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MANAGEMENT LIES AT THE INTERSECTION OF
PARADOX THEORY AND STAKEHOLDER THEORY

ABSTRACT

One of the fundamental and recurring issues in performance management is the adoption of
a simplistic, short-term, narrow, metrics-oriented approach which often results in unintended
negative outcomes, some of which could be disastrous. This paper makes the case that the key to
preventing this syndrome lies at the intersection of paradox and stakeholder theories. Both
theories encourage a more complex, long-term, holistic, balanced approach to management.
Stakeholder theory focuses on addressing the many (sometimes conflicting) goals of multiple
stakeholders, and paradox theory provides insights into how this challenging task (i.e., of
simultaneously addressing multiple conflicting priorities) can be accomplished. Thus, the former
provides the ‘what’, and the latter, the ‘how’, of effective organizational performance
management. Accordingly, the literature at the intersection of both theories (comprising 69
scholarly outputs), was reviewed, and in so doing, identified seven domain areas and 21
constructs, all of which implicitly deal with either performance management or its
communication, thereby lending support to this paper’s thesis. The implications of this review
for both theory and practice, including the role of paradoxical cognitive mechanisms, is

discussed.
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Effective organizational performance management has proved to be one of the most
enduring management challenges. Organizations tend to apply the well-established management
practice of management by objectives (Drucker 1954; Odiorne 1965) which is based on two
commonsensical premises, i.e., “what gets measured is what matters” (Bevan and Hood 2006, p.
517) and “measuring outcomes leads to better outcomes” (Grizzle 2002, p. 363). And although
these premises and their underlying intuitions are solid, managing by metrics could, and often
does, lead to negative outcomes. The downside of focusing largely, if not exclusively, on a
narrow set of short-term performance metrics (cf. targetology, Rouse 1993) is well-established in
the management literature (e.g., Bevan and Hood 2006; Brownell and Hirst 1986; Smith 1993
and 1995). This downside includes unintended negative outcomes such as, mistakes (Brewer
2018), corruption (Ashforth and Anand 2003; Pinto et al. 2008), and gaming (Radnor 2008).

A recent example of these negative consequences is the resignation of the United Kingdom
Home Secretary Amber Rudd on April 29" 2018 after an official memo was discovered which
showed that she was aware of targets for the deportation of illegal immigrants even though she
had earlier denied the existence of such targets in the British Parliament. On the same issue, even
more recently, a Home Office asylum caseworker codenamed ‘Alex’ has claimed that because
management were obsessed with unachievable ‘stats’, staff had to work so fast that their
decisions to deport were a ‘lottery’ (i.e., more based on chance than on proper analysis) which
may have resulted in innocent people being sent home to their deaths (Brewer 2018).

And though it is tempting to dismiss this as politics and bureaucracy as usual, metrics-
related pressures have also resulted in individual-level negative consequences in the supposedly
more noble profession of academia. The pressures of the “publish or perish” (de Rond and Miller

2006; Miller et al. 2011) performance management model has resulted in an increase of unethical



methods to achieve publishing targets. These unethical methods include plagiarism, data
duplication, and statistical irregularities as in the case of Ulrich Lichtenthaler (Retraction Watch
2012, 2014) or even completely fabricating data like Diederik Stapel did (Bhattacharjee 2013).
And when the key metric is not publications, it is grant income, and excessive focus on that too
can be tragic. For example, in 2014, Stefan Grimm, professor of toxicology in the Faculty of
Medicine at Imperial College London committed suicide because he could not cope with the
pressure of (and perceived consequences of not) achieving his grant income target (Parr 2014).

And it is not just individuals who are impacted. The negative unintended consequences of
an excessively metrics-oriented performance management are also felt at the organization- and
economy-levels. For instance, incentive compensation and emphasis on short-term profits are
among the causes of accounting scandals (Ball 2009) that have sometimes resulted in
organizational deaths e.g., Arthur Andersen, Enron, Parmalat, and Satyam Computer Systems.
Similarly, perverse incentives were among the structural causes of the 2008 financial crisis
(Coval et al. 2009; Crotty 2009).

This begs the question — if the negative consequences of a narrow, excessively metrics-
oriented performance management system are well-known, and its antidote, i.e., a broader, more
holistic and balanced-across-multiple-goals approach (e.g., Kaplan and Norton 1996; Dodd and
Favaro 2006), is well-established — why do practitioners continue to make the same mistakes?
There are two potential rationales. First, the perceived primacy of a single stakeholder (typically
the shareholder) and consequent focus largely on the one (or few) metrics that matter to that
stakeholder (typically, earnings or shareholder value). Second, the complexity (both cognitive
and behavioral) of attempting to address multiple, sometimes conflicting priorities. The first

rationale is consonant with the view advocated by scholars who claim it is logically impossible



to maximize in more than one dimension, and social welfare is maximized when each firm
maximizes its total value (cf. enlightened value maximization, Jensen 2001). And with regard to
the second rationale (i.e., simultaneously trying to achieve positive results on two conflicting
dimensions) Dodd and Favaro (2006, p. 70) put it best when they said, “if we chase two rabbits,
both will escape.”

These two rationales are addressed by stakeholder theory and paradox theory respectively.
The first rationale, i.e., overfocus on one stakeholder, is counter to stakeholder theory which
describes and advocates “simultaneously attention to the legitimate interests of all appropriate
shareholders [emphasis added]” (Donaldson and Preston 1995, p. 67). The second rationale, i.e.,
the challenge of focusing and managing multiple, often conflicting priorities is addressed by
paradox theory, which considers tensions or conflicts as inherent in organizational systems and
seeks approaches to embrace their persistent nature (Smith and Tracey 2016, p. 456). Thus,
stakeholder theory and paradox theory together address the performance management challenges
faced by managers and leaders.

The two theories, have three key common features, which is where they intersect and guide
effective performance management. Firstly, both theories deal with multiple elements or
plurality. Paradox by definition needs to have two elements, and stakeholder refers to all (i.e.,
multiple) entities who can affect or are affected by the achievement of an organization’s
objectives (Freeman 1984). Secondly, both theories deal with conflict between or among these
multiple elements, and this conflict may or may not be driven by scarcity. In paradox theory, the
conflict is explicit, whereas it is usually implicit in stakeholder theory. Finally, both theories are
about managing (and not eliminating) the conflict. Stakeholder theory advocates simultaneous

attention to all legitimate interests, even if they are conflicting (Donaldson & Preston, 1995),



whereas paradox theory provides multiple approaches to managing persistent contradictions
among conflicting elements. Thus, stakeholder theory provides guidance on the ‘what’ (i.e.,
simultaneously address multiple, often conflicting interests), and paradox theory provides
guidance on the ‘how’ (i.e., how to simultaneously manage competing objectives). And since
both theories are needed to address the challenge of effective organizational performance
management, [ reviewed papers at the intersection of both theories to see if they provided greater
insight into this issue.

This article is organized as follows. In the next section, the two focal theories, i.e., paradox
theory and stakeholder theory, are compared and contrasted, and their implications for
performance management are discussed. After that the Methodology section describes the
process followed to identify the 69 papers that are at the intersection of the two theories. The
subsequent section presents the Analysis of the sample of 69 papers, and it is followed by the
Findings section. Finally, in the Discussion section, the contribution of this paper is summarized
and its implications for theory and research are delineated.

Paradox Theory, Stakeholder Theory, and Performance Management

The similarities and differences between paradox theory and stakeholder theory are
summarized in Table 1. The focus of this paper, the area of intersection, is highlighted. Both
theories are meta-theories, i.e., each has “an over-arching theoretical perspective” (Ritzer 1990,
p. 3), implying that they are wide and general in scope, and both are managerial, in that they
have relevance for practitioners. Hence, each theory and both together, conceivably encompass
the field of performance management. Further, both theories embrace (rather than shy away

from) complexity and the management of conflicting objectives or interests (as is the case with



effective organizational performance management) by not eliminating the source of conflict, but
rather, attempting to balance them.

Table 1: Paradox Theory and Stakeholder Theory — Similarities and Differences

Characteristic Paradox Theory Stakeholder Theory

Paradox: "Contradictory yet interrelated elements [Stakeholder: A member of the groups without
(dualities) that exist simultaneously and persist whose support the organization would cease to
over time; such elements seem logical when exist (Freeman & Reed 1983). Stakeholders: "Any
considered in isolation, but irrational, inconsistent, |group or individual who can affect or is affected by
and absurd when juxtaposed" (Smith & Lewis 2011: |the achievement of the organization's objectives"

Key term definition

387). (Freeman 1984: 46).
Roots/origins Philosophy, psychology (Schad et al. 2016) Management practice (Freeman & McVea 2001)
"Paradox theory considers tensions or conflicts as  |Stakeholder theory describes and advocates
. inherent with organizational systems and seeks "simultaneous attention to the legitimate interests
Theory description . . N . N
approaches to embrace their persistent nature of all appropriate stakeholders" (Donaldson &
(Smith & Tracey 2016: 456). Preston, 1995: 67).
Yes. Stakeholder theory can be unpacked into a
Meta-theory? Yes (Schad et al. 2016). number of stakeholder theories, each of which has

a normative core (Freeman 1994) .

Organization-level necessarily, relationships

Applicable to all levels of analysis, but organization-
PP ¥ g between firm and other entities (Parmar et al.

Level of analysi
SO E level predominantly (Schad et al. 2016)

2010)
Descriptive? No. Yes. (Donaldson & Preston 1995)
Instrumental? No. Yes. (Donaldson & Preston 1995)
Normative? No. Yes. (Donaldson & Preston 1995)
Managerial? Yes. (Hough et al. 2005 ; Smith et al. 2012) Yes. (Donaldson & Preston 1995; Hough et al. 2004) )
Relationship to complexity Embrace it Embrace it
Plurality? Yes (duality). Yes (multiplicity).
Concept of balance relevant? [Yes (Hannan 2014; Schad et al. 2016). Yes
Necessary. Assumes that every organization Not necessary. Could arise from contradictory
Is conflict necessary? embeds conflicts, although such tensions may be  |demands/expectations of internal and external
latent (Smith & Tracey 2016: 460). stakeholders (Donaldson & Preston 1995)

Are inherent in the organization, emerging through
the act of the organization or emerging through
relational dynamics or individual sensemaking
(Smith & Tracey 2016: 457).

Neverending task of balancing and integrating
multiple relationships and multiple objectives
(Freeman & McVea, 2001: 194).

Source of conflicts

Tensions are both contradictory (oppositional,
inconsistent, conflictual) and interdependent Tensions could be both oppositional and
(interrelated, synergistic, mutually constituted) interdependent.

(Smith & Tracey 2016: 457).

Nature of conflicts

Competing demands persist over time, and cannot
Challenge of conflicts be resolved, but if effectively engaged can foster
creativity, sustainability (Smith & Tracey 2016: 457).

Profound ideological and political challenges faced
by pluralistic institutions (Kraatz & Block 2008).

Paradoxes provoke dynamicinteractions and
Responding to conflicts require ongoing, processual responses (Smith &
Tracey 2016: 457).

Adopting/extending a balanced scorecard approach
(Jamali 2008; Spiller 2000)

Stakeholder Theory and Performance Management.
The term ‘stakeholder’ with regard to an organization or corporation traces its origin to a

1983 internal memorandum at the Stanford Research Institute (Freeman and Reed 1983), and



was shortly thereafter incorporated into ‘stakeholder theory’ (Freeman 1984). The word
‘stakeholder’ was an obvious play on the word ‘stockholder’ and this approach sought to broaden
the concept of strategic management beyond its traditional economic roots by defining
stakeholders as “any group or individual who can affect or is affected by the achievement of the
organization’s objectives” (Freeman 1984, p. 46).

Thus, stakeholder theory describes and advocates “simultaneously attention to the
legitimate interests of all appropriate shareholders” (Donaldson and Preston 1995, p. 67). It
focuses on three interconnected business problems, i.e., the problem of the ethics of capitalism,
the problem of value creation and trade, and the problem of managerial mindset (Parmar et al.
2010). According to Minoja (2012, p. 67), it assumes that “the purpose of the firm is to create
and distribute value to a plurality of stakeholders and that the achievement of this purpose
depends on the cooperation and support of the stakeholders themselves.” Stakeholder theory has
been applied across a whole host of management disciplines, including, business ethics,
corporate strategy, finance, accounting, management, and marketing (Parmar et al. 2010).

According to Goodpaster (1991), stakeholder theory inevitably gives rise to a paradox
which he termed the stakeholder paradox. In his opinion, stakeholder theory dictates that
managers have both a contractual duty to manage the firm in the interests of the stockholders and
a moral duty to take other stakeholders into account (Freeman and McVea 2001), and since no
person can serve two masters, it is a paradox. However, there continue to be staunch adherents to
both sides of the debate that there is (Sternberg 1997; Jensen 2001), or is not (West 2006), a
fundamental and inherently unworkable incompatibility between shareholder interests and other

stakeholder interests (Hough et al. 2005). Having said that, some scholars (e.g. Vilanova et al.



2009) take the view that the incompatibility, to the extent it exists, can be managed by applying
paradox theory. And the current paper is consonant with this view.

Stakeholder theory was elaborated by Donaldson and Preston (1995) who delineated its
four theses as follows: (1) descriptive (i.e., what the corporation is); (2) instrumental (i.e., the
connection between stakeholder management and corporate performance); (3) normative (i.e.,
what managers or corporations should do); and (4) managerial (i.e., research that addresses the
needs of practitioners). Further, they claimed that the normative aspect was the central core and
the other three parts were subordinate to it (Parmar et al. 2010), which is consistent with the view
taken in this paper. In this regard, I argue that paradox theory could be effectively harnessed by
stakeholder theory to fulfill its core normative or ethical aspect by providing direction to leaders
(the managerial aspect) about superior ways to manage stakeholders (the descriptive aspect) so
as to achieve sustainable corporate performance (the instrumental aspect).

Paradox Theory and Performance Management.

Paradox, defined as “persistent contradiction between interdependent elements” (Schad et
al. 2016, p. 10), is an age-old concept with its roots in ancient teachings across Eastern and
Western thought, such as the Tao Te Ching and the Judeo-Christian Bible (Smith and Lewis
2011). The disparate work on paradoxes was pulled together by Smith and Lewis (2011) to
develop a theory of paradox. Paradox theory explores how organizations respond to, and seek to
manage, the tensions which arise when simultaneously pursuing competing objectives
(Jarzabkowski et al. 2013; Lewis 2000; Smith and Lewis 2011). This is crucial with regard to
performance management, as organizations have tended to selectively focus on a narrow set of
objectives or metrics. Applying a paradox theory perspective would discourage managers and

leaders from this approach and encourage them to embrace multiple, competing objectives.



Smith and Lewis (2011, p. 384) refer to this aspect as performing paradoxes (one of four
fundamental organizational paradoxes) which “stem from the plurality of stakeholders and result
in competing strategies and goals”. Thus, performing paradoxes by definition deal with
managing performance and achieving multiple goals across multiple stakeholders.

Paradox theory is ideally suited for examining organizational tensions (McMullen and
Bergman 2017). As Handy (1995) points out with regard to the paradox of organizations, firms
have to reconcile what used to be opposites (e.g., planning versus flexibility, mass market yet
niche) instead of choosing between them. And that is the essence of managing paradoxes or
tensions, the both/and approach rather than the either/or approach (Cornforth 2004; Lewis 2000).
Thus applying paradox theory to management practice would discourage the practice of “robbing
Peter to pay Paul” (Hitchen 2007), for instance, by underpaying employees in order to boost
profits and shareholder returns. Paradox theory would also help leaders address the problem,
articulated by Dodd and Favaro (2006), of simultaneously making progress on both sides of three
seemingly conflicting pairs of objectives. These pairs of objectives are: (1) profitability versus
growth; (2) short-term versus long-term; and (3) the whole organization versus its parts.

Although paradox theory was originally conceptualized at the organization-level, it can be
applied at various levels of analysis, including individual, team, organizational, inter-
organizational, and field levels (Ocasio and Radoynovska 2016; Schad et al. 2016). At the
individual level, Miron-Spektor et al. (2018) demonstrated that a paradox mindset (i.e., the
extent to which one is accepting of, and energized by, tensions) can help individuals improve in-
role job performance and innovation. This finding implies that if all employees, not just senior

management, could cultivate a paradox mindset the organization would embrace paradoxes, such
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as satisfying multiple stakeholders with varied and sometimes competing demands (Denis et al.
2012; Freeman 1984), thereby managing performance more holistically and effectively.

Also, a workforce that has internalized a paradox mindset would be able harness creativity
and innovation to develop superior (rather than myopic and suboptimal) ways of dealing with
performing paradoxes. In this regard, the serious play model (Beech et al. 2004; Gergen 1992;
Pinto 2016), which is one of the more recent approaches to resolving paradoxes, is relevant. Its
features include the following: both rationality and emotion; both conformity and challenge with
regard to rules; words and gestures that have multiple meanings; and challenging normal
boundaries through experimentation. This model encourages a playful and open-minded attitude
which once again militates against a cynical, gaming, ends-justify-the-means, flawed approach to
performance management.

Both Focal Theories and Performance Management.

Stakeholder theory is a firm-level theory whose central admonition is that managerial
attention should be paid simultaneously to the legitimate needs of multiple entities (Phillips et al.
2003). This is easier said than done. The challenges of the latter are evident when attempting to
address questions such as, “who (or what) are the stakeholders of the firm? And to whom (or
what do) do managers pay attention?”” (Mitchell et al. 1997, p. 853). But even if the answer to the
first question is clear, dealing with the second question, i.e., the allocation of managerial
attention across stakeholders is still cognitively challenging.

Mitchell et al. (1997) attempt to resolve this issue by developing a typology of seven types
of stakeholders, i.e., dormant, discretionary, demanding, dominant, dangerous, dependent, and
definitive, based on whether they possess one or more of three attributes, i.e., power, legitimacy,

and urgency. The more attributes (of these three) that a stakeholder possesses, the greater would
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be their salience. But even by this logic, there would be multiple stakeholders with high or
moderate salience competing for managerial attention. Further, in a dynamic world these relative
saliences would keep changing, creating even greater cognitive complexity and challenge in
managing stakeholders. Another approach, based on the attention-based view of the firm (Ocasio
1997) would be that the firm focuses its attention on some stakeholders and withdraw them from
others based on the situation and a variety of contextual factors. However, this approach would
not be consistent with the stakeholder theory principle of simultaneous attention to all
stakeholders (Donaldson and Preston 1995).

This cognitive challenge is best addressed by paradox theory, which is essentially cognitive
in nature. The stakeholder management challenge of balancing attention across multiple
conflicting interests is merely a specific case of a paradox. And not just any paradox, but a
fundamental organizational one, i.e., performing paradox (Smith and Lewis 2011). And paradox
theory provides a variety of modes to work with organizational paradoxes, such as accepting the
paradox and using it constructively, clarifying the levels of analysis, temporally separating the
two levels, introducing new terms, or adopting a serious play approach (Beech et al. 2004;
Gergen 1992; Poole and Van de Ven 1989). Further, the application of paradox theory to
stakeholder management can foster creativity and sustainability (Smith and Tracey 2016) as is
evident in exemplars like the Icehotel (Pinto 2016, 2017), and lead to organizational well-being.

However, if paradox theory is not harnessed to facilitate stakeholder management the result
could be disastrous. There is every likelihood that firms would resolve the tensions by simply
focusing on some or a few stakeholders and ignore other legitimate but less urgent or powerful
stakeholder interests (Mitchell et al. 1997; Ocasio 1997) and this narrow, myopic, short-term

approach to organizational performance management could typically backfire in the medium- to
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long-term and even lead to disasters like Enron (Heath and Norman 2004). Thus, both theories
need to be harnessed and together (i.e., at their intersection) provide the key to effective
organizational performance management.

Methodology

In keeping with the title of this special issue, i.e., ‘paradoxes’, the primary focal construct
of this paper is ‘paradox theory’ (also sometimes referred to as ‘paradox perspective’, ‘paradox
lens’, or ‘paradox approach’). The secondary focal construct of this paper is ‘stakeholder theory’,
(also sometimes referred to as the ‘stakeholder model’). Since the review is at the intersection of
these two theories, the search terms were always entered in combinations, i.e., one paradox-
related term AND one stakeholder-related term, wherein at least one of the two is the focal
theory. The initial searches were carried out on several academic databases including Business
Source Premier and SCOPUS. Then, because academic databases may not include the most
recent work or work that is not in article form (e.g., book chapters, working papers, dissertations)
all the afore-mentioned searches were carried out in Google Scholar as well. All these searches
cumulatively resulted in 248 distinct pieces of scholarly output.

Each of these outputs was then reviewed to check whether the focal constructs were
substantively covered in their content, and if they were not, the particular piece was dropped. For
instance, the searches identified several pieces whose only mention of ‘stakeholder theory’ or
‘paradox perspective’ was in the References section, because they were included in the title of a
cited article, and were therefore dropped. Other dropped pieces included those whose style and
content were lay audience-oriented, although respected practitioner-oriented academic journals,
such as California Management Review, were included. And though Masters’ degree

dissertations were excluded, some highly relevant doctoral dissertations were included. From the
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large number of working papers and conference papers all but three (which substantively
discussed both focal theories) were excluded. Finally, as relevant papers were identified, both
forward and backward cited reference searches were conducted to identify other relevant papers.

In order to keep the paper bounded and to maintain focus and cohesion in the selected set
of papers, terms that could be considered as synonymous with, or equivalent to, the focal terms,
e.g., conflicting logics (Ebrahim et al. 2014) or competing institutional demands or logics (Pache
and Santos 2010, 2013) or ambidexterity (Minoja 2012), and which may have even cited the
focal constructs in their argumentation, were not included if they did not make explicit mention
of ‘paradox’ or one of the paradox theory terms.

This methodology has resulted in a final selection of 69 papers that were included in the
review. The papers that have been included in the review have been flagged in the References
section of this paper by the addition of an asterix (*) at the end of each of their respective
citations. The characteristics of this sample are summarized in Table 2. The balanced subsample
contains papers that substantively included both key terms, i.e., ‘paradox theory’ and
‘stakeholder theory’. The other two subsamples contain papers that substantively included both
the terms ‘paradox’ and ‘stakeholder’, along with the term ‘paradox theory’ for the paradox-
oriented subsample and ‘stakeholder theory’ for the stakeholder-oriented subsample. The
balanced subsample is the most reflective of a mutual dialogue between the two focal theories,
whereas the other two subsamples are skewed toward one theory or the other.

Table 2: Characteristics of the sample of papers included in the review
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# Publication Abb. Imp. F. AJG 2018 Field AJG 2018 | Balanced| Paradox [Stakeholder| Total
1 Academy of Management Review AMR 9.41 General Management 4* 2 2
2 Academy of Management Journal AMJ 7.42 General Management 4* 3 3
3 Organization Science Org. Sci. 2.69 Organization Studies 4* 1 1
4 Journal of the Academy of Marketing Science JAMS 5.89 Marketing 4* 1 1
5 Public Administration Review PAR 3.47 |Public Sector & Health Care 4* 1 1
6 Academy of Management Annals AOMAnNN. | 11.12 General Management 4 2 2
7 Academy of Management Learning & Education AMLE 2.43 Management Dev. & Edu. 4 1 1
8 Business Ethics Quarterly BEQ 1.74 General Management 4 1 1
9 Human Relations Hum Rels 2.62 Organization Studies 4 1 1 2
10 Organization Studies Org. Stud. 3.11 Organization Studies 4 1 1
11 Strategic Entrepreneurship Journal SEJ 2.54 Entrepreneurship & BM 4 1 1
12 Journal of Product Innovation and Management JPIM 3.76 Innovation 4 1 1
13 Journal of Management Studies JMS 3.96 General Management 4 1 1
14 Journal of Business Ethics JBE 2.35 General Management 4 4 3 3 10
15 British Accounting Review BAR 2.14 Accounting 3 1 1
16 Business and Society Bus&Soc 3.30 General Management 3 1 1
17 California Management Review CMR 2.94 General Management 3 1 1
18 International Journal of Human Resources Management | IJHRM 1.65 HRM & ES 3 1 1
19 Long Range Planning LRP 3.55 Strategy 3 1 1
20 Strategic Organization Strat.Org. 1.94 Strategy 3 1 1 2
21 World Development World Dev| 2.85 Social Sciences 3 1 1
22 Annals of Public and Cooperative Economics AnnPCE Economics 2 1 1
23 Journal of Applied Behavioral Science JABS 1.44 Organization Studies 2 1 1
24 Journal of Management Education JMgt.Ed. Management Dev. & Edu. 2 1 1
25 Management Revue: Socio-economic Studies Mgt.Rev. General Management 2 1 1
26 Organization & Environment O&E 3.86 Organization Studies 2 1 1 1 3
27 Theoretical Economics Letters Th.Eco.Let. Economics 1 1 1
28 Academy of Management Discoveries AOM Disc. N.A. N.A. 1 1
29 Africa Journal of Economics & Mgt. Studies AfrJEMS N.A. N.A. 1 1
30 Business and Society Review B&S Rev. N.A. N.A. 1 1
31 Current Opinions in Environmental Sustainability COSust. 3.95 N.A. N.A. 1 1
32 Discourse & Communication D&C 1.81 N.A. N.A. 1 1
33 HRM & Ergonomics HRM&Ergo N.A. N.A. 1 1
34 Journal of Coop OM JCoopOM N.A. N.A. 1 1
35 Journal of Technology Management & Innovation JTMI N.A. N.A. 1 1
36 Journal of Health Organization and Management JHO&M N.A. N.A. 1 1
37 Social Responsibility Journal Soc.Res.J. N.A. N.A. 1 1
38 Systems Research & Behavioral Science SR&BS 1.03 N.A. N.A. 1 1
39 Book Chapters Bk. Chap. N.A. N.A. 2 2
40 Working Papers Wkg. Pap. N.A. N.A. 3 3
41 Dissertations PhD.Diss. N.A. N.A. 6 1 2 9

3.58 31 26 12 69

Legend:

- Abb. = Abbreviation; Imp. F. =impact factor of the publication; AJG 2018; Academic Journal Guide of the Chartered Association of Business Schools
- Balanced, Paradox, Stakeholder = the three subsamples in the full sample

The full sample of 69 selected papers include 55 (80%) journal articles. Of the 55 journal

articles, 44 (80%) have been published in journals that are included in the AJG 2018. Further, of

the 44 journal articles published in the AJG 2018 journals, nearly two-thirds, 1.e., 64% (28

articles) have been published in the top two (in terms of quality) journal categories. These 28

articles comprise nearly half (i.e., 48%) of the full sample. These numbers suggests that the

overall quality of the full sample of papers being reviewed in this manuscript is quite high.

Another metric that supports this conclusion is that 43 articles (62% of full sample) were
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published in one of 26 journals that were included in the 2016 Journal Citation Reports, and the
average impact factor of these journals is an impressive 3.58.
Analysis

The full sample of selected papers encompasses a wide range of disciplines. For instance,
the 44 articles that have been published in 27 journals included in the Academic Journal Guide
(AJG) 2018 (published by the Chartered Association of Business Schools) cover 12 of the 22
AJG 2018 disciplinary areas, i.e., 55% of the total scope of the AJG 2018. This speaks to the
general relevance and applicability of this manuscript’s focal area, i.e., the intersection of
paradox theory and stakeholder theory.

Further, of the 12 AJG 2018 disciplinary areas included, 22 articles (i.e., 50% of AJG 2018
subsample and 32% of the full sample) are accounted for by the General Management, Ethics,
Gender, and Social Responsibility (with the other 50% AJG 2018 articles spread across 11 other
disciplinary areas, with each one of them accounting for between 2% and 7% of the AJG 2018
subsample). The disproportionate number of papers in the General Management, Ethics, Gender,
and Social Responsibility area could be explained by three factors: (1) it is quite a wide area, as
compared to, for instance, Strategy, or Innovation, or Marketing; (2) the three domains of this
manuscript, i.e., paradox theory, stakeholder theory, and performance management, all relate to
general management, which is the lead term for this disciplinary area; and (3) managing
stakeholders and holistic performance management, are particularly relevant to two of the three
sub-areas included in the disciplinary area title, i.e., ethics and social responsibility.

Of the 38 journals (27 AJG 2018 and 11 others) from which the sample has been drawn,
the journal that has contributed the largest number of articles (10, or 15% of the full sample) is

the Journal of Business Ethics. This is not only unsurprising but also heartening because it
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supports the underlying normative or ethical core of this paper, i.e., the intersection of paradox
theory and stakeholder theory contribute to a more balanced, holistic, and ethical approach to
managing organizations which results in superior, sustainable, corporate performance.

Finally, despite the relative newness of stakeholder theory and paradox theory, the time
period encompassed by the selected papers is quite wide. The time frame of the sample is 17
years from 2002 (Wheeler et al. 2002) to 2018 (Hoffman 2018). This compares well with Van
der Byl and Slawinski’s (2015) review of the corporate sustainability literature, with regard to
win-wins, trade-offs, and paradoxes, which had a range of 11 years, from 2005 to 2014.
Subsample analysis.

The full sample of 69 papers comprise 31 (45%) in the balanced subsample (Appendix 1A),
26 (38%) in the paradox-oriented subsample (Appendix 1B), and 12 (17%) in the stakeholder-
oriented subsample (Appendix 1C). Each Appendix lists the scholarly output, its year of
publication, its AJG 2018 rating, its impact factor, its author/s, its type (i.e., review, theory, or
empirical) and its primary and secondary foci (typically first and second keywords). With regard
to type, a scholarly output can fall into more than one category (e.g., both review and qualitative
research). With regard to foci, in the rare cases where the first two or more keywords are either
synonyms or closely-related, then the next distinct keyword is taken as the secondary focus.
Thus, for instance, from Smith et al’s (2013) keyword stream (social enterprise, social
entrepreneur, paradox theory, institutional theory, organizational identity, hybrid organizations)
the primary and secondary foci selected were ‘social enterprise’ and ‘paradox theory’.

That the paradox-oriented subsample contains more than double the number of papers in
the stakeholder-oriented subsample suggests that paradox scholars recognize the application of

their theorizing to stakeholder management (for instance, it is the basis of the performing
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paradoxes definition) whereas stakeholder theorists are not looking as much to paradox theory
barring some notable exceptions (e.g., Cornforth 2004; Mason and Doherty 2016). It therefore
appears that stakeholder management is more central to paradox theory, than the concept of
paradoxes is stakeholder theory. The lack of application of paradox theory to stakeholder
management is exemplified by the fact that a relatively recent stakeholder theory review paper
(Parmar et al. 2010) mentions the word ‘paradox’ only once, and that too not in the body of the
paper, but rather in the References section, as it is the title of a cited work.

Time frame. Of the three subsamples, the stakeholder-oriented subsample is the oldest
(only 2, i.e., 17%, papers have been published since 2013), whereas the paradox-oriented
subsample 1s the most recent (92% published since 2013). This is not surprising and reflects the
relatively maturity of stakeholder theory compared to paradox theory, which is quite new. The
balanced subsample, perhaps aptly, falls in-between (77% published since 2013). Interestingly,
the balanced subsample contains both the oldest (Wheeler et al. 2002) and the newest (Hoffman
2018) papers of the full sample. Even more interestingly, the oldest paper contains both key
words ‘paradox’ and ‘stakeholder’ in its title, suggesting that the connection between their
respective theories may have been apparent as far back as nearly two decades ago. Further, this
paper includes both corporate social responsibility (CSR) and sustainability among its four
keywords, and these two domains continue to be relevant areas (as will be shown later) for the
intersection of paradox and stakeholder theories.

Quality. The paradox-oriented subsample has the highest quality, the stakeholder-oriented
subsample has the lowest quality, and once again, the balanced subsample falls in-between.
Nearly 90% (i.e., 88.5%) of the paradox-oriented subsample have been published in AJG 2018

journals and the average impact factor of journals in this subsample is 4.27, as compared to the
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balanced subsample (42%, 4.10) and the stakeholder sample (67%, 2.86). The relatively low
proportion of AJG 2018 papers in the balanced subsample as compared to the other two
subsamples, can be explained by the fact that it includes three working papers (100% of working
papers in full sample) and a disproportionate number of doctoral dissertations (67% of doctoral
dissertations in full sample). The large proportion of recent doctoral dissertations (all published
since 2004 and half of them in 2016) in the balanced subsample suggests that emergent work is
at the intersection of paradox theory and stakeholder theory.

Methodology. In terms of methodology, the breakdown of the papers in the balanced
subsample is, funnily enough, the most balanced, with roughly one-third of the sample in each
category, i.e., review (35%), theory (30%), and empirical (37%). Review papers are relatively
scarce in the other two subsamples, i.e., 4% for the paradox-oriented subsample, and 0% for the
stakeholder-oriented subsample. With regard to the split between theory and empirical research,
the paradox-oriented subsample is relatively balanced (i.e., 42% theory, 54% empirical), unlike
the stakeholder-oriented subsample which is greatly skewed toward theory (i.e., 83%) as
compared to empirical (17%) papers. That the stakeholder-oriented subsample is so heavily
skewed toward theory and so sparse with regard to empirical research is not surprising. As
Kraatz and Block (2008, p. 44) put it, “stakeholder theorists have based their arguments upon
moral philosophy, upon practical reasoning, and to a lesser extent upon empirical research.”
However, the fact that there are more paradox-oriented empirical papers in both an absolute
(across subsamples) sense and relative (within subsample) sense is very encouraging from a
management research and practice perspective, since paradox could be perceived to be an
abstract construct, which is difficult to operationalize, measure, or apply in real-life. In terms of

methodologies applied, there is a skew toward qualitative techniques (20) compared to
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quantitative techniques (7). This is not surprising because both paradox and stakeholder theory
are meta-theories and hard to operationalize using traditional quantitative techniques. The
qualitative techniques applied include case study analysis (9), narrative analysis (2), interviews
(2), ethnographies (2), and discourse analysis (2), among others.

Article Foci. Examining the primary and secondary keywords in the selected articles
reveals, unsurprisingly that paradox and stakeholder-related terms are the most common. The
relatively lower percentages for stakeholder terms as compared to paradox terms suggest that
stakeholder theory is more mature compared to paradox theory and is therefore being applied to
a greater range of substantive fields, whereas the paradox theory articles are still mostly about
paradox as would be expected in its current emergent state. The frequency distribution of the
non-paradox or stakeholder keywords is presented in Appendix 2. As one will notice, some of
these keywords are closely related or overlap to some extent. Therefore a summary frequency
distribution of these keywords grouped by the main theme, wherever necessary, is presented in
Table 3. Seven domains account for 74%, 42%, and 67% respectively of the primary keywords
and 32%, 23%, and 33% of the secondary keywords, in the balanced, paradox-oriented, and
stakeholder-oriented subsamples respectively. The findings from each of these domain areas are
discussed in the next section.

Interestingly, almost none of the papers in the full sample are explicitly about performance
management. The only exception being Bosch-Badia et al. (2013) whose second keyword is
‘corporate financial performance’. This suggests that although scholars realize that there is a
close connection between paradox theory and stakeholder theory they have not crystallized that
to focus on performance management which is a vital aspect of management theory and practice.

And this is an important contribution of this paper.
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Table 3: Frequency distribution of key topics in the selected papers

The constructs at the intersection of the two focal theories have been shown in Figure 1,

which also shows some of the constructs from each of the two theories that do not fall within the

intersection. Whereas all the constructs at the intersection (i.e., colored area) are discussed in the

main text, not all the ones in the non-intersecting areas are discussed. These latter constructs,

listed outside the colored intersection area, are meant to be illustrative and not exhaustive, as

indicated by the fact that the two non-intersecting areas are not closed.

In this paper, the term construct refers to a concept or a label for something which cannot

be directly observed (Cronbach and Meehl 1955; Shadish et al. 2002). It is thus hypothetical

(Cronbach and Meehl 1955) and is a key building block for theory building (Doty and Glick

1994; Dubin 1969). For a concept to become a construct it needs to be theoretically defined or

postulated (Cronbach and Meehl 1955) and is thus the product of the scholar’s mind. This also

implies that the entry barriers to construct articulation are low, and this typically gives rise to

construct proliferation i.e., “the accumulation of ostensibly different but potentially identical

constructs representing organizational phenomena” (Shaffer et al. 2016, p. 80). Construct

proliferation is salient problem both in social sciences generally (e.g., Hershcovis 2011; Shaffer

et al. 2016; Tornau and Frese 2013) and in the CSR/sustainability research domain specifically

21

Balanced Paradox-oriented |Stakeholder-oriented Total

# |Key words Primary |Secondary| Primary |Secondary| Primary |Secondary
1 |Sustainability-related 5 4 6 1 1 17
2 |Governance-related 5 1 1 4 11
3 |Corporate Social Responsibility 4 2 1 3 1 11
4 |Social Enterprises/Non-profit 2 1 1 2 3 9
5 [Sustainable HRM/Careers 4 1 5
6 |Change Management-related 2 1 2 5
7 |Legitimacy and Institutional Theory 1 1 1 1 4

- Total 23 10 11 6 8 4 62

- Percentage of articles 74.19% 32.26% 42.31% 23.08% 66.67% 33.33%

Findings




(e.g., van Marrewijk 2003). This accounts for the variety in labels and nomenclatures that are

apparent in Figure 1.

Figure 1: Constructs at the intersection of Paradox Theory and Stakeholder Theory
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The 21 constructs in the intersection area can be grouped into the following two broad

categories: (a) general constructs (8); and (b) domain-specific constructs (13). The former are

highlighted in Figure 1 to clearly distinguish them from the latter. The general constructs are

discussed in the next subsection whereas the domain-specific constructs are discussed within

their individual subsections under the broad heading of domain-specific findings. In this paper, a

domain refers to a research stream that could be either theory- or construct-related (e.g., CSR,

corporate sustainability) or phenomenon-related (e.g., social enterprises). The specificity of the

review has resulted, not surprisingly, in a somewhat cohesive and overlapping set of research

domains, which I have attempted to delineate into distinct streams by striking a balance between
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recognizing domains (whether established, like sustainability or governance or emergent, like
sustainable HRM/careers) and overly fragmenting the field.
General constructs at the intersection.

Even though ‘performance management’ was absent from the primary and secondary
keywords in the articles reviewed, amongst the general constructs at the intersection of the two
theories, its centrality is paradoxically both obvious and implicit, as will be revealed in the
following discussion. This finding is important because it buttresses this paper’s main thesis
about performance management being at the intersection of the two focal theories.

The clearest example of this (as is obvious from the following highlighted text) is the
performing paradox (Smith and Lewis 2011) construct which stems from the plurality of
stakeholders and the resulting competing strategies and goals. Since multiplicity of elements is
at the intersection of the two theories, it is not surprising that ‘plurality’ in general, and with
regard to performance objectives in particular, is a factor that connects or bridges paradox and
stakeholder theories. Smith (2014) illustrates how a particular performing paradox, the tension
between innovation and existing products business plans, was addressed by senior leaders by
engaging multiple stakeholders including, clients, leaders from other units, and subordinates, to
better clarify uniqueness and distinctions. Another example of a performing paradox emerging
from the plurality of stakeholders, in the context of banking risk management, is provided by
Lim et al. (2017). The individual banker is faced with the paradox of arranging loans that might
generate good interest income for the bank (in line with shareholder expectations) but which
might also increase the risk rating of the bank (a key regulatory aspect).

Apart from plurality, performing paradoxes can also be intensified by scarcity conditions,

as managers have to meet competing yet coexisting demands with limited resources resulting in a
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tug-of-war between internal and external stakeholders (Schad et al. 2016; Smith 2014). Thus,
scarcity could be a factor that creates or aggravates the conflict between the multiple interests.
And as pointed out earlier, conflict between the multiple elements is an intersection point for the
paradox theory and stakeholder theory.

Finally, organizational change situations also intensify performing paradoxes as new
capabilities compete with existing competencies, often rendering them obsolete (Huy 2002;
Liischer and Lewis 2008; Schad et al. 2016). This too is not surprising because change, like
scarcity, creates or intensifies conflict. However, in this case the conflict is essentially temporal
(i.e., the old versus the new) with regard to the ways of doing things.

There are two other constructs that are closely allied to the performing paradox (Smith and
Lewis 2011) construct. These are, strategic paradox (Smith 2014) from the paradox literature,
and stakeholder enabling principle (Freeman 1994) from the stakeholder literature. According to
Smith (2014, p. 1593), “strategic paradoxes describe organization-level performing paradoxes
that stem from the plurality of stakeholders and result in competing strategies and goals.” This
aspect is mirrored, from a stakeholder theory perspective by the stakeholder enabling principle
(Freeman 1994, p. 417) which states that “corporations shall be managed in the interests of its
stakeholders, defined as employees, financiers, customers, employees, and communities.” These
paradoxes can also arise simply from different stakeholders interpreting organizational outcomes
differently (Jay 2013; Schad et al. 2016). Further, these differences whether in interests or
interpretations are intensified with greater environmental complexity and increased plurality of
stakeholders holding competing yet equally valid views (Adler et al. 1999; Denis et al. 2012;

Scherer et al. 2013).
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With regard to managing the competing interests of different stakeholders, paradox theory
suggests they should be accepted, i.e., the organization must acknowledge multiple ‘truths’ and
that there is not necessarily a simple solution (Smith and Lewis 2011; Hillebrand et al. 2015).
This is directly relevant to the thesis of this paper, because it militates against adopting
simplistic, linear, myopic, single stakeholder-focused performance management systems. An
example of the acceptance of the inter-stakeholder tension is the hybrid stockholder-stakeholder
view in which neither the stockholder dimension nor the stakeholder dimension is privileged
(Clark et al. 2016). Clark et al. (2016) interpret this mingling of values as a synthesis (Poole and
Van de Ven 1989), which is also an approach to accommodating competing or oppositional
ideas. In keeping with paradox theory, they too argue that the hybrid (i.e., accepting or
synthesizing) perspective does not actually resolve the tension between the stakeholder and
stockholder approaches, but rather it depends on different stakeholder groups interpreting the
same information in different ways (Clark et al. 2016).

Another construct which directly speaks to ineffective performance management in
general, and the prioritization of the short-term over the long-term (cf. annual-earnings-growth
trap, Dodd and Favaro 20006) in particular, is the intertemporal paradox. The intertemporal
paradox refers to the fact that organizations “tend to focus on the short term at the expense of the
long term, even if they face suboptimal long-term organizational outcomes (Slawinski and
Bansal 2015, p. 531).” It is not really a paradox or perhaps a poorly managed one, but it is
nevertheless a relevant construct, because it speaks to managing a conflict, albeit suboptimally,
which may involve prioritizing stakeholders whose demands are short-term over stakeholders
whose demands are more long-term. This construct is by definition inimical to the long-term

health of the organization and should therefore be managed in a manner suggested by paradox
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theory, e.g. the both/and approach (Cornforth 2004; Hahn et al. 2014; Lewis 2000) or synthesis
(Poole and Van de Ven 1989).

Two other general constructs at the intersection are the stakeholder paradox (discussed
earlier) and the accountability paradox, which suggests that the more an organization attempts to
be transparent and communicative to its various stakeholders through various media, the greater
the loss of coherence with regard to its identity and vision (Vilanova et al. 2009). The latter
paradox, rather than addressing performance management issues directly, speaks to the
communication of performance to various stakeholders. Thus, this paradox is indirectly
concerned with performance management because attempting to communicate heterogeneous
results, individually to each set of stakeholders, could result in messages getting mixed and
blurred especially if communicated via social media, which is in the public domain by definition.

Belonging paradoxes (which, along with performing paradoxes, are two of the four
fundamental organizational paradoxes) also lie at the intersection of the two focal theories,
particularly in social enterprise stakeholder management (Smith et al. 2013). Belonging
paradoxes “arise between the individual and the collective, as individuals and groups seek both
homogeneity and distinction” (Smith and Lewis 2011, p. 383). Prima facie, it may appear that
belonging paradoxes have no connection or relation to performance management, but they do, it
just happens to be at a deeper level. For instance, Smith et al. (2013) argue that whereas some
stakeholders (e.g., donors, foundations) have identities that are aligned with that of a social
enterprise, others (e.g., customers, suppliers) often have identities that diverge from that of the
social enterprise. If these multiple stakeholders simultaneously attempt to connect with the social

enterprise through their individual particular identities it would create a belonging tension for the
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social enterprise in terms of its positioning (Smith et al. 2013) and this in turn could adversely
affect performance.
Domain-specific findings.

As identified earlier, through the analysis of the primary and secondary keywords,
presented in Table 3, there are seven domains (apart from paradox- and stakeholder-related)
which account for most of the selected articles. These domains in order of the prevalence of their
associated keywords are as follows: (1) sustainability; (2) governance; (3) corporate social
responsibility (CSR); (4) social enterprises; (5) sustainable HRM and careers; (6) change
management; and (7) legitimacy and institutional theory. The substantive findings across all
seven domains overlap, in that they are largely related to either performance management or the
communication of performance (e.g. Clark et al. 2016; Hoffman 2008; Vilanova et al. 2009).

Further, these seven domains exemplify Smith and Lewis’ (2011) argument that
organizational paradoxes in general, and performing paradoxes in particular, become especially
salient under conditions of plurality, change, and scarcity. The plurality of stakeholders is
relevant for both governance (#2) and legitimacy (#7). Also, certain stakeholders become more
salient and important in certain domains, e.g. environment in the case of sustainability (#1) and
sustainable HRM and careers (#5), or society in the case of CSR (#3) and social enterprises (#4).
Change is clearly at the heart of change management domain (#6), whereas scarcity is an
important factor for both social enterprises (#4) who typically have to achieve their goals with
limited resources and for those in the sustainability (#1) domain who are trying to conserve
and/or replenish scarce natural resources.

Although I have attempted to group these into seven discrete categories there are several

papers that encompass two or more of these domains. For instance, Ocasio and Radoynovska’s
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(2016) article encompasses three domains, governance, change management, and institutional
theory, whereas Mason and Doherty’s (2016) article is at the intersection of social enterprises
and governance. But in general each of these seven domains is reasonably distinct.

1. Sustainability.

Sustainability acknowledges multiple stakeholders (e.g., people, planet, and profits, i.e.,
shareholders) and therefore necessarily involves tensions. If these tensions are juxtaposed and
treated as paradox, rather than polarized, it would facilitate development of more creative
solutions and long term alignment between business goals and societal needs (Gao and Bansal
2013; Slawinski and Bansal 2015), and thereby more effective performance management.

Sustainability results from an equilibrium between economic, ecological, and social factors
(Froese 2017). Taking a cognitive perspective, Hahn et al. (2014) highlight the differences
between the simplistic business case frame which focuses only on the economic attributes and
the complex paradoxical frame which combines economic, environmental, and social attributes,
in effect, a multiple stakeholder perspective. Similar to Miron-Spektor et al. (2018) they argue
that the more paradoxical the cognitive frame of decision makers, the more likely they are to
notice a wide range of aspects of numerous sustainability (and stakeholder) issues (albeit with
less detail) and adopt a more prudent stance on them. This in turn would facilitate a more
balanced and holistic performance management model. Further supporting the underlying thesis
of this paper, Hahn and colleagues argue for a more balanced temporal orientation in
performance management (Hahn et al. 2014, 2015). They aver that long-term orientation is
necessary to consider the interests of multiple stakeholders (Hahn et al. 2014), and the short-term

versus long-term tension (Dodd and Favaro 2006) can be reconciled by rewarding managers for
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both short-term financial outcomes and long-term non-financial objectives in line with demands
of non-stockholder stakeholders (Hahn et al. 2015).

Pinto (2016, 2017) provides an illustration of such an effective, holistic, balanced
performance management approach in his analysis of the Icehotel which developed a successful
business enterprise (which has lasted over 25 years), and brought much-needed employment and
other benefits to the local community (located in the Tundra), during the bitter Arctic winter, by
juxtaposing and enshrining paradoxes at its core, i.e., ice (hard, cold) with hotel (comfortable,
warmth). Pinto’s (2017) definition of an intentionally sustainable organization (1SO)
incorporates both paradox theory and stakeholder theory, when he describes an ISO as one which
takes a balanced and bifocal approach to stakeholder management and is built on deliberately
constructed, enshrined, and managed paradoxes, among other aspects. Pinto’s (2017) approach to
both stakeholder and paradox management is essentially cognitive, and this approach is
supported by Galuppo et al. (2014) who, based on a review of the sustainability literature suggest
that cognitive mechanisms such as ‘paradoxical thinking’ and reflexivity are key levers for
dealing effectively with multiple stakeholders and more socially sustainable organizing.

2. Governance.

“Corporate governance is the process by which corporations are made responsive to the
rights and wishes of stakeholders” (Demb and Neubauer 1992, p. 9) and paradox theory has been
proposed as a means to understand both for-profit and nonprofit governance (Hough et al. 2005).
Cornforth (2004) endorses the underlying thesis of this paper when he argues that unlike other
theories (e.g., agency theory, stewardship theory) that tend to be one-dimensional, paradox
theory recognizes that management problems require a move from linear thinking and simple

either/or choices. Because it is precisely this sort of one-dimensional, linear, simplistic approach
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to performance management that is sought to be combated by the combination of paradox theory
and stakeholder theory.

Also, in the corporate governance literature, the stockholder and stakeholder perspectives
are presented as alternative, normative and oppositional sets of beliefs about how firms should be
managed (Donaldson and Preston 1995; Clark et al. 2016). In practice these tensions could be
more integrated as when organizations accept these tensions in their corporate communications
(CEO letters) by strategies such as book-ending, cadence, continuous co-mingling, simultaneous
co-mingling, and hybridization (Clark et al. 2016). However, these ‘artful’ rhetorical strategies
are superficial and merely obscure the tensions rather than resolve them in a productive manner
(Clark et al. 2016) and effective performance management implies going beyond mere words.

3. Corporate Social Responsibility (CSR).

The earliest work in our sample (Wheeler et al. 2002) focuses on CSR. It explores the
paradoxes and dilemmas faced by firms in the extractive sector when they attempt to adopt a
more stakeholder-responsive orientation towards CSR. Wheeler et al. (2002) find that some firms
manage the paradox of global intent versus local reality better than others, and those who do
derive benefits both for stakeholders and for the business, which is consonant with the thesis of
this paper. At the individual-level, Ghadiri et al. (2015) found that CSR consultants dealt with
opposing stakeholders’ performance-related pressures (i.e., profit and social responsibility) on
their identity by engaging in paradoxical identity mitigation, “a process whereby the
concomitant and paradoxical use of linguistic strategies is aimed at simultaneously embracing
and distancing oneself from contradictory identity demands (Ghadiri et al. 2015, p. 593)”, a

tactic that is related to both belonging and performance paradoxes.
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Adopting a ‘Communications Constitutes Organizations’ perspective, Hoffmann’s (2018)
qualitative meta-analysis shows that four potential CSR paradoxes have been talked into
nonexistence. Of these, two, i.e., the effects paradox and the motive paradox, involve
stakeholders. The effects paradox (Hoffman 2018) states that CSR effects which are desirable on
ethical grounds (i.e., societal stakeholder) may have negative consequences from a business
point-of-view (i.e., investor stakeholder), which highlights the performance-management related
tension that is inherent in applying stakeholder theory in general, and in simultaneously
addressing two stakeholders’ (i.e., society and investor) needs or goals in particular. The motive
paradox states that organizations may engage in CSR for extrinsic or profit-seeking motives but
society needs to believe that its motives are purely intrinsic and organizations are therefore
advised to not ‘over-communicate’ CSR and play down the salience of firm-serving benefits,
which are an instrumental rationality (Hoffman 2018). Once again, just as Clark et al. (2016)
showed, the motive paradox construct highlights the approach that some firms take — try to get
away from the conflicts or tensions by paying lip-service to multi-stakeholder management and
not doing anything substantive.

4. Social Enterprises.

Social enterprises have to deal with two competing performance goals or demands (i.e.,
commercial and social), and paradox theory in general, and paradoxical leadership in particular,
could help them avoid either losing their dual focus or becoming mired in intractable conflicts
between the two stakeholder camps (Smith et al. 2012). Based on their qualitative analysis of
nine hybrid (social enterprise) organizations, Kannothra et al. (2017) contribute to a better
understanding of paradox dynamics (Schad et al. 2016) in the following two ways: Firstly, by

identifying stakeholder-oriented growth orientations, like ‘community-focused’ and ‘client-
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focused’ as important drivers for how performing paradoxes are perceived and managed, and;
secondly, by identifying the divergence between entrepreneurial aspiration and organizational
configuration as a critical driver in making performing paradoxes salient.

The fundamental purpose of a social enterprise is to make a difference, and the
stakeholders that potentially benefit include, employees, beneficiaries, communities, families,
and funding partners, each of whom could have different objectives and a different notion of
success (Mason and Doherty 2016; Smith et al. 2013). Thus, the divergent goals, metrics, and
stakeholders in a social enterprise (i.e., social enterprise governance paradox), create both
belonging paradoxes (discussed earlier) and performing paradoxes (Smith et al. 2013). The latter
also arise with regard to sustaining the commitments to conflicting goals over time, because the
tendency is for one goal or set of goals to dominate the rest (Smith et al. 2013). An example of
this is McMullen and Bergman’s (2017) process model of the development paradox of prosocial
motivation wherein the prosocial motivation that encouraged the laudable creation of social value
is paradoxically used to justify the exclusion of new competitors who may be offering similar or
even superior solutions.

Another example of the close connection between belonging paradoxes and performing
paradoxes is provided by Mason and Doherty (2016). They examined how fair trade social
enterprises (FTSEs) managed paradoxes in stakeholder-oriented governance models. They
identified stakeholder representation on the board and its consequential impact on the board’s
collective identity as constituting a belonging paradox. They also found that FTSEs embrace
board-level plurality and participation by encouraging stakeholder governance which in turn
helps resolve the belonging paradox. However since paradoxes are by their very nature

persistent, managing governance paradoxes entails a continuous cycle of articulating (and
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rearticulating) them and responding to mitigate them (Mason and Doherty 2016). This cyclical
process, over time, increases a board’s competence at understanding and managing paradoxes
(Mason and Doherty 2016), and in turn leads to more effective governance, and performance
management, i.e., performing paradoxes.

S. Sustainable HRM and Careers.

Performance management and development processes are an intrinsic part of HRM and
strategic HRM (Wright et al. 2001; Wright and Snell 1998). Not surprisingly they are core to
sustainable HRM as well. This is obvious from its definition as “the adoption of HRM strategies
and practices that enable the achievement of financial, social, and ecological goals, with an
impact inside and outside of the organization and over a long-term horizon while controlling for
unintended side effects and negative feedback [emphases added]” (Ehnert et al. 2016, p. 90). The
connection between sustainable HRM and the thesis of this paper is clear from the highlighted
phrases. To reiterate, sustainable HRM is about achieving multiple goals, across multiple
stakeholders, over a long-term horizon, without causing unintended side effects. With regard to
the longer-term dimension of performance management, De Prins et al. (2015, p. 327) define
sustainable career management as “all the processes and practices that manage the development
of individuals along a path of experiences and jobs, with respect for employees, openness
towards different stakeholders and in view of continuity.”

And a performance management system that causes negative unintended side effects as
described by sustainable HRM would be discouraged by a combination of paradox theory and
stakeholder theory. Sustainable HRM scholars appear to agree. Paradox theory (Ehnert 2009)
and stakeholder theory (Ehnert 2009; Zaugg 2009) are two of the three approaches (along with

the ‘theory of negative externalities and stakeholder harm’) that are considered to be appropriate
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theoretical lenses for operationalizing sustainable HRM (Ehnert et al. 2016; Guerci and Pedrini
2014; Savaneviciene and Stankeviciute 2014). Whereas both Zaugg’s (2009) and Ehnert’s (2009)
models of sustainable HRM have stakeholder theory at their core, Ehnert’s (2009) model also
incorporates paradox theory.

Lastly, sustainability, defined as balancing consumed and reproduced resources, creates
visible and manageable paradoxical choices, situations, and tensions that not only need to be
managed but also can be a source of innovation and change (Ehnert et al. 2016; Kozica and
Kaiser 2016). In this regard, the synthesis paradox (Clegg et al. 2002) and a both/and approach
to dynamic equilibrium (rather than one based on fit or alignment) is helpful (De Prins et al.
2015). This would facilitate the use of strategic HRM practices to both maximize profits and
minimize harm to stakeholders, since these polarities are not mutually exclusive but rather
mutually reinforcing (De Prins et al. 2015).

6. Change Management.

The change management domain can be parsed along two lines: (1) triggers or drivers of
change; and (2) managing organizational change interventions. In the former case, if the
organization does not respond to the triggers or drivers of change it risks declining performance
which may result in it becoming defunct. In the latter case, the key underlying challenge is to
manage the change in as smooth as possible to minimize the usually concomitant drop in
performance (cf. valley of despair, Schneider and Goldwasser 1998).

With regard to change drivers, recent work in paradox theory (Lewis and Smith 2014) in
particular and organization theory in general (Ocasio and Radoynovska 2016) has shown that
organizations operate in complex, pluralistic environments characterized by multiple, competing,

and often contradictory logics (Gould 2012) and therefore have to constantly respond to change
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imperatives. And although organizational scholars have historically neglected applying the
paradox approach to change management (Smith and Lewis 2011), Jansson (2015) seeks to
remedy this situation by attempting to explain how persistent and pluralistic tensions among
different stakeholders influence organizational change and vice versa. According to Ocasio and
Radoynovska (2016) paradox theory emphasizes discontinuity as means of exposing latent
contradictions which can be framed as either incompatible (i.e., either/or) or paradoxical (i.e.,
both/and). The former can be addressed through differentiation, i.e., modifying the business
model while preserving the governance strategy, whereas the latter can be addressed through
integration, i.e., modifying both business model and governance strategy (Ocasio and
Radoynovska 2016).

With regard to change management, multiplicity of stakeholders could lead to ambiguity
about outcomes and uncertainty about value capturing. In the context of change and innovation
in a hybrid organization (i.e., a public-private entity), Jay (2013) found that it suffered from a
performing paradox in that there was ambiguity about whether certain outcomes represented
success or failure. In a similar vein, Gould (2012) makes the case that stakeholder theory and
stakeholder engagement provide the keys to resolve the paradox of open innovation, i.e., the
desire to reap the benefits versus the risk of others’ appropriating the benefits. He suggests that
building relationships through stakeholder engagement enhances the organizations knowledge
management competencies, and although knowledge may inadvertently seep out of the
organization, it may inadvertently seep in. Further, by contextualizing open innovation it would
create knowledge that goes beyond the specifics of any one expert involved in the process,
thereby minimizing the risk of appropriation (Gould 2012).

7. Legitimacy and Institutional Theory.
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As pointed out earlier, the risks to legitimacy that emanate from ineffective performance
management systems are considerable, and could even result in organizational deaths (e.g.,
Enron, Parmalat). This position is endorsed by corporate governance scholars. For instance,
Scherer et al. (2013, p. 259) states that “in the face of heterogeneous environments with
conflicting demands, corporations that follow a paradox approach are more likely to be
successful in preserving their legitimacy” than those that follow either a one-best-way approach
or a contingency approach. Similarly, Bednarek (2011) opines that although prior work has
typically associated each organization with a single dominant strategy, in pluralistic contexts,
paradoxical combinations of strategies could promote legitimacy. Finally, with regard to
institutional theory, Smith and Tracey (2016) suggest that combining its insights with those of
paradox theory would help leaders address competing demands simultaneously and contribute to
organizational success.

Discussion

The use of MBO-type performance management systems is both ubiquitous — be it sports,
business, government, or even religion (Grizzle 2002) — and well-established as management
practice (Drucker 1954; Odiorne 1965). Despite this long history, these performance
management systems often result in unintended negative side effects which can sometimes be
disastrous for individuals, organizations, and society. This is typically because the objectives are
too narrow, myopic and short-term. However taking a more balanced approach, by focusing on a
broader set of objectives, across multiple stakeholders (as consistent with stakeholder theory) is,
inter alia, cognitively challenging. And this is where an essentially cognitive theory, like paradox
theory, which focuses almost exclusively on the challenge at the heart of effective stakeholder

and performance management, i.e., managing conflicts or tensions between multiple elements,
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comes in. It provides a variety of approaches that could be harnessed to manage inter-stakeholder
tensions and conflicts effectively. This in turn would lead to more effective organizational
performance management and better organizational outcomes. Thus, the key to effective
performance management lies at the intersection of paradox theory and stakeholder theory.

Accordingly, the literature at the intersection of these two focal theories was reviewed.
This review identified 69 scholarly outputs (31 balanced across both theories, 26 paradox-
oriented, 12 stakeholder-oriented). Based on this review, seven domains and 21 constructs
located at the intersection of both focal theories were identified. It is interesting to note that all
the domains and constructs dealt directly, or indirectly (e.g., communication of results), with
performance management, which supports the main thesis of this paper.

Further, the fact that none of the source articles at the intersection of the two focal theories
had ‘performance management’ as either the primary or secondary keyword, highlights the key
contribution of this paper. It has built a bridge between the two theories and made explicit (the
hitherto implicit) important insights for performance management that lay at the intersection.
Future research could investigate this intersection more deeply to provide further substantiation
with regard to performance management. But apart from performance management, as pointed
out earlier, this intersection of two general, meta-theories, has relevance and applicability across
a wide range of academic disciplines, and future research could identify other areas of
management research and practice that could benefit from this complementarity.

Although this review identified seven domain areas, as pointed out earlier, these are a
relatively cohesive and overlapping set of domains, most of which (e.g., sustainability, CSR,
social enterprises) could be considered the ‘sunrise sectors’, i.e., areas which are being actively

studied because of their importance for a better tomorrow. Thus, this paper would encourage
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more focused and systematic research in these important domains. And this in turn could lead to
more effective organizational and performance management in the sectors that are arguably the
most important for the future of the planet and the future of society.

All seven domain areas are affected by one or more of the three conditions, i.e., plurality,
change, and scarcity, that make latent organizational paradoxes in general, and performing
paradoxes in particular, salient (Smith and Lewis 2011). Work in four of these domains (i.e.,
sustainability, governance, CSR, and social enterprises), is relatively developed, hence more
scholarly attention needs to paid to the other three domains, i.e., sustainable HRM and careers,
change management, and legitimacy and institutional theory. However, this does not imply that
research in the first four domains should be neglected. It should, in fact, be accelerated because
of the importance of those topics. For instance, as climate change and global warming are
becoming increasingly salient, urgent and important (Collins and Zheng 2015; Slawinski and
Bansal 2015), sustainability and related issues like governance and CSR will become vital not
just for the survival of organizations, but for the survival of the planet. Finally, more research is
needed to identify which other domain areas, apart from these seven, are impacted by plurality,
change, and scarcity, so that research at the intersection of the two focal theories could be pro-
actively and fruitfully applied to them.

It is interesting that the work that is balanced between both focal theories is more
emergent, (i.e., in recent dissertations and working papers), for three reasons. Firstly, because it
suggests that work on this intersection will thrive going forward, as this new cohort of scholars
(who are focused on the mutual dialogue and interplay between these two theories), will continue
to develop their lines of research. Secondly, more work at the intersection implies that there may

be more constructs and domains identified in the future. Finally, it implies, as alluded to earlier,
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that apart from performance management there may be other application areas that could benefit
from work at this intersection.

Although, two of the four fundamental organizational paradoxes, i.e., performing and
belonging (Smith and Lewis 2011) are included in the intersection area, the other two, i.e.,
learning paradoxes (which are knowledge-related) and organizing paradoxes (which are
process-related) are not. This begs the question, do they fall outside the intersection area by
definition, or have not been included simply because there has not yet been work at the
intersection. I believe the answer is the latter, as I explain below.

According to paradox theory, learning paradoxes “surface as dynamic systems change,
renew, and innovate. These efforts involve building upon, as well as destroying, the past to
create the future” (Smith and Lewis 2011, p. 383). Drawing on this, can there be stakeholder-
related learning paradoxes which build upon as well as destroy past approaches to stakeholder
management as either stakeholders themselves change or the power balances among the same set
of stakeholders change? Similarly, organizing paradoxes “surface as complex systems create
competing designs and processes to achieve a desired outcome. These include tensions between
collaboration and competition, empowerment and direction, or routine and change (Smith and
Lewis 2011, pp. 383-4). Building on this, can there be stakeholder-related organizing paradoxes
that involve collaboration with competitors and/or competition with collaborators?

There is tremendous scope for cognition-related research in this domain with performance
management as the focus. First, more research can be conducted with regard to the dangers
(including unintended negative consequences) of simplistic business case framing (Hahn et al.
2014). Second, these dangers should be highlighted to discourage leaders from this approach to

framing and encourage more paradoxical cognitive approaches like the paradox mindset (Miron-
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Spektor et al. 2018), paradoxical framing (Hahn et al. 2014) and paradoxical thinking, (Dehler et
al. 2001) which is related to cognitive flexibility (Schad et al. 2016). Third, these cognitive
approaches need to engaged in by not only the leaders (cf. paradoxical leadership, Smith et al.
2012) but also individuals throughout the organization (Ghadiri et al. 2015; Miron-Spektor et al.
2018). As Birkinshaw et al. (2016) point out, the success of organization design initiatives to
manage paradoxes necessitates new ways of thinking and working from employees at multiple
levels of the organizational hierarchy. This is echoed by Zhang, Waldman, Han, and Li (2015)
who find that supervisors’ holistic thinking and integrative complexity is positively related to
their paradoxical behavior in managing people, which, in turn, is associated with increased
proficiency, adaptivity, and proactivity among subordinates. Finally, further research could be
conducted with regard to sensemaking (Jay 2013). Jay (2013) develops a process model of
navigating performing paradoxes that involves sensemaking about paradoxical outcomes, and
having organizational actors grapple with the definition of success and transform the
organizational logic. This could result in either an oscillation among logics or a novel synthesis
(Poole and Van de Ven 1989) between them when external perspectives facilitate a clearer view
of the central paradox (Jay 2013).

Finally, since the work in this space appears to be more skewed towards theory papers,
scholars are encouraged to correct this balance by carrying out more empirical investigations.
Further, the empirical work to date has been largely qualitative (69%) as compared to
quantitative (24%), which is understandable considering both theories are, in effect, meta-
theories (Ritzer 1990; Schad et al. 2016). However, this balance too could be corrected by
conducting more quantitative and mixed (both qualitative and quantitative) studies in the future.

Implications for practice.
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One obvious implication for practice is that paradox management competencies would
become increasingly important for managers and leaders going forward. Management education
has an important role to play in imparting paradoxical thinking competencies, and Audebrand et
al. (2017) have already made a start in this regard. These paradoxical thinking competencies
could be both general and with regard to stakeholder management in particular.

Also, the identification and articulation of the organization’s core values would be
particularly important. Epstein et al. (2015) speak to the importance of values when they find
that one of the reasons that managers in their study were able to simultaneously manage social,
environmental, and financial performance, was because their organizations’ values supported
long-term reasoning and decision-making. A strong organizational culture with appropriate
institutionalized core values would facilitate paradox management in the creation and
management of intentionally sustainable organizations (Pinto 2017).

Thus far, perhaps because it is a somewhat abstract concept, paradox has been
unintentionally characterized as something extraneous and exotic. After all, organizations have
been successfully led and managed over the course of history without the application of this
abstract and potentially confusing ‘paradox’ construct. However, when framed as a means by
which organizational leaders can move away from a potentially dangerous linear, short-term, and
myopic approach to thinking, and toward a more holistic and balanced approach to decision-
making that could have tremendously beneficial impact on organizational health, and
consequently managerial careers, it may help make the application of paradox theory in the
context of successfully managing conflicting stakeholder demands more realistic and practicable.

Smith and Lewis (2011) have attempted to delineate generic categories of organizational

paradoxes, which suggests that the only paradoxes that managers and leaders have to deal with

41



are those that already exist, because of the organization’s operating environment and/or its
governance model. However, drawing on the example of the Icehotel (Pinto 2016 and 2017), I
would encourage organizational leaders to pro-actively create and enshrine paradoxes. This
might seem like a way of unnecessarily inviting hard-to-deal-with complexity but as the Icehotel
shows, it can work very successfully. If, like the Icehotel, the entire organization’s existence is
predicated on a deliberate paradox then it would be intrinsic to the organization’s business
model, and all stakeholders (and employees in particular) could not help but adopt a paradoxical
mindset in their professional interactions. This in turn would facilitate paradox not just becoming

part of the organization’s core values but in fact a part of its DNA.
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