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Abstract

The circular economy and its promise of delivering prosperity whilst decoupling economic growth from the
consumption of finite natural capital, is attracting the interest of corporate leaders and small innovators, who are
engaged with circular business model innovation. Despite the attractive narrative - which should encourage a quick
adoption of circular principles across different businesses — current implementation is not happening at the fast pace
that would have been anticipated. Scholars are investigating the reasons why this is the case through the perspective
of different types of ‘macro’ barriers and mostly technological, economic, financial, market, socio-cultural and
regulatory. Nonetheless, there is a paucity of studies that are theoretically anchored and view those challenges from
a business model perspective. By contrast, this article argues that ‘paradox theory’ is suitable to inform circular
economy studies pertaining to challenges to implementation and the effects these can have on value proposition,
value creation and delivery and value capture.
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Introduction

There is no doubt that the circular economy (CE hereafter) has been very successful in gaining traction across so
many different quarters recently. Why this is the case can be easily explained if we concur with De Angelis and
Ianulardo (2020), who have argued that the CE model “is a cognitive framework instrumental to the emergence of
a credible, shared and persuasive imaginary of more environmentally, economically and socially sustainable
production and consumption systems, by positively engaging, focusing, evoking and planning how to achieve an
integral human betterment” (p. 15).

Amongst the many stakeholders captivated by the CE thinking and narrative, innovators from established
corporations and emerging enterprises across different sectors have started exploring the possibilities for integrating
circular principles in products and processes (Franco, 2017; Ranta et al., 2018). However, despite the existence of
several drivers encouraging the shift towards more circular production and consumption systems, the business
community has been slow on the uptake of circular principles (Babbit et al., 2018; Prieto-Sandoval et al., 2018).
Bianchini et al. (2019) argue that “there is a big gap between CE business model design and implementation, which
means that promising ideas are not further developed, concepts are not fully implemented and innovative business
models fail in the market” (p. 2). Whilst this has been ascribed to the existence of ‘macro’, practical challenges such
as regulatory, technological, cultural, market and organisational (Kirchherr et al., 2018; Tura et al., 2019), there is
a dearth of studies anchoring analyses of those challenges to a theoretical as well as business model perspective.

The purpose of this article is to sketch a line of enquiry for advancing the emerging strand of the CE literature
based on circular business models and business model innovation for circularity. To accomplish its goals, this article
draws on ‘paradox management theory’ (Smith & Lewis, 2011) as useful theoretical lens for the study of the tensions
stemming from the implementation of CE principles and their implication for value creation, delivery and capture.
In the following sections, the reasons why CE thinking and circular business models (CBMs hereafter) are becoming
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salient in the context of the transition towards a more sustainable economy and their evolution in the literature are
briefly summarised. Next, paradox theory in management, corporate sustainability and CE studies is synthesised.
Drawing on Smith & Lewis’s (2011) paradox theory, the article concludes by suggesting potential lines of research
bridging CE and paradox lenses.

Circular Economy and Circular Business Models

As an economy modelled upon the functioning of the ecosystem and so more eco-efficient, eco-effective and
resilient, unleashing a new wave of innovation and growth (EMF & McKinsey, 2012), the CE has triggered the
engagement of a diverse audience. The possibility of attaining multiple forms of value decoupled from further
pressure on finite natural resources (EMF et al., 2015) is attracting the interest of global corporate leaders and
innovative pioneers, who are making commitments to innovate for increased circularity and are starting reaping the
benefit offered by the CE (Unal et al., 2019). For instance, a global public-private collaboration known as Platform
Jor Accelerating the Circular Economy (PACE) and launched at the World Economic Forum in 2018, includes more
than 50 global CEOs that are dedicated to enhance the circularity of key sectors such electronics, plastics and food
among others (WEF, 2018).

To gain the so-called ‘circular advantage’ (Lacy & Rutqvist, 2015), a transformation of existing BMs or the
emergence of entirely new ones is crucial (NuBholz, 2018; Zucchella & Previtali, 2019). A BM describes “the
rationale of how an organisation creates, delivers and captures value” (Osterwalder & Pigneur, 2010, p. 14). For
one, in a circular production and consumption system, shifting from selling products to offering access (a change in
the value proposition), will have an impact on a company’s value chain and so on its value creation and delivery
structure (e.g., new partnership downstream a supply chain, new skills in maintenance need to be developed) but
also on its value capture mechanisms, i.e. revenues are not earned through a sale transaction but on a pay per use/pay
per access scheme. Hence, it is clear that what value is offered to the customer, how it is delivered and then captured
back needs rethinking.

BM innovation for circularity is now emerging as a field of enquiry within scholarly literature (Rosa et al.,
2019). Yet the literature on CBMs is still in its early days (Diaz Lopez et al., 2019) and studies about why the uptake
of CBMs is slow need to be more fine-grained from theoretical and level of analysis standpoints (Stal & Corvellec,
2018). Particularly, this article argues that the implementation of CE principles is accompanied by the emergence
of organisational tensions, which have an impact on value proposition, value creation and delivery and value
capture, and that these tensions can be analysed through paradox theory. Next the article explores the typology of
organisational tensions according to paradox management theory (Smith & Lewis, 2011) and application of paradox
management theory in corporate sustainability literature.

Paradox Lenses in Management and Corporate Sustainability Literature

A paradox can be defined as “contradictory yet interrelated elements that exist simultaneously and persist over time”
(Smith & Lewis, 2011, p. 382). Companies operate in very complex environments wherein paradoxical demands
are very likely to emerge (Smith & Lewis, 2011). In the light of the current severe ecological and social crises,
firms, for instance, are requested to attend to the conflicting yet valuable demands of multiple stakeholders (Scherer
etal., 2013).

Smith & Lewis (2011) grouped types of organisational paradoxes in learning, organizing, belonging and
performing paradoxes. Performing paradoxes are linked to the existence of multiple stakeholders with diverse and
conflicting goals (ibid.). Learning paradoxes surface during efforts to innovate, most typically between exploration
and exploitation (ibid.). Organizing paradoxes are linked to internal processes and dynamics (ibid.). Studies have
explored, for instance, the organising tensions between alignment and flexibility, controlling and empowering
employees (Schad et al., 2016). Belonging paradoxes manifest through competing individual versus collective
identities and values (Smith & Lewis, 2011).

Paradoxes of sustainability can manifest in three different ways (Soderstrom & Heinze, 2019). Firstly, they
may arise because of conflicting triple bottom line goals (ibid.). Secondly, they can surface in the battle between
self-interest and the prosperity of the whole system within which companies operate (ibid.). Finally, they can
manifest in the engagement with diverse stakeholders posing diverging demands (ibid.). Facing competing demands
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with a paradoxical mental frame means that it is through a dynamic process involving ‘splitting” and ‘synthesis’ -
and not by favouring one goal over others - that multiple demands are met and long-term organisational success is
attained (Smith & Lewis, 2011). When paradoxes become salient, splitting occurs and implicates to focus on a pole
of the paradox (the most relevant) to identify a short-term strategy to cope with it (ibid.). However, the tension that
is not accommodated becomes latent to surface again in a point in future. This involves continuous splitting over
time and in the long-term a dynamic equilibrium emerges by “purposeful iterations between alternatives in order to
ensure simultaneous attention to them over time” (Smith & Lewis 2011, p. 392).

Sustainability-related paradoxical tensions have been mostly studied with ‘win-win’ and ‘trade-off’
approaches, which eliminate tensions via either seeking alignment or obliging a choice respectively (van der Byl &
Slawinski, 2015). A win-win scenario, or the business case for sustainability, suggests that corporate sustainability
objectives are not competing with each other and can be achieved simultaneously (Ozanne et al., 2016). Several
studies have sought to demonstrate that in the pursuit of environmental and social goals superior financial
performances can be attained (e.g., Margolis & Walsh 2003; Porter & Kramer, 2011). By contrast, trade-off studies
emphasise the incompatibility of corporate sustainability goals and consequently argue that managers have to choose
which objective to pursue and dismiss the others (Ozanne ef al., 2016). The underlying instrumental logic in both
‘win-win’ and ‘trade-off” strategies is unfortunate because it prevents from assessing more satisfactorily the tensions
intrinsic to corporate sustainability (Hahn et al., 2015). An emerging line of enquiry in corporate sustainability
studies is using a paradox lens instead (e.g., Hahn et al., 2014; Hahn et al., 2018; Ivory & Brooks, 2018; Ozanne et
al., 2016). This approach “holds promise for finding creative solutions to some of our most vexing sustainability
challenges” (van der Byl & Slawinski, 2015, p. 73) and superior business contribution towards a more
environmentally and socially sustainable economy (Hahn et al., 2018). For one, if in the process of designing a
vehicle, the contradictory goals of producing a high-performance car and of contributing to a cleaner environment
are attended simultaneously, this can trigger a more creative response that breaks the trade-off such as designing a
high-performance electric vehicle (Jay et al., 2017).

Paradox Management Theory: A new Perspective for Circular Economy Research

Environmental sustainability issues are typical manifestations of ‘wicked problems’(Schad & Bansal, 2018), i.e.
complex problems with cause and effect difficult to establish, and thus hard to solve (Rittel & Webber, 1973).
Paradoxical thinking - with its underlying both/and logic requiring conjunctive rather than disjunctive mental frames
- is apt in the context of managing complexity (Schad & Bansal, 2018). Analogously, CE thinking rests on systems
and complexity thinking (EMF et al., 2015). The underlying assumption qualifying both CE and paradox theory is
one of the reasons why it is appropriate to use paradox theory in CE research. In both cases, holistic and systems
thinking embrace the interconnections existing across the many parts in a system rather than viewing them
separately.

The CE is viewed as a “holistic approach to techno-economic paradigm change” (de Jesus et al., 2019, p.
1506) involving “genuinely systemic innovation” (p.1496). One of the consequences of the systemic and
paradigmatic nature of the changes qualifying circular innovations, is that implementation in corporate strategies is
entwined with the emergence of organisational paradoxes. For one, closing materials loops do not involve a single
organisation but the participation of a more encompassing, networked group of actors and so a tension between
interdependency and independency can manifest (Bianchini ez al., 2019). This is just another reason why application
of paradox theory in CE research carries huge potential for advancing its theoretical foundations as well as analyses
of the challenges associated with its implementation.

Furthermore, paradoxical thinking opens up a different and more fruitful approach to the study of the CE and
its implications. Firstly, it enables to synthesise the too often polarised and siloed sides of the academic debate
culminating into either ‘yes’ or ‘no’ stances towards the CE as a solution to current sustainability challenges, which
reduces possibilities for cross-fertilisation and hence advanced understanding. The concept of sustainability itself is
fraught with tensions (van der Byl & Slawinski, 2015) and therefore, any response to sustainability concerns will
involve some levels of ambiguity (Ramirez, 2012), including the CE. Yet it must also be said that the CE can address
the fundamental sustainability paradox humanity has yet to find an answer to, i.e. that “we consume the very
biosphere we are part of and that we depend on” (Weber, 2013, p. 17). Secondly, corporate approaches for enhanced
sustainability inspired by CE principles will inevitably encompass some levels of ambiguity but viewing this
through a paradoxical stance offers an opportunity to embrace and to attend to tensions through a dynamic process
that will unleash innovation, creativity and ultimately superior organisational outcomes.



Paradoxical thinking has only very recently started to emerge in the CE literature. Daddi et al. (2019) assess
the existence of performing paradoxes in a CE, i.e. whether increased environmental sustainability via the use of
secondary raw materials in the manufacturing may affect the quality of products and ultimately customers’
satisfaction and profitability. Whilst opening up a paradox-grounded line of enquiry in CE, Daddi et al. (2019) do
not address the implications of organisational tensions for BM components and do not explore in full Smith &
Lewis’s (2011) typology of organisational paradoxes. The latter is a complementary line of enquiry that could be
taken in future CBMs studies. Particularly, following a descriptive approach to paradox theory - one of the possible
stances for advancing paradox research in corporate sustainability (Hahn et al., 2018), pertinent research questions
for management scholars in the field would be: what types of organisational paradoxes are likely to emerge in the
process of business model innovation for circularity? What are their implications for value proposition, creation,
delivery and capture? What types of organisational outcomes are likely when tensions are approached with a
paradoxical mental frame? These questions are useful to advance not only CE literature and understanding of
tensions in CE implementation but also the sustainable BMs literature (van Bommel, 2018), the research grounded
in paradox, which has mostly taken an individual or organisational perspective (Jarzabkowski, 2013), and corporate
sustainability studies wherein the instrumental approach (win-win, trade-offs) to the tensions arising from managing
for sustainability prevails (Hahn ef al., 2018; van der Byl & Slawinski, 2015).
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