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Abstract

This study theorizes how management control systems (MCS) operate as paradox-
mediating infrastructures following private equity (PE) entry into a family firm. Drawing on
paradox theory, we explore how organizations engage with competing demands that persist
rather than disappear, such as liquidity and growth. While prior accounting research has
begun to examine the role of control systems in managing competing objectives, we know
relatively little about how broader packages of formal and informal controls operate in hybrid
ownership contexts where tensions are deeply intertwined with identity, affect, and
constrained formal authority.

The paper draws on an in-depth qualitative case study of a family-owned firm that
received a minority investment from a PE fund. The longitudinal analysis traces the evolution
and use of MCS following the investment and examines how these systems shaped
organizational engagement with paradoxical tensions over time. The findings show that MCS
did not function primarily as instruments of alignment or discipline. Instead, they operated as
relational and cognitive infrastructures that made tensions visible, enabled dialogue and
cognitive conflict, and supported sustained engagement with competing demands.
Specifically, we identify interrelated mechanisms through which control practices structured
authority, rendered tensions calculable, institutionalized cognitive conflict, mediated affective
strain, and stabilized paradox engagement over time. Formal governance mechanisms and
accounting practices structured attention and accountability, while informal and relational
controls played a central role in mediating identity-based and affective tensions.

The study contributes to management accounting research by theorizing MCS as
paradox-mediating infrastructures rather than static tools of control. It also extends paradox
theory by showing how paradoxical cognition is materially and socially embedded in
accounting practices and organizational routines. Finally, the findings offer a reframing of PE
governance in family firms, highlighting the importance of relational coordination and
informal controls in contexts where formal authority is limited.

Keywords: management control systems; paradox theory; private equity; hybrid
ownership; governance
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1. Introduction

Organizations increasingly operate in environments characterized by competing
demands that cannot be resolved through simple trade-offs. Pressures for efficiency and
flexibility, stability and change, short-term performance and long-term sustainability coexist
and persist over time (Smith & Tushman, 2005). While such tensions are widely
acknowledged in organizational research, how organizations engage with them in practice —
particularly through accounting and control systems — remains incompletely understood.

Paradox theory has emerged as a powerful lens for examining these dynamics by
conceptualizing tensions as contradictory yet interrelated elements that endure rather than
disappear (Smith & Lewis, 2011). Early work on paradoxes in organizations similarly
emphasizes that such tensions are persistent and generative rather than problems to be
resolved through trade-offs, requiring ongoing engagement rather than linear choice (Lewis,
2000). From this perspective, organizational sustainability depends not on choosing between
competing demands, but on sustaining engagement with them over time. Although this
literature has generated rich insights into paradoxical tensions and managerial cognition, it has
been less explicit about the organizational infrastructures through which paradoxical
engagement is enacted and maintained in everyday practice.

Management control systems (MCS) represent one such infrastructure. Traditionally
examined as tools for monitoring, incentive alignment, and performance evaluation,
accounting and control systems structure attention, shape dialogue, and influence how
organizational actors interpret and respond to competing demands. Recent accounting
research suggests that control systems, particularly when used interactively, can support
organizations in addressing multiple objectives simultaneously by fostering dialogue and
cognitive conflict (Bedford, Bisbe & Sweeney, 2019; Kober & Thambar, 2022). Yet, we still
know relatively little about how broader packages of control, combining formal and informal
mechanisms, operate in contexts where tensions are deeply embedded in identity, ownership,
and relational dynamics.

This gap is especially salient in family firms that receive private equity (PE)
investment. Family firms are characterized by the coexistence of family, ownership, and
business logics, which generate persistent tensions related to tradition and change, control and
autonomy, and liquidity and growth (Schuman, Stutz & Ward, 2011; Zellweger, 2017). The
entry of a PE investor often intensifies these tensions by introducing new actors, performance
expectations, and governance practices grounded in a financial logic oriented toward growth
and value creation (Achleitner, Herman, Lerner & Lutz, 2010; Schickinger, Leitterstorf &
Kammerlander, 2018). At the same time, in minority investment settings, PE investors
typically face constraints on formal authority, limiting their ability to rely on coercive control
and increasing the importance of relational coordination (Achleitner, Schraml & Tappeiner,
2008; Tappeiner, Howorth, Achleitner, & Schraml, 2012).

Existing research on PE and family firms has predominantly approached these
dynamics through agency-based frameworks, emphasizing incentive alignment, monitoring,
and the mitigation of opportunism (Achleitner et al., 2008). While such mechanisms are
undoubtedly relevant, they offer a limited account of how organizations engage with tensions
rooted in identity, affect, and competing temporal orientations. In particular, they underplay
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the role of MCS as relational and cognitive devices through which paradoxical tensions are
made visible, discussed, and sustained over time.

Against this backdrop, this study examines how MCS are mobilized following PE
entry into a family firm and how these systems contribute to the management of paradoxical
tensions. Drawing on an in-depth qualitative case study of a family-owned company that
received a minority investment from a PE fund, the study adopts a paradox perspective to
explore how formal and informal controls evolve and how they shape organizational
engagement with competing demands. Although the case is situated in Brazil, the tensions
observed are not unique to that context but reflect broader challenges faced by hybrid
ownership structures operating under constrained authority.

By theorizing MCS as paradox-mediating infrastructures, this study moves beyond
accounts that emphasize interactive use or performance measurement diversity alone. Instead
of framing control systems as episodic facilitators of dialogue, the analysis identifies the
interrelated mechanisms through which formal governance structures and informal relational
practices jointly render tensions visible, institutionalize cognitive conflict, mediate affective
strain, and stabilize paradox engagement over time. In doing so, the study advances
management accounting research by articulating how broader control packages operate as
enduring organizational infrastructures, rather than isolated tools, in contexts characterized by
constrained authority and competing logics.

The remainder of the paper is structured as follows. Section 2 develops the theoretical
background by integrating paradox theory with research on MCS and governance. Section 3
outlines the research design and methodology. Section 4 presents the empirical findings.
Section 5 discusses the findings in relation to paradox theory and management accounting
research, and Section 6 concludes by outlining contributions, limitations, and directions for
future research.

2. Literature Review
2.1 Paradox theory and persistent organizational tensions

Organizations are routinely confronted with demands that pull in different — and often
opposing — directions. Pressures for efficiency and flexibility, stability and change, short-term
performance and long-term sustainability do not simply replace one another over time.
Instead, they coexist, intensify, and resurface. Paradox theory offers a way of making sense of
such situations by conceptualizing tensions as contradictory yet interrelated elements that
endure rather than disappear (Smith & Lewis, 2011). Earlier foundational work similarly
emphasized that tensions are not anomalies to be eliminated, but persistent and potentially
generative conditions requiring ongoing engagement (Lewis, 2000).

Within this perspective, paradoxes differ from dilemmas. Whereas dilemmas imply a
choice between alternatives, paradoxes cannot be resolved by selecting one pole over the
other without generating new tensions. Attempts to privilege one objective, such as control
over autonomy or efficiency over flexibility, often reinforce the very contradiction they seek
to eliminate. Paradoxes therefore require continuous management rather than episodic
resolution (Lewis, 2000; Smith & Lewis, 2011).

This view challenges linear and contingency-based assumptions that continue to shape
much organizational and accounting research. Contingency perspectives typically assume that
competing demands can be reconciled through appropriate alignment and structural fit.
Paradox theory, by contrast, suggests that long-term organizational viability depends on
sustaining attention to competing demands simultaneously. Organizations must learn to hold
tensions productively rather than suppress them.

Smith and Lewis’s (2011) dynamic equilibrium model articulates this processual logic.
Paradoxes are understood as latent tensions that become salient under conditions of plurality,
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change, and resource constraints. Once salient, organizations may respond defensively by
narrowing attention and privileging one pole. Such responses may stabilize performance
temporarily but often generate cycles of escalation. Alternatively, organizations may adopt
responses grounded in acceptance and iterative engagement, enabling learning and adaptation
over time.

A central concept in this literature is paradoxical cognition. Instead of treating
contradictions as failures of logic, paradoxical thinking involves recognizing and holding
opposing demands simultaneously (Smith & Tushman, 2005). Research suggests that such
thinking enables actors to reframe tensions as mutually enabling rather than mutually
exclusive (Lewis, 2000; Ingram, Lewis, Barton & Gartner, 2016)). Yet paradoxical cognition
does not arise spontaneously. It depends on organizational conditions that make tensions
visible and legitimate their coexistence.

This raises a critical question: through what mechanisms are paradoxes engaged in
practice? The answer to this question shifts attention from paradoxes as abstract tensions to
the organizational arrangements through which they are enacted and sustained.

2.2 From paradoxical cognition to organizational mechanisms

Building on this perspective, scholars increasingly argue that managing paradoxes
requires more than individual cognitive flexibility. It demands organizational arrangements
that support differentiation, articulating distinct and competing priorities — and integration —
connecting them through dialogue and iterative processes (Smith & Tushman, 2005).

Paradox management, in this sense, is neither purely cognitive nor purely structural. It
unfolds through recurring routines, conversations, and decision processes that allow tensions
to be revisited over time (Smith & Lewis, 2011). Organizational mechanisms matter because
they structure how tensions are surfaced, discussed, and stabilized.

This insight is particularly relevant in contexts where multiple logics coexist. Research
on family firms, for example, highlights tensions such as tradition versus change, control
versus autonomy, and liquidity versus growth (Schuman et al., 2011; Zellweger, 2017). These
tensions are not temporary conflicts but constitutive features of organizations shaped by
overlapping family, ownership, and business subsystems. They cannot be resolved by
eliminating one logic in favor of another.

Despite these advances, paradox theory remains relatively abstract regarding the
organizational systems that anchor paradoxical engagement in everyday practice. While
scholars frequently invoke routines, dialogue, and shared frames, less attention has been
devoted to the formal and informal control systems through which such processes are enacted.
This gap opens space for a closer examination of MCS. In particular, greater attention is
needed to the specific mechanisms through which accounting and control practices structure
how tensions become visible, debated, and stabilized over time.

2.3 Management control systems as infrastructures for paradox management

Recent research in management accounting has begun to address how MCS shape
engagement with competing demands. Drawing on cognitive perspectives and prior work on
the interactive use of control systems (Simons, 1995), these studies move beyond viewing
MCS as mere monitoring devices. Instead, they emphasize their role in structuring attention,
framing issues, and enabling strategic dialogue.

Bedford, Bisbe, and Sweeney (2019) show that performance measurement systems
characterized by diversity and balance can foster cognitive conflict when used interactively.
Instead of driving convergence toward a single objective, such systems bring competing
priorities into view and create spaces for debate. Similarly, Kober and Thambar (2022)
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demonstrate how MCS can evolve during crises to support attention to both short-term
survival and long-term renewal.

These studies suggest that MCS may act as infrastructures for paradox management:
they make tensions visible, legitimize competing objectives, and provide arenas in which
actors can engage constructively with contradictions. Yet existing research has primarily
focused on performance measurement systems in relatively stable corporations or crisis
contexts. Less is known about how broader packages of formal and informal controls operate
in ownership settings characterized by identity-based tensions and constrained authority. In
particular, prior studies have not fully specified the mechanisms through which such
infrastructures operate in practice: how formal and informal control elements render tensions
visible, structure interaction, and stabilize engagement with competing demands over time.

2.4 Control packages: beyond alignment and monitoring

A broader understanding of MCS helps clarify their potential role in paradox
management. Merchant and Van der Stede (2012) conceptualize MCS as packages
comprising controls of results, actions, personnel, and culture. This framework highlights that
control is not limited to performance metrics or incentives, but includes socialization
processes, shared values, and relational practices.

Subsequent work has emphasized that control systems shape communication patterns
and strategic attention (Simons, 1995; Bedford et al., 2019). In this view, controls are not
neutral instruments but socially embedded practices that influence how actors interpret
performance and negotiate priorities.

From a paradox perspective, the interaction between formal and informal controls
becomes central. Formal controls (e.g., budgets, targets, governance rules) can support
differentiation by clarifying expectations and responsibilities. Informal and cultural controls
(e.g., trust, dialogue, shared norms) can facilitate integration by enabling actors to engage
across divergent perspectives (Helsen et al., 2017). Paradox management may therefore
depend less on the presence of specific controls and more on how different control elements
interact within a broader configuration.

This insight becomes particularly salient in organizational contexts where authority is
distributed and logics overlap.

2.5 Hybrid ownership contexts: family firms and private equity

Hybrid ownership contexts offer a revealing setting in which to examine these
dynamics. Family firms are shaped by the coexistence of family, ownership, and business
logics, generating persistent tensions between continuity and change, control and autonomy,
and liquidity and growth (Schuman et al., 2011; Zellweger, 2017). These tensions are often
intertwined with identity and socioemotional considerations (Gomez-Mejia et al., 2007),
making them resistant to purely technical solutions.

The entry of PE investors intensifies this plurality. PE introduces performance
expectations, governance practices, and exit horizons oriented toward financial value creation
(Achleitner et al., 2008; Schickinger et al., 2018). In minority investment settings, however,
formal authority remains constrained. While PE investors may influence governance
structures and reporting systems, they often rely on negotiation and relational influence rather
than unilateral control (Van Helvert-Beugels et al., 2020; Bedford & Ditillo, 2022).

This configuration amplifies paradoxical tensions while simultaneously exposing the
limits of formal control. Governance mechanisms and performance metrics may structure
accountability, yet tensions rooted in identity, legacy, and authority require relational
mediation. Informal controls may therefore play a particularly significant role in sustaining
cooperation and enabling engagement with competing logics.
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Although prior research on PE and family firms has emphasized agency-based
explanations focused on monitoring and incentive alignment, such accounts under-theorize
how organizations live with persistent contradictions over time. In particular, they pay limited
attention to how MCS function as relational and cognitive infrastructures rather than merely
disciplinary devices. Yet how such infrastructures emerge and operate in practice remains
insufficiently understood.

2.6 Research gap and positioning of this study

Taken together, existing research establishes that paradoxical tensions are persistent,
that MCS can structure engagement with competing demands, and that hybrid ownership
contexts intensify plurality and constraint. Yet these streams remain insufficiently integrated.

We know relatively little about how broader packages of formal and informal control
mechanisms operate in hybrid ownership contexts where formal authority is limited and
tensions are deeply entwined with identity and affect. In particular, the relational and
cognitive dimensions of MCS remain underexplored in studies of PE investment in family
firms.

By examining how MCS evolve following PE entry and how they are mobilized to
navigate persistent paradoxes, this study seeks to bridge paradox theory and management
accounting research. Specifically, it investigates the mechanisms through which control
infrastructures render tensions visible, structure interaction, mediate affective strain, and
sustain engagement over time, dimensions that remain under-specified in prior accounting
studies of paradox and interactive control.

3. Methodology
3.1 Research design

This study adopts an in-depth qualitative case study to examine how MCS evolve
following PE entry into a family firm and how these systems shape engagement with
persistent paradoxical tensions over time. The research question is inherently processual,
concerned with how control systems are mobilized and how tensions become salient and
negotiated, making a longitudinal case design particularly appropriate (Langley, 1999).

The study is grounded in an interpretive orientation. Management control systems are
not treated as technical instruments with predetermined effects, but as socially embedded
practices whose meaning and influence emerge through interaction (Ahrens & Chapman,
2007). This perspective aligns with accounting research that examines how accounting
practices shape organizational attention, dialogue, and the construction of governable domains
(Hopwood, 1983; Miller & O’Leary, 1987).

A single case was selected for its theoretical relevance rather than representativeness
(Eisenhardt, 1989; Eisenhardt & Graebner, 2007). Minority PE investments create a context in
which competing logics — family continuity and financial acceleration — coexist under
conditions of constrained formal authority. This configuration provides a theoretically
generative setting for examining MCS as relational and cognitive infrastructures rather than
purely disciplinary devices.

The objective of the study is to develop a theoretically informed account of how MCS
shape organizational engagement with paradoxical tensions in a hybrid ownership setting. The
emphasis is therefore on tracing processes and interpreting the mechanisms through which
control practices render tensions visible, structure interaction, and sustain engagement with
competing demands over time, consistent with process-oriented theorizing from case research
(Dubois & Gadde, 2002).
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3.2 Case selection and research context

ALPHA (a pseudonym) is a mid-sized healthcare equipment rental firm controlled by
a founding family that, after a period of sustained growth, sold a minority equity stake to a PE
fund. The transaction marked a significant turning point for the organization. It introduced
more formal governance mechanisms and intensified performance expectations, while
operational authority remained partially embedded within the family. This was reflected in the
appointment of one of the founder’s sons as Chief Executive Officer (CEO), while the
founder himself assumed the role of Chairman of the Board. This hybrid configuration created
a setting in which family and financial logics coexisted, sometimes uneasily, within the same
governance structure.

The case was selected for its theoretical relevance rather than representativeness,
consistent with a theory-building logic of case selection (Eisenhardt, 1989). It offered a
particularly revealing context for examining how MCS evolve under conditions of hybrid
ownership. The coexistence of family and financial orientations created sustained exposure to
competing priorities, while the minority position of the investor limited the possibility of
purely coercive intervention. This meant that influence had to be exercised through
governance arrangements, reporting structures, and ongoing interaction. At the same time, the
period following the transaction was characterized by a progressive reconfiguration of MCS,
making it possible to observe how formal and informal controls were layered and stabilized
over time.

The empirical window spans the period leading up to the transaction, the negotiation
and deal-making process, and the first years following investment. Adopting this longitudinal
perspective allows tensions that were previously absorbed within founder-centered authority
to be traced as they became more visible and structured through new reporting routines and
governance practices. The temporal design therefore supports a processual analysis of how
control practices were introduced, interpreted, and gradually embedded in organizational life
(Langley, 1999).

3.3 Data collection

Data collection combined semi-structured interviews, documentary material, and
direct observation. Fieldwork was conducted by the first author, who had primary
responsibility for access, data collection, and engagement with organizational actors. Both
authors participated in data analysis, interpretation, and theorization.

The primary data source consists of interviews with family owners, non-family
executives, and representatives of the PE investor. Interviewing multiple actor categories
enabled examination of divergent interpretations of the same governance arrangements and
control practices.

Interviews were semi-structured and organized around broad themes, including
governance restructuring, introduction and use of MCS, experiences of organizational
tensions, and evolving interactions between family and investor representatives. This format
allowed respondents to articulate their own understandings while enabling theoretical probing.

Several key actors were interviewed more than once, allowing exploration of evolving
interpretations over time. Interviews were recorded and transcribed verbatim.

Documentary evidence included shareholder agreements, governance documents,
internal reporting packs, and management reports. These artefacts were particularly important
in tracing how accounting devices structured board deliberations and accountability
relationships. In addition, one board meeting was observed, providing insight into the situated
use of accounting information in interaction.
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The combination of interviews, documentation, and observation enabled triangulation
and strengthened the ability to trace mechanisms linking control practices and paradox
engagement.

3.4 Data analysis

Data analysis proceeded through an abductive and iterative engagement with the
empirical material and relevant theoretical constructs (Dubois & Gadde, 2002). Instead of
applying a predefined analytical template, the analysis evolved through sustained movement
between interview transcripts, documentary evidence, and concepts drawn from paradox
theory and management control research. This interpretive movement between empirical
material and theoretical framing reflects a reflexive methodological stance, in which
meanings are understood as emerging through interaction between data, theory, and
researcher interpretation (Alvesson & Skoldberg, 2009).

The process began with close reading and open coding of interviews and internal
documents. This initial stage was primarily descriptive and aimed at understanding how
organizational actors narrated the restructuring of governance and the introduction of new
control practices following the PE investment. Attention was given to how concerns about
authority redistribution, leverage, liquidity, growth, and strategic orientation were expressed
by different actors and at different points in time. The objective at this stage was not to
impose theoretical categories, but to remain attentive to how tensions were experienced and
articulated in the field.

As the analysis developed, the focus shifted from identifying themes to tracing
processes over time (Langley, 1999). Events and practices were examined in temporal
sequence in order to understand how tensions that had previously been absorbed within
founder-centered authority became progressively more visible and structured through formal
governance arenas. The creation of a Board of Directors, the introduction of a standardized
reporting pack, the formalization of investment approval thresholds, and the routinization of
board meetings emerged as significant moments that altered patterns of interaction. These
inflection points appeared to relocate strategic debate from informal, founder-led decision-
making toward more formalized and collective settings, thereby reshaping how competing
priorities were surfaced and negotiated.

A further step in the analysis involved examining how particular control practices
operated in interaction. Over time, recurring patterns in the material became apparent.
Accounting artefacts such as leverage ratios and cash-flow projections did more than provide
information; they made competing priorities calculable and repeatedly comparable. Reporting
routines and approval hierarchies appeared to redistribute authority and stabilize arenas in
which disagreement could be expressed. The interactive use of accounting information often
generated interpretive divergence, making tensions more salient while also creating
opportunities for shared reframing. At the same time, informal dialogue and trust-based
relationships played an important role in absorbing affective strain and preventing escalation
when disagreements intensified. These recurring patterns were interpreted as mechanisms
through which control practices shaped engagement with tensions.

Throughout this process, concepts from paradox theory — including salience,
differentiation, integration, and dynamic equilibrium — were used as sensitizing devices rather
than rigid coding categories. The analysis thus moved gradually from empirical description
toward conceptual abstraction. The aim was not merely to catalogue tensions, but to
understand how accounting practices and governance routines structured sustained
engagement with competing demands over time. In this way, the idea of MCS as paradox-
mediating infrastructures emerged through the interplay between empirical observation and
theoretical reflection.
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3.5 Reflexive positioning and scope

Given the interpretive orientation of the study, engagement with organizational actors
necessarily shaped data production and interpretation. Fieldwork required sustained
interaction with family members, executives, and investor representatives during a period of
governance transition. Attention was therefore paid to how access, interaction, and theoretical
framing influenced interpretation (Alvesson & Skoldberg, 2009).

The study focuses on a single organizational setting in a specific hybrid ownership
configuration. In contrast to seeking representativeness, the aim is to develop processual
insights into how MCS mediate paradoxical tensions under conditions of competing logics
and constrained authority. The analytical emphasis is therefore on theoretical elaboration and
mechanism-building within this context.

4. Findings

This section presents the findings from the in-depth case study of ALPHA, focusing
on how MCS evolved following PE entry and how they were mobilized to engage with
persistent paradoxical tensions. Rather than organizing the findings around predefined
paradox categories, the analysis is structured around the roles that MCS played in mediating
tensions over time. In doing so, the section illustrates how accounting and control practices
operated not simply as monitoring tools, but as relational and cognitive infrastructures
through which competing demands were made visible, negotiated, and sustained.

4.1 From founder-centered control to an emerging control infrastructure

Before the entry of the PE investor, control at ALPHA was highly centralized and
deeply personalized around the founder. Decision-making authority, especially over financial
matters, was concentrated in his hands. Although financial reports existed, namely balance
sheet and income statement prepared by an outsourced accounting team exclusively for tax
compliance purposes, they did not structure strategic debate; rather, oversight was exercised
through direct involvement, personal judgment, and close day-to-day supervision.

Reflecting on this period, the founder described his role in unequivocal terms:

“They [the fund] appointed the Chief Financial Officer (CFO), but I used to handle the
entire financial side of the company myself. Everything was done by me; I didn’t have
managers, | did everything, I was everything (...) I used to live the day-to-day of the
company...”

Control, in this sense, was not embedded in systems but embodied in the founder. His
authority was both operational and symbolic. The same founder went on to describe the sharp
break introduced by the post-deal governance structure, which, among other changes, led to
his departure from the executive management role and his appointment as Chairman of the
Board of Directors:

“...and that’s very different from being a board member. As chair of the board now, I
only see things at the end. They define several things and then bring them to the board
to see whether the board approves or rejects them.”

This contrast between “living the day-to-day” and “seeing things at the end” illustrates
the structural transformation of control. Before the deal, decisions were formulated and
executed within the founder’s immediate sphere of influence. After the deal, decision
formulation and approval became increasingly separated, routed through more formal
governance arenas. As the founder later reflected, the objective was not to relinquish control
entirely but to redefine it: “My sale of the company could not be a sale where I lost control
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(...) it was as if I kept my eyes from outside, watching the company, with someone directly
working with my children in control.”
The governance structure before the deal was minimal. There was not any Board of
Directors or formally established executive structure. The organizational structure consisted
mainly of the founder and his partner in top management. The remaining workforce was
composed largely of assistants and support staff. All authority was concentrated in the
founder, and virtually every decision had to be approved by him. A few years later, when his
son joined the company, some degree of decision-making began to be shared. However,
authority remained highly centralized between the two of them, covering not only strategic
matters but also highly operational issues, as recalled by the CEO:

“There was no robust organizational structure or management layer. Most employees
were either assistants or support staff, with a relatively low technical level and a strong
focus on day-to-day operational activities and task execution. As a result, any and
every decision had to be made by me or my father. For example, if someone said, ‘We
need to buy soap for the bathrooms,’ the response would be, ‘Lucas has to approve
and sign the purchase order’. This was the level of centralization.”

Reporting routines were irregular and operationally oriented. There was no structured
budgeting cycle, no clearly defined investment approval thresholds, and no standardized
reporting pack designed to inform board deliberation.

The redistribution of authority was not merely technical but also emotional. The CFO
recalled the symbolic moment when the founder handed over control of banking access:

“I remember very clearly the day he came to hand over the tokens to me. It was hard
for him, it was painful (...) He even asked the fund, ‘Are we really going to leave the
company’s bank accounts under the responsibility of this young guy? What if he
transfers all the money and disappears?’”

This episode illustrates how formalization involved not only systems and rules, but
also a renegotiation of trust and control.

The entry of the PE fund marked a turning point, but not in the abrupt or coercive
manner often associated with financial investors. Rather than imposing a ready-made system,
the transition unfolded through gradual formalization and learning. An operations manager
described this phase as one of organizational maturation:

“I have evolved in many things — how to organize, how to think long-term, not just
about day-to-day numbers but about one year, two years, five years ahead (...)
organizing things for approvals, mapping processes, creating proper flows to
understand what can and cannot be done.”

The founder’s earlier ambivalence about selling the firm also reveals how authority
was intertwined with identity and succession. As the CEO recalled, at a time when neither he
nor any of his siblings were involved in the company, “he wanted to stop, he said, ‘None of
my children will work here, I worked my whole life like a condemned man, I’ll sell this and
they can do whatever they want.” But when I joined the company, he changed his view:
‘Instead of selling, I can leave this for my son to continue.”” The minority sale thus became a
mechanism not of exit, but of structured continuity.

What unsettled the founder most was not the existence of procedures per se, but the
financial logic introduced by the fund, particularly its emphasis on leverage as a growth
mechanism; as he put it, when he heard that “to grow, you have to take on debt,” he was
troubled because he had previously operated without any debt.

Beyond these subjective accounts, the transformation was codified in formal
governance mechanisms. The shareholder agreement introduced explicit approval rights for
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strategic matters and established qualified quorum requirements for key decisions. Among the
matters subject to formal board approval were expenditures exceeding a predefined financial
threshold, which required the favorable vote of at least four board members, including
representation from both the family and the fund. This requirement formalized approval
hierarchies and shifted strategic investment decisions into board deliberations, reducing
unilateral discretion and institutionalizing collective oversight. This dynamic also gave the
founder greater confidence to delegate decision-making, mitigating his emotional resistance to
doing so. As noted by the CFO:

“We would not take on debt that exceeded the established leverage thresholds, would
not make investments beyond the approved limits, and could not hire employees with
annual compensation above a certain level without Board approval. In this sense, the
decisions that could significantly determine the company’s success or failure
ultimately rested with the Board, which held formal control and decision-making
authority.”

This provision marked a concrete shift from founder-based discretion to
institutionalized decision-making. Investment approval was no longer embedded in personal
authority but structured through formal governance rules.

The transformation of the management control system unfolded progressively between
the before-deal phase (up to 2021), the early post-deal phase (2021-2022), and the
consolidation phase (2022 onward). Drawing on internal documents, shareholder agreements,
and board minutes reviewed during fieldwork, this evolution can be summarized in Table 1.

e Pre-deal: centralized authority; limited formal budgeting; operational financial
reports; informal approval processes.

e Immediate post-deal: implementation of a structured monthly reporting pack;
formalization of annual budgeting; clearer investment approval thresholds;
introduction of a Board of Directors.

e Consolidation phase: increased formalization and frequency of reporting; structured
board agendas; cross-functional management meetings; intensified monitoring of
leverage and cash-flow projections.

Board documentation from 2022 records the introduction of standardized reporting
templates including EBITDA evolution, leverage ratios, working capital indicators, and
rolling cash-flow projections. These templates were initially developed by the CFO. The
formalization of these routines was primarily driven by the internalization of the accounting
function and the creation of an analysis team focused on collecting and consolidating data and
producing reports to support decision-making. Subsequently, these artefacts became recurring
anchors for board-level deliberation. The CFO described how he personally led these changes:

“We focused on building the team and strengthening the accounting function, because
accounting had previously been outsourced. (...) Then I set up the analysis team (...) I
call it an analysis team, but in practice they operate as a controllership or FP&A
function. Today, they model everything. We recruit top-tier graduates (...) and they
work with us on the more strategic side, providing analyses, helping us capture
company data, systematizing it into insights, and supporting decision-making to guide
the business.”

Interview evidence and documentary material converge in suggesting that these
changes were progressive and negotiated rather than imposed. The founder was gradually
trained by the CFO to better understand formal controls and their purposes, as he recalls:
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“I began introducing him to financial and accounting management methodologies,
showing, for example, how I approached cash management. I also started to present
key indicators and explain the logic behind them, saying things like, ‘Look, we are
increasing leverage now, but in six months it will decrease,’ or, ‘In six months, it may

299

not decrease’”.

The emerging control infrastructure did not eliminate informal practices; instead,
formal mechanisms were layered onto an existing relational foundation. Informal dialogue,
trust, and personal influence remained central, but were increasingly embedded within
reporting cycles and governance routines.

In contrast to dominant accounts portraying PE as imposing rapid professionalization
through formal controls, the evolution of MCS at ALPHA unfolded gradually and through
ongoing dialogue (see Table 1). Formal controls were introduced selectively by the CFO
himself, without the direct involvement of the fund representatives, and often framed as
enabling coordination and longer-term planning. At the same time, informal controls
continued to underpin cooperation and stabilize relationships during a period of significant
structural change.

Beyond redistributing authority, the progressive formalization of governance
structures also reshaped how competing priorities were articulated and debated within the
organization. Viewed from a governance perspective, the redistribution of authority
functioned as a structuring mechanism. By separating decision formulation from approval and
relocating strategic discretion to formal governance arenas, the evolving control architecture
altered how tensions could be expressed and negotiated. Control was no longer embodied in
the founder alone; it became embedded in routines and procedures that stabilized arenas for
contestation.

4.2 Making tensions visible through accounting and reporting practices

The progressive formalization described in the previous section did more than
redistribute authority; it altered how tensions were surfaced and debated. As reporting
routines became more structured and recurrent, financial information began to anchor
discussions that previously unfolded informally. Liquidity, leverage, reinvestment, and
growth decisions were no longer implicit preferences ‘largely based on the founder’s personal
judgment’, as noted by the CFO, but explicit objects of calculation and deliberation.

As discussions about dividends, leverage, and reinvestment intensified, two competing
priorities became increasingly difficult to reconcile. On the one hand, preserving liquidity
ensured financial security and continuity. On the other, reinvestment and leverage were
presented as necessary for accelerating growth and capturing new opportunities. This dynamic
is particularly evident in the paradox between family liquidity and business growth. The
founder articulated both ambition and caution when describing the company’s post-deal
trajectory:

“We have a very strong growth perspective for next year, bringing in new business,
growing both vertically and horizontally. [...] This year we closed a deal with a
Chinese manufacturer of hospital medical equipment, a first-line company [...] it is a
well-accepted equipment in the market that gives me [...] double the ROI of the
equipment [ was used to buying.”

Here, growth is framed in terms of measurable returns (ROI), investment
opportunities, and expansion strategies. Yet the same founder also described how the entry of
the fund altered the firm’s financial posture:

“When the fund came to work in my company, I had cash equivalent to one year of
revenue. So, I had no debt and I kept buying equipment without stopping investment.
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The only thing that worried me — and that scared me — was that we had to take on debt
in order to grow. I had never taken on debt to grow, but the fund wanted to accelerate
growth. To achieve that faster growth, we had to incur debt. That frightened me at
first, and I defined a level of indebtedness that I was willing to accept.”

This excerpt captures the core of the liquidity—growth tension. Before the deal, growth
was financed conservatively, supported by accumulated cash reserves. After the deal, growth
became associated with leverage and accelerated expansion. The reporting pack and leverage
indicators made this shift visible and calculable. These indicators were not merely recorded;
they were presented in board meetings, where dividend expectations, leverage capacity, and
investment scenarios were debated in light of projected cash flows.

The founder also reflected on personal sacrifice and reinvestment choices:

“For you to have an idea of what I gave up. Currently, from the company, I receive
monthly only ten percent of what I could withdraw if I had not done the deal with the
fund. [...] I gave up all of that to reinvest in the company’s growth, to have that value
tomorrow. Up until now, I am the company’s largest investor.”

The tension between liquidity and long-term growth was also visible in earlier
strategic decisions. As the CEO recalled, the company received proposals for a full sale at
valuations that “would have secured the lives of several generations,” yet there was increasing
preference for offers that did not involve a one hundred percent exit. Rather than prioritizing
immediate liquidity, the choice to pursue a minority sale reflected a calculative assessment of
future value creation over immediate monetization.

Rather than presenting liquidity and growth as mutually exclusive, these statements
show how accounting numbers — dividends foregone, leverage assumed, ROI calculated, and
valuation multiples considered — structured an ongoing negotiation between present
withdrawal and future value creation.

Financial visibility also extended to operational decisions. The founder described the
company’s search for vertical and horizontal growth opportunities:

“We have several pieces of equipment leased to the city, and we are looking for new
business in the sector, new investments. We are buyers of companies that interest us;
we are in the market looking for firms so that we can grow vertically. We are also
preparing to grow our revenue horizontally, opening new sales and distribution
channels.”

Importantly, tensions did not disappear once formalized. Pressure from the fund for
more aggressive growth and higher leverage later generated renewed impasse, particularly
when concerns arose that excessive indebtedness could compromise long-term financial
health. Financial reporting provided the framework within which disagreement was expressed
and revisited. These recurring discussions did not lead to a definitive resolution. Instead, they
required actors to repeatedly balance short-term withdrawal against long-term expansion in
light of shared financial projections.

This balancing dynamic could be clearly observed in one of the Board meetings. When
facing uncertainty about increasing leverage, the CFO presented updated and reliable data on
ALPHA'’s financial health. Based on this information, after a long discussion, the group
decided to postpone a major project, acknowledging the risks involved. More broadly, the
CFO’s role in discussions on leverage has been characterized by a continuous effort to
technically substantiate his arguments, drawing on robust financial controls, projections, and
performance indicators to make explicit the risks and opportunities associated with different
capital structure scenarios.
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This balancing was further formalized in the dividend policy defined in the
shareholder agreement. As the CFO explained, the quarterly dividend amount was significant
at the individual level but did not materially affect the company’s cash generation, since
“ninety-five percent of our cash is reinvested in the company itself.” In this way, dividend
distribution and reinvestment were made simultaneously visible and calculable within a
shared financial framework.

From this perspective, MCS operated as visibility mechanisms. Cash-flow projections,
leverage ratios, and ROI metrics made the trade-offs between liquidity and growth explicit
and recurrent. Accounting practices did not resolve the paradox; instead, they ensured that it
remained visible, calculable, and repeatedly revisited within structured governance forums.
By rendering liquidity, leverage, and reinvestment simultaneously measurable and
comparable, accounting artefacts transformed previously implicit preferences into explicit
objects of collective deliberation. The visibility generated by reporting routines did not reduce
tension; instead, it institutionalized it within governance processes, ensuring that competing
priorities remained present and subject to ongoing negotiation over time.

4.3 Institutionalizing cognitive conflict through governance routines

As accounting information became more central to organizational discussions, MCS
increasingly operated as platforms for dialogue and cognitive conflict. Board meetings and
executive discussions did not simply “receive” numbers; they became recurring arenas where
actors had to negotiate different interpretations of what performance meant and what the
company should prioritize. The visibility generated by reporting routines thus translated into
structured confrontation. Differences that had previously been absorbed within informal
relationships now surfaced more explicitly, particularly around authority, acceptable risk
levels, and the pace of strategic change.

From the operations manager’s perspective, the implementation of recurring meetings
replaced informal communication formats that had proven unproductive. As he mentioned:

“Everything used to happen in a WhatsApp group, but it was chaotic. I'm a very
anxious person, so I would say something in the group, no one would respond, and I
would start to get nervous. After these meetings began, I actually preferred to leave
the group and rely only on the meetings rather than staying there.”

From the CEO’s perspective, the post-deal period required learning how to handle
disagreement as part of governing, especially because tensions were not only technical but
also emotional. Looking back, he described this as a central challenge of the first months after
the transaction:

“Before the fund entered, because he [the founder] was involved in the day-to-day of
the company alongside me, decision-making was easier. He was here inside the
company and often saw the same things I did. When that stopped happening, when he
moved to occupying only the board, he began to have a more external perspective (...)
and that sometimes affected the family dynamics.”

This account shows how the new governance setting created repeated occasions for
contestation and sensemaking, rather than straightforward alignment. Importantly, the CEO
frames this as a learning process on both sides, he learned how to manage the relationship,
while the founder gradually learned how to inhabit his new governance role:

“Today I’ve learned to deal with it better, but he also understood his role as chair of
the board better and started to trust more in my decisions. In that sense, both of us
were learning... but I would say that in the first twelve, eighteen months it was hard.”
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Within this evolving arrangement, MCS mattered because they provided the routine
settings and shared reference points through which disagreements could be worked through
repeatedly. As the CEO explained, increased managerial autonomy went hand-in-hand with
the development of “controls” internally, especially as the finance function strengthened,
while meeting routines and cultural work became easier to implement once authority was
redistributed:

“When I started to have more autonomy, together with this management team, and
with the CFO joining as well, inside the company we developed these controls... the
controls mainly came from the CFO... But these meeting dynamics, the way of
implementing the culture, that’s something I always had very clear in my head; I just
couldn’t implement it. So, when I had the opportunity, more autonomy, it came
naturally to me.”

While financial indicators provided a shared language, they did not eliminate
divergent interpretations of what those numbers implied for the organization’s future. These
interactions were not purely technical. Disagreements often reflected deeper differences in
values, time horizons, and identity commitments. For instance, family members and PE
representatives sometimes interpreted the same performance indicators through different
lenses, emphasizing either continuity and preservation or acceleration and scaling.

As the CEO admitted, this divergence was not merely implicit but sometimes openly
confrontational:

“I gradually learned how to deal with it. I admit that in the first year I often clashed
with my father; in several decisions I would hit the table and say, ‘We’re not going to
do it this way,’ and there were some... not exactly arguments, but setbacks.”

This divergence was particularly visible in board-level discussions concerning
leverage during a proposed acquisition. The fund favored a more aggressive use of debt as an
instrument for accelerating growth, whereas the CFO and family representatives emphasized
the risks associated with higher leverage in a capital-intensive business. Arriving at a
consensus on the appropriate level of indebtedness required sustained deliberation within
formal governance forums. At these moments, the CFO acts as a kind of “guardian of
balance,” seeking to build a technically grounded and well-considered position that addresses
growth pressures without disregarding the limits and concerns associated with the family
management logic.

Despite the fund’s contractual veto rights over leverage decisions, disagreements did
not escalate into breakdown. As the CFO noted, the debate was not about existential survival
but about whether the company should “grow at a slower rate, with a lower level of risk.” In
practice, the fund often accepted the family’s more conservative stance, illustrating how
structured disagreement could be contained within governance routines rather than
destabilizing cooperation.

The liquidity—growth tension did not disappear once institutionalized. Instead, it
became embedded in financial policy and reporting routines. The CFO described how the
dividend policy was defined contractually in a way that preserved reinvestment capacity:

“Within the investment agreement there was already a defined quarterly dividend
policy, with a fixed amount. At the level of an individual shareholder, it is
representative, but at the level of the company it does not significantly impact cash
flow; ninety-five percent of our cash is reinvested in the company.”

These financial parameters did not eliminate disagreement; they framed it, requiring
actors to justify competing priorities in calculative terms.
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These debates were shaped by accounting artefacts — cash-flow projections, budget
scenarios, and leverage ratios — which created shared reference points even when
interpretations diverged. The active use of performance information, combined with formal
and informal interactions, not only triggered cognitive conflict but required actors to
articulate, justify, and defend competing interpretations within recurrent governance forums,
making previously latent tensions salient.

One indication of the growing importance of these forums can be seen in the
operations director’s experience. Initially, he did not attend Board meetings, believing his
presence was unnecessary. However, about eight months after the fund’s entry, he realized
that many discussions directly affected his area and that the absence of his technical
perspective sometimes led to misaligned decisions. As a result, he began participating in the
meetings to actively contribute to the discussions and support more informed decision-
making.

Rather than suppressing disagreement, the control infrastructure created structured
spaces in which competing interpretations could be articulated and reconciled over time. The
repeated use of accounting information required participants to confront divergent views
rather than avoid them. Over time, this contributed to shared frames that recognized tensions
as enduring features of the organization.

Overall, MCS enabled disagreement without fragmentation. Conflict was not
suppressed; it was formalized and rendered productive. These recurring interactions
functioned as a cognitive conflict mechanism. The interactive use of accounting information
did not eliminate divergent interpretations; rather, it made them legitimate and recurrent
within structured forums of deliberation. By institutionalizing disagreement around shared
accounting artefacts, control practices enabled actors to hold contradictory priorities in view
simultaneously, contributing to the gradual development of shared paradoxical frames. In this
way, cognitive conflict became embedded in governance routines rather than remaining a
source of destabilizing confrontation.

Yet institutionalizing disagreement did not, by itself, guarantee cooperative stability.
The next subsection shows how relational dynamics mediated the affective consequences of
structured conflict and prevented escalation into rupture.

4.4 Relational mediation and the limits of formal control

If reporting routines structured confrontation, they were not sufficient on their own to
sustain cooperation. While formal governance mechanisms and accounting systems made
tensions visible and debatable, they did not resolve the affective and identity-based
dimensions that accompanied the redistribution of authority. Informal and relational controls
became critical in mediating these tensions.

The importance of relational dynamics is evident in how trust evolved over time. As
described by the CEO, the improvement in governance quality was not solely the result of
formal board structures, but also of changes in how actors related to one another:

“Later on, I think this was reflected in the quality of the board. It’s very clear when
you look over time how things have improved. I think for two main reasons. First, my
father started to better understand his role as chair of the board and no longer as
someone involved in the day-to-day. (...) His performance at the board level improved
a lot — what he should look at, the questions he should ask, how he should act. And
also, because the fund became more comfortable with the fact that he was no longer
involved in daily operations.”
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This excerpt highlights that role clarification and relational adaptation were central to
stabilizing governance. The reduction of day-to-day interference did not eliminate tension by
rule; it reduced it through mutual adjustment and growing comfort among actors.

Beyond formal mechanisms, the stabilization of the relationship depended heavily on
specific individuals who operated as relational bridges. The management of tensions was not
sustained primarily through contractual safeguards, but through the mediating role of key
actors, especially the CFO and the CEO, who translated expectations between the family and
the fund. By clarifying intentions, contextualizing financial concerns, and reframing
disagreements, they prevented escalation and preserved cooperative engagement within the
governance structure.

Informal interaction also operated outside formal meetings. As the fieldwork suggests,
trust between the founder and the fund was reinforced through two mechanisms: the
increasing reliability of accounting information and the intensity of interaction among key
actors. Rather than emerging automatically from contractual safeguards, trust developed
gradually through repeated exchanges anchored in shared financial artefacts and ongoing
dialogue. One of the fund’s representatives recalls an episode that illustrates the development
of mutual trust:

“I remember one of the mergers and acquisition (M&A) deals we worked on that was
supposed to go through (...) I used to ride in the car with him, and we talked a lot.
Over time, he developed a certain level of trust. In the end, he even made an informal
comment, saying, ‘I’d like to bring you in to help manage the family businesses.” It
wasn’t something that was actually in my plans, but the fact that he brought it up
shows that a sense of mutual trust had been built. And I think that’s very important.”

In practice, meetings and informal exchanges created conditions in which tensions
could surface and be addressed before escalating into open conflict. These interactions did not
replace formal governance mechanisms; they complemented them. Sensitive issues —
particularly those touching on founder authority, succession dynamics, and acceptable risk
levels — were often discussed relationally before entering formal board deliberations.

The minority position of the fund further increased the importance of relational
controls. The fund’s influence relied not only on formal approval rights but also on
continuous negotiation and persuasion. The capacity to shape strategic direction depended on
presence, dialogue, and credibility rather than coercive authority. This relational orientation
was explicitly recognized by the fund’s representative, who emphasized that PE was “not a
financial game” but “much more behavioral, sociological and anthropological,” suggesting
that calculations were only a small part of his role.

Collectively, these dynamics suggest that paradox management at ALPHA was not
sustained by formal governance mechanisms alone. While reporting packs, approval
thresholds, and board routines structured debate, trust-based interaction enabled actors to
remain engaged despite persistent disagreement.

Relational controls did not eliminate tension; they allowed it to be absorbed. Through
repeated interaction, clarification of roles, and the gradual construction of mutual confidence,
actors developed the capacity to revisit sensitive issues without destabilizing the organization.

In this sense, informal controls stabilized the formal system. Trust, interaction, and
relational adaptation allowed governance mechanisms to function as arenas of engagement
rather than sources of rupture.

Thus, paradox management depended on the interplay between formal and informal
controls. Informal controls therefore operated as mediation mechanisms. While formal
governance made tensions visible and structured debate, trust-based interaction absorbed the
affective strain that accompanied authority redistribution. By stabilizing relationships,
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relational controls prevented escalation and enabled continued engagement with contradiction
rather than defensive retreat.

4.5 Sustaining paradoxical engagement over time

Across successive phases of governance, the combination of formal and informal
controls contributed to a shift in how organizational actors at ALPHA understood and
engaged with tensions. Rather than being framed as problems to be eliminated, tensions were
increasingly treated as enduring features of the organization.

The activation of cognitive conflict favored the identification, confrontation, and
synthesis of different viewpoints, promoting the formation of shared paradoxical frames and
making tensions previously latent more visible.

Management control systems supported this shift by stabilizing expectations while
allowing for reinterpretation and renegotiation. Budgets, reports, and governance routines
created continuity, while their interactive and relational use allowed space for adaptation. In
this sense, MCS helped sustain paradoxical engagement by balancing structure and flexibility.

This process was not linear nor conflict-free. Periods of heightened tension continued
to emerge, particularly around strategic investments and governance boundaries. As the CEO
reflected, the first twelve to eighteen months after the deal were “difficult,” and learning to
inhabit the new governance structure required time and adjustment. However, the evolving
control infrastructure provided mechanisms through which these tensions could be revisited
without escalating into breakdowns in trust or cooperation.

Over the longer trajectory of the firm, the liquidity—growth tension itself illustrates this
stabilization. While growth remained the founder’s strategic priority, increasing profitability
allowed dividend payments to rise significantly, guaranteeing the family a comfortable return
without compromising expansion. Rather than resolving the paradox, the organization learned
to sustain it within a more structured framework.

Instead, MCS helped stabilize engagement with contradiction. By combining
structured accountability with interactive use and relational mediation, they enabled ALPHA
to sustain paradoxical tensions without forcing premature resolution. Over time, the
routinization of reporting cycles, governance forums, and relational practices functioned as a
temporal stabilization mechanism. These recurring structures created continuity while
allowing reinterpretation, enabling tensions to be revisited iteratively rather than resolved
definitively. In this way, MCS sustained dynamic equilibrium in practice.

4.6 Summary of findings

Taken together, the findings demonstrate that MCS at ALPHA operated as more than
instruments of alignment or monitoring. Through their gradual evolution and interactive use,
they functioned as infrastructures that brought tensions into view, enabled structured
disagreement, and sustained engagement with competing demands across time. Formal
controls structured attention and accountability, while informal controls mediated identity-
based and affective dimensions, enabling the organization to navigate paradoxes intensified
by PE entry.

The following section interprets these findings through a paradox perspective and
examines their implications for management accounting research.

5. Discussion

This study examined how MCS are mobilized following PE entry into a family firm
and how these systems contribute to the management of paradoxical tensions. Drawing
explicitly on paradox theory (Smith & Lewis, 2011; Smith & Tushman, 2005) and
management accounting research on control systems, the findings suggest that MCS play a
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more complex role than that assumed in dominant agency-based or contingency-oriented
accounts. Rather than functioning primarily as instruments of alignment or monitoring, MCS
operated as relational and cognitive infrastructures that mediated persistent tensions over
time.

5.1 Management control systems as paradox-mediating infrastructures

A central contribution of this study lies in theorizing MCS as paradox-mediating
infrastructures. Prior management accounting research has shown that performance
measurement systems, particularly when characterized by diversity and balance and used
interactively, can support the management of competing demands by fostering cognitive
conflict and dialogue (Bedford et al., 2019; Kober & Thambar, 2022). While these studies
demonstrate the importance of interactive use in surfacing competing objectives, our findings
show that paradox engagement depends on a broader and temporally layered configuration of
controls that extends beyond performance measurement systems to include governance
structures and informal relational mechanisms. Our findings extend this literature by showing
that paradox management depends not on isolated control practices, but on broader control
packages (Merchant & Van der Stede, 2012) that combine formal governance mechanisms
with informal and relational controls.

Consistent with Smith and Lewis’s (2011) dynamic equilibrium model, the entry of PE
rendered latent tensions salient under conditions of plurality, change, and perceived resource
constraints. Management control systems played a key role in this process by making tensions
visible through accounting reports, budgets, and governance routines. Importantly, these
systems did not resolve tensions by privileging one pole of the paradox. Instead, they
sustained ongoing engagement with contradictory demands, supporting cycles of acceptance
and iterative adjustment rather than defensive responses.

By conceptualizing MCS as infrastructures rather than tools, this study shifts attention
from the technical design of controls to their role in structuring interaction, sensemaking, and
temporal continuity. In this study, infrastructure refers to a durable and layered configuration
of formal and informal control elements that structure interaction across time, rather than to
discrete tools or episodic interventions. Consistent with broader understandings of
infrastructure as relational and embedded in practice (Star & Ruhleder, 1996), this perspective
emphasizes how control elements become taken-for-granted yet consequential arrangements
that shape organizational action. Whereas control package approaches describe the
coexistence of multiple control elements (Merchant & Van der Stede, 2012), the infrastructure
perspective emphasizes how these elements become embedded in governance routines and
interdependent over time, structuring how tensions are recurrently engaged rather than merely
catalogued. Unlike accounts that focus on the interactive use of individual systems, this
perspective highlights how governance mechanisms, reporting routines, approval hierarchies,
and relational practices become embedded in organizational processes, shaping how tensions
are surfaced, negotiated, and stabilized.

Empirically, this infrastructure operated through interrelated mechanisms that
structured authority, rendered tensions visible, institutionalized cognitive conflict, and
stabilized engagement over time. These mechanisms are mutually reinforcing. Visibility alone
may intensify conflict if not accompanied by relational mediation. Similarly, structuring
authority without room for cognitive conflict can result in compliance rather than
engagement. Efforts to stabilize governance, if pursued too rigidly, may suppress tension
instead of enabling it to be productively sustained. It is the interdependence of formal
structuring, calculative visibility, institutionalized cognitive conflict, and relational mediation
that enables paradox engagement to be sustained rather than addressed episodically.
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5.2 From alignment to paradoxical cognition

The findings also contribute directly to paradox theory by clarifying how paradoxical
cognition is enacted in practice. Paradox theory emphasizes the importance of cognitive
frames and processes that allow actors to recognize and hold contradictory demands
simultaneously (Smith & Tushman, 2005). However, prior work has been less explicit about
the organizational mechanisms through which such cognition is supported over time.

Our analysis shows that MCS were central to the development and stabilization of
paradoxical cognition at ALPHA. Through repeated interaction around accounting
information, organizational actors engaged in cognitive conflict that surfaced divergent
interpretations of performance and strategy. These recurrent episodes of structured
disagreement illustrate how cognitive conflict became institutionalized within governance
routines rather than remaining episodic or destabilizing. These interactions fostered shared
paradoxical frames that acknowledged tensions as persistent rather than temporary problems
to be solved.

In line with Smith and Lewis (2011), paradoxical cognition did not eliminate tension
but transformed how it was experienced and managed. Crucially, this cognition was not
located solely within individual actors. Instead, it became embedded in organizational
routines, meetings, and accounting artefacts that structured dialogue and legitimized
competing perspectives. This finding extends paradox theory by demonstrating the material
and social grounding of paradoxical thinking in accounting practices.

5.3 The limits of formal control and the role of informal mechanisms

The study further highlights the limits of formal control mechanisms in managing
tensions rooted in identity and affect, an issue that paradox theory identifies as particularly
salient in contexts characterized by emotional attachment and long-term orientation. While
formal governance mechanisms and accounting systems provided structure and
accountability, they proved insufficient on their own to manage paradoxes associated with
family identity, legacy, and authority.

Informal and relational controls played a decisive role in mediating these tensions.
This finding aligns with prior research highlighting the importance of social and relational
controls in contexts characterized by multiple stakeholders and constrained formal authority,
particularly in family-influenced organizations (Helsen et al., 2017). Consistent with
Merchant and Van der Stede’s (2012) broader conception of control, informal mechanisms
such as trust, dialogue, and ongoing interaction complemented formal systems by providing
the relational foundation necessary for sustained cooperation. Their role was not merely
complementary but constitutive, as relational mediation allowed formal governance
mechanisms to function as arenas of engagement rather than sources of rupture. These
findings resonate with recent calls in management accounting research to pay greater attention
to social and informal controls, particularly in settings where formal authority is constrained
(Bedford & Ditillo, 2022).

From a paradox perspective, informal controls supported integration by enabling
dialogue and mutual understanding, while formal controls supported differentiation by
clarifying expectations and performance dimensions (Smith & Tushman, 2005). The interplay
between these forms of control was critical in sustaining paradoxical engagement over time.

5.4 Reframing private equity governance through a paradox lens

The findings also contribute to the literature on PE governance by challenging
dominant agency-based narratives that conceptualize MCS primarily as mechanisms for
mitigating opportunism through monitoring and incentives. While such functions were
present, they do not fully explain how control systems operated in a minority PE context.
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Prior research similarly suggests that governance in family firms undergoing ownership
transitions often relies on negotiated influence and integrative governance arrangements
rather than hierarchical control alone (Van Helvert-Beugels et al., 2020).

In line with paradox theory’s emphasis on coexistence rather than resolution,
governance at ALPHA relied on relational coordination and negotiated influence rather than
coercive enforcement. Management control systems facilitated this process by providing
shared reference points and structured forums for dialogue across competing logics. In doing
so, they enabled the sustained coexistence of family and financial orientations rather than the
dominance of one logic over the other.

This reframing extends existing governance research by showing how accounting and
control practices contribute to managing the paradoxes inherent in hybrid ownership
arrangements, particularly when formal authority is limited.

5.5 Sustaining dynamic equilibrium over time

Finally, the findings offer empirical support for the dynamic equilibrium model of
paradox management (Smith & Lewis, 2011). Management control systems at ALPHA
supported stability without rigidity by combining structured routines with interactive and
relational use. Budgets, reports, and governance mechanisms created continuity, while their
flexible interpretation allowed for adaptation as conditions evolved. The routinization of
reporting cycles, governance forums, and relational practices functioned as a temporal
stabilization mechanism, providing continuity while enabling reinterpretation and iterative
renegotiation of competing demands.

By enabling repeated cycles of acceptance and engagement, MCS helped prevent
vicious cycles of defensiveness and escalation. Instead, they supported a more constructive
pattern of paradox management in which tensions were continually revisited and renegotiated.
This highlights the role of accounting practices in sustaining dynamic equilibrium over time
and underscores their importance in organizational contexts characterized by enduring
contradiction.

6. Conclusion

This study examined how MCS are mobilized following PE entry into a family firm
and how these systems contribute to the management of paradoxical tensions. Drawing on
paradox theory (Smith & Lewis, 2011; Smith & Tushman, 2005) and management accounting
research on control systems, the findings show that MCS do not operate merely as
instruments of alignment or monitoring. Instead, they function as relational and cognitive
infrastructures that mediate persistent tensions over time, enabling organizational actors to
engage constructively with competing demands rather than resolve them through linear trade-
offs.

By adopting a paradox perspective, the study responds directly to calls to move
beyond contingency-based and agency-driven explanations that dominate both family
business and PE research. Consistent with the dynamic equilibrium model (Smith & Lewis,
2011), the findings illustrate how tensions became salient following PE entry under
conditions of plurality, change, and perceived resource constraints. Rather than triggering
defensive responses aimed at suppressing one pole of the paradox, MCS supported ongoing
cycles of acceptance and engagement. In this sense, control systems helped sustain dynamic
equilibrium by stabilizing attention while allowing for continued reinterpretation and
adjustment. This perspective is consistent with broader calls in the family business literature
to move beyond linear models and embrace paradoxical approaches that recognize the
constitutive interplay between family and business logics (Zellweger, 2017; Ingram et al.,
2016).
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The study contributes to management accounting research in three main ways. First, it
extends prior work on MCS and paradox management (e.g., Bedford et al., 2019; Kober &
Thambar, 2022) by theorizing MCS as paradox-mediating infrastructures. Rather than
focusing on isolated control practices, such as performance measurement systems or
budgeting, the analysis highlights the role of broader control packages (Merchant & Van der
Stede, 2012) comprising formal governance mechanisms and informal, relational controls.
This perspective emphasizes that it is the interaction among controls, rather than their
technical design alone, that enables sustained engagement with paradoxes. More broadly, the
study reframes MCS as institutional infrastructures that shape how organizations live with
contradiction, thereby shifting attention from tool-based explanations toward organizationally
embedded and enduring forms of paradox engagement. In doing so, it redirects the analytical
focus from whether control systems can support paradox to how they make paradox
engagement organizationally durable.

Second, the study advances paradox theory by empirically demonstrating how
paradoxical cognition is enacted and sustained through accounting practices. While prior
research emphasizes the importance of cognitive frames and processes that allow actors to
hold contradictory demands simultaneously (Smith & Tushman, 2005), it remains relatively
silent on the organizational mechanisms that support such cognition in practice. The findings
show that paradoxical thinking at ALPHA was not solely an individual capability but became
embedded in routines, meetings, and accounting artefacts that structured dialogue and
legitimized competing interpretations. Importantly, these interpretations were not purely
strategic but deeply intertwined with identity and authority, particularly in the redefinition of
the founder’s role and the negotiation of family—fund boundaries. This underscores the
material and social grounding of paradox management and highlights the constitutive role of
accounting in shaping organizational sensemaking.

Third, the study offers a reframing of PE governance in hybrid ownership contexts. In
contrast to dominant agency-based accounts that conceptualize control primarily as a means
of mitigating opportunism through monitoring and incentives, the findings show that
governance in a minority PE setting relied heavily on relational coordination and negotiated
influence. Management control systems facilitated this process by providing shared reference
points and structured forums for dialogue across divergent logics. Crucially, this facilitation
depended not only on formal approval rights and reporting structures, but also on informal,
trust-based interactions that enabled tensions to be revisited without escalating into rupture. In
doing so, they enabled the coexistence of family and financial orientations over time, rather
than the dominance of one over the other. Although grounded in a Brazilian setting, the
analysis speaks to governance configurations beyond this context, where formal authority is
constrained and relational coordination becomes central.

As with all qualitative case studies, this research has limitations. The findings are
based on a single organization operating in a specific institutional and sectoral context, which
limits statistical generalization. In addition, parts of the analysis rely on retrospective
accounts, which may reflect post hoc sensemaking. These limitations are mitigated through
triangulation of data sources, multiple perspectives, and a longitudinal reconstruction of
events, but they nevertheless suggest caution in extending the findings beyond similar
contexts.

These limitations also point to promising avenues for future research. Comparative
studies across different ownership configurations, such as majority PE investments, later-
stage exits, or publicly listed family firms, could deepen understanding of how varying
degrees of formal authority shape the paradox-mediating role of MCS. Future research could
also explore how power asymmetries, conflict, and resistance interact with control
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infrastructures, or examine how paradox engagement evolves across different phases of the
PE investment cycle.
Overall, this study highlights the importance of viewing MCS not simply as technical
tools, but as socially embedded practices that shape how organizations live with contradiction.
In contexts characterized by hybrid ownership and competing logics, the capacity to sustain
paradoxical engagement appears less dependent on resolving tensions than on building control
infrastructures that allow tensions to be productively held over time.
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Table 1. Evolution of Management Control Systems and Paradox Engagement at ALPHA

Before Deal Early Post-Deal Consolidation Phase
Dimension (Founder-Centered (Progressive (Routinized Governance
Control) Formalization) and Stabilized Engagement)
Founder-dominant Introduction of Board of

. . Regularized board routines;
governance; no Board in  Directors; structured g ?

Governance L . governance mechanisms
place; decisions embedded agendas; clearer separation . Lo
Structure . \ embedded in organizational
in founder’s day-to-day ~ between management and .
practice
control board approval
Decision Founder discretion over ~ Shareholder agreement
. ) ) Approval processes
Rights and every investments and introduces formal approval .
. .. . . . routinized through board and
Approval financial decisions hierarchies and investment
. . . . formal governance structures
Hierarchies (operational and strategic) thresholds
tional fi ial . .
Opera tonal financia Implementation of Increased formalization and
summaries performed by e
. . structured monthly frequency of reporting;
Reporting outsourced accounting . . o
. o . reporting pack (EBITDA, financial monitoring
Practices team; limited strategic . . )
. . leverage, working capital, embedded in governance
discussion; no structured . .
. cash flow) discussions
reporting pack
Budgeting stabilized; longer
Budgeting and Informal projections; Formal annual budgeting  planning horizon
Planning short-term orientation process introduced incorporated into decision-
making
. C F ional i
. . Founder direct control Gradual redistribution of unctional sep gratlon .
Financial : . ) between operational financial
. over financial management financial authority to CFO,;
Authority . . . . management and board
(including banking access) clearer role definition ;
oversight
Informal and  Personal trust; direct Continued relational Informal controls layered
Relational supervision; control dialogue alongside formal onto formal governance; trust
Controls embodied in founder mechanisms sustains cooperation
Formal and informal controls
o Tensions absorbed within R.epo.mng routines increase J(?lr.ltly render tensions
Visibility of R visibility of liquidity vs. visible, structure their
. founder authority; limited . . .
Tensions . . growth and governance articulation, and sustain
formal articulation . .
tensions ongoing engagement over
time
Founder-embodied Emerging visibility and Institutionalized cognitive
Mechanism control; tensions largely  structuring of tensions conflict and relational
Emphasis absorbed rather than through formal governance mediation sustain paradoxical
articulated mechanisms engagement over time
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