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ABSTRACT

In an academic or business environment, we often find theories that are logical when we look at the theory
individually, but not rational when we observe it simultaneously. The phenomena is called paradoxical relationship.
This study observes the paradoxical relationship of two conflicting, yet synergistic views. We observe the factors
which enable the organization to either internally cope with the change or adapt to the external environment. After
that, we also observe both factors’ impact on how the organization operates and whether it will maintain the
organization routine or to be agile and change their structure. We then observe the overall impact on performance. In
this research, we observe the change in the financial service industry, which operates under a narrow regulatory
corridor but is required to create service differentiation between companies, and even team members across one
company. This study’s scope will be limited up to the variable operationalization stage. Data collection and results
analysis are required for further stages of analysis.

Keywords: Paradoxical relationship, organization routine, organization agility, team performance,
copability, cope-ability, adaptability, strategy, change.

The first one is whether the aforementioned
organization keeps the business operation in a routine,
or if the organization is flexible enough to adapt to the
environment [4, 5, 6]. The next factor is the determinant

1. INTRODUCTION

In the academic and business environment, we often
find a contrasting view, in which both views are correct

individually but rather irrational when we look at both
views together. The mentioned relationship is defined as
a paradoxical relationship [1]. Paradoxical relationship
addresses pulling tension between two variables that are
synergistic [2]. Opposing views that have paradoxical
relationships commonly result in one bottom line
question, is there any specific equilibrium point between
the two polarizing theories?

This phenomenon can be observed through
companies which have operated for a long time.
According to research done on US-based companies
who were established for more than 100 years, a long-
established institution should not be traditional that
prevents it to move forward, nor too radical that the
organization would go off the track [3]. From this
phenomenon, we can infer that there are two main
opposing forces that enable the organization.

of the change in an organization. One famous study
indicates that a reaction is to cope from the changes
because of internal identities, or to change their identity
to suit themselves with the environmental needs [7].

Various literature states the contrasting view on how
the organization performs. The first stream of literature
indicates that the organization should maintain their
operation on a routine basis in order for the company to
outperform others [8, 9, 10]. On the contrary, a series of
articles also argue that the organization should be agile
and able to react to the environment swiftly. The ability
of an organization to be able to react to the environment
will allow the company to adapt and cope with change,
enabling them to have a sustained competitiveness. In
the stream of organization routine, an organization
should perform their operation in a consistent,
standardized matter to trigger the organization learning
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capability. Although having stability has a positive
impact on the organization, a series of theories points
out that routines lead to a series of disadvantages [11,
12,13, 14, and 9].

The aforementioned paradoxes can be observed
through organizations which were established for a long
period of time, under a narrow corridor of regulations,
but still have some certain differentiation of the goods
provided. One of the best examples of industries that
has all three traits is the financial service industry. In
spite of a series of economic crises and turmoil,
numbers of new institutions, and modernization, several
banks, non-bank financial institutions, and other
institutions are able to survive for more than 100 years.
In spite of the flexibility that financial service industry
players must possess, companies in the industry must
comply with a series of regulations. There are some
cases of institutions that have to change their practice to
align themselves with the regulators. The combination
of innovation in the financial service industry, narrow
regulatory corridor, and new entrants generate pressure
from outside to change but also develop internal
mechanisms to cope with the change. This combination
will affect the organization to decide whether to change
their routine or to be agile. From all this, we are able to
observe the paradoxical relationships from this industry.

In order to fully understand the two paradoxical
relationships and the stronger pulling factor, the author
will collate and observe previous literature that explores
stated phenomena. This study will have three objectives.
We will observe the paradoxical relationship between
copability and adaptability that has a stronger impact on
organization routine. Next is determining the stronger
factor between copability and adaptability that affects
organizational agility. Lastly, we also observe the
paradoxical relationship between organization routine
and organization agility and which factor affects the
performance better. This study is limited to developing a
methodology. Data gathering and analysis will be done
in a future study.

2. LITERATURE REVIEW

2.1. Paradoxical Relationship

In the academic field, we may find some opposing
views that sound logical when we look individually, but
seem irrational when we look at both views altogether.
The relationship is called a paradoxical relationship. In
order for a relationship to be a paradoxical one, it must
follow the highlighted component of paradox: (1) each
of the individual elements is logical individually, but
inconsistent when we look at both elements altogether
and (2) the response of the elements is experienced
simultaneously [1]. In contrast with contingency theory,
paradoxical relationship study is able to observe the

Advances in Economics, Business and Management Research, volume 160

continuous efforts to meet multiple demands of the
stakeholders or continuous series of events [15, 1].

In order to determine which paradoxical model can
be used, we must be aware of the goal of certain
paradoxical models. The model must be able to (1)
create conceptual clarity, (2) describe both inherent and
socially constructed characteristics of the tensions, and
(3) integrate management strategies of acceptance and
resolution [2]. The first alternative is to use static
equilibrium, in which the system is at a steady state
when all components are at rest. The second option is to
use dynamic equilibrium, the condition when the two
opposing elements are moving dynamically. In the
organization term, we can state that the strategy is
dynamic and ever changing, thus we will make the
model through a dynamic equilibrium model. This will
strengthen the finding on research in the previous
literature on dynamic equilibrium models. Not only that,
this will also test the application of dynamic equilibrium
models to capture various organizational phenomena.

2.2. Organizational Routine

In organizational theory, organizational routine is
the repetitive, interdependent, consistent actions that are
carried out with the multiple actors in the organization
[5]. Organization that conducts their activities regularly
with a long period of time performed organization
routine. Most of the time, without the organization’s
knowledge, they will perform a set of recurrent actions
that will then turn into their central action. Performing
the stated action will greatly affect how the organization
performs.

Routine has some positive impact on the
organization. Working on specific work consistently
will trigger the organization to induce organizational
learning [8, 9, 10]. Furthermore, implementing
organization routine will also store the capabilities and
knowledge of the respective organization, improving
their organizational memory [16]. All the stated
information will induce the organization to gain stability
in their organizational matters. Having stability will
provide them ability to retain their internal value, and to
be able to cope with the changes that come from within
[17, 18].

There are some drawbacks of organization routine,
namely inertia [11], inflexibility [19, 20] and
mindlessness [12]. Previous literature indicates that the
excessive organization routine will then make the
organization less flexible and more static. From both
views, we can see there is an indication that there is a
paradoxical relationship, and we have to look at the
routine organization as a whole. We also need to
compare the routine with the agility, which we will
describe in the future subsection. In order to understand
how routine can be a source of inertia and flexibility,
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while is also a source of flexibility and change [5], we
have to understand the aspects of organization routine,
ostensive and performative aspects.

2.3. Organization Agility

Organization agility in definition is the ability of an
organization to respond to the dynamic environment by
changing or utilizing their competence to cope with the
needs of the environment. The definition can be
explored further by focusing on the ability of an
organization to reinvent the corporate strategy in a
dynamic matter, but not straying from the organizational
vision [21]. Furthermore, it also noted that the
organization should also change or adapt its internal
structure to gain an edge on the industry [22]. All the
definition provides a bottom line of the ability for the
organization to change or adapt to the environmental
needs.

To set the borderline between the needs of agility, a
research by [3] conducted on 537 top level managers
from 84 US-based companies which are able to survive
for more than 100 years. From his observation, an
organization needs to have a balance across multiple
aspects in the organization. It should not become so
traditional that it prevents the organization to move
forwards, but not too radical that the organization will
lose track. On the other hand, the organization should be
able to return to the core organization prior to move
forward again.
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period of time, there are two significant processes that
act as the key factor on survival namely adaptability and
copability [7]. Survivability of an organization is often
reflected on how animals and organisms are able to
survive in an environment according to some literature,
namely by [23, 24]. They support the way an
organization behaves.

According to [7], adaptability refers to the
organization’s ability to sense and analyze the internal
and external environment. From the stated environment,
the organization is able to react accordingly to create
balance, or to survive with the change.

On the other hand, copability or cope-ability is the
ability for the organization to conserve its identity and
internally overcome the change. Copability will allow
the organization to react to the change without greatly
changing its internal structure. Copability of the
organization allows work of [23, 24] on organizational
behavior and similarity of organization with cell and
living being. In their research, they state the similarity
on which both of them are autonomous, and the pattern
of the entity is not determined by the external
environment but the internal sSystem’s ability.
Furthermore, it is also mentioned that the structure of
the living system or organization is open to considerable
change, but the form or pattern will remain the same.

3. RESEARCH METHODOLOGY

This study is done by an empirical quantitative
process to team heads on Credit Rating Agency ABC.
We are able to map the research with the Figure 1.
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Figure 1 Research Model

2.4. Copability and Adaptability

From all aspects that literature analyzes on the
groups or observations that are able to survive for a long

199



ATLANTIS

PRESS

3.1. Research Model

The model first takes a look at the organization’s
ability to survive by their adaptability and copability [7].
From the two antecedents, adaptability is then
connected to organizational agility by a process of
coevolutionary adaptation [25]. Adaptation can also
affect the organization through changes of the routine
that can be displayed by the various levels of the
organizations [26]. On the opposite side of the
spectrum, the ability of an organization to cope with the
change and not to change their structure is also
mentioned in the aforementioned articles. Observing
both variables will provide us with clearer results on
which action that should be taken by an organization.

Organizational Routine and Organizational Agility
will be the two main variables that were debated for a
long time. There are numbers of research that shows the
positive effect of the routine [8, 9, 10] and also of the
negative effects [11, 19, 20, 12]. These articles also
show that both variables were pulling and affecting each
other, hinting a two-way relationship between the
variables.

On the agility side, [27] and [25] conducted research
that describes the organizational agility and its
dimension, and how it affects firm performance.
Organizational agility itself can be expanded by various
factors based on Lu and Ramamurthy’s research and
author decided to determine 4 variables for
organizational agility, namely proactiveness [28, 29],
radicalness [29, 30], responsiveness [31, 32], and
adaptiveness [33, 34, 35].

As for the Organizational Routine, it will follow a
study by [36] on routine organization. It will be divided
into ostensive routine and performative routine. For
ostensive routine, it will focus on the Standard
Operation Procedure and Comprehension of the
organizational member. On performative routine, it will
see the ability of the organization to perform continuous
improvement and degree of freedom that the
organization has. This study will finally observe the
impact on the team’s performance.

This research has the following hypotheses:

e H1: There is significant influence of copability on
adaptability

e H2: There is significant influence of adaptability on
copability

e Ha3: There is a significant influence of copability on
organizational agility

e H4: There is a significant influence of adaptability
on organizational agility

o H5: There is a significant influence of copability on
organizational routine
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e H6: There is a significant influence of adaptability
on organizational routine

e H7: There is a significant influence of
organizational routine on organizational agility

e H8: There is a significant influence of
organizational agility on organizational routine

e H9: There is a significant study of organizational
agility on team performance

e H10: There is a significant study of organizational
routine on team performance

We will first conduct descriptive analysis to analyze
the research object and map the respondent based on
characteristics and tendency to answer. After the
descriptive analysis, we will then analyze the model
using structural model analysis using SMART PLS with
three stages of analysis, consisting of Analysis of Outer
Model, Analysis of Inner Model, and Hypothesis
Testing.

3.2. The Research Context

This research will be conducted on Credit Rating
Agency ABC, which operates under a series of
regulations that must be obliged by the organization.
The Credit Rating Agency operated for relatively long
time, spanning for more than 50 years and some of them
even reached 100 years. This enables us to identify if
the organization is still maintaining its internal value.

As for the scope itself, it is suggested that research
on the managerial level with the scope of the analytical
team or task force. The reason to use an analytical team
head is that the Credit Rating Agency operates on a
team basis which has a degree of autonomy between
each individual team. In spite of the tight corridor of
regulation, team heads have the creativity to tackle each
client or issuer using their own approach.

3.3. Variable Operationalization

Variable operationalization can be seen on table 1.
4. RESULTS

4.1. Copability vs Adaptability’s impact on
Organizational Agility

Research done by [3] on 84 US-based companies
indicates that there is a need of the organization to be
agile. The view is also strengthened by the ability of the
firm to be able to reinvent the strategy in a dynamic
matter, but not straying from the organizational vision
[21]. However, the organization should be both able to
change, but also not to change. This results in both
factors that might affect the organization. This research
also hints that the organization should be able to change
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Table 1. Variable Operationalization

Variable Dimension Indicator Reference
Copeability Integration with Organization is able to integrate with internal value (INT1) Motamedi, 1977
internal value
Organization is able to integrate with internal value (INT2) Motamedi, 1977
Boundary Organization is able to conserve its boundary (BOC1) Motamedi, 1977
conservation
Organization is able to conserve its boundary (BOC2) Motamedi, 1977
Adaptability Match with Organization is able to match external pressure (EXT1) Motamedi, 1977
external
Organization is able to match external pressure (EXT2) Motamedi, 1977
Boundary Organization is able to expand its boundary (BOE1) Motamedi, 1977
Expansion
Organization is able to expand its boundary (BOEZ2) Motamedi, 1977
Organizational SOP Organization has manuals to help with the routine problem Baum and Wally

Routine

(SOP1)

(2003)

Personnel must follow formal procedures for non-routine process
(SOP2)

Baum and Wally
(2003)

Personnel can get information without escalating through
channels (SOP3)

Baum and Wally
(2003)

There are no written instruction for doing non-routine task
(SOP4)

Baum and Wally
(2003)

Comprehension

Personnel knows factors which interfere with operations
reliability (COML1)

McGrath (2001)

Personnel know factors which interfere with output quality
(CoOM2)

McGrath (2001)

Personnel knows the major bottlenecks preventing improved
operations (COM3)

McGrath (2001)

Continuous Organization has a regular plan on improving their capacity Peng, et al., (2008)
Improvement (IMP1)
Organization has improved to the business needs (IMP2) Peng, et al., (2008)
Personnel has improved their work as time goes by (IMP3) Peng, et al., (2008)
Degree of Personnel do not have to follow strict procedures (DEF1) Varotto and Laurendo
Freedom (2013)
Personnel is able to work outside routine (DEF2) Varotto and Laurendo
(2013)
Personnel is allowed to do their work differently (DEF3) Varotto and Laurendo
(2013)

Organizational
Agility

Proactiveness

Organization is constantly keep current with new technology
(PRO 1)

Lu and Ramamurthy,
1998

Organization is constantly seek new ways to enhance the
effectiveness of organization (PRO2)

Lu and Ramamurthy,
1998

Radicalness

Organization is able to scale up or scale down the service levels
to support fluctuation in market demand (RAD1)

Lu and Ramamurthy,
1998

Whenever there is a disruption, organization is able to make
necessary alternative arrangements and internal adjustments
(RAD2)

Lu and Ramamurthy,
1998

Responsiveness

Organization is quick to make and implement appropriate
decisions in the face of market change (RES1)

Lu and Ramamurthy,
1998

Organization is quick to make and implement appropriate
decisions in the face of consumer change (RES2)

Lu and Ramamurthy,
1998

Adaptiveness

Organization is constantly look for ways to reinvent/ reengineer
the organization to better serve the marketplace (ADT1)

Lu and Ramamurthy,
1998

Organization is able to capture opportunities clearly (ADT2)

Lu and Ramamurthy,
1998

their internal structure to respond to the external factor
[7]. This might be an indication that external pull has a
significant impact on the overall organization process.

Research by [21] also hints that agility does not mean
that the organization should change its structure but be
able to maintain its internal structure.
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4.2. Copability vs Adaptability’s impact on
Organizational Routine

Routine has some positive impact on the
organization. Working on specific work consistently
will trigger the organization to induce organizational
learning [8, 9, 10]. Furthermore, implementing
organization routine will also store the capabilities and
knowledge of the respective organization, improving
their organizational memory [16]. All the stated
information will induce the organization to gain stability
in their organizational matters. Having stability will
provide them ability to retain their internal value, and to
be able to cope with the changes that come from within
[17, 18]. From this, we see that internal coping
mechanisms will influence the organization to not
respond to external factors [7].

4.3. Organizational Agility and Organizational
Routine impacts toward team performance

The first stream of literature argues that agility has a
positive factor towards team performance. Ability to
change the structure to follow and maintain the edge in
the competition. However, keeping up to the changes
might result in the organization to stray from the
organizational vision [21].

Although the first stream has convincing arguments,
other views argue that organizations should maintain
their operation on a routine basis in order for the
company to outperform others [8, 9, 10]. Organizational
routine will induce the organization to learn from their
process and to improve accordingly. However,
maintaining an organization routine might also lead the
firm or the team to a series of disadvantages, such as
inertia  [11], mindlessness [12], deskilling [13],
demotivation [14], and competency traps [9].

5. DISCUSSION

As mentioned in the first part of the study, we are
able to see that the paradoxical relationship exists within
the discussed variables. First, when we observe how
internal and external factors affect an organization's
operational capability, we can see that copability-
adaptability is affecting both organizational routine and
organizational agility if we put one factor and put others
aside. However, taking both routine and agility
simultaneously, we can see that both factors will
contradict when we are looking at the factor
independently.

Regarding organizational routine or organizational
agility, we can see that the research conducted by [3]
shows that organizations that have been established for
relatively long time need to both maintain their routine
and also be agile at the same time. Taking the factor
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independently, we can see that each factor has both
strength and weakness, but taking both altogether will
offset the flaws. In spite of this, empirical results are
needed on which factor induces better improvement.

6. CONCLUSION

This study focuses on conceptual models that
capture paradoxical relationships between various
factors. First paradox is the change-determining factor
that organizations have to decide, whether to maintain
their internal identity or to follow the external
environmental factor [7]. The next paradox is how the
organization has to operate, whether they have to
maintain  their routine organization to induce
organizational learning [8, 9, 10] or to be able to adapt
to the environment to have the competitive edge [22].
Empirical results are unable to be presented in this study
due to the limitation of this research being a conceptual
research. Therefore, empirical research should be made.
This research can be expanded further by exploring
various other paradoxes in organizations, or to change
the scope into another industry.
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