Nijmegen School of Management
Department of Economics and Business Economics
Master’s Thesis Economics (MAN-MTHEC)

A paradox theory perspective on
circular business model: empirical

research on European companies.

By Julia Adriana Antolak (s1043913)
Nijmegen, 30 June 2023

Program: Master’s Program in Economics
Specialisation: Corporate Finance and Control

Supervisor: Dr. J. Wagensveld (Koos)
Radboud Universiteit %

% ~
MiNe

3
2



Abstract

As the world is searching for ways to stop climate crisis, reduce waste and pollution, a circular
economy might be the right solution. Altering the whole economy and convincing companies to
change their business models, will be challenging. The research on circular business models and
paradox theory is still very young. The empirical studies on transitioned businesses might
convince the relevant actors to close the loops and invest in circularity. Based on the theoretical
framework of De Angelis (2021), this study takes the paradox theory perspective and empirically
reveals which paradoxes can be found in companies with circular business models and how they
influence the value proposition, value creation, value capture and delivery. The empirical analysis
of the interviews is conducted with employees of companies with circular business model. The
study revealed that 3 out of 4 paradoxes can be observed: organizing, performing, and learning.
Contrary to the theory the belonging paradox was not found due to employees’ and partners’
close alignment with company values. A new paradox not mentioned in the framework was
discovered and described. The research contributes to paradox theory literature as well as circular
business model literature providing better understanding of the paradoxes and their

management.

Key words:
Circular business models — Circular Economy — Paradox theory — Value creation — Value loops —

Climate reporting



Julia Adriana Antolak Jun. 30, 23 Master Thesis, Economics

Table of Contents

1 INEFOTUCTION L.ttt e e sttt e e sttt e e s b e e e snreeesnneeeeas 4
11 Problem statement and MoOtivatioN..........ccooiiiiiiiiiiiiiee e 4
1.2 RESEAICN QUESTION .....uiiiiiiii ettt e e s s e e e e s abae e e e e s eaaeees 6
1.3 RESEAICN TESIZN .eeiiiiiiiiiiiei ettt e e s s ba e e e e e s abaae e e e e eaaeees 6
1.4 Scientific CONTIIBUTION ......eiiiiiii e 6
1.5 Societal CONtrBULION ........iiiiiie e 8
1.6 Structure Of the STUAY c.ooeeeeieeee e 8

2 Theoretical FrameWorK .......cc.uii i et 10
2.1 Climate reporting and government’s aCtions ........cccoevcuvieeeiiriiiieeee s srieeee e 10
2.2 Definition of Circular Economy and Circular Business Models ...........cccccovvviveeernnnns 11
2.3 ParadOX thEOIMY ...eiiii it e e e e e e s rae e e e e e e 13
2.4 Circular Business Model and paradox theory — the framework of De Angelis (2021)

15
2.5 (0 0T o) (TR U] 4010 - | PP PPRR PRI 20

3 Data and MethOdOIOZY ........uuviiiiiiiiiiee e e s e e e s s araaeeeeseans 21
3.1 ReSEArCh MEthOd.........eiiiiiiiiiie e e 21
3.2 Data COBCLION ... e e 21
33 DAta @NAIYSIS cuuuvveeeeieiiiiiiee ettt s e e e s s e e e e st e e e e s s nabaaaeeeeaaaes 23
34 (O [UF | 11 Aol g1 (=T o T PP PPRRRPPP 23

341 Credibility .eeee e 23
3.4.2 Transferability/ External validity .........ccccoueeiiiiiiiiiiiececeeceecee e 24
3.4.3  DePeNndabiliTy ..ccceiiiiiiiiie et e e e s e 24
3.4.4  ConfirmMabiliTy...ceee i e e e 24




Julia Adriana Antolak Jun. 30, 23 Master Thesis, Economics

35 (0 0 F=T o) (TR U] 4010 - | PP PPPR RPN 24

B RESUIES ..t e e e e e e e b e e e naee e enns 26
4.1 Performing ParadOX ........cieivecuiieeeiiiiiiiieee e esiitee ettt e e s s e e s s ssiraeee e s snabraeeeesnans 26
4.2 [T a1 T= o T To [ ) PP PPRUPTPPPPN 33
4.3 (017 F T a1hA o T o - =T o) U PPRR PP 34
4.4 BelONGING PAratOX oueeiiiieiiiiiiiiee et s s e e e e s e e e s e rae e e e e e e 36
4.5 (O [UF | 11V 2T - 1o [ ) GO PP PPRR PRI 39
4.6 Results compared to the framework of De Angelis (2021) .....cccceeeviveeiiieeeciieeeenee, 41
4.7 (0 0 F=T o) (TR U] 4010 - | PP PPPR RPN 49

5  Conclusion and diSCUSSION ......ceeiuiiiiiiiieiiiiee ettt e st e s srn e e s snneee e 50
5.1 CONCIUSION ...ttt et e st e s st e e e e bbeeesaneeeas 50
5.2 DISCUSSION iiiiiiiiiiiiiii et e e e e s e et e e e e e e e e e e s as 52
5.2.1 Discussion Of the reSUILS .......ccoiuiiiiiiiiiiieee e 52
5.2.2  Research limitations.......cooouieiiiiiiiiieceiee e 53
5.2.3  FULUIE rESAICR . ittt st e e s 54

6 23] o] Lo = =T o1 1 V2O PPOROPPPPPPR 55
2 Y oo 1T o To | PP PPPRRPPP 58
7.1 List of questions dUring iINTEIVIEWS .......ceiiiiriiiiieei it e e e e 58
7.2 OpeN COAING EXAMPIE .ttt s e e s st e e e e s s abaeeeee s 60
7.3 Axial and selective coding eXample ......ooociiiieiiiiiiiiee e 61




Julia Adriana Antolak Jun. 30, 23 Master Thesis, Economics

1 Introduction

1.1 Problem statement and motivation

Circular economy may help us change how the world acts in order to stop the climate crisis

and its irreversible consequences. In April 2019 in the British Parliament Greta Thunberg said:

“The climate crisis is both the easiest and the hardest issue we have ever faced.
The easiest because we know what we must do. We must stop the emissions of
greenhouse gases. The hardest because our current economics are still totally
dependent on burning fossil fuels, and thereby destroying ecosystems in order
to create everlasting economic growth. (..) we start talking about circular
economy and rewilding nature and the need for a just transition. (...) We say
that all those solutions needed are not known to anyone and therefore we must
unite behind the science and find them together along the way.” (The Guardian

News & Media Ltd, 2019).

Her words are still valid now and the need for better understanding the solutions to tackle the
climate crisis is even bigger. Climate goals are known since the Paris Agreement and IPCC report
brought the much-needed media coverage to the climate crisis issue. The whole world must act
and become zero-neutral in greenhouse gas emission by 2050, if we want to limit the increase of
the global temperature to 1.5 degree Celsius (IPCC, 2019). Circular economy might be a
fundamental part in achieving those climate goals.

Companies will play a key part in the transformation of the whole economy into a circular
one by providing the platform for all of the other actors to engage. To reach the climate goals,
companies will need to change the way they run their businesses and set their goals. By engaging
companies, governments and customers will naturally get involved, and the whole economy will
be shifted to a circular one. That will create the need for new regulations, which will drive the
demand for universities and other academic facilities to provide theories, studies, and research
in order to serve as an advice and show the path towards the best way to the circular economy

transition for both governments and companies. All of the aforementioned actors, which need to
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be involved for the change in implementation in the economy, were described in the triple helix
innovation model: state, academia and industries and further in the quadruple helix innovation
model, which adds to that the citizens’ factor. (Carayannis & Campbell, 2021; Unal et al., 2019).
Without approaching them all, the economies of countries will stay the same. However, it is up
to the companies to start the chain reaction by changing the way they operate and run their
businesses.

Once companies transition towards circular economy, it is important for them to sustain
and operate long-term in their new circular business models, and that is where paradox theory is
extremely useful. The literature suggests that long-term sustainability can be obtained by meeting
conflicting goals (Smith & Lewis, 2011). Paradox theory reveals hidden tensions within
organisation and allows to acknowledge and manage them. This approach has many positive
outcomes for the companies, such as making them more flexible and resilient as well as creating
a space for dynamic decision making (Smith & Lewis, 2011). Using paradox theory could help
organisations harvest the advantages of circular business models. However, it is not a very
popular approach and therefore my research could help the companies to understand how to use
that theory to fit their needs.

The main motivation for my thesis is to contribute to the common battle against the climate
crisis and to answer the demand for academic research on circular economy and paradox theory
as well as uncover organisational paradoxes in the circular businesses to unleash the companies’
long-term potential. The more real-life examples and studies are conducted, the better the
picture of the current situation is shown to governments and companies, which could use it to
improve policies and learn from the market’s challenges, mistakes, and successes. New studies
would shed more light on the topic of circular business models, allowing to better understand
challenges of the transition process, inspire other businesses to change and adapt their linear
models, as well as address the companies’ fear of the unknown and uncertain. The paradox theory
lens would allow companies to acknowledge the organisational tensions within their business and
make space for tension management to unlock the hidden potential and positive long-term
sustainability. | hope my research will be a motivation for companies to use paradox theory lens

in their corporate control practices and an inspiration to circular transition for other businesses.
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1.2 Research question

This thesis will provide more of the empirical knowledge on the topic of circular business
models and paradox theory. It will provide useful understanding of the current circular
companies’ situation, and how companies can manage the existing paradoxes. More specifically
this study will take a paradox theory perspective on the circular business models. The following

research question will be studied:

What paradoxes and tensions are experienced by the companies with a circular business model?

The aim of this study is to obtain valuable insights into real-life circular businesses, see how
paradoxes influence the circular business model foundations and based on that provide useful

material for other businesses, as well as build up the knowledge on the paradox theory.

1.3 Research design

This thesis reveals which tensions and paradoxes are experienced by the staff members of
companies with a circular business model. The overall aim of the thesis is to compare the results
with the framework of De Angelis (2021) and based on findings provide more empirical evidence
and to see whether the results are valid under certain contexts, as well as to increase
understanding about how paradoxes influence circular business models and how to use paradox
theory in practice. A qualitative approach was chosen as a research method, with a structured
interview guideline with staff members of varied companies and positions. After the collection of

interviews, the open, axial, and selective coding was performed in order to analyse the data.

1.4 Scientific contribution

My research will contribute to the literature about the circular economy and paradox theory
as well as show their real-life usefulness and it explores organisational tensions. By using paradox
theory in a qualitative, explorative study, my thesis will demonstrate how alternative research

tools can help to uncover more complex views and additionally helping to understand how
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organisations operate and how they should be led (Smith & Lewis, 2011). Hahn et al. (2018, pp.
297-298) mention that the literature “lack of consideration of tensions and conflicts contrasts
with the complex and multi-faceted nature of corporate sustainability” and Daddi et al. (2019)
underlines that paradox theory is a not often chosen approach by scholars. De Angelis (2021)
emphasizes that studies of more managerial and organisational issues are needed, especially the
tensions neglected by businesses. Taking the above into account, my thesis will contribute to
filling gaps in the literature by providing the empirical data on circular business models through
paradox theory lens by uncovering which paradoxes emerge in circular business model setting. |
will compare my findings with the theoretical framework developed De Angelis (2021) about
paradoxes in circular economy implementation and how they influence business model
characteristics such as value proposition, value creation, capture and delivery. This comparison
of results will reveal how paradoxes influence the components of circular business models and
provide provisional indications of the theory. It could also allow to see how companies manage
these tensions. This thesis also aims to contribute to the development of De Angelis (2021)
theoretical framework, by interpretative research and by searching for new patterns and
explanations of them, collecting more empirical evidence for the framework and search for the
changes they may cause. During the analysis of empirical data, the student will stay open-minded
and try to search for new paradoxes which might have been missed in different study settings.
Building on the corporate sustainability research of Daddi et al. (2019) and van Bommel
(2018), my study will provide new results on paradox theory. Research on circular economy is also
relatively new. Even though the literature keeps growing, there is still a knowledge gap. Many
studies state the lack of empirical evidence and describe the future research need for “empirical
verification of the applicability of the proposed framework of the circular business model, in
various business settings” (Lewandowski, 2016, p. 23). Findings of this study might encourage
other researchers to focus on building knowledge on circular business models and paradox theory

perspective.
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1.5 Societal contribution

The findings of this study aim to inspire the customers and companies to a quicker transition
towards circular economy. By making customers aware of the circular economy concept and how
important it is for the economy to transition, this study might influence their market behaviour,
change their purchase patterns, and market choices towards more sustainable and
environmentally friendly alternatives. In this way they will be engaged in the common battle
against climate crisis. By showing companies how the transition might be beneficial for their
businesses this study might motivate them to research and reach for their communities and local
companies in search of closing the loops and creating hubs and clusters, to support each other in
growth and sustainability (Lewandowski, 2016). Waste of one company can be a resource of
another, and those who engage and create market connection will gain allies in the market
environment. By taking paradox theory lens, companies might see how to uncover tensions within
their structures and understand how to acknowledge them and harvest the creativity and
flexibility, as well as learn to unleash human potential and raise team’s effectiveness (Smith &
Lewis, 2011). This study also aspires to motivate the companies to search for paradoxes within
their companies and consciously manage the tensions to influence the way they create the value

or capture it.

1.6 Structure of the study

This section provides an overview of the thesis structure. First the literature review will be
presented, explaining the key concepts and theories on which the research question is based.
That chapter starts from elaborating on the background information about climate reporting and
government’s actions to stop climate crisis. Then the definition of circular economy will be
described together with different circular business models. Next, the paradox theory will be
described, elaborating on the organisational paradoxes and tensions. Finally, the main theoretical
framework of De Angelis (2021) will be described. The next chapter focuses on methodology used
to conduct the research. First, the research method is described. Next, the data collection and

data analysis is described. Last, the reflection on the quality of analysis is conducted. The next
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chapter discusses the empirical results. In the last chapter conclusions are drawn followed by the

discussion, limitations, and future research ideas.
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2 Theoretical Framework

This chapter provides an overview of the literature framework necessary for understanding the

research.

2.1 Climate reporting and government’s actions

In recent history there were a few major climate reports releases, which have changed the
view on the climate crisis, set goals, and shifted attention. COP21 in 2015 was the first major
event, which has showed that the climate crisis is a real threat and will bring serious and
irreversible consequences. We need immediate action to stop it, and the first move was to make
a commitment in the form of the Paris Agreement, in which countries agreed to work together
towards limiting the increase of the global temperature to 1.5 degrees Celsius (United Nations /
Framework Convention on Climate Change, 2015).

The next big moment was 3 years later, when an IPCC report was launched and bounded
the governments’ objectives with uncrossable deadlines. To reach the long-term goal, the
greenhouse gas emission must reach net zero by 2050 all over the world (IPCC, 2019). However,
it is an ambitious goal which requires international co-operation in executing environmental
policies as well as engaging not only policy makers and producers, but also consumers and
citizens. IPCC (2019) report is underlining that both energy supply and demand need to be
considered, for example by improving energy efficiency or changing the behavioural patterns in
greenhouse-gas intensive industries, as well as through decreasing the use of coal and increasing
the use of renewable energy sources.

A few months later, the European Commission has set up the plan and strategy towards
reaching those goals by creating the European Green Deal and furthermore released the Circular
Economy Action Plan (European Commission, 2019). To achieve the net zero goal, customers,
economies, and businesses must adapt towards more sustainable solutions. Currently
governments are working on the shift to green energy, but this action alone will not be enough
to reach the promised limits in time. That is why adapting to a circular economy and implementing

circular business models into practice is so important.

10
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2.2 Definition of Circular Economy and Circular Business Models

Circular economy is a framework created to deliver solutions for issues such as climate
change, waste, and pollution. The key ideas are eliminating waste and pollution, optimizing
efficiency of products and materials and regenerating nature (De Angelis, 2021; Ellen MacArthur
Foundation). Figure 1 shows how circular economy would look like in practice. It has two sides:
the technical circle, which goal is to keep the product as long as possible in the cycle by recycling,
refurbish, reuse, repair, reshare; and the biological cycle, which goal is to return the
biodegradable materials to nature and let it regenerate (Ellen MacArthur Foundation). This model
optimizes the use of resources and decreases their waste. Such an approach is called “cradle-to-
cradle” and it aspires to replace previous “end-of-life” concept (Lewandowski, 2016, p. 5). Close
local stakeholder relationships are important for circular economy and co-operation between
businesses, as one’s company’s waste might be another company’s resource and by co-operating
together, a joint value creation might be developed (Unal et al., 2019). To achieve circular
economy, businesses and companies need to change their business models and incorporate the

key foundations of circularity.

FIGURE 1. CIRCULAR ECONOMY BUTTERFLY DIAGRAM
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The main components of circular business models are taken from key aspects of circular
economy, for example the ReSOLVE framework, methods for circular value creation, normative
requirements, and areas for integration (Lewandowski, 2016). ReSOLVE framework described by
Lewandowski (2016) unravels 6 main opportunities of circular business model: regenerate, share,
optimise, loop, virtualize, exchange. Based on those criteria it collected 26 business models,
visible in table 1. Regenerate stands for using green energy and sustainable materials. Share
describes services and goods that can be reused by the customers as long as possible, under
maintenance. Optimize puts emphasis on raising efficiency of production and decreasing the
amount of created waste, not necessarily via product change or technology. Loop stands for
creating a circulation of materials for as long as possible, both inside and outside the company.
Virtualize symbolizes shift from real-life products towards digitalized versions. Exchange focuses
on updating the materials with new ones, as well as using new technologies (Lewandowski, 2016).

TABLE 2. CIRCULAR BUSINESS MODEL TYPES

ReSOLVE criteria Circular Business Model

Regenerate Energy recovery, Circular Supplies, Efficient Buildings, Sustainable product

locations, Chemical leasing

Share Maintenance and repair, Collaborative consumption, Sharing Platforms, PSS:
Product renting, sharing, or pooling, PSS: Product lease, PSS: Availability
based, PSS: Performance based, Incentivized return and reuse or Net Life
Sales, Upgrading, Product Attachment and Trust, Bring your own device,

Hybrid model, Gap-exploiter model

Optimise Asset management, Produce on demand, Waste reduction, Good
housekeeping, Lean thinking, Fit thinking, PSS: Activity

management/outsourcing

Loop Remanufacture, Product Transformation, Recycling, Recycling 2.0, Resource

recovery, Upcycling, Circular Supplies

Virtualize Dematerialized services

Exchange New technology

Source: Lewandowski (2016)

12
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OECD (2019) has highlighted five headline business models which are similar in definition:
circular supply models, resource recovery models, product life extension models, sharing models,
product service system models. It is not always straightforward to assign the company’s business
model to one category, as some of the firms combine multiple models (OECD, 2019). Different
sectors will naturally prefer one circular business model over another based on their human
resources, political system and legislation, IT and data management, business risks, leadership,
collaboration and motivation (Lewandowski, 2016).

The linear business model is a design of the firm’s value proposition, value creation and
value capture and delivery (De Angelis, 2021; Unal et al., 2019; van Bommel, 2018). Value
proposition is the promise, the offer to meet customer’s demand with the product or service,
which is later created, finalized and delivered to be exchanged on the market to the customers,
in order to capture its commercial value (De Angelis, 2021; Unal et al., 2019). Circular business
models have one more dimension in their business model: value network. It describes the level
in which the company is managing its main resources, capabilities, activities, managerial
practices, and relationships with partners, to increase circularity of products and production (Unal
etal., 2019). Circular economy and its principles require to alter the definition of value proposition
and value creation (De Angelis, 2021; Tapaninaho & Heikkinen, 2022). Value proposition should
maintain the relationship with customers but strengthen it, by the new channels of delivering
value (Unal et al., 2019). “Value creation and transfer refer to for instance, to activities related to
products, services, processes, resources and energy efficiency and waste management”, as well

as joint value creation of stakeholders (Tapaninaho & Heikkinen, 2022, p. 2729).
2.3 Paradox theory

Paradox theory is an alternative to contingency theory approach, providing a new angle on
competing interests. Paradox theory states that there are contradictory, correlated components
or goals, which can be met simultaneously, and therefore achieve long term sustainability (Hahn
et al.,, 2018; Smith & Lewis, 2011; van Bommel, 2018). In complex systems those conflicting
elements create tensions, which when acknowledged and managed create an opportunity to

foster the positive outcome (Smith & Lewis, 2011; van Bommel, 2018). Previously contingency

13
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theory was selecting which paradoxical demand fits the internal elements and external interest
the most and, by choosing one from the opposing factors, ignoring the other demands (Smith &
Lewis, 2011). However, when taking the paradox theory approach, we can fulfil opposing tensions
simultaneously and by doing so nurture the creativity. In organisations, the paradox theory can
help the management to better understand and lead the internal aspects of organisational goals
and systems, as well as through supporting the contradictory elements and create opportunity
for improvement (Daddi et al., 2019).

Smith and Lewis (2011) distinguish 4 organisational paradoxes, based on companies’
fundamental activities and elements: the learning paradox which expresses knowledge, the
belonging paradox which expresses identity, the organizing paradox which expresses processes,
and the performing paradox which expresses goals. Within those paradoxes appear tensions,
which, if used properly, can help the organization to make more sustainable management
decisions as well as increase efficient decision making and unleash human potential. The learning
paradox focuses on tension created from innovation, where the idea of building upon old clashes
with the idea of destroying the old and creating the new. De Angelis (2021) describes that as
tension between radical and incremental innovation. The second paradox described by Smith and
Lewis (2011) is the belonging paradox which appears between an individual and a group when
there are opposing values or interests between them, for example between a staff member and
the company as a whole. Third is the organising paradox, which is a tension caused by opposing
processes in complex systems. It resurfaces when contrasting collaboration with competition,
empowerment with direction and control with flexibility or routine and change. The last paradox
shows conflicting demands of internal and external stakeholders. The performing paradox
uncovers competing strategies and goals, for example company’s goal to achieve the highest
profit and company’s social responsibility goals which might create costs or decrease income. It
can also be seen as a clash of company’s short-term profitability with long-term prosperity (De
Angelis, 2021).

Smith and Lewis (2011) are also describing that tensions appear between the 4
organisational paradoxes. Tension between the learning and performing paradox can be seen

when future interests are conflicting with present goals, for example implementing major

14
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production system change while aspiring to the maximized efficiency in production. Tension
between the learning and belonging paradox surface when desire for change and the new
opposes with the feeling of already developed sense and purpose. In individuals it might be seen
when taking a new role. Tension between learning and organising paradoxes appears when
organisational routines and processes are required to be dynamic and constantly redefining
stable routines and searching for process improvement. The organising and performing paradox
produce tension when employees’ interest opposes customers’ interest, in terms of high
engagement and high performance (Smith & Lewis, 2011). Tension between the belonging and
performing paradox appear when sense of self and internal goals is challenged by the external
perspective and goals of, for example, society or occupation. The last tension emerges between
the belonging and organizing paradox and can be observed when collective demands restrict and
limit individuals for the common benefit.

Paradox theory literature also explores the field of managing the tensions. Hahn et al.
(2015) as well as Ivory and Brooks (2018) suggest acceptance strategy, and resolution strategy
to tackle the tensions. Acceptance strategies allows the tension to exist whereas the resolution
strategies, such as spatial separation, tends to acknowledge the tensions and separate them
either in time or space, or to create synergy strategy which allows to fulfil both paradoxical
issues at once. van Bommel (2018) describes two more methods to manage the tensions with
the alignment strategy, which created a win-win situation between the issues, and by the
avoidance strategy where the tension is ignored, and a win-lose situation is accepted.

Previous researchers have used paradox theory in sustainability, for example Daddi et al.
(2019) and van Bommel (2018) have investigated corporate sustainability through paradox theory
lens. Daddi et al. (2019) discovered the existence of performing and organising paradoxes and
van Bommel (2018) has found that when business model is innovated due to sustainability, the

most common tensions that emerge are performing, organising, and belonging tensions.

2.4 Circular Business Model and paradox theory — the framework of De Angelis (2021)

The main framework and theoretical lens used to conduct this study is based on the article

of De Angelis (2021). There is limited literature on the use of paradox theory on circular business

15
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models. In fact, De Angelis (2021) is one of the first researchers, to the best of my knowledge,
that has used the paradox theory approach on the circular business model and created a
framework of expected paradoxes which emerge due to circular economy principles as well as
due to the business model angle in terms of value proposition, value creation, value delivery and
capture. She has noticed that the implementation of circular economy ideas in organisations
should create tensions and, based on her description, formulated a tool to uncover these
paradoxes in a real life setting. The table 2 at the end of this chapter is summarizing the
framework proposed by De Angelis (2021) and further discussed in the next paragraphs.

After Smith and Lewis (2011) collected the literature around paradox theory and formulated
foundations for the further research, this particular lens was used to by De Angelis (2021) to
further develop circular business model framework to search for patterns in soft and hard barriers
in business community as well as broaden the understanding of circular business models. Once
the paradoxes are uncovered, they can be consciously managed to best nurture their potential.

Based on the paradox theory, De Angelis (2021) first mentions which paradoxes might
emerge in organizational settings due to implementation of circular economy values. The learning
paradox should appear due to innovation and implementation intensity, as well as the dilemma
of building the new based on the past or destroying the past and creating the new from the
beginning. The performing paradox should come to the surface when short-term goals are put
next to the long-term goals. For example, the short-term income incentive may not fit with the
long-term profitability of investment resulting in the tension from using more sustainable but also
more expensive materials. The next belonging paradox tension could emerge when company
working with close network connection among various partners is trying to keep independency
at the same time. It may also appear when there are different values and goals for the company
and the individual as well as the network. Finally, the organisational paradox should also take
place and be visible when both collaboration and competition appear due to increased network
collaboration. This tension appears also when efficient, economies of scale companies introduce
local and regional resilience and operation.

Additionally, De Angelis (2021) is naming the tensions which could emerge from the

circular economy value loops as they are altering linear production and consumption. From the
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definition of circular value creation, De Angelis (2021, p. 5) has created 4 “value loops”: power of
inner circle, power of circling longer, power of cascaded usage and power of pure inputs. The first
power loop suggests that product life-end should be optimized and efficient, no need for extra
repair if it is not necessary or recycling something that can be repaired. Second power loop,
underlines that we should extend the usage time of products and materials. In third power loop
she says that use of resources should be diversified through the company’s value chain. The last
power loop is suggesting that if products and materials are in a good condition, they can be looped
and reused in the process many times.

First De Angelis (2021) described an organizing paradox, which appears due to increased
network co-operation and complexity of processes, when all 4 value loops may require vertical
organisational structure to harvest greater value capture and smaller value loss due to increased
control, although sacrificing flexibility. It can also appear when there is a tension between
resilience and efficiency, when closed local loops for product recovery and recycling are tried to
be transformed into the bigger scale, or when a big economy of scale company is implementing
local recovery. The second tension could appear when the outcome does not fit the process, in
terms of product design failure or costly investment in the high-tech industry. Third tension
emerges from the performance paradox and could be observed when value network competes
with company’s value capture, many different actors bring different demands and goals which
company needs to align in order to create and capture new value, share risks and profit. This
tension may also arise from the inside of the company when different teams compete as they are
graded on new product performance or remanufacturing. This paradox can also appear in value
loops when environmental goals worsen economic goals, as the lower products’ quality in closed
loops may decrease profit and brand image.

Furthermore, De Angelis (2021) took the business model perspective on the organizational
paradoxes, in terms of how these paradoxes impact value proposition, value creation, value
delivery and capture in companies with circular economy implementation. Changes in value
proposition due to circular implementation may cause the learning paradox to appear, depending
on how much radical or incremental adaptation of circularity is in the business model. De Angelis

(2021) writes that organizing paradoxes could potentially affect value creation and delivery due
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to tension between collaboration and competition as well as efficiency and resilience. She further
mentions that the belonging paradox could have impact on value creation and delivery. In terms
of differences in organisational value creation and network value creation the actors have diverse
demands. Therefore, the company will face a problem when creating different value for different
actors. Lastly the performing paradox could affect value capture in companies which try to meet
economic goals as well as environmental, social, possibly on both organisational and network
degree.

The study of De Angelis (2021, p. 6) is one of the first in structuring paradoxical tensions
in circular implementation which underlines the importance of paradoxes in terms of business
model components. However, her research lacks the empirical evidence, which she suggests as
an opportunity for future research. In my research | aspire to uncover the organisational
paradoxes using the theoretical framework provided by De Angelis (2021), as well as compare the

findings with companies in different stages of circular implementation.

TABLE 2. SUMMARY OF THE FRAMEWORK PROPOSED BY DE ANGELIS (2021)

Circular Economy implementation

Learning paradox Tension appears between intensity and degree of innovation,

depending on how radical or incremental are the change.

Tension between exploration and exploitation in terms of knowledge
creation. Will new knowledge replace the old one and initiate new

processes or will it be built upon old experience?

Performing paradox Short-term gains create tension with long-term prosperity, for
example when using more sustainable and expensive materials or
when investing in R&D to be more circular and reducing short-term

profit.

Belonging paradox In terms of identity perspective, the company may struggle to see
themselves as independent entity and at the same time a part of a

bigger network and system.
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Tension when organisations and individual have different interest,

goals, and values.

Organizing paradox

Tension between competition and collaboration when companies

following circular economy need to cooperate more with partners.

Tension between efficiency and resilience, when local and regional

based processes appear in economies of scale and big companies.

Value loops

Organizing paradox

All 4 value loops may reveal tension due to network cooperation. To
prevent value loss and increase value capture a vertical organisational

structure may be needed to increase the control, sacrificing flexibility.

Tension between resilience and efficiency: when closed local loops for
product recovery and recycling create a tension with the bigger scale
companies, global production, and supply chains. It therefore emerges

from the power of inner circle, circling longer and cascaded usage.

Organizing and

performing paradox

Outcome does not fit the process in terms of product design or failure
in the high-tech industry where recovery of the product is not

profitable, therefore emerging from the value loop of circling longer.

Performing paradox

Value retention of the network clashes with company value capture,
when many different actors bring many demands and goals, which

need to align to create value, share risks and profit.

When there is internal competition inside the company as teams are

graded on new product performance or remanufacturing.

When environmental goals clash with economic goals when the closed
loops influence the quality of the product, decreasing profitability and

brand image.

Circular Business Models

Learning Paradox

This paradox could be visible in companies which are implementing
circular business model where value preposition changes, reinventing

customers and product, especially when radical changes.
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Organizing Paradox

This paradox could affect value creation and delivery due to tension
between collaboration and competition as well as efficiency and

resilience

Performing Paradox

This paradox could affect value capture in companies who try to meet

multiple, possibly on both organisational and network level.

Belonging Paradox

This paradox could influence value creation and delivery, causing a

tension when creating different value for different actors.

Source: Student’s self-elaboration based on De Angelis (2021)

2.5 Chapter summary

The chapter contains the literature part on which the thesis is based. The first paragraph

describes the climate reporting and governments’ actions underlining the urgency of tackling

climate crisis and the importance of circular economy in this fight. The next paragraph provides a

definition of circular economy and circular business models. The following paragraph describes

the principles of paradox theory, how the tensions appear and how they can be managed. The

last paragraph describes the framework created by De Angelis (2021) where she takes a paradox

theory approach on circular business models to uncover which tensions appear and how do they

influence the components of circular business models. At the end of the paragraph a summary

table was created to collect the most important foundations in her framework which later can be

used when compared with this thesis’ empirical results.
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3 Data and Methodology

This chapter describes the chosen research method as well as provides further information
on how the data was collected and analysed. At the end the quality and limitations of analysis are

provided.
3.1 Research Method

A qualitative explorative approach was chosen as a research method for this study. It will
allow to gain more insight from the gathered literature in a real-life setting and check which
paradoxes and tensions exist in companies with circular business model in practice as well as
reveal if they differ per industry, operating time, or number of employees. The analysis of
research data will be made and the findings will be compared to the theoretical framework of De
Angelis (2021), as well as to the paradox theory from study of Smith and Lewis (2011). The
inductive analysis approach was chosen to extract the data from the interviews and based on the
findings generate a theory (Williams & Moser, 2019). After the findings, the reflection over the
quality of the research was conducted. At the end the findings and limitations from this research

were described as well as suggestions for further research.
3.2 Data collection

The data to this study was collected by conducting online interviews via MS Teams with
employees from different companies and industries. During the interviews the student was
staying as neutral and objective as it was possible. The selection of companies was made following
the list available on European Union (2023) website and distinguishing the ones with circular
business model as well as own internet research. The summary of the interviews’ details, and
companies’ characteristics can be found in table 3. All participants agreed to have the interviews
recorded and transcribed for further analysis with anonymity of name, surname, and company
name. Participants were informed about the importance of their comfort and allowed to refuse
answering uncomfortable for them questions. The list of questions was shared with a few

participants after the request, in order to provide comfort, reduce stress and allow preparation
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to the interview in foreign language. The interviews had semi-structured design based on the list
of 30 questions, with space for small changes and adjustments following the information revealed
in the interview process. The list of questions was developed by the student, following own
elaboration on the literature in order to reveal organisational paradoxes, value creation and value
loops, available in Appendix 7.1.

During the interviews and in the email communication beforehand, the words “paradox,
paradox theory” and “tensions” were avoided to reduce social desirability bias, similarly to the
research of Daddi et al. (2019). The companies’ official reports and online documents were used
to broaden the level of analysis together with written information available on the official online
websites. Multiple circular companies and organisations were invited to the research, but only 8
communicated a desire to participate in the interviews during appointed period. One company
has cancelled the interview but provided the data in written form by answering the questions

from appendix 7.1.

TABLE 3. LIST OF INTERVIEWS

Participant | Interview Team or Age of the
Company Industry Main product size
number duration position company

CEQO/ Founder | Retail apparel

A 1 33 min Circular clothes <10 | Start-up (>3)
/Director and fashion
CEO/ Founder | Environmental Take-Back
B 2 60 min <10 | Start-up (>3)
/Director services product system

Packaging and
Packaging and

C 3 34 min Finance Team containers 10k + Old (50+)
paper
manufacturing
Handmade
Sustainability Medium
D 4 59 min Retail mattresses, beds, <50
Team (20+)
and bedding
CEOQO/ Founder Recycled
E 5 38 min Design <10 | Young (10+)
/Director sketchbooks
Marketing
F 6 26 min Construction Carpets 10k + Old (80+)
Team
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Civic and 2" hand shops
CEO/ Founder
G 7 56 min social and furniture <200 Old (80+)
/Director
organisations upcycling
CEOQO/ Founder Apparel & Vegetable leather
H 8 40 min <10 Young (<10)
/Director Fashion accessories

Source: Student’s own documentation. Industry, main product, size, and age of the companies showed
according to the data from companies’ LinkedIn profiles retrieved on 24.06.23.

3.3 Data analysis

After the data was transcribed, the analysis was following the thematic analysis approach
to recognize the patterns in the data (Braun & Clarke, 2012). The interviews were first open coded
in Word documents commentary section. Each participant got assigned different colour for the
axial coding in Excel, which sorted open code into categories based on similarities of topics
(Williams & Moser, 2019). The next step was to perform selective coding and create themes based
on paradox theory categories: organisational paradox, belonging paradox, learning paradox,
performing paradox, value loops, circular business model, value creation. After sorting the data
to relevant themes, the data as analysed through paradox theory lens in reach of paradoxes.
Following, the search of repetitive themes was conducted, and newly discovered paradoxes were
described. The other data such as internet website information and additional documents were
gathered to add additional perspective on the findings. Further the results were compared with
De Angelis (2021) framework about circular business models and paradox theory perspective. The

example of open, axial, and selective coding is available in appendix 7.2 and 7.3.

3.4 Quality criteria

To assess the quality of the conducted qualitative research, four quality criteria were chosen
based on the literature of Guba and Lincoln (1982); Merriam (1995) and Flick et al. (2004). Those

are: credibility, transferability, dependability, and confirmability.

3.4.1 Credibility
Qualitative research is in its nature an interpretation of the reality, therefore the

researcher is interpreting someone else’s interpretation (Merriam, 1995). To ensure the
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credibility of the thesis the following strategies were used. Peer debriefing was used in the form
of thesis supervision to provide the honest guidance about methodological steps, give advice and
comment on plausibility of the results (Guba & Lincoln, 1982). Referential adequacy materials
were collected during the interviews, when the participants wanted to share additional
documents, such as videos, webpages, and Impact Reports (Guba & Lincoln, 1982).Triangulation
method was used where possible, to check the correctness of the information shared in the
interviews, with documents available online posted by the companies (Guba & Lincoln, 1982;

Merriam, 1995).

3.4.2 Transferability/ External validity

To improve the transferability in this research the methods used was thick description, so
that the reader equipped with enough information could assess “how closely their situation
match the described research situation and whether findings can be transferred” (Merriam,
1995). This method was used when describing the paradoxes and providing the quotes from

interviews from which the paradoxes emerged.

3.4.3 Dependability
Dependability assesses if results are consistent with the data (Merriam, 1995). To improve
dependability the triangulation and peer debriefing described in section 3.4.3 were used as well

III

as the “audit trial” and detailed description of the data collection and analysis.

3.4.4 Confirmability

To avoid biases in answers, the questions in the interviews were formulated with avoiding
the words “paradox” and “tension”. The other methods used to increase confirmability are
triangulation as well as reflexivity in a way where motives for formulating the study were

described, as well as any assumptions or biases Guba and Lincoln (1982).

3.5 Chapter summary

This chapter explains the methodology used to conduct the research. The research method

used for this thesis is qualitative explorative approach, based on analysis of the online interviews.
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The interviews were following the semi-structured design based on list of questions in appendix
7.1. The data was analysed following the thematic approach which included open coding, axial

coding, and selective coding in order to discover the repetitive teams.
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4 Results

This chapter first describes the observed organisational paradoxes across the interviewed
companies as well as paradoxes in relation to value loops and value creation. Each subchapter
was assigned categories in axial coding which through further selective coding allowed to see
themes with regards to the research question and paradox theory literature. As this study only
had 8 participants, the described results represent only this group data. Next, the companies
showed the paradoxes with examples from the interviews. The end of this chapter reflects on
the literature and proposes new perspective on the paradox theory. Table 4 provides an overview

of the research findings.

TABLE 4. LIST OF PARADOXES IN THE CIRCULAR COMPANIES

A B C D E F G H

Performing

paradox

Learning

paradox

Organizing

paradox

Belonging

paradox

Quality

paradox

Source: Student’s own elaboration on data from conducted interviews.

4.1 Performing Paradox

The performing paradox appears when there are competing strategies and goals, therefore
the categories which emerged from the interviews in relation to the performing paradox were:

economic goals, environmental goals, relation between economic and environmental goals,
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short-term goals, long-term goals, and values. AlImost all participants confirmed existence of both
economic and environmental goals, a few of them also mentioned social goals. This paradox also
revealed how companies manage these tensions while using different strategies.

Interviewee 1 from company A has mentioned that the present goal is to become
profitable whereas in the long term the goal is to show that circular business model can work in
practice and to inspire other businesses to adapt their models.

P1:” Well, right now is to become profitable. But the really bigger goal is, you know to, to have

this circular business, what | have just mentioned, reuse, repair and recycle, you know and make it

profitable, because then we can show that we have a business case.”

When asked about the relationship between economic and environmental goals the tension was
revealed. The speaker was hesitating if the relation is difficult as the nature of the business is
purely circular, and the economic goals were satisfying, however the balance between meeting
both goals was an issue.
P1: “On the one hand, you know, we're start-up, we need to grow, and we need to grow towards
profit. (...) But on the other hand, we want to make good decisions, you know? That we take care
of the environment. (...) We are actually doing quite good at this. It's more, you know, we're doing
so much for the environment, but we're not growing as quickly as we should. And | then wonder,
OK, do | have too much focus on the environment and should | rather, you know, sometimes, look
a little bit away and focus on really making cash? Yeah, this is this is something | struggled with

sometimes.”

This company revealed that the way they are managing the paradox is resolution strategy
sometimes with a temporal separation (short-term, long-term), and as the nature of the business
is circular there is also alighment strategy. The company seems to use them both and change from
alignment to spatial separation in moments when economic goal needs to be prioritised in short-
term for company’s existence on the market.

The other start-up showed different way of tension management. In company B, the
speaker 2 has shared that meeting both economic and environmental goals might be challenging

as in the short term you might need to bear the cost of being more environmentally friendly,
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however in the long term it would be profitable, and mentioned that this might be a struggle and
barrier for many companies.
P2: “Yes, um there is a challenge for us and for a lot of people, who are trying to make things right.
In the sense, for example recovery, to make people understand to make companies or people who
are managing companies understand, that to do things right, it is sustainable, in it is refundable.

Also, maybe you can pay something a bit more now, but it will be refundable.”

This tension showed that the economic goal does not align with sustainable goal in the short-
term, but it does in the long-term. Through this answer, the speaker revealed that the company
is using acceptance strategy when it comes to tension management of this paradoxical relation.
Participant 3 from company C named sustainability as very important to the company and
later described the economic goal as first in the hierarchy and the environmental goal was named
as second. Later in the interview it was also said that they are related as sustainability can raise
company’s reputation and bring more customers. Moreover, it was recognized that through
becoming more sustainable, the costs of energy or waste could be reduced, bringing more
economic value to the company, which again shows the hierarchy of economic goal over the
environmental one. However, the importance of environmental goals was underlined a few times
throughout the interview, it is therefore creating performing paradox as company might struggle
with nurturing both at the same level.
P3: “My company does have this, you know, this sustainability side for the business, it's actually a
very, very important part of the of our business, it is one of the main core values. Sustainability. (...)
Well, of course the main goal is to have as much profit as possible. I, like any private company, |
think. (...) Of course, that is the main goal for all companies. Um, but of course, as a maybe second
value is sustainability because of the industry that we are in. (...) But of course with the with time
and with the circumstances of the world and the problems that we are facing, | think sustainability

has to be a core value for them, for this type of industries.”

This participant revealed that there is a clear win-win situation when environmental goals are
met as they also improve the economic goals. That kind of tension management is called

alignment strategy when both goals enhance each other.
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Participant 4 from company D when asked about goals, named that they have multiple
pillars which they are trying to meet at the same time. Those were: closing the loop, sustainable
and regenerative sourcing, social projects (healthy sleep for all), climate emergency and
supporting local community. However, when asked about efficiency, the struggle of multiple goals
was revealed with assumption that it can be hard to manage the balance between them all.

P4: “I can't imagine how hard it must be for my production manager to sort of like figure all of that

out and try and best understand, you know, accommodate everyone's needs and, you know, make

sure everyone's happy. And you know if they need some time off or whatever. But also make sure
that the companies is running efficiently in the sending out all those (mattresses) when they need

to be sent out and you know the customers are happy”.

The economic goal was also revealed but as the company’s main product is in nature ecological
and circular, it goes in line with circular and sustainable goals.
P4: “I think just in terms of the, to be a sustainable business, you have to be a business, so you
have to make money at the end of the day. | think efficiency is definitely important, but that is a

sort of. | think it works differently when you're a company that's manufacturing by handmaking

products.”

The way these tensions are managed is synergy strategy when all goals are tried to be met at the
same time, even when paradoxical in nature.

Another tension in company D was revealed in terms of meeting the climate emergency
goal with reducing the carbon emissions, as it was noticed by the interviewee that with company’s
growth, meaning higher production of circular products, the total emissions would grow.
However, the company invented an indicator to check whether they emissions would decrease
per product and is tracking that progress, which shows that the paradox was recognised and is
under control. The way this paradox is managed is acceptance strategy, as the company accepted
that the carbon emissions will grow with the growth of the company, however they are still trying
to better control this growth.

P4:”(...) we want to grow as a company, but also the idea is to grow sustainably. (...) We realised

that as we keep growing as a company, we're going to have, our emissions are going to increase.

There's just no way for them to go down as a total number, but the idea is to make sure that they
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go down per product, so making sure that we reduce our impact for every mattress that we make

or for every bed that we make.”

Participant 5 from company E revealed that the company is trying to meet multiple goals:
economic, social, and environmental goals. The economic one is currently the most important but
also the goal is to inspire people and businesses. This created a tension of trying to meet multiple
goals. The company wants to create a good workspace as well as give chances to people. The way
these tensions are managed clearly shows alignment strategy as environmental and social goals
are described as they enhance economic goal through marketing, which creates a win-win
situation.

P5: “Obviously it's also just a company, so like, it's my way of living, so it provides me with a salary

which is nice but our mission is to um, to inspire people in getting more creative and making it a

way of living, basically, so in providing the tools that like spark this enjoyment and spark this like

inspiration and we hope to have to make people, yeah, add more creativity to their life. This is the
main goal of our company. (...) Yeah, in a way they, well, | believe like for us it's also like this, these
more environmental decisions are also really like, they are also our marketing like it's also what
drives us like that we work with this social employment facility that we reuse and recycle it's also
our marketing so it should boost each other | think.”
However, when asked about relationship between economic and environmental goals the
interviewee revealed that there is a tension between the goals when a certain level of cost is
reached. If the sustainability goal brings a lot of investment or short-term decrease of profit, the
company is switching the tension management strategy to the acceptance one, as the tension is
acknowledged and the opposing goals are not being met together as one is sacrificing the other
however, the decision is always tried to be made to decrease the loss on either of the sides.

P5: “And this this uh. | mean it depends. Depends basically like how big is the difference, like when

with this example about these envelopes, if it's just paying a little bit extra to make the greener

choice, then it's obvious we do it. | mean it's fine, but if it's a really big gap (...) like double the price

for instance. Then yeah then it's more difficult.”
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Participant 7 from company G when asked about goals, named a doughnut economic
model and following that model provided clear goals which need to be fulfilled “with respect to
the boundaries of earth with minimum social level” (P7).

P7: “Um for us they are very much in sync. No. Um. It's sometimes it's a struggle. This one is a

struggle. What, you ask me now, is a struggle. Because the very logical hierarchy of the goals is

first the earth then the human, and only then the money. No, because if there is no earth, there
will not be any human anymore. And what's the use of money? (...) the matter of the fact is that if
at the end of the day we don't earn money or we lose money, we will not be able to reach the other

objectives as well.”

However, the way company G has it in sync is, to not maximize the profit and focus on other two
objectives while only meeting the operational level of profit. It was said that if there is any higher
profit at the end of the year, it is reintroduced to the system and spend to the two objectives.
Treating the goals equal allows to manage the tension between them in the idea of alignment
strategy.

Moreover, the complexity of reaching multiple goals at the same time in company G is
creating a paradox as well. It was mentioned throughout the interview that social and
environmental goals are very important. In the social part, the focus is on the staff, their
wellbeing, the system of reintroduction to the market, or fight with loneliness. The nature of the
business is environmental based on second hand nature. To easy raise the focus and impact of
the environmental side it could be done by raising efficiency but when asked, it was immediately
answered that efficiency is important, but it cannot be done while jeopardising the people, which
uncovers the limits of the paradox. That only underlines the alignment strategy when managing
tensions as there is a clear incentive to not worsen any other goal.

P7: “Oh yes, we could become much more efficient there, but that would be at the detriment of

the wellbeing of those people working there, and in fact our goal is to get them into a better

situation to find a way to the market. So that would be against that objective so that we would not

dO ”

Participant 8 from company H mentioned more than just environmental and economic

goals which they are trying to pursue at the same time. When asked about the relationship
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between the economic and environmental goals, there was a clear answer about what is most
important and what comes after that. The company was founded as a circular one and that is why
the environmental goal is the most important, however as there are many different goals, it looks
like the organization is managing this tension through alignment strategy, creating a win-win
situation when fulling them.
P8: “Well, our main goal has been to prove that circularity in our niche is possible and it's possible,
and it is economically and environmentally and socially and culturally, it's possible (...) Mine have
always been in a way like. Like my urge to do that comes within me as a designer like to do like to
create something. Then the next kind of boundaries that to do that but within the boundaries of an
environment. And then comes the economic side like to do it so that it would also be a sustainable

in that way.”

Participant 6 is the only one that did not mention economic goals in terms of profit but
rather in terms of including all customers in different price ranges of the products. When asked
about relation between economic and environmental goals it was clear to the participant that
they both align and work together. Throughout the interview circularity and sustainability was
mentioned as a foundation of the company as well as importance of constant development and
search for more sustainable ways. | believe that the lack of economic incentive in the interview
comes from the full product focus on circularity and developed position in the market as an old
company with already build good reputation, customer base which does not need to worry about
operational side of the business. However, as it was admitted that there is a relationship between
economic and environmental goals, the strategy used here to manage these two goals is the
alignment strategy where both goals create a win-win situation.

P6: “So right now, we've been focusing a lot on creating technologies and our R&D team has been

really working on finding materials to create the lowest circular coverage footprint for our carpet

tiles. (...) But it's just creating the process of how to really become sustainable from every and each
point, and specifically to target all levels of price points. (Economic and environmental goals) | think
they go really align and that's a very nice, because actually, | think our business plan economically,
it's becoming one of the like the leading manufacturing company {(...) where we do not only offer
beautiful carpet tiles, but also the most sustainable carpet tiles that you can ever have with the

yeah, the chance that we can recollect the carpet tiles and recycle them in our recycling centre”
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4.2 Learning Paradox

The learning paradox describes the tension from innovation and can be observed where the
idea of building upon old, clashes with the idea of destroying the old and creating the new (Smith
& Lewis, 2011). All the participants mentioned that innovation is important for their companies,
however the tension is observed only in company B and D.

Interview with participant 2 from company B however, revealed the existence of the
learning paradox. The tension however is not internal, as the company was founded with
circularity in mind from the beginning, but external. The main product and goals are a big
innovation compared to the market and how other companies operate. Company B proposes a
new system of goals and strategy for the circularity. The goal of the company is to create a
network, where brands, customers and recycling centres are connected to better close the
recycling and production loops. They also advise the brands about their products and how they
can change to become more circular. The interviewee recognized that changing the system in
which brands operate will be difficult, as not many brands are designing their products with
circularity in mind. It was also mentioned by the participant that the change to circularity might
bring short-term costs, which might discourage the innovation, however, they should profit in the
long-term. Therefore, the tension appears between creating a new innovative idea by the
company B and how the brands and market should drastically change, and destroy the previous
order and structures build on waste of products. The interviewee is acknowledging that the
radical innovation process is going to be hard and that shows the acceptance strategy to manage
this tension.

P2: “So, we need to introduce another actor, and this is what we are doing. It is difficult because

brands companies, the manufacture, they don't know anything about their own products. Because

80 - 90% are made in Asia. (...) So, what we are doing, we also want to be teachers and to be to a

company, brands and companies and factories in this way to understand what they are doing and

even redesigning they their own products. (...) | know it is going to be difficult and hard, but we have

to understand that we need to change our minds. “

Participant 4, who is from company D as well, also revealed the learning paradox with the

external market. It was clear throughout the interview that the company was a pioneer in the
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industry and as one of the first was paying a lot of attention towards transparency of materials,
high quality, safety, and certifications. However, as the company was using innovative product
design and using niche materials, the certifications were not yet available, as the suppliers did not
feel the market pressure towards obtaining them. It was also mentioned that it is now time for
the industry and competitors to innovate to reach similar level as the company D. There is
therefore clear incentive to innovate the old, not flexible industry, with a new approach, which is
acknowledged by the speaker and reveals the acceptance tension management strategy.
P4: “the materials that we use are so niche and there's so rare that they just isn't enough demand
for them to be certified through a supplier (...).So all of the suppliers that we have it's not, there's
just not enough demand for natural materials and fibers for them to change their entire business
model and come up with a whole new thing that's all natural and this and that so sometimes we do
still kind of hit a dead end and we just be like well there's nothing else like we've looked you know
far and wide and this is the only thing that we can use and it's frustrating and it's annoying but we
obviously can't make it ourselves so you know. It's somewhere it's matter of again waiting for the
industry to catch up, but we do still diligently research innovation and check if there's anything new

that's come up.”

For the companies A, C and G the circular innovation was a smooth, incremental process as
the companies were adapting to and with the market. Company A, E, F and H were focused on
circularity from the beginning therefore they did not need to adjust to the innovative change

inside of the company.

4.3 Organizing paradox

Organising paradox shows a tension caused by opposing processes in complex systems
(Smith & Lewis, 2011). The interviews confirm De Angelis (2021) study where the organizations
implementing circular business models show organizing paradox. In the research sample this
paradox is observed only in the old companies with high number of employees, coming from old
industries where the organization went through the circular implementation process at some

point in their history. The companies with organizing paradox are companies C, G and F. Vertical
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organisational structure may add the complexity: companies C and F have clear vertical structure,
whereas company G said they would like to be horizontal, but it feels like they are more vertical.
Participant 3 from company C revealed that the organizational structure is complex. It was
said that there is high level of collaboration between the teams and individuals, however when
asked about competition, there was no competition between the teams, however, there was a
healthy competition between some individuals. When it comes to routine and change, it was
underlined that there is a stable routine, however, the efficiency is expected and there is constant
search for new technologies to raise efficiency. The tension management strategy is therefore
the synergy strategy, when sometimes opposing characteristics can be maintained at the same
time.
P3: “It's not so flexible because this is a | think because of the industry, that this industry is not like
a, you know start-up thing or things like this is it's an old so to say. An old industry, so it's more rigid
and more strict with timelines and guidelines. (...) | do know that of course there are plans to keep
improving, to have new processes to have, you know. Yeah. Ohh a lot of plans to reach our

sustainability goals for each year. (...) (Is efficiency important?) Um, we focus on efficiency because

that leads to more profits, of course. Um so yes, 100%.”

Participant 6 from company F mentioned during the interview that creating a new collection
can take years, as this is a complex process with clear order of creation and production. However,
when asked about the efficiency, it was mentioned that it is important for the company. The
innovation was also underlined as important and continuously searched and developed. It was
also higher pace environment and is becoming more and more calm with wellbeing and
sustainability in the centre. The organizing paradox therefore emerge when there is an
importance on both routine (with production process and time-consuming new product design,
production, and release), and efficiency and innovation which bring change and adjustments. The
speaker showed acceptance towards the situation, revealing that the organization might in fact
manage this tension by accepting its existence.

P6: “So right now, we've been focusing a lot on creating technologies and our R&D team has been

really working on finding materials to create the lowest circular coverage footprint for our carpet

tiles (...) launching a product involves a lot of departments of course, and is, as | mentioned, is a

process that it takes really long time, like not months but years.”
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Participant 7 from company G started the interview from explaining the complexity of the
organization. It was later mentioned that the department, as well as stores, have full autonomy,
and entrepreneurship is encouraged. However, it was also said that there are operational
processes which need to be followed together with expectations towards the performance and
results. When it comes to the stores, there is a lot of opportunities for initiative and
entrepreneurship, however they should perform well and bring profit. The questions about
collaboration and competition were both with mixed answer, which reveals the tension there.
There is collaboration between the second-hand department stream, however some teams do
not interact so much together. When it comes to the competition, there is no internal competition
between the individuals or teams but there is sometimes competition between the stores and in
some cases the competition between a store and external competitors is encouraged to stimulate
the growth. The main tension management strategy used is the spatial separation, meaning the
paradoxical characteristics are separated between the stores and higher management or
different teams, so that they do not appear in the same moment and space for the same actors.

P7: “So if you look to the core activities, I'm free. Yeah, | have to deliver the numbers, but I'm free.

(...) So, we encourage, ohh, | will not say the word innovation Julia. We will rather encourage

entrepreneurship. (...) But we've given a free hand to shops. Try something, do something. (...) Ohh,

we feel a bit of competition between the shops. They try to be the best, the biggest, strongest. Yeah,

but that's why | think a bit of human nature, but they're on the other hand, they also work together,

an exchange thing.”

4.4 Belonging paradox

Belonging paradox appears between individual and a group when there are opposing values
or interests between them (Smith & Lewis, 2011). In case of companies with circular business
models this paradox did not appear in any case. All the participants confirmed that their values
align with the company values and their expectations are met. Moreover a few of the mentioned
that they joined the company due to the values matching their personal ones. There is also a
feeling of collectiveness and working together towards greater good, which seems to also create
a very nice atmosphere withing the teams. However, as 6 out of 8 participants were CEOs/

Founders/ Directors or in a sustainability team, it might have influenced the results. | would like
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to suggest removing the aspect of employee’s values vs company’s values in belonging paradox
when company has a circular business model in the special context of higher management and
sustainability team members. The participants, when asked if their own values align with
company’s values, answered:
P1: “Yeah. And how that would be for the other staff members? Um, as far as | can trust their
feedback, yes.”
P2: “Yes, | think in this project when someone is putting so much effort and energy. | really believe
it.”
P3: "But uh yes, especially in in this case, talking about circular economy and sustainability, | do
100% agree with these values”
P4:” Ohh my values, there | definitely think so yes (...). So, for me it was exceptionally important to
find a company that I really believed in and | so like my thinking and my values aligned with {(...).”
P5: ”Yeah, for sure. Yeah. | mean, it's born out of my own concepts of course, this my own idea and
| started it and found it.”
P6: “Yeah, I think for sure.”
P7: "Yes, yes, for sure. | enjoy my work. (...) But what I'm doing now is much more aligned with my
values than that insurance business that | can tell you.”

P8: “Yeah. Like it's my, as it also has my name, so | have the same values.”

However, in terms cooperation with partners, their values, expectations, and the incentive from
the company to keep its independency. Company A did not experience this tension.

Participant 2 from Company B saw the company as a platform to connect all the partners
and was describing the collectiveness of the whole system rather than making distinction to be
independent from the network. Therefore the belonging paradox also did not appear in the way
it was described by the literature.

P2: “And our goal or vision is to become uh a tool to allow people another channel, but the trash to

any object, to any discarded object. To allow them to return it to brands. It is also a tool that will

allow brands to introduce and to be an actor a main actor in the circular economy, because brands

are responsible about, they are producing. (...) And we want to connect these three blocks.”
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Participant 3 from company C described that there is an inner recycling centre which
eliminates external partners for that material. The suppliers were briefly mentioned in terms of
transport. Later, when asked about expectations, it was said that they are economic and
environmental, and both are met by the company. There was not an incentive to create a
connected network neither to separate and have independence, which | assess as no belonging
paradox.

P3: “The most important thing for them is to be paid on time and as agreed, and we do not have

problems with this (...) we are meeting their expectations and they are working with us for these and

also it's a good company to be working with, some of them even rely on us for you know for their

business so yeah.”

Participant 4 from company D spoke a lot about the local network and close collaboration
with the suppliers. It was also said that the company is choosing them based on their values. The
company values transparency of the chain of supply and feels responsible for its quality therefore
there is feeling of collectiveness and network cooperation, rather than company trying to
separate itself and gain independence, which also leads to no belonging paradox.

P4: “I think we're sort of the company which because we're small and we're a small team, it's easier

for us to be really connected with our network of suppliers. (...) We try and sort of work with suppliers

that are fully aware of where their materials are coming from and where their sourcing from. We
don't have a very, very, very long list of suppliers that is hard to trace and track. And we do try and

keep it that way, | think.”

Participant 5 from company E mentioned that the main expectation for the suppliers is the
good quality and uniqueness of the product. And as the production is also moved to the external
partner with whom they are collaborating very closely and show collectiveness with, their
expectations are to have a good honest work that they enjoy. This therefore also didn’t reveal
any paradoxes, as the company also does want to create unique, good products and create a nice
workspace for employees.

P5: “We're working together with this production partners but also. | feel like this think about our

suppliers as collaboration partners as well. (...) Maybe they are also just enjoying the work and doing
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a nice job (...) For this social employment facility | do not really know, to be honest. These are just

mainly people so that are happy that they have a job and they like making this thing”.

Participant 6 from company F spoke about collaborating with suppliers in terms of receiving

materials and closing the loops when using waste products of other companies, however it gave

the feeling of one network working towards the same goals which was described as a win-win

situation, therefore no belonging paradox was observed.

P6: (Do you have many partners in the supply chain and production?) Yeah, a lot. And | think that's
how it makes it so circular, like circularity so important and how it can be achieved (...) (what are the
expectations of the suppliers?) we are helping them actually, because that's a waste (product) for
them. They don't need it. (...) But we take them from them. So that's already a super great. A win-
win situation. (...) us communicating about what they do as well. (...) And then we have them as

partners of course. And then we also do some marketing for them as well, but that's pretty much it.”

Participant 7 from company G said that the company is choosing the partners according to

their values and how they fit together. It was also said that they work together towards reaching

the goals and there was not a competition between them, neither the willingness to gain

independence, which again reveals no belonging paradox.

P7: “we always will make a choice for a partner, that is close to our values.”

Participant 8 from company H said that they are collaborating with many different partners

but they are all supporting each other and counting on each other’s success, therefore no

belonging paradox was experienced here.

4.5

P8: “I guess that they just like they are hoping that we will succeed better and better and that they
can have us as a partner that is going to be a like a growing market partner because to have like

very many little, little partners is exhausting”

Quality Paradox

Interviews were open coded in an inductive way to allow the theories to emerge from the

data. Something that was noticed when making the analysis is a new paradox which | propose to

call a quality paradox. 4 companies have made a similar observation that the products are high
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quality, sometimes higher quality, as well as being safer than products of the competitors. On top
of this, they are more certified and more transparent when it comes to the materials and their
origin. However, that does not guarantee customer’s trust. Customers require proof in form of
certifications, assurance of safety and transparency but even when that is provided, they stay
hesitant and full of doubts. | believe that the nature of circular business models and their products
creates a new incentive in customers to verify the quality whereas in most of the non-circular
purchases for example in fashion the quality and materials transparency is not being checked so
diligently. This paradox that from circular business model perspective, also influences the
companies’ value creation as customer’s high expectations force companies to use materials with
certifications, higher supply chain transparency and overall searching for materials which would
meet the customers’ demands. This paradox could also influence the value capture and delivery.
The products are safe and high quality; however, the customers are hesitant and doubtful,
meaning that the value captured by the company will be smaller as less customers will be
attracted to the product. Management of this paradox could potentially allow the companies to
better capture the value.

P1: “And I think from the customer, yeah, it's very interesting, you know, because nobody does what

we do. So, it's the customer they think ohh it's a cool concept. | really like it, but then they are

hesitant. Is it hygiene? Is it clean? (...) they hope, of course, that we have clean clothing, and they

hope that it will be hygiene for their baby.”

P2: “...) we identify all the actors of the of the chain and just to understand if they were doing,
saying telling the truth. (...) So, everything needs to be related, everything we need (is) to be
connected. And this is the only way, we have to show or to really prove, that the journey is the
journey, that people say that this plastic come from fishing nets. (...) | think green washing is, | cannot
stand it, this is, oh my God. But um that's why it's important that people, customers, people who
buy, we are more and more critical. We have more and more information and don't believe

everything. So, in this way companies will be more and more uh transparent.”

P4: “So we get a lot of like people asking questions about the source of where something's come

from the composition or is it certified, and you know they'll be there super aware of the certifications
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and the accreditations that are out there in terms of sustainability and feel like we generally tend to

have really switched on customers that you know care about these things.”

P6: ”(...) we do a lot of certifications that are external and a lot of tests that are externally verified.”

P7: “I think this is the right also we are also we have a product responsibility and need to give
guarantee customer can come back and say that what he bought it is not in good shape, cannot be
used. So, we have to then give the guarantee. (...) it (product) will pass always three quality cheques

before it goes to be available for the customer.”

4.6 Results compared to the framework of De Angelis (2021)

Table 5 collects the framework of De Angelis (2021) from chapter 2.4 and compares it to
the results and uncovered paradoxes from this study. She looks at the paradoxes in 3 different
angles, first she mentions which paradoxes can be found in the companies with implementation
of circular economy, next she describes which paradoxes can be found due to the value loops,
and lastly, she describes how the uncovered paradoxes might influence the business model
characteristics.

The first part of the table provides a short summary the framework provided by De Angelis
(2021) where she lists which paradoxes should appear and why, during the implementation of
circular economy values in companies. | have segregated the paradoxes observed in my study
according to that list. This is a short summary of the results from section 4.1 — 4.4. Interesting to
mention is that results of my research match the expectations described by De Angelis (2021).
However, a few paradoxes are left unobserved. First, the belonging paradox was not observed,
and as the interviewees saw the companies as part of the bigger picture where everything is
connected and dependent on each other. They were therefore not trying to separate the
company from the system and form independency as they all saw the value in the network
connection and collaboration. The paradox also did not appear due to differences in values and
goals or actor. The employees’ individual values were very much aligned with the company values,
sometimes being the reason why they joined the company in the first place, and as for the other
actors such as suppliers and partners they had similar goals and values to work together and be

more environmentally friendly, or had economic goals and wanted the organization to succeed
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as then they would form even closer collaboration, therefore they were supporting their business.
Connecting this to the circular business model, this paradox did not appear, and therefore it did
not influence the value capture and delivery as the value capture for different actors were the
same as the companies.

The next part of the table is focusing on the value loops, and which paradoxes emerged
from existence of the value loops described by De Angelis (2021). The organizing paradox was
observed because the existence all of the value loops in global companies forces complicated
structures of processes and collaborations with many different partners and suppliers globally,
therefore the vertical organizational structure was needed to improve the control over the
processes. This can be seen in companies C, F and G. What is also seen is the tension between the
efficiency and resilience in terms of local recovery points and global production and distribution.
Due to the power of inner circle, circulating longer and cascaded usage there was a tension of
local resilience which allows for creativity and innovation, with the global side of operating
searching for efficiency. in company G, for example, the value loops have well defined processes
on how the product is retrieved from the market, checked in terms of quality, refurbished in
special centre together with the partners, how it is reused, how it is transported to the main
recycling centre, or how the product is circulating among different stores. However, there is the
freedom left for the local second hand stores for their creativity in implementing changes to the
processes, which causes the paradox to emerge as the changes they make would not escalate
globally due to the complexity of the system and economy of scale.

The tension between organizing and performing paradox was not observed but most likely
since there was no company from the high-tech industry to reveal this tension. The last paradox
which emerged from value loops was performing paradox. Company G showed that there is
internal competition caused by the expectations towards the stores in terms of profit, and as the
product performance and quality of second-hand goods influences the performance of the store,
they were trying in creative way to increase their product performance and customer’s
experience, for example by creating a nice atmosphere with music or by displaying the products
in a nice way. One store implemented online platform for second-hand valuable books and was

said to create a good performance in something that other stores did not achieve so far. The other
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origin of performing paradox was because of the competing economic goals and environmental
goals, when closed loops influenced the quality of products and brand image. Company A did
recognize that because of the closed loop, the customers are hesitant and concerned about safety
and quality of the products. Companies B, C, D, E, F and H showed the opposite trend, where the
closed loops increased the quality of the product and were described as marketing tool for
themselves or by association with the circular company for their partners. The paradox was not
observed due to the described actors having the same demands, and network value capture was
the same as companies.

The last part of the table focuses on how the described paradoxes influence the business
model characteristics such as value proposition, value creation, value capture, and delivery. As in
comparison to De Angelis (2021), the learning paradox showed in company B influenced their
value proposition as the new innovative idea, which was implemented in a radical manner, has
led to reinventing the customers from regular users to broader spectrum and including now
brands and recycling centres. The product, which is now offered, is also something new as the
origins of this company can be traced to a circular production. Due to market barriers met, it
shifted its product towards creating the connection between the brands, grants and recycling
centre, making sure that the returned object is finding its way back to the loop. Therefore, in this
case value proposition changes towards being even more circular, and is promising different
products than before to new ranges of customers. However, the company D showed learning
paradox in terms of radical innovation compared to the market and industry, which is now
following the path. However the innovation inside the company was rather incremental and as
they started as a company with already circular values in place, closing the new loops and re-
collecting products, making sure they are more recyclable and can be reused did not influence
the value proposition. The offered product improved in value added. However, it did not change
sufficiently to also change the customers group. The other companies researched did not show
the learning paradox and it might be due to the fact that they were either already created with
circular values and were following them in the companies’ growth, as well as the innovation
process was incremental and came from natural market change, as currently customers are more

aware of their environmental impact. This could mean that learning paradox could not appear in
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companies founded with circular business model from the beginning, but rather show itself when
companies are implementing the circular economy after previously having linear businesses.

The organizing paradox discovered in companies C, F and G influenced their value creation
and delivery, as operating both local and global introduced more actors in the network and made
the processes more complex. In terms of value creation, it was recognized that it is not only about
economic and environmental value creation but also value created for suppliers, partners from
cooperation with the company, and social value, and value created the economy, as such big
companies have big influence on the market and industries itself. By also operating locally, they
transform the local markets as well. From the perspective of value delivery, more complex
processes create a lot of steps to follow, and decrease the flexibility, and therefore the delivery,
of the product. The companies are also less resilient when operating globally and any shock on
the market can influence the value delivery and creation.

The discovered performing paradox observed in companies A, C, D, E, F, G and H
influenced the value capture as introducing the environmental goals forced them to manage the
tension in order to meet the goals and create economic profit. Companies A, C, E, F, G, and H used
the alignment strategy to manage this paradox and create a win-win situation. It therefore
allowed them to better capture the value in circular business model. Companies B, D and E used
acceptance strategy, acknowledging the tension and making a decision to meet at least one of
the goals in order to capture the value. Company D apart from using acceptance strategy,
sometimes used synergy strategy, so that value from both of the opposing goals could be met,
even if paradoxical in nature. Company A showed that they sometimes use spatial separation
instead of alignment strategy. Company D and A are good examples for maximizing value capture
in changing circumstances by changing the strategy of managing the performing paradox. By
having multiple goals and multiple value creations in circular business models, the organization is
capturing the value not only in economic terms of profit, but also in other aspects. These include:
improvement of brand image, creating satisfaction for customers, improving the resource

management, and meeting environmental goals, and inspiring other businesses to change.
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TABLE 5. COMPARISON OF THE FRAMEWORK PROPOSED BY DE ANGELIS (2021) WITH THE STUDY RESULTS

Circular Economy implementation

Performing

paradox

Short-term gains and losses create
tension with long-term prosperity, for
example when using more sustainable
and expensive materials or when
investing in R&D to be more circular

and reducing short-term profit.

Company A and B are start-up companies, even
thou created circular from the very beginning,
they show performing paradox due to the
tension of short-term gains and losses and long-
term  prosperity. Meaning the inner
implementation may not necessarily be the only
criteria but also market adaptation of the
circular company.

Company C and F sees the implementation of
circularity as a win-win situation in long-term
between economic and environmental goals.
Company E shows this paradox when trying to
balance the spendings on R&D and becoming
more circular, at the same time trying to meet
the economic goal.

Companies G and H were not for profit
companies; therefore, this tension did not
appear in terms of short- and long-term gains

and losses.

Learning

paradox

Tension appears between intensity
and degree of innovation, depending
on how radical or incremental are the

change.

Learning paradox in company B appeared
because of radical innovation idea with which
the company wants to change the industry and

market behaviour.

Tension between exploration and
exploitation in terms of knowledge
creation. Will new knowledge replace
the old one and initiate new processes

or will it be built upon old experience?

Learning paradox in company D appeared due to
incentive to replace the old knowledge, used
materials in the industry with the new one
creating new process of obtaining certification

and providing transparency of resources.

Belonging

paradox

In terms of identity perspective, the

company may struggle to see

themselves as independent entity and

This paradox did not resurface in the study. The

participants saw the companies as a part of the
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at the same time a part of a bigger | bigger picture and were underlining the
network and system. connection and dependence on the network.
Tension when organisations and | This paradox was not revealed as all participants’
individual have different interest, | values were aligning with the companies’ values
goals, and values. and goals. As 6 out of 8 participants were either
in the high management or sustainability team,
it might be that the lack of belonging paradox is
true only in this group setting.
Organizing Tension between competition and | This paradox was not revealed in results part as
paradox collaboration when companies | all companies explained that there is no
following circular economy need to | competition  with  their  partners and
cooperate more with partners. collaboration is very important.
Company G mentioned external competition
and that they internally cooperate to compete
on the market and become better, however that
is external competition and not a partner.
Tension between efficiency and | Company C, F and G showed tension between
resilience, when local and regional | efficiency and resilience however, as they all
based processes appear in economies | have the economy of scale advantages, however
of scale and big companies. struggle when implementing local settings such
as search for increased efficiency encourages the
changes and innovation, however the economy
of scale routine and production slows it down.
Value loops
All 4 value loops may reveal tension | Companies C, F and G revealed that they are
due to network cooperation. To | working with partners and value the
prevent value loss and increase value | cooperation, however the complex structure
capture a vertical organisational | and value loops could explain why they all have
Organizing
structure may be needed to increase | vertical organizational structure as there was a
paradox the control, sacrificing flexibility. need for more control to prevent value loss.
Tension between resilience and | Company C has their own recycling centre and
efficiency: when closed local loops for | very closed loop of production; however, it is
product recovery and recycling create | also a big company with multiple processes,
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a tension with the bigger scale

companies, global production, and
supply chains. It therefore emerges
from the power of inner circle, circling

longer and cascaded usage.

partners and producing globally therefore losing
the resilience because of how supply chain and
production is relying on external parties and is
affected by market changes, the local recycling
centre thou provide a resilience revealing the
paradox.

Company F has many local and global partners to
reduce the waste on both sides of partnership,
the products are recovered locally and
transported to the recycling centre where they
enter the loop, to further enter production again
and be distributed globally.

Company G has local recover centres and
cooperated with recycling partners, however
due to global operation, there are processes to
follow which creates a tension with the local

freedom of innovation and creativity.

Organizing and

Outcome does not fit the process in

This tension was not observed in the results,

many different actors bring many
demands and goals, which need to
align to create value, share risks and

profit.

performing terms of product design or failure in | possibly due to lack of high-tech company in the
paradox the high-tech industry where recovery | data set.

of the product is not profitable,

therefore emerging from the value

loop of circling longer.
Performing Value retention of the network clashes | This paradox was not revealed in this way in my
paradox with company value capture, when | results. The companies show that different

actors had the same demands and therefore
their value creation was not influenced by the

network.

When there is internal competition
inside the company as teams are
graded on new product performance

or remanufacturing.

Company G did show that there is sometimes
internal competition due to second-hand stores

want to be the best in the company.
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When environmental goals clash with | Company A did mention that the customers are
economic goals when the closed loops | hesitant due to the closed loop as the product as
influence the quality of the product, | they are concerned about quality or safety.
decreasing profitability and brand | Companies B, C, D, E, F and H showed this
image. paradox; however, the closed loop increased the
brand image becoming a marketing tool for
them or their partners.
Circular Business Models
Learning This paradox could be visible in | This paradox was observed in companies B and
Paradox companies which are implementing | D. Company B with its innovative radical
circular business model where value | implementation of new idea is indeed
preposition  changes, reinventing | reinventing the customers, being the brands,
customers, and product, especially | grants, and recycling centres, as well as creating
when radical changes. new product which is connecting the returned
object from the customer to the relevant brand
and recycling centre to activate the loop.
The company D had good foundations of a
circular business model from the beginning and
re-collection of the products was added later.
However, it did not necessary changed the value
preposition and customers or the product. It
added a new objective to the already existing
value preposition expanding the offer.
Organizing This paradox could affect value | Companies C, F and G showed tension between
Paradox creation and delivery due to tension | collaboration and competition as well as
between collaboration and | efficiency and resilience which influences value
competition as well as efficiency and | creation and delivery as the global and local
resilience operation introduce more actors and processes
might influence the delivery of value for example
in terms of time.
Performing This paradox could affect value | This paradox was observed in company A, C, D,
Paradox capture in companies who try to meet | E, F, G, H as they all have new value creation due
to circularity and by trying to meet multiple
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multiple goals, possibly on both | goals, they captured the new value in terms of

organisational and network level. meeting the goals and profit.
Belonging This paradox could influence value | As no belonging paradox was discovered it did
Paradox creation and delivery, causing a | not influence the value creation and delivery.

tension when creating different value | The actors mentioned in the interviews had
for different actors. similar or the same goals therefore value
creation for them was similar or the same as the

companies.

Source: Student’s self-elaboration based on De Angelis (2021) as well as the master thesis results.

4.7 Chapter summary

This chapter discussed the results obtained from the interviews. First the chapter focuses on
uncovering the existed tensions and paradoxes in interviewed organizations with examples
from the interviews. Next, one extra paradox — quality paradox, was discovered and his
influence on components of the circular business model was described. The last paragraph was
focusing on comparing the obtained results with theoretical framework of De Angelis (2021),
especially describing how paradoxes could emerge from value loops and later how paradoxes
could influence the components for circular business model: value proposition, value creation,
value capture and delivery. The chapter ends with table summarizing the theoretical

framework of De Angelis (2021) and results obtained through the empirical analysis.
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5 Conclusion and discussion

In the final chapter of this thesis, first the conclusions from the research are drawn with
regards to the research question. Next, there is the discussion of the results and limitations of this

research. Last, the suggestions for the future research are provided.

5.1 Conclusion

The main aim of this thesis was to answer the question of “What paradoxes and tensions are
experienced by the companies with a circular business model?”. This question was answered
based on the empirical analysis of the interviews compared with the theoretical framework of De
Angelis (2021) visible in the table 5.

According to the research results, companies with a circular business model experience
performance paradox, organizing paradox and learning paradox, as well as the new quality
paradox. They appear due to tension between short-term gains/losses and long-term prosperity,
tension between intensity of innovation implementation, different approaches in knowledge
creation — explorative or exploitative, tension between collaboration and competition and
tension from efficiency and resilience of processes. The circular value loops allow us to see the
bigger picture from these tensions and understand how the circular value loops exposed these
tensions. The value loops revealed that organizing paradox appeared due to complex structure of
businesses, which have transitioned from linear to circular business models. As the value loops
enhance the collaboration between the network, there was a need for more control structure in
the organizations to prevent the value loss and increase value capture, due to vertical
organizational structure. It also showed that economies of scale with local recovery and recycle
points also face organizing tension as the efficiency of scale clashes with resilience of local
business. The value loops also revealed the performance paradox where internal competition can
drive the better performance, as well as environmental and economic goals can either improve
the brand image in customer’s eyes or worsen it, in terms of trust and quality.

Knowing which paradoxes were observed, the study allowed to look at the paradoxes from

the circular business model perspective as proposed by De Angelis (2021) and see how they
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influenced the value proposition, creation, capture and delivery. The study showed that the
learning paradox influenced the value proposition in one of the companies, where the radical
innovation change was implemented, whereas in other companies it did add a new objective to
the value proposition, but it did not, however, change its core. This might be since the innovation
the company was implementing was radical to the industry but not to the company itself. The
paradox was also only visible in companies implementing circular business model ideas, which
might suggest that organizations which are founded on circular values might not experience this
paradox. The organizing paradox influenced the value creation and delivery as the tension
between collaboration and competition as well as efficiency and resilience forced more complex
organizational structures with more actors to create the value for and depend on in terms of
delivery of products globally. The performing paradox influenced the value creation and value
capture, as more goals created more value creation for multiple actors and by tension
management between the different goals, the value capture was influenced as more goals could
have been met and captured by the companies. The new quality paradox influenced the value
capture and delivery in a way that even though the products were of very good quality, the value
was not being captured and delivered due to hesitation and lack of trust of the customers. The
value creation was influenced by the quality paradox, since companies were forced to search for
more safe, certified products with transparent origins to satisfy the customers and improve the
products they were offering.

Companies which acknowledge and manage tensions open possibilities for “creative
tension”, which allows creativity and creates a platform for discussion (Hahn et al., 2015).
Moreover, van Bommel (2018, p. 839) mentions that the “paradoxical mindset can help
practitioners working on corporate sustainability to achieve creative and long-term sustainable
solutions.” Therefore, uncovering which tensions emerge in organisations in terms of circular
business model could potentially allow companies a better performance in the long-term. Smith
and Lewis (2011, p. 393) mention that use of acceptance and resolution strategies allows for
“virtuous cycle”, which later allows for creativity and create opportunities and additionally

“unleashes the power of paradox to foster sustainability”.
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To the student’s best knowledge, the study of De Angelis (2021) is the first one providing
theoretical framework on how paradoxical tensions in circular economy implementation and how
they influence the business model characteristics such as value proposition, value creation,
capture and delivery. This was confirmed when writing the literature review, as there were not
many articles on the topic of circular business models from the paradox theory perspective.
Therefore, the scientific contribution of this thesis is the comparison of empirical results with the
framework of De Angelis (2021), allowing to reveal if and how the paradoxes influence the
components of circular business models. This thesis aims to further contribute to the
development of theoretical framework by showing the results of interpretive research and search
for indications of this theory, as well as search for the patterns and explanations for them. For
example, by finding that they appear only in a certain context - such as learning paradox existing
only in companies which transformed their business model from linear to circular one, or the lack
of belonging paradox in the results of this research - which could be the case for the research
group characteristic as the CEO/ Founder/ Directors might have a better alignment with the
companies’ values than the individuals. This thesis also proposes to expand the framework by one
more paradox that was discovered during the results analysis: the quality paradox. All that
provides more empirical evidence on which paradoxes appear in circular business models and
how they influence their characteristics. This study may also inspire companies to search for

paradoxes and consciously manage the tensions to influence their value creation or capture.

5.2 Discussion

This paragraph focuses on the discussion of the results, the limitations of the thesis and

ideas for future research.

5.2.1 Discussion of the results

The research results were exceedingly in line with the theoretical framework proposed by
De Angelis (2021). The literature is still lacking more research of paradox theory and circular
business models. However, the growing interest in the market and among customers about

circular economy might inspire more scholars to research this topic. To my best knowledge, this
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thesis is the first research using the De Angelis (2021) framework, which also underlines how
recent the topic is.

The thesis interpretative results on the framework allow for provisional indications from
the theory and suggest connection of patterns in certain contexts. However, more research
should be done to fully improve and show repetitiveness of the results. This thesis can be an aid
for companies on how to search for paradoxes and how they may influence the organizations

circular business model characteristics.

5.2.2 Research limitations

The first limitation of this study is that the interviews were made with only one employee
per company, making the results not representative of the whole company’s situation. At the
beginning of the research, it was planned to expand the analysis and include multiple employees
per company. However, due to research being conducted in the summer months, annual holidays
and the occurrence of unexpected events such as sickness, the companies were working on lower
capacity and only one employee per company could participate.

The second limitation is that the interviewees were from different teams and had different
roles in the companies, and consequently bringing different perspectives to the research. It
allowed to compensate for the first limitation and potentially see a patern for specific group of
employees. However, since the companies have different industries, age, and number of
employees, it does not fully solve the repetitiveness of results issue.

The third limitation is the coding method used for this study. The transcripts were manually
coded in Microsoft Word and Excel. By using computer programs dedicated to coding the quality
of the research results could potentially be raised.

The fourth limitation is the small number of participants. A larger group of companies was
invited for interviews, but factors such as busy schedules, new projects, a language barrier and a
short time frame for planning the meeting caused other many companies to kindly decline the
invitation. Additionally, a few answers arrived a slightly too late to be included in the research in
time. Some of the companies requested the list of questions to better assign the interviewee. But
upon seeing the document, they decided to check internally with their legal department and due

to this time consuming process they could not participate anymore in time.
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The next limitation is the list of questions which | prepared myself based on the literature.
As much as | was trying to uncover all the paradoxes based on their different characteristics and
avoid biases, it might be that the interviewees were influenced by my expectations or opinions,
which might have caused the participants to react and answer differently. To limit this bias, the
interviews were following the structure of open-ended questions available in appendix 7.1.

The last limitation is the Europe centric approach, as all the companies were based in
Europe and therefore this study results might not be relevant or provide different results when

considering different group of companies, based in e.g. North America or China.

5.2.3 Future research

The future research could focus on raising the credibility of the findings by conducting
multiple interviews with employees of the same company to see whether the same paradoxes
appear among the different groups within the same company.

Another recommendation for further research could be to repeat the study with a similar
focus on the group of employees. For example, members of the sustainability team or
CEQ’s/founders/directors to see whether the same paradoxes would appear, allowing to credibly
assign some characteristic behaviour to these groups.

By increasing the number of companies, future research could raise the quality of the
research and confirm the conclusions of this study. Future research could also provide new
guestions or improve the already existing ones to better reveal the paradoxes and their
connection to circular business model and value loops.

The last idea for the future research would be to repeat the study in different markets, by,
for example, choosing China or North America to see whether the same conclusions would be

drawn from the study.
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7 Appendix

7.1 List of questions during interviews

TABLE 6. THE LIST OF THE INTERVIEW QUESTION

Introduction

Interviewee information Name, position, team, years in the company.

Circular value creation 1. Isthere a separate sustainability department?

2. Who in the company should be responsible for
climate/sustainable goals?

3. From your point of view, what is a circular business model?
How does your company fit into it?

4. What is the main product of your company.

5. Would you say that your company has many partners in
the supply/production chain?

6. For whom is the company creating the product?

7. For whom is your company creating value?

Organizing paradox 8. What is the organisational structure of your company,
vertical or horizontal?

9. Do you feel like there is a space for ideas and initiative
about circularity in the company?

10. How would you describe the dynamic inside of the
company? (Stable, repetitive, calm, dynamic, changeable
etc.)

11. How flexible are the processes within the company?

12. Do you feel like there is internal competition between
different teams or individuals?

13. How important is collaboration for the company?

Performing paradox 14. What would you name as goals of your company?
15. Would you say that any goal is more important than the
other?

16. Do goals of your team fit with the organization goals?
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17.

How would you describe relationship between economic

and environmental goals in the company?

Learning paradox

18.

19.
20.

Could you describe the process of how the innovation of
the circularity was brought into the company?
How was the company adapting to the circularity?

How important is efficiency in the company?

Belonging paradox

21.
22.

23.

Do your own values align with the company values?

What would you name as customer’s and suppliers’
expectations about the company and product? Do you
think they are met by the company or is there any outside
pressure?

What expectations do you have as an employee to the

company and are they met?

Value loops

24.

25.

26.

27.

28.

29.

Have you adopted any specific technology to less impact
the environment?

What is the strategy for end of life of products in your
company?

How much do you pay attention towards the design of your
products from a circular point of view?

What are the facilities and support that you provide to
your customers after sales of your products?

Where are the product recovery points located? Is it more
local or global?

How would you describe the quality of your products
compared to the competitors who are not focused on the

environment?

Last Comments

30.

Is there anything we might have overlooked that you feel

is important?

Source: Student’s own elaboration based on De Angelis (2021) and other literature cited in text.
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7.2 Open coding example

FIGURE 2. OPEN CODING EXAMPLE IN WORD DOCUMENT
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7.3 Axial and selective coding example

FIGURE 4. AXIAL AND SELECTIVE CODING EXAMPLE
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