers can keep business as usual, or
they can quickly adapt. This adaption, unplanned but deliberate, is called
improvisation. The case illustrates the benefits of improvisation not as a
substitute for planning but its complement, to be activated in moments of
urgency.
The case can be used to explore the paradox of planning and improvisation in organizations. Instructors may explore topics such as:


Why do plans imply improvisations?



Can improvisations be planned or prepared?



Can improvised actions be used to refresh a business model?



What are the risks of improvisation in terms of, for example, an organization’s identity?

■ Useful sources

Cunha, M. P., Cunha, J. V., & Kamoche, K. (1999). Organizational improvisation: What, when, how and why. International Journal of Management
Reviews, 1(3), 299-341.
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The case
Sunny morning in downtown Lisbon
Another sunny morning in downtown Lisbon and Johanna couldn’t be
prouder. Just a couple of years back she had become a co-owner of one of
the locations of the most trendy coffee-shop franchises in Europe,
«Swoop!». Together with her business partner Diogo, and with some family help, she had successfully beat the competition to serve one of the most
popular and affluent neighborhoods in Lisbon. The Swoop! franchiser was
quite demanding and rigorous, monitoring the activities of all its franchisees, from quality control to pricing and advertising.
Despite initial financial difficulties, the old «location, location, location» marketing adage seemed to be working after all. The renovation investments were now almost paid off and in their spare time Johanna and
Diogo talked about the possibility of expanding to a second location in
Coimbra.
As Johanna approached the coffee shop that morning, she noticed an
unusually high number of customers already lining up to the front door.
«Success!» she thought. «Our new spiced mocha is a hit.» Before having a
chance to approach the door and start serving the eager customers, her
phone rang. It was Diogo:
«Johanna, have you opened the café yet?»
«Almost! And you won’t believe what is happening.»
«I know what is happening. Drop everything and come to my place
immediately. Whatever you do, do not open the café».
Johanna was dumbfounded by Diogo’s request, who had left the call
providing no chance for a rebuttal. As she turned her eyes away from the
phone and back to the storefront, Johanna realized Diogo’s urgency. The
line forming at the door was long alright; but it was not made up of eager
customers. It was made up of protesters. Johanna grinned and slowly
made a retreat to go meet Diogo.

Advertising campaign… gone right?
«There is blundering and then there is this!» Diogo said in an urgent
tone. «I knew it would backfire, and I think we’ve got our answer.» Diogo
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was referring to the recent fliers they had distributed across Lisbon. The
fliers featured various actors, each explaining why Café Swoop! was their
preferred coffee shop in Lisbon. One of the fliers, however, had generated
an argument between Diogo and Johanna. If featured a family of women
stating that the Swoop! coffee shop made them feel welcome and at home.
Diogo was afraid the whole thing would backfire, whereas Johanna was
hoping it would attract attention.
And it had. More than 20 protesters were now lining up in front of
Swoop!, effectively stopping operations for the day, and one employee had
already texted Johanna about the flier, stating that it was «irresponsible»
and «just plain wrong.»
Diogo was flustered. On top of a sinking feeling that their operation
was no longer, he did not remember approving the flier, although Johanna
insisted he had. «This is just a small misunderstanding; don’t you remember giving me the go-ahead?» Johanna asked. «I gave the go-ahead for the
fliers, but not this specific one» retorted Diogo. In his mind, the «small
misunderstanding» probably meant the end of the whole operation.

A question of principle
On top of the business impact of the flier, Johanna and Diogo also had
opposing views on the content of the flier. Diogo saw it could advance society’s norms, even though he felt it had been a terrible business decision.
Johanna, on the other hand, was a bit uncomfortable with the flyer’s content, but she still believed it could be great for business. Johanna and
Diogo appreciated the irony of the situation.
«Isn’t this crazy?» asked Johanna. «Above all, I thought you’d be
happy about our “societal intervention”…»
«Not at the cost of out shop» replied Diogo. «Never mix up business
and values!... The role of companies is to make money; not to change society’s norms! We cater to society’s needs; we do not go about changing
them.» continued Diogo.
Johanna interrupted: «Look, the TV!» Morning news was on, and the
show was covering the protest live. Swoop! had made it to national television. Diogo’s mood was visibly changed. He checked his phone and sure
enough, Swoop! was trending in all social media channels.
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«You’re a genius!» Diogo told Johanna. «Our sales are going to triple
after this!»
Johanna was elated but also confused by Diogo’s ability to separate
business from values, as she was also getting a feeling of having «sold
out». Just then, her phone rang. «It’s Masie» – Johanna said apprehensively – «from Swoop! headquarters.»

Discussion questions


How do you feel about the flier campaign? Articulate one or two reasons to support it or criticize it.



Revisit the previous question, this time from the point of view of
someone who has opposing views to yours about the flier in question. What reasons would that person provide for/against the campaign?



Should companies serve customers’ needs and values first and foremost, or should they also have a role in steering society’s values?

Teaching note
The case discusses a fictional Café Swoop! But is based on real cases,
such as the one reported in the news piece «Russian LGBT+ community
dealt blow after supermarket pulls lesbian advert.» (Seddon, 2021).

Teaching objectives
Swoop! is a case about the intersection of business goals and personal
values. It aims to foster debate about the following issues:
 The role of companies in society.
 The tensions between organizational orientations.
 The freedom and responsibilities of business managers.
 The relations between managers’ views and business actions.
Teaching goals include:


Clarifying different views on firms’ societal responsibilities.



Outlining responsibilities of managers to different stakeholders.
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Providing insight into the effects of societal intervention by companies.



Problematizing the paradoxical tensions between different groups of
stakeholders.

Proposed class structure
We discuss three discussion topics below, which progressively deepen
the discussion toward the underpinnings of the questions in the case.

Company responsibility
A possible way to start the lecture is to ask three students to briefly
answer the three discussion questions laid out in the case. A small grid
with the results can be added to the whiteboard. Students may converge
on the appropriateness of the flier as well as on the idea that companies
have a societal role.
After taking down students’ views, it is probably useful to visit the
following question:


«If our company always says the right thing and communicates to
society in ways we think are best, will our business thrive?»

Some students will be tempted to answer with an emphatic «yes», but
this is easily contradicted by imagining a manager who has niche preferences and offensive views. It’s unlikely that businesses will always benefit
by advertising the owner’s views. This opens up the idea of paradoxes and
tradeoffs: a company may not always want to intervene in all that it can. It
has a responsibility to a number of stakeholders, including its investors
and employees. These are not just moral responsibilities: many of them
are legally binding. This is a good time to ask students what they think
headquarters will tell Johanna on the phone call mentioned at the end of
the case.
This is a good time to put forth the first message, which is that businesses have responsibilities, and these tend to vary with firm size and
other factors. Societal intervention may come at the risk of failing to pay
salaries. As for Swoop!, it appears that Johanna and Diogo did not ask
headquarters about the campaign, and may be lucky to keep their franchise, given the authoritarian description of the franchiser mentioned
near the beginning of the case.
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Company goals
After company responsibility is discussed, posing the following question may be useful:


«Is the sole role of firms maximizing profits?»

This is an old debate in many fields of study. Classical and recent
views can be found in Friedman (2007) and Shin et al. (2021). While most
students will feel comfortable with a simple «no», there is a chance for the
lecturer to play the devil’s advocate: while it is easy to provide a negative
answer to the question, it is much harder to explain «why» in a compelling fashion.
Here are a few possible reasons that find easy rebuttals:

Reason against profit
maximization

Rebuttal

Solely maximizing
profits isn’t ethical.

Companies should maximize shareholder welfare.
Then, each shareholder can be ethical with the returns
of her investment. It’s not for the company to cater
to each shareholders’ individual ethical system.

Profit maximization
leads to resource
depletion.

There are rules and regulations established to prevent
this. As long as the company abides by them,
it is doing its work properly. It’s up to the authorities
to draw those regulations, not companies. Besides,
if we don’t do it, our competitors surely will.

Companies have an
opportunity to do good
while doing well.

It’s better to leave it to shareholders to decide what
is good for society.

Corporate Social
Responsibility (CSR)
is good for company
profitability.

This is a confusing statement, but easy to unwind:
If CSR is indeed profitable, then companies should
pursue it. If it is not, then companies should shy away
from it.

Profit maximization
likely leads to a bad
working environment.

If the environment is bad, employees will leave,
and we will have not maximized profit. If on the other
hand they stay, it means we’re still providing better
conditions than the competition, while returning our
investors their money.
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It may be worth explaining that this is also a legal issue. Depending on
the specific country and region, the law sometimes describes firms’ sole
purpose as the maximization of shareholder welfare. While there is room
for interpretation, it is unlikely that polluting natural resources – for
example – maximizes shareholder welfare. Thus, the term «maximizing
shareholder welfare» needs to be interpreted in light of market practices
and shareholders’ expectations. It is a legal grey area.
Finally, there are at least two strong arguments in favor of students’
likely view that firms should not always maximize profits, but they may
not be the first ones to come to mind.


When companies are privately-held: in this case, it’s the owner’s
capital that is being used to operate the company. As long as no misrepresentation takes place (with employees, for example), then the
company can intervene freely, within legal regulations.



Companies (and other institutions) act as ways of coordinating resources: even if a number of shareholders want to renovate a national park, it will be extremely challenging to coordinate donations
credibly and ensure that these are well managed to pursue this goal.
Because companies have centralized resources, they may be more
efficient in addressing shareholder concerns that require coordination.

Of course, the instructor may choose to include other points of view.
The case can be used, in summary, to problematize the tensions,
tradeoffs, and paradoxes between organizations and society. Given pluralism
and competing interests, as the case discusses, addressing the motives of
one group can collide with the interests of another group. It might be
considered that segmentation can lead to clarification but the values and
ethical considerations associated with the decision can still lead to contestation. Paradox theory helps to clarify these tensions, but it does not
offer prescriptions.
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