Downloaded from informs.org by [84.88.228.10] on 25 February 2025, at 00:16 . For personal use only, all rights reserved.

https://pubsonline.informs.org/journal/orsc

ORGANIZATION SCIENCE

Vol. 33, No. 5, September—October 2022, pp. 1964-1989
ISSN 1047-7039 (print), ISSN 1526-5455 (online)

Managing the Transition to a Dual Business Model: Tradeoff,
Paradox, and Routinized Practices

Ilvanka Visnjic,® Marin Jovanovic,” Sebastian Raisch®

@Department of Operations, Innovation and Data Sciences, ESADE Business School, Ramon Llull University, 08034 Barcelona, Spain;
b Department of Operations Management, Copenhagen Business School, 2000 Frederiksberg, Denmark; ¢Geneva School of Economics and

Management, University of Geneva, 1211

Contact: ivanka.visnjic@esade.edu,
(M]); sebastian.raisch@unige.ch,

https: // orcid.org/0000-0002-1628-2634 (IV); mjo.om@cbs.dk,
https: // orcid.org/0000-0001-9980-214X (SR)

Geneva, Switzerland
https: // orcid.org/0000-0001-8542-1848

Received: December 7, 2019

Revised: September 20, 2020, July 7, 2021
Accepted: July 26, 2021

Published Online in Articles in Advance:
November 4, 2021

https://doi.org/10.1287/orsc.2021.1519

Copyright: © 2021 The Author(s)

3

Abstract. Building on an in-depth study of a manufacturing company’s shift from a prod-
uct to a product-service business model, we explore how single-focus companies transition
to a dual orientation. Although companies generally use highly sophisticated practices to
manage a dual orientation, those that transition to one successfully start with less sophisti-
cated practices. Early on, the use of simple tradeoff practices, which maintain the product
and service logics, helps single-focus companies explore the emergent tensions that their
transition to a dual orientation causes. Conversely, adopting more sophisticated practices
at this early stage overwhelms them. At a later stage, these companies’” growing under-
standing of the tensions allows them to experiment with more comprehensive paradox
practices that transcend the product and service logics. Conversely, maintaining simple
practices at this stage prevents them from gaining the solution experience required to
complete the transition. The evolutionary process culminates in sophisticated routinized
practices that institutionalize recurrent tensions’ solution, while allowing for further
experimentation to deal with new tensions. The different practices” appropriate sequence
and pacing during the evolutionary process facilitate companies’ transition to a dual
orientation.
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Introduction

adopt a dual business model. Two-thirds of these

Companies increasingly respond to contradictory
demands by transitioning from a single to a dual busi-
ness model (Markides 2013). For example, stakehold-
ers’ changing expectations motivate companies to
combine their commercial businesses with social busi-
nesses (Grove and Berg 2014). Globalization prompts
Western companies to complement their premium
business models with low-cost business models for
emerging markets (Winterhalter et al. 2016). Digitali-
zation enables manufacturing companies to add
advanced service business models to their product
business models (Kohtaméki et al. 2019). Neverthe-
less, studies show that managing the transition to a
dual business model is challenging. Markides and
Oyon (2010) followed 65 companies that attempted to

1964

companies failed to transition successfully. A global
study of 421 manufacturing companies found that
while 82% explored a product-service business model,
fewer than 5% completed the transition (Nebuloni
et al. 2019). This evidence is consistent with research
describing persistent tensions emerging when compa-
nies add a new business model whose goals and prac-
tices are incompatible with those of their traditional
business model (Markides and Charitou 2004, Sjodin
et al. 2020).

Extensive scholarly research explores how compa-
nies manage tensions that arise from a dual orienta-
tion (e.g., Raisch and Birkinshaw 2008, Pache and
Santos 2010, and Schad et al. 2016). This research
focuses on companies with a dual orientation as a part
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of their mission, such as ambidextrous firms that com-
bine exploratory and exploitative businesses (O’Reilly
and Tushman 2008) or social enterprises with joint
commercial and social activities (Battilana and Lee
2014). Given this focus, scholars regard tensions as a
given and analyze companies’ practices to manage
them. Prior work has identified a wide range of ten-
sions arising from conflicting goals and practices,
such as those between cost and quality, stability and
change, and differentiation and integration (Lewis
2000). To manage these tensions, scholars describe
tradeoff practices (either/or), which choose one side
of the tension, and paradox practices (both/and),
which transcend the two sides to enable synergies
(Cameron and Quinn 1988, Smith 2014). Scholars also
acknowledge tensions’ recurrent nature and, there-
fore, provide a process view of managing tensions
(Smith and Lewis 2011, Hargrave and Van de Ven
2017). Overall, prior research offers rich insight into
the processes and practices that companies with a
dual orientation use to manage tensions, but does not
explore how those with a single-focus transition suc-
cessfully to a dual orientation.

Companies with a single focus may have difficulties
reproducing the processes and practices that compa-
nies with a dual orientation use. Process theory sug-
gests that knowledge of the processes that successful
organizations apply reveals little about how to transi-
tion to these (Pettigrew 1992, Langley et al. 2013).
Making this knowledge actionable requires additional
insight into the sequence of moves required to arrive
at the proposed process (Langley 2007). Such an evo-
lutionary perspective needs to describe the process’s
emergence, trace its subsequent development, and
identify how to successfully conclude this process
(Van de Ven 1992). The transition to a dual orientation
is unlikely to be smooth because it is in established
businesses” interest to defend the status quo against
possible power and resource shifts to new businesses,
which creates persistent tensions between the dual
businesses (Ashforth et al. 2014, Raisch and Tushman
2016). In line with this reasoning, our study focuses
on exploring the processes and practices that facilitate
companies’ transition to a dual orientation.

We address this research objective through an
in-depth longitudinal study of a manufacturing com-
pany’s transition from a product to a product-service
business model. This company experienced emergent
tensions caused by the two businesses” conflicting
goals and practices. Service businesses strive to extend
their products’ lifecycle, whereas product businesses
aim for faster product-replacement cycles (Visnjic
Kastalli and Van Looy 2013). Moreover, service busi-
nesses require a customer-centric approach, which
interferes with the product-engineering mindset
(Kohtamadki et al. 2020). These contradictions create

tensions, but there are also interdependencies
between these businesses, because products (i.e., in-
dustrial equipment) are the basis of services (i.e., data
analytics), and providing services strengthens the
customer relationship and facilitates product sales
(Cusumano et al. 2015). In many industries, the ability
to bundle products and services for integrated custom-
er solutions is a competitive advantage (Kowalkowski
et al. 2015). Consequently, companies transitioning to
a product-service business model have to manage ten-
sions that arise from the two businesses’ conflicting,
yet interdependent, goals (Visnjic Kastalli et al. 2013).
We traced the activities aimed at managing the
transition at four of the manufacturing company’s
subsidiaries. Although two subsidiaries transitioned
successfully to a dual orientation, the remaining two
did not. By comparing these cases, we found that the
successful subsidiaries underwent an evolutionary
process, during which they used increasingly sophisti-
cated practices. Early on, these subsidiaries used sim-
ple tradeoff practices, which maintain the product
and service logics, in order to explore the tensions
that the dual orientation creates. Although these prac-
tices caused contflict, working through this conflict in-
creased the managers’ understanding of the tensions,
allowing them to experiment with more comprehen-
sive paradox solutions that transcend the product and
service logics. Ultimately, this solution experience
enabled the successful subsidiaries to evolve to so-
phisticated routinized practices that institutionalize
recurrent tensions’ solution, while allowing for further
experimentation to deal with new tensions. In con-
trast, those subsidiaries that did not transition either
moved to more sophisticated practices prematurely,
which overwhelmed them, thus limiting their under-
standing of the tension, or maintained simple practi-
ces for too long, preventing them from gaining the
solution experience required to complete the transition.
Building on these insights, we contribute to the or-
ganizational literature by conceptualizing the evolu-
tionary process that allows single-focus companies to
transition to a dual orientation. Although companies
generally use highly sophisticated practices to manage
a dual orientation (Jay 2013, Smith and Besharov
2019), those that transition to one benefit initially from
less sophisticated practices and only gradually evolve
to using more sophisticated practices. This extension
of the literature has theoretical implications: First, ex-
tant research tends to denote simple tradeoff practices
as an inferior alternative to paradox practices when
companies manage a dual orientation (Lewis 2000,
Farjoun 2010). In contrast, we find that tradeoff practi-
ces are valuable during the transition process, because
their simplicity facilitates understanding. We clarify
the conditions under which the use of tradeoff practi-
ces promotes understanding, instead of giving rise to
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the inertial forces that prior research describes
(Sundaramurthy and Lewis 2003). Second, we dis-
cuss the importance of different practices” appropriate
temporal sequence and pacing during the transition
process. Although simple tradeoff practices are valuable
in the transition’s early stages, their continued use in
the later stages prevents the comprehensive solution
experience required to complete the transition. More so-
phisticated paradox (Smith and Lewis 2011) and routin-
ized (Salvato and Rerup 2018) practices facilitate such a
solution experience, but only do so when applied in the
right sequence and with appropriate pacing during the
transition process to a dual orientation.

Conceptual Development

Environmental conditions change rapidly, driving
companies to complement their established business
model with another one in order to hedge against dis-
continuities (Christensen and Raynor 2003) and/or to
generate new streams of revenues (Markides 2013).
The resulting dual business models often have contra-
dictory strategic goals and organizational demands,
which cause tensions between the two businesses
(Markides and Charitou 2004). However, organiza-
tions often strive for spillovers and synergies between
the dual businesses, which requires them to collabo-
rate and integrate their activities across these
businesses (Van Looy et al. 2005). Consequently,
organizations adopting a dual orientation need to
manage the tensions that arise from conflicting, yet in-
terdependent, goals and demands (Smith et al. 2010).

Managing a Dual Orientation

Organizational theorists have a long-standing interest
in how companies respond to tensions arising from a
dual orientation. One research stream draws on insti-
tutional theory to depict competing demands and
highlight their contradictory and oppositional nature
(Greenwood et al. 2011, Pache and Santos 2013). This
work conceptualizes tensions as dilemmas or trade-
offs, in which the opposing elements are incompatible
and mutually exclusive (Farjoun 2010, Smith and
Tracey 2016). Organizations resolve these tradeoffs by
selecting one or the other element (Smith 2014), by
searching for a compromise (Oliver 1991), or by sepa-
rating the two elements (Pratt and Foreman 2000). In
the context of dual business models, scholars have
proposed differentiation practices, which allow for
separating and managing the two businesses as dis-
tinct units (Christensen and Raynor 2003). Such struc-
tural separation could reduce the inherent conflicts,
internal competition for resources, and cannibaliza-
tion effects (Markides and Charitou 2004). However,
scholars have also criticized structural separation by
pointing out that it ignores the interrelations between

dual business models (Visnjic Kastalli et al. 2013,
Cusumano et al. 2015).

A second research stream adopts a paradox-theory
perspective that conceptualizes tensions as not only
contradictory, but also interdependent, with elements
that persist over time (Cameron and Quinn 1988,
Schad et al. 2016, Sharma and Bansal 2017). Given
these interdependencies, and the tensions’ persistence
over time, scholars suggest that it is impossible to
simply resolve tensions through tradeoff (either/or)
solutions and that organizations need to apply more
comprehensive paradox (both/and) approaches
(Poole and Van de Ven 1989, Lewis 2000). Scholars
specifically describe differentiation and integration
practices’ joint critical role in managing tensions that
arise from dual business models (Andriopoulos and
Lewis 2009, Markides 2013, Smith 2014). For example,
the ambidextrous organization allows firms to have
structurally differentiated, but loosely integrated,
business units (O'Reilly and Tushman 2008, Raisch
and Tushman 2016). Scholars have also described
mechanisms to integrate across the dual businesses.
For example, Besharov (2014, p. 1503) highlights the
need for “pluralist managers” positioned at the differ-
ent orientations’ intersection, who can facilitate the in-
tegration. Others describe organizational “spaces of
negotiation” (Battilana et al. 2015, p. 1660) and formal-
ized collaboration procedures (Ramus et al. 2017),
enabling the members to work together and create in-
tegrative solutions across differentiated units.

Although the bulk of prior work has focused on or-
ganizational practices, some scholars have developed
a process perspective of managing tensions (Putnam
et al. 2016). Most of these studies focus on the pioneer-
ing dynamic equilibrium model for managing ten-
sions. With this model, Smith and Lewis (2011) suggest
that organizations” cyclical or iterative responses to
tensions enable sustainability. Organizations enable
virtuous cycles by embracing or “working through”
tensions and confronting them by iterating between
differentiation and integration practices. Subsequent
empirical studies have built on this conceptual model,
providing further insight into its elements (Tsoukas
and Cunha 2017). Jay (2013), for example, finds that
sensemaking about paradoxical outcomes enables hy-
brid organizations” actors to embrace tensions. Smets
et al. (2015) show that ambidextrous organizations
confront tensions by shifting dynamically between dif-
ferentiation and integration practices. In addition,
scholars have found that hybrid enterprises dispose
of their governing boards (Ebrahim et al. 2014), as well
as their paradoxical leadership frames and organiza-
tional guardrails (Smith and Besharov 2019), to avoid
“mission drift” toward either commercial or social
goals, all of which help them maintain their dual orien-
tation over time.
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Finally, scholars recently moved beyond such cycli-
cal models for a longitudinal perspective of managing
tensions (Hargrave and Van de Ven 2017, Raisch et al.
2018). By integrating insights from dialectics theory
(Langley and Sloan 2012), these models suggest that
organizations with a dual orientation experience sub-
sequent divergence and convergence stages. During
divergence, organizations use trial-and-error learning
to experiment with new practices and reach a higher
understanding of tensions and their management.
During convergence, they agree on and refine their
current understanding and practices by means of a
circular process. Although these longitudinal models
provided the first insight into how activities to man-
age tensions evolve over time, they apply to compa-
nies that already have a dual orientation, and not to
those intending to transition from a single focus to a
dual orientation.

Transitioning to a Dual Orientation
Process research in organization theory suggests that
firms cannot simply reproduce processes that work in
other companies. Langley and Tsoukas (2010) point
out that knowing that a certain organizational process
is generally effective reveals almost nothing about
how to move to this process. However, this is arguably
the most pressing issue for those managers seeking
guidance on how to realize this process in their com-
panies (Langley 2007). Understanding the transition
requires additional insight into the sequence of events
that unfold over time (Langley et al. 2013). Such an
evolutionary perspective explains how and why a
process emerges, unfolds, and concludes over time
(Van de Ven 1992). Specifically, process theory points
us to three gaps in our understanding of the transition
to a dual orientation, which inform a set of analytical
questions that guides our empirical investigation:
First, we need to learn more about the process’s
emergence (Van de Ven 1992, Langley 2007). Extant
research suggests that organizations with a dual ori-
entation embrace tensions purposefully (Smith and
Lewis 2011, Sharma and Bansal 2017). However,
when organizations transition from a single focus to a
dual orientation, they have little understanding of the
emergent tensions. Identifying, analyzing, and mak-
ing sense of tensions are complex tasks (Schad et al.
2016), and organizational actors’ immediate grasp of
this complexity is limited (Orlikowski 1996, Tsoukas
and Chia 2002). Under these conditions, organization-
al actors’ typical reaction is to respond defensively, to
repress the tensions, and to ultimately choose one
alternative rather than embracing both sides of the
tension (Vince and Broussine 1996, Smith 2014, Child
2020). Our first analytical question is therefore: How
do organizations starting a transition to a dual

orientation acquire the necessary understanding to
embrace emergent tensions?

Second, we need to trace emergent processes” sub-
sequent evolution in the face of opposing forces (Van
de Ven 1992, Langley 2007). Although extant research
describes solutions for managing tensions (Schad et al.
2016), it may not be easy for organizations transition-
ing to a dual orientation to develop and implement
these solutions. These organizations are likely to face
inertial pressures in which their structures, processes,
and competences support the existing practices and
workflows rather than novel ones (Tripsas and Gavetti
2000, Gilbert 2005). The organizations may therefore ex-
perience power and resource struggles between the
competing factions representing the currently dominant
logic and the emergent one (Ashforth et al. 2014, Raisch
and Tushman 2016). Under these conditions, the transi-
tion process is unlikely to be smooth and linear (Van de
Ven 1992). Our second analytical question is therefore:
How do organizations that transition to a dual orienta-
tion develop their solution for managing tensions?

Third, we need to identify the development’s
“functional end point” (Van de Ven 1992, p. 180),
which produces recursive cycles or routines of stabili-
ty and change (Langley 2009). Prior conceptual work
with an evolutionary perspective portrays the manag-
ing of tensions in organizations with a dual orienta-
tion as a learning process with subsequent divergence
and convergence stages (Hargrave and Van de Ven
2017, Raisch et al. 2018). Others describe the cyclical
or iterative (Smith and Lewis 2011, Smith and Besharov
2019), as well as the highly routinized (Salvato and
Rerup 2018) processes that organizations with a dual
orientation use. Given these prior perspectives of the
development’s possible “functional end point,” we
pose a third and final analytical question for our empiri-
cal investigation: How, and under which conditions, do
organizations complete their transition to a dual
orientation?

Research Design

We conducted an inductive study, using four in-depth
longitudinal cases of an incumbent manufacturer imple-
menting a dual business model in its subsidiaries. Induc-
tive studies with a grounded theory-building approach
(Glaser and Strauss 1967) are particularly useful for ana-
lyzing complex processes that evolve over time (Langley
1999). Longitudinal data are required to observe how
these processes unfold across the sequences and transi-
tions (Langley et al. 2013). The multiple case studies gen-
erated rich, field-based insights into the processes that
companies use to transition to a dual orientation.

Research Setting
We deliberately chose the research company that we
call Dual. The Group to which Dual belongs was
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founded in the second half of the 19th century with
the mission to manufacture and sell railway equip-
ment. In the 1950s, the Group refocused on industrial,
construction, and air-compression equipment. Within
the Group, Dual became a standalone company and
began its ascent to global market leadership in air-
compression equipment. A compressor is a machine
that converts power into energy by increasingly forc-
ing air into a storage tank, thereby increasing the pres-
sure. It is an indispensable piece of equipment in most
manufacturing operations, from textile to plastic bot-
tle production. Compressors’ sizes and types may
vary, but most of them are complex, with an expected
lifetime of more than five years. Moreover, they are
essential for the functioning of the many applications
for which they are used. Owing to their intrinsic prod-
uct characteristics, and the critical role they play, com-
pressors need ongoing servicing.

Although the compressors that Dual develops and
sells have always had the potential to provide services
such as maintenance, repair, and optimization, these
services have, for most of the company’s history, mere-
ly been a support function of the actual product busi-
ness. However, shortly after the appointment of a new
CEO in 2007, Dual started considering offering ad-
vanced services as a business. The senior management
team began exploring the possibilities of creating a
separate service business to generate new revenue
streams, eventually developing and implementing a
dual product-service business model. Dual’s service
and product objectives were, for the first time, treated
as equally important. The company started offering
advanced digital services, such as remote monitoring
and outcome-based contracts. This transition to a dual
business model created persistent tensions on all levels
of the organization, from the headquarters to the
customer-facing teams in the country subsidiaries.

Case Selection
As a multinational company, Dual operates through a
network of country subsidiaries representing the
company in local markets and fully responsible for
delivering its products and services. Following a top
management decision in 2007, a new product-service
business model was rolled out across all of Dual’s
subsidiaries. By starting our observation at that time,
we had the unique opportunity to observe the transi-
tion to a dual business model right from the start and
track its subsequent evolution. An evolutionary pro-
cess perspective, which we use in this study, requires
this real-time data collection in order to place re-
searchers in “the manager’s temporal and contextual
frames of reference” (Van de Ven 1992, p. 181).

We chose the subsidiaries as the primary unit of
analysis, because the product-service tension is most
pronounced at that level (Kindstrom 2010). This

choice had the added benefit of providing us with
multiple comparable cases. All the subsidiaries
adopted the same dual business model, product-
service offerings, and structures. However, their gen-
eral managers had full autonomy in respect to their
managerial practices. This setting gave us the oppor-
tunity to compare the different subsidiaries” practices
associated with their transition to a dual orientation.
Dual’s senior management mentioned 11 country
subsidiaries that they considered representative. We
initially monitored all of these subsidiaries, noticing
that they experienced highly similar tensions
between their product and service businesses. As
soon as the differences in the subsidiaries’ tension-
management approaches became apparent, we
narrowed our scope.

Consistent with inductive studies” theoretical sam-
pling strategy (Eisenhardt 1989), we focused on four
subsidiaries (Beta, Gamma, Delta, and Epsilon) that
were polar cases regarding their transition to a dual
orientation. At the time, Gamma and Epsilon were
struggling with their tension management, whereas
Beta and Delta showed early signs of progress. Ulti-
mately, the latter two subsidiaries transitioned suc-
cessfully to a dual orientation, whereas the former
two did not. Furthermore, this sample provided us
with polar case pairs for developed-country (Delta
and Epsilon) and developing-country (Beta and
Gamma) markets. Dual’s senior management had rec-
ommended this choice, because their experience had
taught them that service businesses are generally easi-
er to scale in developed-country markets than in de-
veloping ones. Through additional data collection
from our headquarters informants, we ensured that
other contextual factors, such as the country markets’
size, the subsidiaries’ age and profitability, and the
service businesses’ size, did not affect our findings
materially (see Table 1).

Data Collection

Between January 2007 and December 2010, the first
author spent a third of her working hours at Dual. She
had comprehensive access to the company sites, and
the corporate and subsidiary leadership supported
her study (Eisenhardt 1989). Evolutionary process
studies require researchers’ prolonged involvement,
which allows them to build interactional expertise
and provides them with easy access to events and pro-
cesses (Langley et al. 2013). The first author collected
data through three primary data sources (Yin 2009):
(1) cross-sectional interviews, (2) direct observation of
the subsidiaries’” day-to-day operations during site
visits, and (3) archival data from internal documents.
Her interviews began with the corporate manage-
ment, continued with the general management, and,
finally, progressed to lower-level subsidiary actors.
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Table 1. Sample and Data Collection

Subsidiary Beta Gamma Delta Epsilon
Region Latin America Asia Pacific Europe Europe
Country size Large Large Midsized Midsized
Country development Developing Developing Developed Developed
Year of subsidiary establishment 1969 1998 1969 1931
Revenues in EUR millions (2007) 113 166 135 72

% of service revenues (2007) 31 26 31 34
Gross profit margin (2007) (%) 45 40 44 52
Interviews with subsidiary leaders* 6 7 9 8
Interviews with subsidiary staff** 5 5 7 7
Direct observation at the subsidiary (hours) 40 40 24 40
Archival data (total number of documents)*** 18 17 14 17

Interviews with Dual top management****

40

Number of days spent at Dual

Approximately 200 (or one third of the working days over 3 years)

*General Manager, Service Line Manager, and Product Line Manager.

**Service Marketing Manager, Service Operations Manager, Service Sales Manager, Service technical support staff, Service Planner, Service
Technician, Service Sales Specialist, Service Marketing Specialist, Product Marketing Manager, Product Sales Specialist, Rental Specialist, and

Logistics Manager.

***Including detailed subsidiary financial and operational data from Dual’s Enterprise Resource Planning (ERP) system, quarterly subsidiary
review presentations, presentations on product or service line initiatives, and specific meeting documents and minutes.

***President, Vice President Services, Director Service Marketing, Director Service Operations, Director Service R&D, Service managers, Vice
President Small Equipment, Vice President Large Equipment, Vice President Portable Equipment, Product managers, Chief Business Controller,

Human Resources Manager, and Supply Chain Manager.

The subsidiary informants included, among others,
the general managers, product line managers, service
line managers, product sales managers, and service
sales managers. We collected data from at least 11
subsidiary informants per case. Although most of the
interviews were held during the observation period
(2007-2010), we continued to conduct interviews after
this period to track subsequent developments. We
concluded the data collection on reaching theoretical
saturation (Glaser and Strauss 1967). Table 1 provides
an overview of our informants and data sources.

The interviews were generally conducted during
site visits and lasted between 60 and 90 minutes. We
used a semistructured interview guide, which we had
developed by using insights from our initial explor-
atory visits (Fontana and Frey 1998). We started the
interviews with questions related to the informant’s
role, the adoption of the product-service business
model, and the tensions experienced. We then moved
on to our specific analytical questions (Kvale 1996),
with an emphasis on the processes and practices that
subsidiary leaders use to manage the transition to a
dual orientation. The intense use of real-time data
helped us mitigate informants’ retrospective bias,
while combining these data with retrospective data
provided us with more observations and a better
grounding (Miller et al. 1997). We recorded and tran-
scribed the interviews and, in the few cases when the
informants did not wish to have their interviews
recorded, wrote detailed notes immediately after the
interview (Yin 2009). The use of informants from mul-
tiple organizational levels and functions helped miti-
gate the subject bias (Eisenhardt and Graebner 2007)

and provided a broad range of perspectives
(Eisenhardt and Bourgeois 1988).

In addition, we collected archival data, including
minutes of meetings, press releases, and quarterly re-
view reports. Archival data were used to prepare for
interviews and often served as a conversation starter.
We also used these data to challenge our interviewees
and/or corroborate their statements. Time-stamped
information was particularly useful to verify our inter-
viewees’ timeline and sequence of events. Finally, ob-
servation at the subsidiaries comprised attending
meetings and informal conversations, which served a
dual purpose (Rowley 2002): First, the direct involve-
ment helped us gain trust, identify interviewees, and
facilitate interviews. Second, the observations allowed
for triangulating the archival and interview data with
additional insights gained during these observations
and cross-check these data for accuracy.

Data Analysis

The data analysis started with developing longitudi-
nal case histories for content analysis (Yin 2009).
Building on these case histories, the first author coded
a list of empirical themes, which served as the basis
for an extensive deductive reasoning phase, during
which she grouped the empirical themes into con-
ceptual categories. Although the themes were still
grounded in the case contexts, the categories com-
prised multiple empirical themes and reflected the
theoretical constructs (Strauss and Corbin 2015). For
example, she grouped informant statements about
“disliking colleagues” and “staying out of way” under
the theoretical category “latent tension” (Smith and
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Lewis 2011). The first author then undertook a cross-
case analysis (Eisenhardt 1989) to identify similar em-
pirical themes and theoretical categories across the
cases (Miles and Huberman 1994), which she clus-
tered into aggregate dimensions (Gioia et al. 2013).

More specifically, she aggregated the categories
“latent tension,” “salient tension,” and “conflict
escalation” in the dimension tension occurrence. She
subsequently grouped the evolving practices for man-
aging the transition to a dual orientation into three
dimensions, which reflect our analytical questions:
Exploring the tensions refers to our first analytical ques-
tion about how the subsidiaries acquired the neces-
sary understanding to embrace emergent tensions and
contains the categories “indirect conflict expression”
and “integration through probing,” which occurred in
the initial stage. Experimenting with solutions refers to
our second analytical question about the subsidiaries’
evolving activities to develop solutions for managing
tensions and contains the categories “softening oppo-
sitional intensity,” “direct conflict expression,”
“integration through trialectics,” and “trust building,”
which emerged in the intermediate stage. Establishing
routines relates to our third analytical question about
the transition’s conclusion and comprises the catego-
ries “proactive identification of known tensions,”
“rule setting,” and “routine learning,” which occurred
during the advanced stage. The final dimension com-
prises the categories “tension understanding” and
“solution experience,” which describe the transitions
between the stages.

At this point, the second author, who had not previ-
ously been involved in the data analysis, recoded the
data independently. There was strong interrater
agreement, and the remaining disagreements were re-
solved through discussion and mutual coding. There-
after, we explored the less successful cases based on a
similar analysis process and compared their findings
with those of the successful cases. The variation be-
tween the two groups allowed us to use theoretical
replication logic (Yin 2009). We also verified our con-
ceptual categories’” temporal sequencing across the
cases. Although these processes were not entirely line-
ar (Van de Ven 2007), we could develop an evolution-
ary process model that closely matched the order in
which the categories emerged. Finally, we presented
our findings and conclusions to our key informants to
ensure our theoretical explanations” plausibility (Miles
and Huberman 1994). Figure 1 provides an overview
of the key processes and practices in the transition to a
dual orientation.

Findings
In the following, we present the subsidiaries” evolving
activities aimed at managing their transition to a dual

orientation in three stages. The first stage recounts the
initial developments following the adoption of a dual
product-service business model in 2007; the second
stage, the dual business model’s subsequent imple-
mentation; and the final stage, the postrollout in 2010
and thereafter. Although all four subsidiaries at-
tempted to transition to a dual orientation, only two
(Beta and Delta) completed this transition during our
observation period, whereas the other two either re-
mained stuck in their initial activities (Gamma) or in
moderately advanced ones (Epsilon). We present the
successful Beta case in detail, comparing it to the de-
velopments at Gamma in the initial stage and those at
Epsilon in the intermediate stage. Table 2 presents an
overview of the four cases, and Table 3 provides addi-
tional evidence not reported in the text regarding Del-
ta and Epsilon, while Figure 2 presents the conceptual
model that emerged from our data.

Stage 1: Exploring the Tensions

Beta. When the separate service division was created
in late 2007, the latent product-service tension at Beta
became salient. The Service Marketing Manager pro-
vided an example of this: “We had a customer with an
extremely old machine, but no capital for purchasing
a new one. We were in favor of the customer’s de-
mand for continued service, even though the unit was
up for replacement, but the product salesman insisted
on pushing through the sale of the new machine.”
Discouraged by the product salesman, the service
technician adopted a less proactive customer-service
approach, which the product line perceived as a lack
of responsiveness. The product line employees started
complaining that the service technicians refused to
take their customers’ calls. The conflict was escalated
to the product and service line managers, and eventu-
ally to the General Manager, who explained:

Conflicts between the product and service sales repre-
sentatives surfaced regularly. A specific conflict
would then be escalated to the line managers, who es-
calate it to me. Mostly it was [the Service Line Man-
ager] who came to me, because he was not ready to
accept being wronged.

The General Manager would then consult both
sides. In this specific situation, he first contacted the
Service Line Manager to investigate why the service
line had not responded to the customer’s calls. He
subsequently talked to the Product Line Manager and
the responsible product sales representative to better
understand their perspectives of the conflict. After
consulting both sides, the General Manager usually
made a decision. In this case, he allowed the product
line to push the sale of a new machine. The Service
Marketing Manager felt that the General Manager,
more often than not, prioritized the product line:
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Figure 1. Key Processes and Practices in the Transition to a Dual Orientation

Empirical Themes

Conceptual Categories

Aggregate Dimensions

Statements describing how actors “dislike colleagues,” “do not trust

Latent tension

Salient tension

Tension

occurrence

colleagues’ intentions,” and “ask them to stay out of way” .
Statements describing “open conflicts,” “ ibalization,” x|
complaints,” “shouting matches,” and “threats” L

Statements describing how actors “inform the GM,” “show their dislike -
>

of the other side,” and “clarify their concerns”™

Conflict escalation

Statements describing how actors individually “present their positions
to the GM,” “provide their arguments,” and “justify their actions”

Indirect conflict expression

Exploring the

Statements describing how actors “evaluate the service and the product
standpoints,” “decide that the one side wins and other side loses,” P
“exercise power,” and “find compromising solutions™

Integration through probing

tensions

Statements related to “organizing coffee talks,” “relaxing the tension,”
and “improving the atmosphere”

Softening oppositional intensity

Statements describing how actors “discuss conflicts face-to-face,”
‘engage in active listening,” “engage in argumentation,” “undertake fact-
based analysis,” and “identify root causes”™

Direct conflict expression

Experimenting

Statements describing how actors evaluate “what is best for the

Integration through trialectics

with solutions

Trust building

Proactive identification of known tensions

Rule setting

Establishing
routines

. £y . )
customer” and discuss “the company’s overall interest Lo
Statements describing how actors “approach team building,” “start to
trust each other,” “start to work as a team,” “set common goals,” and >
“discuss synergies”

Statements describing how actors “engage in regular communication,”

‘set a meeting cycle,” “organize workshops with the two busi lines,” >
and “address conflicts before they occur”

Statements describing how actors “set the channel rules with the GM,”

“create rules with the GM,” and “structure the process to »
tensions”™

Statements describing how actors “learn the GM’s conflict management

approach,” “learn the routines,” and »

“start solving problems without the GM”

Routine learning

Statements describing how actors “learn about the issues,” “understand

the conflict,” and “see the bigger picture”

Tension understanding

Transitions

Statements describing how actors “identify the best practices,” “create a
framework,” and “figure out the success factors”™

Solution experience

VAL ANV

[The General Manager] initially continued to follow
the old principle that service is not a business in its
own right and allowed the product guys to push cus-
tomers to purchase new machines. We sometimes
even lost customers when they pushed machine sales
too much.

Over time, the General Manager became aware
that prioritizing the product division created deep

Table 2. Overview of the Cases

frustration and real challenges for the service side,
which could hurt the overall business. He started
looking for opportunities to strengthen the service
line. When another conflict about competence devel-
opment emerged, he decided in favor of the service
line. A service line employee explained:

[The General Manager] tried to be fair and keep
our Service Line Manager happy. Our initiative to

Subsidiary Beta Gamma Delta Epsilon
Evidence at the beginning of the study period
Salient tension Yes Yes Yes Yes
Evidence of the evolving process*
Stage 1 Yes (15) Yes (24) Yes (18) Yes (22)
Transition 1 Yes (5) No Yes (6) Yes (4)
Stage 2 Yes (18) No Yes (14) Yes (6)
Transition 2 Yes (7) No Yes (6) No
Stage 3 Yes (21) No Yes (16) No
Evidence of the performance at the end of the study period
Revenue synergies achieved (i.e. cross-selling)** High Negative (cannibalization) High Low

*The numbers in parentheses indicate the number of directly applicable interview quotes.
**As reported by the general managers and reflected in the internal financial reports and data.
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Figure 2. Conceptual Model
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upgrade the service line competence was approved,
and we were given priority in competence develop-
ment. He supported us by rebalancing the initial
decisions in favor of the product line, which helped
increase our competence levels and service quality.

However, the General Manager realized that reba-
lancing across conflicts did not ease the tension: “The
frictions became even stronger because the equipment
people now started to think they were being left
behind.” Over time, these experiences taught the Gen-
eral Manager that ruling in favor of one side inevita-
bly created problems for the other side. The internal
conflicts often affected customers negatively. The Ser-
vice Line Manager stated, “We started to see so many
situations where customers were not happy because
[products and services] did not talk to one other, and
we realized we had to do something about it.”

At this point, the General Manager started search-
ing for compromise solutions for conflicts that would,
to a certain extent, fulfill both parties” needs. The Ser-
vice Marketing Manager recounted:

Dealing with the issues between products and serv-
ices took so much organizational energy that it was
easier for [the General Manager] to compromise or
find other ways to avoid them, especially regarding
smaller conflicts. But that didit mean anyone was re-
ally satisfied with the solution. ...The tensions be-
tween the business line managers remained extremely
high.

Stage 2 — Experimenting with solutions

Direct conflict
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The General Manager then started discussing the is-
sue with the business line managers. The Service Mar-
keting Manager told us that they realized that
compromising could provide a temporary solution,
but would ultimately fail to address the underlying
tension: “The lack of an effective resolution of smaller
conflicts made the resolution of bigger conflicts diffi-
cult, and the fundamental lack of trust persisted.” The
General Manager’s core insight was that addressing
the tension would require an entirely different, more
comprehensive approach:

I learned that it is important not only to treat a specif-
ic case, but also to address its root cause. ... My inter-
pretation is that there are two types of conflict. One is
about technical problems. Those conflicts are impor-
tant, but the main problem is that there is also a fun-
damental conflict when people from both sides do
not understand the other’s approaches.

The Service Line Manager added his perspective of
the learning process that had occurred:

The General Manager, who had a broader vision,
started to see a pattern emerging from the conflicts,
which started reappearing. He felt that he was wast-
ing his time solving endless conflicts and realized
that there was something more fundamentally wrong
with how he had addressed them. He understood
that he would have to solve these conflicts from a
structural perspective, rather than continuing to fight
fires. This was our wake-up call.
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Gamma. Whereas the Delta and Epsilon subsidiaries’
early stage experiences were fairly similar to those at
Beta (see Table 3 for illustrative quotes), the Gamma
subsidiary’s experience was initially similar, but
quickly deviated substantially. Early on, this subsidi-
ary also experienced a salient tension between the
new service line and the established product line. The
Service Line Manager recounted:

Tensions started to emerge when we introduced spe-
cific key performance indicators for the product and
service lines. ... When customers buy new machines,
they tend to say, ‘Your products are good, but your
service prices are a bit steep.” The product salesman
then asks me, ‘Can you reduce the service price, so
that we can sell the machine? If we do not sell the
machine, there won’t be a service contract.” What can
I do? If I reduce the price, we fail to achieve our key
performance indicators.

Initially, the Service Line Manager gave in several
times to help the product line close deals. However,
he felt increasing pressure to meet his own business
targets. When a product salesman approached him,
he argued, “[This customer] can afford a higher price,
which allows us to provide higher-quality service, in-
crease customer satisfaction, and, in turn, help [the
product line] sell new equipment.” However, he did
not convince the product salesman, who argued: “The
service unit does not support us much, and I am not
sure that customers interested in our products really
care that much about service.” This time, the Service
Line Manager decided not to give in, but escalated the
conflict to the General Manager.

The General Manager asked both sides to provide
their arguments separately. He explained this ap-
proach in line with the company’s structure: “The di-
visional organization needs to be implemented all the
way through. I look at the two business lines” argu-
ments and then support either one or the other posi-
tion.” In this case, both sides” arguments were based
on their respective key performance indicators, which
they found difficult to realize without the other side’s
concessions. Eventually, the General Manager made a
decision, which was to reduce the service price to al-
low the product line to close the deal. The Service
Line Manager commented:

The General Manager strengthens either the product
or the service line to make at least one division head
happy. If one of them is happy, that is much better for
him than if both are unhappy. The smart thing for him
to do is to align himself with one division’s strategy.

The Product Line Manager did not conceal his satis-
faction with the decision: “In a booming market, pri-
oritizing the product objectives makes a lot of sense.”
In contrast, the Service Line Manager was upset:

It’s not that I do not want to help products, but if we
always reduce the service price, how can we ever be
successful? ...The product salesmen should demon-
strate the unique customer value we create, for exam-
ple, by showing that our equipment efficiency is higher
than that of our competitors. We have the arguments
needed to change the customer’s mind, but that re-
quires more sophisticated communication than simply
discussing the price.

Contrary to the Beta case, the General Manager at
Gamma continued to rule in favor of the product line
in subsequent conflicts. His strong focus on the divi-
sions and his prioritization of the product line’s
interests contributed to a culture of increasing rivalry
between the business lines. During a subsidiary visit,
the first author observed that the product and service
line managers avoided meeting physically and instead
opted for calling in separately during meetings. In a
follow-up conversation, the General Manager told her
that he had decided to take a back seat and let the line
managers handle future conflicts directly:

I think it is very important that the General Manager
allows these guys to try and solve the problems them-
selves. As always, you believe that they see them-
selves as equals, but if you know that one business
line manager is more dominant than the other one,
and tends to manipulate the other one, then you have
to be sure that the other guy, first of all, learns how
to stand on his own two feet and, secondly, that he
has his division’s best interests at heart.

Dual’s top management eventually transferred the
General Manager to another position. The succeeding
General Manager attempted to change the culture of
rivalry by striving for compromise solutions. One ex-
ample was his handling of a conflict about spare part
prices. Although the product line was pushing the ser-
vice line to cut its spare part prices, the Service Line
Manager worried about the negative impact on the
service line’s performance. The General Manager ex-
plained his compromise solution:

I created a new service plan in which the spare
parts are bundled and sold through a long-term con-
tract.... The service plan is better, because the cus-
tomer receives a better service, product salesmen can
sell equipment more easily, and the service line gets
the service contract.

The service plan concept was implemented, but the
product and the service line managers did not receive
it positively and continued pushing exceptions that
met their business line’s interests better in subsequent
conflicts. Over time, the General Manager proposed
other compromise solutions, which sometimes ap-
peased the conflicts momentarily, but did not change
the culture of distrust between the business lines.
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The General Manager concluded that the clashes be-
tween the product and service businesses were inevi-
table. He eventually decided to delegate the task of
finding compromises to the line managers:

I took this position two years ago and I tried out
some things, but there are still huge problems be-
tween the divisions, a lot of complaining, and much
blaming of one another. I believe this is because each
division has its own business model, and they don’t
understand each other’s business models. I therefore
asked [the business lines] to organize monthly meet-
ings where the business lines” managers could come
together to discuss the problems they have with one
another. Only if they cannot solve the problem on
their level, do they direct it to me.

During these meetings, the tension between the two
business lines remained high. Gamma continued to
suffer escalating conflicts and, as the quarterly subsid-
iary reports show, sales cannibalization between the
business lines, where the loss of service clients led to
the loss of product clients and vice versa.

Model Development. Exploring these cases provides
insight for our first analytical question: How do or-
ganizations starting a transition to a dual orientation
acquire the necessary understanding to embrace
emergent tensions? In all four cases, there was a latent
tension (Smith and Lewis 2011) emerging from the
product and service business lines’ contradictory, yet
interdependent, objectives (Markides and Charitou
2004). A contextual change, in this case, Dual’s shift
from a product to a product-service business model,
turned the latent tension into a salient tension (Smith
2014) at the subsidiary level. This created conflict,
which was escalated to the senior managers. Such con-
flict escalation, or the communication of opposition in
the presence of the leader (Weingart et al. 2015), is im-
portant, as it allows leaders to perceive and address
the tension (Smith and Tushman 2005). In our cases,
the leaders did so by asking the conflicting parties to
present their interests separately—a management
practice that could be described as differentiation
through indirect conflict expression. Differentiation de-
notes managerial practices that clarify how the two
sides differ from one another by advocating each
domain separately (Smith 2014). Indirect conflict
expression means that each side articulates its con-
cerns separately, which allows the leader to gain in-
sight into the conflict’s causes from two perspectives
(Weingart et al. 2015). However, the two sides are un-
aware of the other side’s perspective and maintain
their respective worldviews.

Subsequently, the senior managers used a form of
integration, which refers to managerial practices that
identify communalities and connections between the

two sides (Smith 2014). Integration through probing re-
lied on tradeoff (either/or) rather than paradox
(both/and) practices to address newly emerging ten-
sions: First, the leaders relied on prioritizing. After
evaluating the two sides” arguments, they ruled in fa-
vor of one or the other side in a given conflict. Second,
the leaders used rebalancing, which describes their at-
tempts to counterbalance prior decisions by deciding
in favor of the previously neglected side when subse-
quent conflicts occurred, allowing them to treat both
sides equally over time. Third, leaders used
compromising to find solutions for conflicts that
would at least partially satisfy both sides” interests.

These management practices may appear to be in-
complete and somewhat clumsy attempts at integra-
tion. For example, prioritizing and rebalancing always
triggered opposition from the unfavored side, where-
as compromising led to both sides protesting. Howev-
er, our case studies also revealed that these probing
practices allowed the leaders in the three cases that
subsequently progressed to stage 2 (Beta, Delta, and
Epsilon) to work through these conflicts and gain
deeper insight into the tension. Leaders facing emerg-
ing tensions fail to immediately grasp tensions’ full
complexity (Tsoukas and Chia 2002). Prioritizing and
rebalancing allowed the leaders to explore the ten-
sion’s poles and experience the escalating dynamics
that such one-sided approaches trigger (Lewis 2000).
This experience provided the insight that tradeoff
solutions ignore the interdependence between the
two sides, which has negative internal (for the
neglected side) and/or external (for the customer)
consequences. Furthermore, the leaders learned that
compromising fails to resolve the tension, which
persists and reemerges when conditions change.

In the successful cases, the leaders” comprehensive
probing experience helped them understand the ten-
sion’s interdependent, dynamic, and persistent na-
ture. This growing tension understanding motivated
them to subsequently change their approach and use
more comprehensive paradoxical practices, which em-
brace the tensions’ interdependence, dynamism, and
persistence. In contrast, Gamma’s senior managers
failed to reach a comprehensive understanding of the
tension. Each general manager used just one of the
probing practices, which enabled only partial under-
standing. Insufficient probing experience left the se-
nior managers with the firm belief that the products
and service businesses are in direct conflict and that
only one side could win, which made the tension
seem an insurmountable tradeoff (Putnam et al. 2016)
or dualism (Farjoun 2010). Consequently, Gamma did
not transition to developing paradoxical solutions, but
retained its tradeoff practices. Moreover, the general
managers’ early attempts to establish routinized prac-
tices by delegating the tension resolution to the
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product and service line managers failed due to these
managers’ limited understanding of the tensions and
lacking experience in managing them.

Stage 2: Experimenting with Solutions

Beta. Although the tensions remained, and the con-
flicts continued to escalate, the General Manager at
Beta used his learnings from the prior probing experi-
ence to adapt his subsidiary’s approach to managing
tensions. He used the new tension-management pro-
cess when a conflict about commissions made the
product-service tension salient again. The Service Line
Manager described this conflict:

The product sales representatives have their commis-
sion, and our [service] sales representatives have
theirs. If my sales representatives maximize their
commission by selling an expensive service plan, they
jeopardize future equipment sales. Not surprisingly,
this creates tension between us and the products.
... As usual, this conflict emerged at the operational
level, but was then escalated.

The General Manager decided to use this conflict to
address the tension more profoundly. He initiated a
series of meetings with the two parties to “improve
the atmosphere.” Both the product and service line
managers spoke highly of the General Manager’s ef-
forts to ensure a constructive debate, which helped
mitigate the tension. The Service Line Manager
explained:

When the conflict was escalated, [the General Manag-
er] addressed it very calmly. His demeanor showed
us that we should discourage further fighting with
our product line colleagues. He described us as gen-
tlemen who can reach an agreement rather than lesser
spirits who start fighting.

In one of the joint meetings, the General Manager
asked the two parties to present their views of the
conflict. He suggested that the conflict was partly
rooted in each side’s lack of understanding of the oth-
er party’s perspective. Having both sides elaborate
their respective perspectives, which included a clarifi-
cation of their challenges and needs, helped them
achieve a mutual understanding, while also allowing
the group to jointly identify the conflict’s root causes.
The General Manager provided an example:

I encouraged the Service Line Manager to explain to
his product counterpart why there was a backlog in
service provision for [a specific customer]. He argued
that his team follows the general policy of prioritizing
service plan customers, defended this practice, and
explained why they could not simply change the
planning in this situation. ... The Product Line Man-
ager started understanding the larger context and
now has the right arguments to explain the situation
to his customers and propose a solution, which is to

suggest a service plan granting the customer priority
service.

The General Manager did not make a decision to re-
solve the conflict, but asked the two sides to jointly
develop a solution. He insisted that this solution
should not be a compromise between the two sides,
but the best possible solution from the customer’s per-
spective, regardless of the product and service line
goals: “I no longer asked about their problems, I asked
them what solution would satisfy the customer most.”
The Service Line Manager told us that they used the
same approach in subsequent conflicts:

We now always think about the best solution for the
customer. ...If a customer has old equipment and
there is huge potential for energy savings, buying
new equipment will serve him better. My guys will
then help the product guys sell new equipment, even
if we have to lower our service prices to make the
sale. However, if a customer tells us he cannot replace
the equipment, he only has a budget to refurbish it, it
is the other way around. Then, the product guys
must help us sell the overhaul.

After each conflict’s resolution, the General Manag-
er organized follow-up meetings. His philosophy was,
“a conflict resolved is a positive force.” He used the
exchange to cultivate a common team spirit and foster
trust between the parties. The Service Line Manager
described the measures taken:

[The General Manager] now organizes regular meet-
ings to bring people from both sides together. He
asks us to give presentations. Our people increasingly
feel a part of the same team, get along better, and rely
on one another more. It is not easy to create this spir-
it, because it requires us to daily address and solve
frictions between products and services. This de-
mands a great deal of communication, especially in
terms of repeating the same message endlessly.

By experimenting with the new process across dif-
ferent conflict situations, the leaders started defining
an effective solution process’s characteristics. The
General Manager worked on identifying the condi-
tions and principles that needed to be considered
when applying the new management process to dif-
ferent types of tension occurrences. He eventually for-
malized his combined learnings in an overarching
framework for addressing tensions. The Service Line
Manager recounted:

The examples of good case solutions started to accu-
mulate, and a pattern started emerging regarding a
good product-service relationship’s characteristics.
Drawing on this experience, [the General Manager]
created this framework, which he, at the time, called
‘the dimensions of customer satisfaction.” In this
framework, he clarified what was important from a
customer perspective when we address a conflict.
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... He isolated the values that were important for us
to cultivate, like accessibility, honesty, and other
things that would help us deliver the best overall cus-
tomer experience. If you take, for instance, honesty as
a value, the moment a service salesman goes to a cus-
tomer and wants to say, ‘Hey, this is an overhaul, the
price is good for you, let’s move on,” he should in-
stead change his story and say: “You know, Mr. Cus-
tomer, we could do an overhaul, but let me be honest
with you, this is not the best alternative for you at
this point in time. I think you should consider acquir-
ing new equipment because of this and that.” [The
General Manager] now highlights these customer-
centricity concepts at our subsidiary’s quarterly
meetings.

The General Manager emphasized that it took an it-
erative process to develop the solution and make it
part of his country organization by applying it to dif-
ferent types of tensions:

We then consistently focused on the overall business
perspective to improve customer satisfaction ... We
called it ‘the synergy perspective’; although the name
was changed later, the target remained the same: To
develop a common view of how [Dual] operates and
convince teams that this is the right way for everyone.
The challenge was to apply this view to all the con-
flicts that emerged about equipment, sales, services,
and customers. At the end, we created a common
view of the responses regarding time, warranties,
spare parts, utilization, and so on. ... We had to re-
peat the process quite a lot to clarify what we
want.... We also had to communicate this strategy
quite often, because a single booklet, a single email, a
single kick-off meeting is simply not sufficient for a
comprehensive understanding of the synergistic way
in which we want to operate and collaborate.

Epsilon. Although the Delta subsidiary’s develop-
ment process was similar to that of Beta (see Table 3
for illustrative quotes), Epsilon, too, faced recurrent
conflicts, but quickly started diverging from Beta and
Delta’s experiences throughout stage 2. The General
Manager provided an example of a conflict:

One of the product salesmen sold a machine with a
very long delivery time. When the machine arrived,
this person called the service planner and said: “You
absolutely have to send your technician to this cus-
tomer right away to commission the machine.” The
service planner responded: ‘I will send the technician
in two weeks.” The product salesman was furious, the
Product Line Manager called the Service Line Manag-
er, and they escalated it to me.

Like his counterparts at the Beta and Delta
subsidiaries, the General Manager at Epsilon invited
both parties to present their problems in each other’s
presence. He explained:

I got everyone together to present their sides of the
story, which clarified the service planner’s massive
workload to the product side. The people from the
product side weren’t aware of this problem. When
they first saw the list of priorities that the service
planner had to deal with ... they understood his re-
sponse much better.

At this point, the tension-management process at
Epsilon started deviating in two ways. First, there was
no evidence of team building or other socializing
activities prior to the conflict resolution. Second,
whereas Beta and Delta’s general managers elevated
the discussion to an overall customer perspective, al-
lowing the business line managers to jointly find more
encompassing solutions, Epsilon’s General Manager
remained focused on clarifying the product and the
service lines’ interests to subsequently make the deci-
sion himself:

What I did was to clarify the service planner’s priori-
ties for the product side. Now they know that if they
are going to receive a machine, they should not wait
until the last moment to call the service planner. They
should call him two weeks in advance to make sure
the machine is ready on time and to ensure that the
customer has everything prepared in advance for the
technician’s visit.

The General Manager argued that the exchange was
sufficient to make the product team change its mind
and resolve the customer’s problem. He subsequently
focused on trust-building activities. Although these
activities had some similarities to those at Beta and
Delta, they remained more general. The General Man-
ager explained that his focus was on creating a culture
in which conflicts could be expressed openly:

Currently, I am trying to develop our employees” and
managers’ understanding that they can raise a ‘red
flag’ if they are suffering. Communication is essential
here. ... You have to create a level of trust in the or-
ganization that allows everybody to voice their opin-
ion freely. For example, I asked one of the service
managers how we could make things better for him.
He said: ‘I have only one wish, which is a profession-
al training room for our distributors.” ...I said: ‘OK,
prepare a business case, show us the return on invest-
ment, and present this at the management meeting.’
He did that, and everybody voted in favor. I told
him: ‘Now you have your training room.” ...I think
by handling things this way, people start to trust you.

The General Manager continued addressing con-
flicts by inviting the two parties to present their views.
However, his approach did not develop further, and
the Epsilon subsidiary did not progress to a routin-
ized approach in phase 3. Although his ad hoc process
temporarily handled specific conflicts, it did not ad-
dress the more fundamental issues underlying the
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product-service tension. In consequence, Epsilon
achieved modest success with realizing synergies,
such as occasional cross-selling achievements, but re-
mained behind the Beta and Delta subsidiaries” exten-
sive synergies (see Table 2).

Model Development. Our continued comparative case
analysis provides insight into our second analytical
question: How do organizations that transition to a
dual orientation develop their solution to managing
tensions? In stage 2, Beta’s and Delta’s general manag-
ers altered their tension-management process by orga-
nizing joint meetings with the two parties rather than
talking to them independently. They first engaged in
socializing and relationship-building activities to re-
duce the anxiety and negative feelings, described in
prior work as softening oppositional intensity (Weingart
et al. 2015). Experiments have shown that high oppo-
sitional intensity causes people to expect losses and
threats (Lee and Aaker 2004), which makes them rigid
and unwilling to share information (Bendersky and
Hays 2012). Softening the oppositional intensity al-
lows the conflicting parties to “monitor the merits of
others” actions or viewpoints and integrate them into
their own response” (Weingart et al. 2015, p. 241). The
senior managers then encouraged both parties to
share their perspectives and explore them jointly, a
process we describe as differentiation through direct
conflict expression. In this process, the sender clarifies
his or her position to the receiver, enabling the latter
to express disagreement, which helps the participants
work toward a common understanding of the con-
flict’s root causes (Tinsley and Weldon 2003). Collec-
tively, these measures created an organizational space
for collaboration (Battilana et al. 2015).

The greatest change after stage 1, however, con-
cerned the integration approach. At Beta and Delta,
the senior managers shifted the opposing parties’
attention from their divisional objectives toward com-
mon, superordinate goals, such as customer satisfac-
tion and the subsidiary performance. The inclusion of
this third-party perspective allowed for more compre-
hensive sensemaking (Bartunek and Bowe 1988,
Weick 1995) and motivated a transcendence discourse
(Putnam et al. 2016, Sharma and Bansal 2017). We re-
fer to these activities as integration through trialectics
(Bartunek 1988, Janssens and Steyaert 1999), during
which situating the two elements within an overarch-
ing whole helped integrate the products and services.
This approach allowed the participants to reframe the
tension from a tradeoff to a paradox perspective. Fur-
ther, the senior managers used each conflict-
resolution episode as an opportunity to foster trust
building (Adler et al. 1999) between the parties, which
further solidified the joint sensemaking (Weick 1995).

Moreover, the Beta and Delta subsidiaries devel-
oped their paradoxical solution process for coping
with tensions over time. The senior managers’ initial
focus was on applying the trialectics approach to
different forms of tension expression (i.e., specific con-
flicts about service quality, price, contracts, and distri-
bution channels) in order to define solutions for each
type of tension. During this effort, they consistently
relied on the customer as the third actor offering a
more comprehensive perspective. Ultimately, the se-
nior managers integrated the specific solutions into a
customer-oriented framework that served as organi-
zational schemata for trialectics (Bartunek 1988),
which could be applied widely across tensions. This
experimentation with paradoxical solutions for man-
aging tensions helped them gain solution experience.
When the general managers felt that their solution
had become sufficiently stable and encompassing to
deal with the most recurring tensions, they formalized
it and communicated it to their product and service
teams, therefore marking the start of the transition to
the final stage.

In contrast, the process at Epsilon did not evolve to
the same extent. Although the increasing tension un-
derstanding also led to the reexamination of its
conflict-resolution approach, the subsidiary’s subse-
quent activities differed in two ways. First, we did not
observe any softening of the oppositional intensity ac-
tivities prior to the conflict resolution. Second, al-
though the conflict-resolution process also started
with differentiation through direct conflict expression,
the integration approach differed substantially. Rather
than experimenting with more comprehensive para-
doxical solutions through trialectics, Epsilon’s General
Manager continued to provide tradeoff solutions fo-
cused on managing specific conflicts when they oc-
curred. The Epsilon subsidiary did not progress to the
routinized approach in stage 3.

Stage 3: Establishing Routines

Beta. Building on their paradoxical solution, Beta’s
and Delta’s general managers started designing and
implementing a process to institutionalize tension
management throughout their country organizations
(for Delta, see Table 3). At Beta, the General Manager
felt that his management team had gained sufficient
solution experience to address tensions proactively
before they escalated:

We no longer allow problems to escalate. If there are
any rumors or speculations, we handle them very
early on. We use two new monitoring instruments:
customer satisfaction surveys, which give us the net
promoter scores and specific customer comments on
what works and what does not, as well as employee
insight surveys, which provide employee satisfaction
scores and detailed comments on how the product
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line feels about the service line and vice versa. By us-
ing these surveys, we can identify imminent issues or
conflicts at any given point in time.

The Service Line Manager added his perspective:

The net promoter score is a first source of input to
identify customer complaints. We now have a data-
base on which we register all the customer complaints
made to any person in our organization. Everybody
has access to this database and can create an incident
report on a problem and its cause. That claim is then
forwarded to the responsible area, but the line man-
agers are always involved. Even if there is a specific
service problem, which a lower-level employee ad-
dresses, we are still on copy and are responsible for
ensuring that the problem is solved. This is a more
proactive way of identifying issues and searching for
synergies. We are well aware of the typical conflicts
that can arise, and address them before they escalate.
...1 organize workshops where I ask the service and
product technicians to assume one another’s roles.
From that perspective, they have to identify problems
that they had caused for the other side. ...This role
play allows us to not only solve the specific conflict,
but also to work through the conflict more generally,
and find rules and solutions.

The senior managers then established concrete pro-
cedures and rules to deal with previously experienced
conflicts. For example, they created rules clarifying
the conditions under which either the product or the
service side would assume the lead in the sales pro-
cess. The Service Line Manager recounted:

One rule is that the service line takes the lead to sug-
gest an overhaul when a machine is between five and
10 years old. The product unit takes over after 10
years, because it becomes increasingly hard to find
parts to repair such old equipment. However, even
though we set limits for running hours and equip-
ment age..., we give borderline cases some leeway
when we can either offer an overhaul or new equip-
ment, and allow the customer to decide.

Once a set of procedures and rules had been estab-
lished, the General Manager invested much time in
teaching the line managers to identify conflicts and
apply solutions themselves. He explained: “In the be-
ginning, this felt strange, because people were still
very defensive, trying to push their own interests,
even with these rules in place. However, little by little,
they started tackling problems from a customer per-
spective and learned to solve conflicts themselves.”
The Service Line Manager added his perspective:

I would say that, initially, [the learning] started at our
yearly strategy meeting. This approach soon became
the management team’s standard behavior, and we
started to teach the lower levels in the organization.
We initiated monthly business line manager meetings
to discuss how we could create synergies between the

service and the product lines. At that stage, the Gen-
eral Manager stopped handling daily conflicts. It is a
sign of maturity that the line managers are now able
to solve these conflicts on their level without having
to escalate them.

The product and service line managers contributed
to this learning process by subsequently providing
their subordinates with similar training. The Service
Line Manager elaborated:

Our people started learning how to solve conflicts. In
the beginning, the line managers’ involvement was
normal, but today, I am far less involved. Our people
learned that if they come to us, we simply tell them
to take a customer perspective and consider the rules
we agreed on. Consequently, they think: ‘Let’s not
waste our time; let’s solve the issue ourselves.’

Although the rules and trainings helped the lower-
level actors tackle many day-to-day conflicts, new
types of conflicts emerged occasionally from the
product-service tension. In these situations, the lower-
level managers did not feel confident enough to ad-
dress the problems themselves. They then escalated
these conflicts to the higher levels, who solved them
through a process resembling the trial-and-error learn-
ing process that was used to address specific stage 2
conflicts. The Product Line Manager explained:

We drew up rules and developed a standard process,
but, nevertheless, sometimes encounter situations that
are not so easy to resolve. In certain situations, the
line managers still have to become involved, and
sometimes even the General Manager.

The Service Line Manager recounted an example of
such a situation:

Our largest customer blacklisted us due to a conflict we
had with them in the service area. The issue was so im-
portant that we involved the General Manager in the de-
cision, which was to designate one person in the service
unit to handle all our relations with this customer. Two
years later, the customer started asking this service per-
son questions related to new equipment. That experience
helped us discover that we could use the same approach
with other very large customers. It is now common prac-
tice for key account customers to first call our service
people, even if they want to buy equipment.

Beta repeatedly added similar new rules to the ex-
isting set of rules, sometimes using these learnings to
modify its tension-management practices and adapt
its manager and employee training accordingly.

Over time, Beta mastered this dual tension-
management process increasingly, which contribut-
ed to an increase in the revenue synergies between
the product and service business lines. During a visit
to the Beta subsidiary, the first author had the
opportunity to join the product and services sales
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representatives on their joint customer visit and ob-
serve their interaction. In her observation diary, she
noted that the sales representatives had an amicable
relationship and followed the customer-centric sales
approach that Betds leadership team had taught
closely. Their customer was highly responsive to
their proactive attempts to identify his company’s
needs and propose solutions for future productivity
improvements in terms of both the equipment and
the services. Consistent with this observation, Dual’s
internal financial data provide evidence of Beta’s
(and Delta’s) strong performance in terms of gener-
ating revenue synergies across the product and
service business lines (for information on Delta, see
Tables 2 and 3).

Model Development. By contrasting and comparing
the cases that transitioned with those that did not,
we gained insight into our final analytical question:
How, and under which conditions, do organizations
complete their transition to a dual orientation? At
Beta and Delta, the senior managers developed a so-
phisticated routinized process for managing recur-
rent tensions. This process started with the senior
managers putting mechanisms in place that allowed
lower-level actors to engage in the proactive identifica-
tion of known tensions. Senior managers used a range
of tools, such as joint problem-solving workshops,
internal and external surveys, and roleplays, to iden-
tify tensions before they escalated. Senior managers
subsequently formalized the decision-making pa-
rameters by developing standard rules and proce-
dures. Rule setting for managing tensions should be
understood as establishing an ostensive routine, or a
codified standard operating procedure (Feldman
and Pentland 2003), which allows lower-level actors
to address recurrent tensions without senior man-
agement’s intervention. The senior managers sup-
ported this process by means of rule learning, which
refers to their activities regarding teaching lower-
level organizational members how to address recur-
rent tensions by using the established rules. Prior
studies have recognized the importance of equip-
ping line managers and staff with the procedures,
tools, and skills to manage tensions themselves
(Smith 2014, Battilana et al. 2015, Ramus et al. 2017).
These combined efforts helped the subsidiaries insti-
tutionalize tension management throughout their
organizations.

Although the routinized practices usually worked
well, not all latent tensions could be identified and
solved before they escalated. Specifically, new forms
of tension expression, for which the existing routines
failed to offer clear guidelines, still caused salient ten-
sions. In these situations, the senior leaders would
step in and address the new salient tension by

returning to the trial-and-error learning approach
observed in stage 2. In many cases, they used the ex-
perience from this continued experimentation with
solutions to modify their routines by, for example,
changing certain rules, procedures, and training
contents to accommodate the new type of tension
expression. Although scholars have historically de-
scribed routines for fostering stability through stan-
dardization (Cyert and March 1963), they now also
describe the dynamics when performative routines
enable change by recreating and modifying osten-
sive routines (Feldman and Pentland 2003). In our
study, we observe a similar interplay in the success-
ful subsidiaries” use of routines, which combines an
institutionalized process of addressing recurrent,
previously experienced tensions with continued ex-
perimentation to accommodate new, previously un-
experienced tensions.

Discussion
Dual business models allow companies to manage in-
consistent demands, survive disruptions, and generate
new revenue streams (Markides 2013). However, com-
panies find transitioning from a single focus to a dual
orientation challenging due to the emergent tensions
that this transition creates (§jodin et al. 2020). We took
an evolutionary perspective (Langley et al. 2013) to
induce a process framework of how organizations
transition successfully from a single focus to a dual ori-
entation by developing increasingly sophisticated
practices to manage the emergent tensions over time.
Although firms with a dual orientation, such as am-
bidextrous firms (O'Reilly and Tushman 2008) and
social enterprises (Battilana and Lee 2014), have the
expertise to manage tensions, single-focus companies
that transition to a dual orientation initially have diffi-
culties grasping the tensions” inherent complexity. In
the early stage, the successful subsidiaries we ob-
served used multiple tradeoff practices, which main-
tain the product and service logics, in order to explore
the tensions. Each of these practices reduced the
tensions” complexity, thereby allowing for unique
insights into their interdependent, dynamic, and per-
sistent nature. These practices’ complementary use
provided the subsidiary leaders with sufficient under-
standing of the tensions to overcome their natural ten-
dency to respond defensively (Vince and Broussine
1996) and to allow them to embrace the tensions pur-
posefully (Smith 2014). Conversely, the Gamma sub-
sidiary, which did not transition, only made partial
use of these tradeoff practices. Its leaders therefore
never overcame their defensive response to the ten-
sions. Their tentative efforts to move to more sophisti-
cated practices prematurely failed due to their limited
understanding of these tensions.
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In the successful subsidiaries, the different tradeoff
practices’” complementary use facilitated a growing
understanding of the tensions, eventually allowing
the leaders to start experimenting with more compre-
hensive paradox practices. These practices transcend
the product and service logics and, therefore, helped
resolve the power and resource struggles between the
two businesses” actors (Ashforth et al. 2014). Specifi-
cally, practices to build mutual trust (Adler et al. 1999)
and adopt a third-party perspective (Janssens and
Steyaert 1999) contributed to the creation of a space
for collaboration (Battilana et al. 2015). Over time,
these subsidiaries” leaders gained extensive experi-
ence with managing recurrent tensions. Ultimately,
they used this experience to develop sophisticated
routinized practices that institutionalized recurrent
tensions” solution, while allowing for further experi-
mentation to deal with newly emerging tensions. Con-
versely, the Epsilon subsidiary retained its simple
tradeoff practices, therefore preventing its leaders
from gaining the solution experience required to com-
plete the transition.

Theoretical Implications
How organizations manage a dual orientation has re-
ceived substantial research attention (Poole and Van
de Ven 1989, Raisch and Birkinshaw 2008, Pache and
Santos 2010, Smith and Lewis 2011, Schad et al. 2016).
We contribute to this literature by conceptualizing the
evolutionary process of transitioning from a single fo-
cus to a dual orientation. Although prior research de-
scribes highly sophisticated practices that companies
use to manage a dual orientation (Jay 2013, Smith and
Besharov 2019), we propose that single-focus compa-
nies that transition to a dual orientation initially bene-
fit more from less sophisticated practices and only
gradually evolve to more sophisticated ones over
time. Our evolutionary perspective of the transition to
a dual orientation has several theoretical implications:
First, prior research generally describes paradox
practices as a superior choice, warning companies
against using inferior tradeoff practices (Lewis 2000,
Smith and Lewis 2011, Schad et al. 2016). Although
paradox practices offer a more comprehensive solu-
tion for managing a dual orientation, tradeoff practi-
ces are valuable during the transition process from a
single focus to a dual orientation because their sim-
plicity facilitates understanding. Tradeoff practices re-
duce the complexity that can otherwise overwhelm
leaders who experience newly emerging tensions
(Tsoukas and Chia 2002). These partial practices cause
conflict and escalating tensions (Smith and Besharov
2019), which can lead to organizational paralysis (Sun-
daramurthy and Lewis 2003), inertia (Battilana and
Dorado 2010), and mission drift (Ebrahim et al. 2014)
in companies with a dual orientation, but enable

further rounds of sensemaking (Orlikowski 1996) in
companies that transition to a dual orientation. Such
sensemaking increases the transitioning companies’
understanding of tensions, eventually allowing them
to evolve to more comprehensive paradox practices.
Consequently, unlike Farjoun (2010) and Smith and
Lewis (2011), who discuss tradeoff and paradox as al-
ternative solutions for managing a dual orientation,
we propose a complementary view of tradeoff and
paradox as sequential and interrelated practices for
managing the transition to a dual orientation.

Second, our findings show the importance of differ-
ent practices” appropriate temporal sequence and pac-
ing during the transition process. Although simple
tradeoff practices are valuable in the transition’s early
stage, their continued use in the later stages prevents
leaders from gaining the solution experience required
to complete the transition. Conversely, the use of
more sophisticated paradox (Smith and Lewis 2011)
and routinized (Salvato and Rerup 2018) practices
provides such a solution experience, but only does so
in the later stages of the transition process. If single-
focus companies move to routinized practices prema-
turely, these sophisticated practices overwhelm them,
hindering their transition to a dual orientation. Our
findings further show that single-focus companies can
allocate both too much and not enough time to trade-
off practices in the transition’s early stage. Enough
time is required because all tradeoff practices are re-
ductionist (Lewis 2000), but not in the same way. The
subsequent experience of different tradeoff practice
provides complementary insights into complex ten-
sions’ interdependence, dynamics, and persistence.
Moving on too quickly to more sophisticated practices
cuts this sensemaking process short, which can lead to
a partial understanding of the tensions. However,
maintaining tradeoff practices for too long traps lead-
ers in their tradeoff perspective. Similarly, sufficient
solution experience is needed at a later stage before
routinized practices can be established. Consequently,
unlike Smith and Lewis (2011) and Tsoukas and
Cunha (2017), who accentuate circular or iterative
processes’ role in managing a dual orientation, we de-
scribe transitioning to a dual orientation as an evolu-
tionary process whose outcomes are contingent on
different practices’ sequence and pacing (Van de Ven
1992, Langley et al. 2013).

Finally, our findings have wider implications for
the debate on managing a dual orientation. In extant
process studies, the dual needs to experiment with
new solutions and apply existing ones have been well
documented (Smith 2014, Raisch et al. 2018). In organ-
izations with a dual orientation, these needs are ad-
dressed through a process with sequential divergence
and convergence stages (Hargrave and Van de Ven
2017). During convergence, routinized practices
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replace the initial experimentation with solutions. In
contrast, organizations that transition to a dual orien-
tation continue to experiment with new solutions
while using routinized practices. They do so, because
they have developed solutions for recurrent tensions,
but still experience new tensions that require further
experimentation. Rather than sequentially addressing
the dual needs for stability and change across time
(Hargrave and Van de Ven 2017, Raisch et al. 2018),
the transitioning organizations address them simulta-
neously across levels. While lower-level actors
manage the recurrent tensions through a routinized
process, senior leaders embrace new tensions. These
insights resonate with Burgelman’s (1991) evolution-
ary view of strategy, which suggests that organiza-
tions first use a sequential approach of divergence
and convergence to respond to a contextual change
(i.e., the adoption of a dual business model), but then
simultaneously combine induced (or top-down) and
autonomous (or bottom-up) processes to retain their
adaptability over a longer time horizon.

Limitations

To give our theoretical development focus and depth,
we have restricted our assumptions and limited our
propositions. Reconsidering these boundaries goes be-
yond our study’s scope, but could inform future re-
search. A significant limitation of our research is that
we only have four cases, all embedded in the same or-
ganization and all focused on managing the same
type of transition from a product to a product-service
business model. We have, however, suggested that
our sample’s uniqueness provided us with the oppor-
tunity to take an evolutionary perspective of the tran-
sition to a dual orientation. Further research is needed
to determine whether the practices we identified are
found in other contexts, such as organizations adopt-
ing an ambidextrous orientation (O'Reilly and Tush-
man 2008) or companies combining their commercial
ventures with social ones (Smith et al. 2013). Such
studies could also use a quantitative approach to for-
mally test the transition processes’ outcomes.

Practical Implications

Managers are increasingly faced with the need to
adopt dual business models to respond to contradicto-
ry demands. Despite the proliferation of best practices
for managing a dual orientation, organizations contin-
ue to struggle with their transition from a single focus
to a dual orientation (Nebuloni et al. 2019). Our evolu-
tionary perspective identified the evolving practices
used to manage this transition and clarified their se-
quence and pacing over time. Different practices are
required for the transition’s successive stages, with
simple tradeoff practices preceding more sophisticat-
ed paradox and routinized practices, with the initial

focus on understanding the tension making way for
the subsequent experience of solutions, and with
routinization needing to be complemented with con-
tinued experimentation to complete the transition
successfully. Our findings suggest that managers
should consider these processes and practices when
looking for ways to transition to a dual business
model.

Conclusion

At the outset of our research, our objective was to ex-
plore the evolving processes that facilitate companies’
transition to a dual orientation. By examining four
organizations’ responses to tensions emerging
throughout the transition process, we identified three
subsequent practices that these organizations used to
manage their transition and clarified the drivers and
conditions that allowed some of these organizations
to complete their transition to a dual orientation suc-
cessfully. These evolving practices have implications
for the literature on managing a dual orientation, be-
cause they extend the scope of the practices that need
to be considered from paradox solutions to tradeoff
solutions, show the importance of these practices” ap-
propriate sequence and pacing in the transition pro-
cess, and describe a simultaneous approach allowing
organizations to combine routinized practices with
continued experimentation.
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