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Abstract

Authors: Ebba Carlsson and Clara Gronberg

Supervisor: Berit Hartmann

Title: Sustainability integration in the pharmaceutical industry - A case study of the

Management Control from a managerial perspective

Background and Problem Discussion: The importance of sustainability has increased and
requires proper MCS to be able to implement sustainability strategies. Simons’ levers of
control is a MCS framework that has been used to understand sustainability in organizations.
The framework has been argued to be inadequate on its own when it comes to understanding
the relation between MCS and sustainability. Thus, the framework requires different
integration dimensions to understand the type of sustainability integration within the MCSs.
Sustainability integration in practice has shown to be a struggle due to complexities. Thus, to
manage this issue, an employee and management perspective is demanded in research.
Another field of research, in which a managerial perspective is lacking, is the literature on the
pharmaceutical industry. The environmental exploitation is large within the pharmaceutical
industry, where carbon emissions are larger than within the automotive industry. Thus, the
industry requires larger sustainability knowledge.

Purpose: The purpose of the study is to deepen the knowledge on sustainability integration in
MCS in the pharmaceutical industry from a managerial perspective, to enhance the
understanding of the complexities inherent by focusing on processes and practices existing in
this type of integration.

Delimitations: The study is focused on environmental sustainability, which is one of three
areas within sustainability. The study is narrowed to a manufacturing function within a case
company in the pharmaceutical industry, which is operating in Sweden.

Methodology: The study was conducted through a qualitative approach. Eight interviews,
with different respondents in different managerial positions, were conducted in order to
capture a holistic view of the sustainability integration from a perspective of individual
employees.

Discussion and Conclusion: All the four levers could be detected. The belief system in the
organization is strong and lays a solid platform for the other control systems. The boundary
system is also strong, while the interactive and diagnostic levers are used as layers and are
poorly integrated. The integration dimensions are affected by these results. A managerial
position, the Sustainability Manager, is found to be strongly connected to a successful
organizational integration in the belief system. Importantly, three large challenges are
identified, hindering further sustainability integration into the MCS.

Further research: The influence of liquid assets in an organization where financing of
sustainability is more restricted. Studies on social sustainability within the pharmaceutical
industry. Lastly, studies on sustainability goals connected to the whole supply chain, as well
as the other identified challenges, and how and to what extent they affect the MCS.

Keywords: Sustainability, Management Control, Sustainability Integration, Values, Top
Management Team, Interaction, Decision Making, Collaboration, Pharmaceutical Industry,
Levers of Control
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1. Introduction

This chapter introduces the area of the thesis and previous research on sustainability
integration in MCS. Then, the purpose and research questions are presented. Lastly,

important delimitations are addressed.

1.1 Background

Sustainability has become a large focus in organizations in recent years (Malik et al., 2020),
thus, economic aspects are no longer the only prioritized parts of businesses. Accordingly,
sustainability is a main part of strategic concerns (Quinn et al., 2014). In the context of an
organization, the definition of sustainability is “Being farsighted and planning ahead [...] the
ability of companies to do business in ways that minimize social and environmental harm,
while maximizing business opportunities” (Nidumolu et al., 2015, p. 2). Bombiak and
Marciniuk-Kluska (2018) mention that environmental aspects of sustainability are important
to create stakeholder value but also to be sustainable as a company. When the authors
describe the type of sustainable development that is important in organizations, they
empathize that the three aspects of environmental, social and economic development are all
important for businesses. Although all aspects are important, there could exist a complexity

in satisfying these in practice (Hahn et al., 2010).

A combination of sustainability, in terms of environmental focus, and management control
systems (further called MCS) has been found to create a balance where financial aspects and
environmental aspects can be considered at the same time through environmental MCS
(Guenther et al., 2016). The MCS is thus important in order to implement sustainability
strategies (Roos & Guenther, 2020). Traditionally, MCSs are developed to align the
organizational and behavioral constructions with the economic goals of the organization, to
benefit the economic performance (Gond et al., 2012; Kober et al., 2003). However, further
developments have indicated that a hybrid of financial and non-financial measurement are
evenly essential for strategic and economic success (Bhimani & Langefiels-Smith, 2007).
The comprehensive framework, Simons’ levers of control (further called LoC), describing

four levers in formal management control have in several studies been applied to understand



sustainability in organizations (Arjalies & Mundy, 2013; Beusch et al., 2021; Rodrigue et al.,
2013; Gond et al., 2012). Formal control mechanisms, hence, information-based processes
and practices, have an important role in elucidating uncertainties and risks, minimize threats
and embrace opportunities derived from internal dynamics and competencies (Simons et al.,

2000; Simons, 2006).

Digging further into the LoC framework, research has also shown that the levers is a useful
tool to handle risks, for example new regulations (Arjalies & Mundy, 2013). The interactive
lever, which is connected to communication, has been used to create collaboration that
facilitate the holistic integration of strategies (Arjalies & Mundy, 2013). Beusch et al., (2021)
strengthen this by arguing that communication, through interactive lever, between different
management levels and functions in the organization is eminent to facilitate sustainability
integration. Beusch et al., (2021) further underline that when sustainability values are
formalized into a code of conduct, or into organizational boundaries, they become part of the
belief system, hence formal MCS. However, many firms seem to be lacking the diagnostic
lever in the control to achieve sustainability goals, which includes budgets and measures
(Arjalies & Mundy, 2013). Thus, it can be assumed that budgets could be less relevant for
sustainability strategies than for ordinary business strategies (Arjalies & Mundy, 2013).
Though, it is worth mentioning that some companies use the diagnostic lever to correct and

ensure its strategic pathway (Arjalies & Mundy, 2013; Rodrigue et al., 2013).

Although Arjalies and Mundy (2013) provide examples of how sustainability can be
expressed through the LoC, Beusch et al., (2021) mentions that the sustainability focused
MCS are not enough to secure successful sustainability integration. Gond et al., (2012) argues
that the control systems connected to sustainability need to be integrated into the overall
business operations to enable this, and to avoid failure. This means that the organization
needs to avoid decoupling of sustainability (Gond et al., 2012). Gond et al., (2012) states that,
in order to achieve this, the relation between MCS and sustainability control systems (SCS)
need to be defined and understood. The study of Gond et al., (2012), which builds on the LoC
framework, proposes three types of integration dimensions which have the ability to hamper
or facilitate sustainability integration. Thus, this thesis will dig into the field of sustainability
integration into MCS, and will build on LoC framework and described integration

dimensions.



1.2 Problem Discussion

Although Gond et al., (2012) emphasizes the importance of sustainability integration and
avoidance of sustainability decoupling, it is evident in several recent studies that
organizations struggle with this integration into strategy and operations (Gond et al., 2012;
Engert et al., 2016; Battaglia et al., 2016; Lisi, 2015; Lueg and Radlach, 2016). Though,
Gond et al., (2012) empathize that MCS 1is central to push organizations to integrate
sustainability into processes and practices. To some researchers, the complexity in integrating
sustainability into the MCS stems from the difficulties in practice in measuring sustainability
impacts, the conflict of financial, social and environmental objectives and poor
communication, and thus, a culture not encouraging sustainability (Hart and Milstein, 2003;

Epstein et al., 2010; Porter and Kramer, 2011, Slack et al., 2015; Profitlich et al., 2021).

For instance, Slack et al. (2015) investigated the connection between MCS design and
sustainability on an individual level in an organization. The findings revealed that some
employees were poorly engaged in the CSR focus. Thus, the authors concluded that this lack
of engagement could be explained by “poor communication, a perceived weak and low
visibility of CSR culture, and lack of strategic alignment of CSR to business and personal
objectives” (Slack et al., 2015, p.537). Slack et al., (2015) calls for future research in
organizations on their MCS design and integration of sustainability from an employees and
management perspective. Ghosh et al., (2019) further underline the importance of future
studies to include employee and managerial perspectives, rather than only the perspective of
the whole organization. Simultaneously, from the managerial perspective, the role as a
Sustainability Manager (further called SM) becomes more distinguished as a consequence of
organizations prioritizing sustainability (Borglund et al., 2021). Hence, the role of the SM is

considered as an eminent managerial perspective to capture.

An industry that lacks a managerial literature perspective in MCS is the pharmaceutical
industry (Milanesi et al., 2020). Simultaneously, the pharmaceutical industry has not been
given that much recognition when it comes to sustainability, although the industry generates
more carbon emissions than the automotive industry (Milanesi et al., 2020; Belkhir et al.,
2019). The industry’s production exploits large amounts of water, energy and material
(Chaturvedi et al., 2017). Leonard and Schneider (2004) argue that pharmaceutical
organizations that manage to integrate sustainability issues will benefit from increased value,

and Chaturvedi et al, (2017) underline the importance of a holistic integration of



sustainability into the strategy of businesses within this industry. Chaturvedi et al., (2017)
concludes in their article that “Achieving sustainability in pharmaceutical manufacturing
requires a holistic approach throughout the entire product life cycle.” (Chaturvedi et al., 2017,
p. 1367). Milanesi et al., (2020) concludes in their literature review that most of the focus
within environmental sustainability in the pharmaceutical industry has been on “cleaner
production, green supply chain, green materials, and sustainable HRM” (Milanesi et al.,
2020, p. 9). Milanesi et al., (2020) underlines that further knowledge from researchers within
the industry is decisive for the quality of future lives. Therefore, it is argued that the industry

is highly relevant to investigate further within the chosen area.

Nevertheless, there is an urge for research on sustainability integration into the MCS with
practical perspectives on the level of managers and employees (Gond et al., 2012; Slack et
al., 2015; Ghosh et al., 2019). Simultaneously, recent research calls for studies on the
pharmaceutical industry, because of its heavy emissions, its impact on quality of life and
since research lacks perspective from managerial literature (Milanesi et al., 2020; Belkhir et
al., 2019). In particular, research is needed on the integration of sustainability into the
business, since this is argued to benefit the organization (Chaturvedi et al., 2017). Thus,
investigating the sustainability integration in the MCS in a specific organization within the

pharmaceutical industry from a managerial perspective, becomes eminent.

1.3 Purpose & Research Question

The purpose of this study is to deepen the knowledge on sustainability integration in MCS in
the pharmaceutical industry from a managerial perspective, to enhance the understanding of
the inherent complexities by focusing on processes and practices existing in this type of
integration. Complexities could be different types of obstacles to sustainability integration.
However, researchers (Ferreira et al., 2010; Gond et al., 2012; Henri and Journeaut, 2010;
Perez et al., 2007; Crutzen et al., 2017) are highlighting that more research within MCS and
sustainability is needed, since only a few studies have targeted this area. Thus, with the aim
to be able to describe the complexities and, hopefully, bring a sense of lucidity to the field of
sustainability integration in MCS in a practical and managerial context, the following

question will be answered:



- How is sustainability present within the different levers of control and how is this
integrated through the integration dimensions? And what challenges could obstruct

the sustainability integration into MCS?

In order to achieve the purpose and answer the research question of this thesis, a qualitative
case study will be conducted, through interviews with different employees in various

managerial roles in one pharmaceutical company.

1.4 Delimitations

The study involves a few delimitations, important to highlight to enhance the understanding
for the reader. Hence, this study is primarily focused on the environmental aspects in
sustainability. Thus, when sustainability is mentioned, environmental sustainability is
addressed. It was considered vital to narrow the study as much as possible, therefore it was
pertinent to focus on only one aspect of sustainability. However, one has to bear in mind that
all three sustainability aspects catch a holistic perspective, where these three, environmental,
social and economic, are interrelated and interdependent. Since this study aims to include
employees’ perceptions of sustainability, the focus of the study will naturally become more
based on day-to-day processes and practices. This generates the ability to understand how
well sustainability is integrated internally, rather than how well it is reported and represented
externally. Further, the study was executed in an organization operating worldwide in the
pharmaceutical industry. In order to narrow the scope in this global organization, it was
considered decisive to concentrate the study to a specific part of the targeted case-company,
thus, making the study feasible. It was decided to narrow the study to the manufacturing
function of the organization. Here, a locally located function currently working on projects to
make the manufacturing more sustainable was suitable to study. This function would mirror
how the firm is integrating sustainability in the firm practically. Further, the case company is
operating worldwide, though this study is limited to a specific function in Sweden,
representing only a part of the organization. Thus, one has to bear in mind that the study can

impossibly capture all dimensions of the MCS in the organization.



2. Frame of reference

This chapter is firstly describing previous research on sustainability integration in general,
then sustainability integration in the MCS and LoC. Then, dimensions of integration are

described. Lastly, the analysis model merging LoC and Integration Dimensions is presented.

2.1 Previous Research on Sustainability Integration

Previous studies show that firms identify the potential of profitability and competitive
advantage if integrating sustainability into the business (Porter & Kramer, 2011). Recent
research has been done within the area of management control in combination on how to
integrate sustainability. Beusch et al., (2021), Sharma and Jaiswal (2018), and Joseph et al.,
(2018) show that managers who approach sustainability in different cases, have the ability to
avoid the marginalization of sustainability through dialogue between different levels of
management. Thus, according to these findings, managers in different positions within a firm

play a vital role for the sustainability integration.

Nidumolu et al., (2015) claim that there is an increased importance of economic decision
makers in business strategy, to ensure performance. Simultaneously, corporations’ increasing
sustainability focus on the strategic agenda is evident. According to Nidumolu et al., (2015),
sustainable investments and sustainable work have the ability to reduce costs in the
short-term perspective, and build a strong foundation for growth in the future. Thus, it could
be argued that there exists economic incentives to leverage sustainability, to further enhance
the firm's performance (Nidumolu et al., 2015). Henry et al., (2019) investigated how the
Triple Bottom Line (TBL) performance was affected by the compositions of decision makers
higher in the hierarchy of a firm. The authors found that the inclusion of an SM higher in the
hierarchy, would improve TBL performance. Interestingly, other researchers such as
Wiengarten et al., (2017) have also found a positive relationship between the role of an SM
and financial performance. Thus, these findings of Henry et al., (2019), Nidumolu et al.,
(2015) and Wiengarten et al., (2017) strengthen that there are economic benefits of investing

in sustainability, and that composition of decision makers matters, thus inclusion of a SM.



When digging further into previous research on the role of the SM, it appears that there exists
a divergence of the necessity of the role regarding sustainability integration in the firm.
Strand (2014) argues that the removal of the role could signify a successful integration of
sustainability in the firm, thus when this state is reached no such role is needed. Nevertheless,
the more integrated sustainability gets into the firm, the more diminishing importance such a
role might have (Bondy et al., 2012). In contrast Borglund et al., (2021) argues that this kind
of statement lacks relevance, thus the role gets more complex in tandem with growing
complexity in sustainability strategies. New sustainability issues are emerging over time, thus
implicating new responsibilities, making the SM highly relevant in the firm (Risi & Wickert,
2017). While researchers argue that there are great economic benefits of investing in
sustainability, Profitlich et al., (2021) stress the difficulties of measurability in sustainability
investments. Thus, this could hinder successful implementation and undermine the certainty
of the outcome. Profitlich et al., (2021) further claim that investments in sustainability are

often characterized by a time lag in outcome, which naturally makes it more volatile.

2.2 Sustainability integration through MCS

Previous research has tried to find ways in which sustainability can be integrated into
business practices through MCS. However, Crutzen and Herzig (2013) underline that the
understanding of how sustainability can be reinforced through the use of MCS is

under-researched.

2.2.1 Management Control & Levers of Control

To briefly explain the MCS concept, MCSs is a combination of management tools used by
organizations to control and steer employees’ actions in order to create a way of working that
will contribute to the achievement of organizational goals (Abernethy & Chua, 1996;
Flamholtz et al., 1985; Malmi & Brown, 2008). Abernethy and Chua (1996) underline that
the creation of the combined management controls will depend on the organizational strategy.
Flamholtz et al., (1985) exemplify control systems through examples such as “plans,
measurement, supervision, evaluation and feedback™ (Flamholtz et al., 1985, p. 37) while
Malmi and Brown (2008) also mention budgets and scorecards. To highlight the focus on
sustainability in management control, and to be able to describe how sustainability strategies
are supported and managed, the concept of sustainability control systems (SCS) is often used
(Beusch et al., 2021), (where SCS is only a name for the concept, and is not its own control

system). The MCS tools that are the most appropriate when it comes to complex or uncertain



contexts are LoC and Balanced Scorecard (BSC), as these facilitate the understanding of
complex circumstances (Chenhall & Moers, 2015). These controls are beneficial when other
aspects other than financial aspects need to be considered and managed (Chenhall & Moers,
2015). In a study made by Arjalies and Mundy (2013), the authors investigated 40 listed
companies in France in order to understand how CSR strategies are managed from a LoC
perspective. The study has received positive feedback since it “consider[s] a comprehensive
set of controls” (Lueg & Radlach, 2016, p.166) which is something that many studies within
MCS and sustainability have overlooked (Lueg & Radlach, 2016). Thus, the LoC framework
is useful in order to capture a holistic view in a complex context. This is especially useful in
the pharmaceutical industry where the context of sustainability is complex, which requires
the framework to comprehend several different factors. Additionally, the case company
investigated (described further in the method chapter) is a large firm operating worldwide.
This is a factor increasing the complexity, since it includes a large number of people

controlled and managed to reach common goals of the firm.

The LoC can be described as a “framework [that] represents a strategic management tool and
a theoretical framework for understanding relationships between strategy and control”
(Martyn et al.,, 2016, p. 282). The LoC framework captures four different types of
management control, however all of these are considered as formal control and formal
processes (Simons, 1994). These are called boundaries, diagnostic, interactive and belief
systems (Simons, 1994), and are all needed in every organization (Martyn et al., 2016).
Boundary systems are used to create restrictions for employees and are based on the
identification of risks, while diagnostic systems are used for measurement, monitoring and
evaluation (Simons 1995a). Belief systems are the values that are formally accentuated in an
organization (Simons 1995a; Martyn et al., 2016), and the interactive system is a feedback
system used to create involvement and engagement while recognizing uncertainties and
opportunities (Simons et al., 2000; Martyn et al., 2016). The LoC will further be described
from a sustainability perspective, since they have been argued to be applicable in

sustainability context in previous research.

2.2.2 Levers of Control from a sustainability perspective
Belief systems

In the study by Arjalies and Mundy (2013), the authors provided an explanation of how the

four different LoC can be used and viewed from a sustainability (CSR) perspective. Firstly,



Arjalies and Mundy (2013) explain that the belief system often is expressed through the
inclusion of long term objectives into organizational values to achieve sustainable goals, and
underline the importance of the belief system in creating a base for the other three levers.
Beliefs often appear through a code of conduct or other formalized sustainability values

(Arjalies & Mundy, 2013; Rodrigue et al., 2013).

Beusch et al., (2021) argues in their study that firms claiming to have a strong sustainability
focus seldom formalize sustainability values into their formal belief control systems which
could create obstacles to the understanding and integration of sustainability. According to
Beusch et al., (2021, p. 1) “a committed CEO and strategic-level management can avoid
marginalizing sustainability by communicating their beliefs about it through intensive
dialogues across management levels”. Thus, to formalize the control of sustainability, Beusch
et al., (2021) argue that integrating it into the belief system is a robust tool for integrating

sustainability in the firm.

Boundary systems

Secondly, the boundary system is, as mentioned above, based on risks and communication of
restrictions (Simons, 1995a). Examples of boundary systems are audits on environmental
operations to accentuate the importance of these activities, but also costs that could occur
when environmental pressures are not identified and acted upon (Arjalies & Mundy, 2013;
Schaltegger and Burritt, 2010). Another example is activities used to lower the use of carbon
dioxide, or the identification of organizational actions that could harm the environment
(Beusch et al., 2021). Arjalies and Mundy (2013) also mention regulation but underline that
this is not enough to create the desired behaviors. Other risks need to be taken into

consideration as well.

Interactive control systems

Thirdly, with interactive control systems, it is possible to create communication between
different levels and groups within the organization (Arjalies & Mundy, 2013, Tessier & Otley,
2012; Bisbe et al., 2007). The interactive control does not have to be its own system. Instead,
the interactive approach can be applied to all of the other levers in order to encourage
discussion and identify opportunities and risks (Arjalies & Mundy, 2013). The interactive use
of controls is connected to how interactively other controls are managed, for example through

discussions and debate (Tessier & Otley, 2012; Beusch et al., 2021).



Diagnostic control systems

Lastly, Arjalies and Mundy (2013) describe that diagnostic systems seem to be used to a
smaller extent when it comes to sustainability control in comparison to ordinary management
control practices. However, diagnostic control systems are often expressed through a larger
focus on long term diagnostic control and also a larger focus on non-financial measurements
(Arjalies & Mundy, 2013). To manage sustainable aspects through diagnostic control,
companies could also benchmark themselves against competitors (Arjalies & Mundy, 2013)
or use sustainability KPIs (Arjalies & Mundy, 2013; Rodrigue et al., 2013). Measures such as
KPIs are useful to measure to what extent regulation is conformed to (Arjalies & Mundy,
2013). Gond et al. (2012) underline the importance of diagnostic control systems in the
sustainable control systems. He argues that sustainable objectives tend to be ignored if they
are not measurable. The same issue can be seen when it comes to compensation schemes
when there is a conflict between sustainability and financial aspects (Arjalies & Mundy,

2013).

2.2.3 Balance between levers

For goals to be met and strategic innovation to be achieved, the four levers of control need to
be balanced (Simons 1995a; Kruis et al., 2016). Interactive and belief controls, empowering
control, should be balanced with boundaries and diagnostic, controlling control, to reach an
equilibrium in the MCS (Simons, 1994; 1995b). Henri (2006) and Kober et al. (2003) explain
that this could mean that all of the four systems need to be managed in a manner in which
diagnostic and interactive forces are applied to, and balanced, over the other two levers.
Simons (1995b) underlines that the same control tool can be used in an interactive manner in
one company and in a diagnostic manner in another. However, all of the levers need to be
properly used and balanced (Martyn et al., 2016; Widener, 2007). Thus, previous research has

described and reflected upon the concept of balance in different ways.

2.2.4 Learning in LoC

The diagnostic system can be used to create single-loop learning (Henri, 2006). Single-loop
learning means that employees learn by themselves through the identification and adjustment

of errors, and originates from the presence of obstacles (Dhananjaya et al., 2013).

Simons (1995b) argues that the interactive control system is crucial for organizational

learning through bottom-up experimentation connected to strategic uncertainties. Hence, the

10



interactive system could enable the emergence and development of new strategies and
implementation of intended strategies. Simons (1995b) mentions that a challenge within
strategy work is to make employees educated enough to understand the desired strategy.
Thus, he argues that this can be done through interactive discussion and through diagnostic
formal plans. Thus, the interactive system can be used to create double-loop learning (Henri,
2006). The double-loop learning enhances and enables creativity and new thinking (Henri,
2006), enchanted discussion and makes people question the basis for implemented strategies
(Simons, 1995b). Double-loop learning occurs at a higher level than single-loop learning, and
originates from the questioning of existing processes and assumptions. Double-loop learning
is a driver for cultural change (Dhananjaya et al., 2013). However, Simons (1995b) highlights

that the process needs to be controlled simultaneously.

2.3 Dimensions of Integration

As mentioned in the background of this study, the MCSs, i.e. the LoC, that are used to control
sustainability are not adequate to secure successful sustainability implementation (Beusch, et
al., 2021). This is explained by the fact that MCS do not present the actual integration of
sustainability (Gond et al., 2012), but only the presence of sustainability in management
control. Therefore, the integration dimensions presented by Gond et al., (2012) are crucial to
understand how integrated the existing sustainability management control tools are into the
overall business. The study of Gond et al, (2012) investigates the process where
management control systems contribute to a more profound integration of sustainability in the
organization, by addressing the MCS and the SCS. Nevertheless, the paper identifies three
types of dimensions of integration considering all four LoC. The sustainability integration
could thus be facilitated or prevented, by the use of these dimensions of integration,
describing the interrelation between social and technical aspects in the organization (Gond et
al., 2012). These are referred to as technical, cognitive and organizational dimensions (Gond
et al., (2012). Gond et al., (2012) encourages the use of this framework in future theoretical
papers, to identify more factors affecting an organization's capability to integrate

sustainability into the MCS.

Technical integration concerns the necessity of methodological practices and processes of
sustainability control into the broader management control system. Gond et al., (2012)

describes that if these processes for sustainability in the SCS is driven parallel with the MCS,

11



decisions will not be made based on the holistic information existing in the organization, thus
leaving sustainability concerns behind. This type of integration is for example accounting
systems, used for reporting sustainability impacts, thus there should exist a presence of a
common calculability infrastructure combining economic and sustainability data and
concerns. The cognitive integration refers to a broad approach which embodies
communication platforms, easing the sharing of information, knowledge, mindsets and
perspectives (Heidmann et al., 2008). Cognitive integration is a tool to circumvent the risk
and existence of one-dimensional socially impaired, cognitive biases (Gond et al., 2012). The
goal with these interactions are dialogues to conquer and redefine cognitive boundaries, thus,
work towards a common frame of reference (Hoffman & Bazerman, 2007). Henceforth, Gond
et al., (2012) recommends an overlap between managers working in different areas with i.e.
control and sustainability, and this exchange of information needs to go into each individuals’
knowledge (Godemann, 2008). Organizational integration stands for the social practice lens,
the things organizations do and not what they have. Gond et al., (2012) states that this
integration is in line with regards to the demand of practice perspectives in management
control in research such as Ahrens and Chapman (2007), Heidmann et al., (2008) and
Johnson et al., (2007). This integration focuses on the enhancement of a shared set of
common practices and processes, with regards to sustainability between different groups in
the organization. This should be evident, even though they might work in different systems
due to different roles. Further, Gond et al., (2012) argues that by defining actors' roles and the
firm's formal structure, the firm is able to reach a systematic integration, regardless of the
technical integration. This definition should be in a form facilitating socialization and

exchange of knowledge between SMs and other managers (Gond et al., 2012).

2.4 Analysis Model

The analysis model used is a composition of LoC and integration dimensions (see figure 1),
which is inspired by the reasoning made in the article of Beusch et al., (2021). Beusch et al.,
(2021) describes all three integration dimensions and how they can be facilitated through
different LoC. Based on the description in the article by Beusch et al., (2021), the analysis
model was composed and illustrated, therefore all integration dimensions do not relate to all
LoC. The analysis model was designed apriori, before the empirical study was conducted.
However, the analysis model was composed to facilitate the analysis of the empirical data

remaining after the thematic analysis (steps 1-5). The arrows visible in figure 1 illustrate that
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the integration dimension is facilitated through the LoC, that is, the prerequisites are that for
the integration dimension to exist, the connected LoC must exist. The 4 different levers of
control in the figure capture the presence of the sustainability MCS in the firm and its
balance, while the three integrations capture the integration of sustainability into the

business. More specifically, the integration captures practices from different perspectives.

The organizational integration entails that all managers in an organization should have a
shared responsibility and perception for sustainability, and its common processes and
practices (Gond et al., 2012). Thus, this type of integration can be facilitated through the
belief and boundary system by seamlessly integrating the economic and sustainability
concerns in codes of conducts and other documents (Beusch et al., 2021). Hence, the
organization integration occurs when all functions have responsibility for sustainability, not
only a separate group (Beusch et al.,, 2021). The cognitive integration, referring to the
practices and processes enabling a shared frame of reference regarding sustainability in the
firm (Gond et al., 2012). The practices, dialogues and discussions leading to the
understanding and exchanging of knowledge between managers can be facilitated to
formalized processes in the interactive control system of the firm (Beusch et al., 2021). This
cognitive integration arises when managers in different functions communicate to conquer
and redefine cognitive boundaries, through the interactive control system that enables
dialogue and debate (Beusch et al., 2012). Thus, the interactive control system enables
cognitive integration, while the interactive control system also enables double-loop learning
(mentioned in 2.3.2 Learning in control systems). Hence, double-loop learning is connected
to cognitive integration, in line with Simons (1995a). The fechnical integration, referring to
the necessity of methodological processes and practices existing with regards to sustainability
concerns, linked to the broader financial system, is relevant to the firm's diagnostic and
interactive control system. Though, a common calculability has to exist between these
systems and the measures (Gond et al., 2021). Technical integration occurs when these two,
diagnostic and interactive control systems, incorporate sustainability measures and financial
performance measures (Beusch et al., 2021). The technical integration is thus connected to

single-loop and double-loop learning (Gond et al., 2012).
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Figure 1: Analysis Model

The analysis model in figure 1 captures both LoC and the integration dimensions, and will
further be used to analyze the collected data. As earlier mentioned, LoC is used with the
purpose to capture the presence of the sustainability MCS, and the integration dimensions
capture the integration of sustainability into the firm. As illustrated, practices and processes
implemented in the company will be used to describe how the sustainability control system is
designed. The model will be illustrated with implications from the analysis further in the

analysis chapter, thus it will be reused further below.
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3. Methodology

The methodology section firstly contains the research design, followed by the data collection.
Then, the data analysis is presented, followed by imitations of the data collection and

theoretical framework. Lastly, quality and ethical aspects of the study are discussed.

3.1 Research Design

The method chosen to answer the research question of this thesis was of qualitative approach,
since a qualitative approach mainly is suitable in order to seek the understanding of a social
phenomenon (McCusker & Gunaydin, 2015). McCusker & Gunaydin (2015) henceforth
mention that a qualitative approach is best suited when the desire is to understand experiences
and perceptions of a community or individuals. Since this research investigates employees
about their profession and their relation to other professions, the research method must allow
the collection of peoples explanations, experiences and perceptions. Thus, a qualitative
research approach was considered the most appropriate. In order to reach the goal of the
study and to answer the research question, a case study was considered most applicable. Case
studies are suitable when practice perspectives are investigated, as well as when the study
aims to investigate the complexity of a phenomenon (Yin, 2003; Patel & Davidsson, 2011),

which coincides with the research idea of this thesis.

3.2 Data Collection

The primary data collected to execute the study was from semi-structured interviews with
different respondents. This method was chosen since it allows the interviewee to get insight
into the thoughts of the respondent, which in turn allows the interviewee to a deeper level of
knowledge as well as understanding of the investigated phenomenon and situation (Gubrium
& Holstein, 2001). Hence, the interview method acknowledges distinct descriptions of
specific events (Patel & Davidsson, 2011). Further, interviews were considered suitable due
to its ability to capture different subjective truths, which are of significance when
investigating aspects such as perceptions and control mechanisms (Patel & Davidsson, 2011).
The data was collected during a time period of approximately two and a half months, when

all interviews were conducted.
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3.3 Choice of Industry & Organization

Since this study investigates the processes and practices related to sustainability in
management control, it was considered appropriate to pick one specific case company to dig
into, to open up the possibility to deepen the understanding, instead of targeting several firms.
The case company chosen was particularly interesting since they made large sustainability
investments and had outspokenly set ambitious sustainability goals. Further the firm was a
large organization operating worldwide. Thus, the firm was interesting to investigate since
they had to coordinate between many different functions, which in turn could create tensions
and complexities in the MCS. The chosen company was a large pharmaceutical company,
operating worldwide as a group with several subsidiaries in different countries, one of them
in Sweden. The Swedish manufacturing unit at the case company was further called MFS for
confidentiality reasons. The company, and its industry, was interesting from a sustainable
perspective since the need for medication will always exist, which might not be the case in
other industries such as fashion where the products are not crucial for survival. Thus, the
pharmaceutical industry was considered suitable since it is vital for global social
sustainability. At the same time, the industry was making a transition into being more
environmentally sustainable, according to Bengt Mattson (2020), sustainable expert at LIF, a
trade association for research-based pharmaceutical industry. The targeted case-company was
currently making a transition to be more environmentally sustainable, hence, to study the
collaboration and relationship between the different professions in this transition became

eminent and interesting.

3.3.1 Collection of respondents

The respondents for the interviews were employees having manager positions, in order to get
information from employees that had a holistic view of the organization. Further, these
employees had contact with each other in some way, which was considered beneficial to
enable the investigation of the relations. However, it was considered crucial that at least one
employee was positioned with a holistic responsibility for sustainability. The respondents are
named as “respondent x”, in order to keep the participants confidential. Though, the titles and

the description of each respondent, as well as interview time, is generally described in table 1.
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Partner

MFS, manufacturing and EMA. Managers
monthly accounts, budgets and financial
forecasts for the MFS.

Respondent | Role Tasks Time
(min)
Respondent 1 | Energy Manager/ | Team leader. Monitors energy consumption, 50
Accountable makes evaluations, and reports to the
Engineer leadership team.
Respondent 2 | Sustainability Focuses on environmental protection and 65
Lead achievement of sustainability goals, creates
action on obstacles, prevents silos, and
ensures and develops sustainability
knowledge throughout the organization.
Respondent 3 | Climate Identifies, manages and quantifies physical 45
Resilience Lead | and transition risks associated with climate
change and a low carbon economy.
Respondent 4 | Governmental Sustainability champion when it comes to 45
Affairs Head procurement and products. Focuses on brand,
and works towards external authorities and
decision makers.
Respondent 5 | CFO & Senior Main focus on tax and partnering, and 40
Tax Director chairman in two pension-funds for the
organization. Partly responsible for the shared
finance function.
Respondent 6 | Country Leader of the commercial part in the Northern | 30
President Nordic | countries. Sets vision and path, and ensures
that everyone is on the same path. Ensures
talent development and attractiveness as an
employer.
Respondent 7 | Head of Part of the leadership team in the 35
Engineering manufacturing function, with responsibility
Maintenance and | over the function called EMA. Accountable
Asset for the whole investment portfolio within
Management engineering. Accountable for method and
(EMA) strategy within maintenance operations.
Accountable for the electricity, steam,
compressed air, sewer and ventilation supply
within asset management.
Respondent 8 | Finance Business | Manages two larger support functions in the 30

Table 1: Collection of respondents
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3.3.2 Structure of interviews

The methodological approach in this research was to conduct semi-structured interviews to
understand the contextual situation (Carollo & Guerci, 2018). Therefore, the focus during the
interviews was to make sure that different predetermined themes were discussed and less
focus was put on the significance of a certain structure of questions. The interviews were
recorded, with the permission of the respondent, to enable the interviewee to concentrate and
listen actively as well as asking follow up questions during the interview. Every interview
was based on the same template of questions (Appendix). The interviews were consciously
structured to allow for flexibility and openness, by asking open questions to the respondent
and to follow-up with questions if needed. This was done to develop the respondents'
reasoning and thoughts, not to limit the answers. This allowance for flexibility, openness and
specific descriptions hence aid to the research in understanding the respondents, their
perceptions, potential issues, and their description of control mechanisms. Since the
interviewee and the respondent spoke Swedish as their native language, the interviews were

held in Swedish. It was decided to simplify communication and understanding.

The interviews were conducted online, through Teams or Zoom, during 30-65 minutes. Both
authors of this thesis were present during the interview to not miss out any important
observations. However, one was leading the interview, and the other one was observing and
making sure that the respondent was answering the question. If needed, the observer had the
possibility to ask follow-up questions to the respondent. The digital interview is argued to be
advantageous since the respondent was able to be in a calm and safe context where the
respondent is comfortable. Hence, the respondent may feel more comfortable to elaborate
upon thoughts. Though, the distance may restrict the interviewee to miss out important
information such as body language or other impressions less visible in a digital setting. To
counteract this risk, the respondent and the interviewee activated the camera, to be able to see

each other's faces and expressions.

3.4 Data Analysis

3.4.1 Thematic analysis

The data analysis will follow the structure of a thematic analysis, namely a six-step method

suggested by Braun & Clarke (2006). This method is suited when conducting a qualitative
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study consisting of interviews. According to Marks and Yardley (2011), thematic analysis is
one of the most common analysis methods when it comes to qualitative research and
interviews. This is since the method allows for identification, analysis and interpretation
through coding (Nowell et al., 2017). Moreover, this data analysis method was chosen
because it allows a dynamic and reflecting process, where the different steps allow the
researchers to go back to the raw material and reflect upon the process and results (Nowell et
al., 2017). The first step, familiarization, is where the interviews are recorded and
transcribed. Further, the transcription was made to increase the awareness of the answers
collected, thus increasing the reflexivity and critical thinking. Secondly, the data was
categorized as the second step, gemerating initial codes. This was done through the
identification of important sections and keywords. In the document with the transcribed
material, these identified aspects were highlighted. This facilitated the progress of structuring
the data, and helped the understanding by focusing on the important aspects. During the

coding process, the interviews were analyzed by both authors to avoid misinterpretations.

The third step, generating themes, was a way of structuring broader categories that several
codes would fit into. Essentially, this phase was about analyzing the codes, thus, reflecting
upon the relation between codes, from codes to themes, as well as if themes could be
categorized into sub-themes. Themes were however partly predetermined in connection with
the analysis model (described below in 3.4.2), hence, the third step resulted in categories
based on LoC and integration dimensions. In the fourth step, the themes were reviewed. Thus,
the codes in the themes were looked into once again to ensure that the right themes reflected
the right raw data. Hence, decreasing the risk for misinterpretation and overlooking of
important information of the codes and in the transcribed material. The fifth step, defining
and naming themes, the authors were reflecting upon the essence of each theme and
determining what kind of angle of the data each theme captures, in line with Braun &
Clarkes’ (2006) description. Braun & Clarke (2006) further underlined the importance of
understanding the scope of each theme. Conclusively, the sixth step is about conducting the
analysis and writing the report (Braun & Clarke, 2006), which the authors were ready for

after following the steps of the thematic analysis.
3.4.2 Analysis Model

After the thematic analysis was conducted, an analysis model was developed from part of the

frame of reference, which is illustrated in 2.4 analysis model, figure 1. The analysis model
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was used to illustrate the LoC and how it facilitated the integration dimensions derived from
Beusch et al.,, (2021). The illustration of the analysis model is argued to facilitate the
understanding for the reader. Thus, clarify how the analysis was conducted, and how the

findings were interpreted.

3.5 Limitations of the data collection

Cassell and Symon (2014) highlight that interviews have a common underlying issue, the
inherent assumptions of the interviewer and the respondent. The issue is due to the fact that
individuals being interviewed have different perceptions, thus this will affect the outcome.
Further, the respondent could also be affected by events prior to the interview, thus the
respondents’ temper could affect the outcome. However, this subjectivity and preconceptions
are affecting all researchers, thus it is inevitable when conducting interviews. Being aware of
this, the authors aimed to reflect upon these issues. Further, there exists a risk of
misinterpretation and misunderstanding when translating interviews, since interviews were
conducted in Swedish and transcribed into English. However, the risk of missing out
information if the interviews were to be held in English directly, was considered as a higher

risk, that was less worth taking.

Another issue addressed by Kvale (2006) is the asymmetry in power dynamics within an
interview situation. This is since an interview more or less is created by a one-way dialogue,
where the interviewee has a monopoly of interpretation. Therefore, it was vital for the authors
to make the respondent feel as comfortable as possible during the interview. Hence, the
main-questions was sent to the respondent before-hand, and the reason for asking these
questions was clearly described to the respondent prior to the interview. This was to enable
the respondent to feel well prepared and to establish an understanding of the interviews’
agenda, without leading the respondent to specific answers. To reduce the monopoly of
interpretation, the two authors read the transcribed material, and both were present during the
whole data analysis, to avoid misunderstanding and misinterpretation. Though, Kvale (2006)
argues that the issues of power dynamics in an interview situation do not reduce the value of
conducting interviews in research. Time is a critical factor regarding qualitative studies
containing interviews, since it is very time consuming. Thus, the time limit is something that
could limit the representation (Patel & Davidsson, 2011). It has to be kept in mind that the

study, and especially the collected data only captures a small time window of the respondents.
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However, the majority of the respondents have been employed for 8-20 years, thus reflecting
perceptions that have been established and developed during a long time. The Sustainability

Lead was newly assigned for the role, but has been employed in the organization for 20 years.

3.6 Limitations of the theoretical framework

Not only does the data collection method have its limitations, but also the choice of
theoretical framework. The LoC framework is constituting a large part of the theoretical
framework, thus it is important to address the known criticism of the framework. Although
the field of management control has been thoroughly investigated, the field, and the control
mechanisms, are argued to behave differently based on different contingencies that affect the
organization (Chenhall, 2003). Therefore, to fully rely on previous research as a basis for
reality could be misleading as the organizations, and their contingencies, are under constant
development. However, this study is based on a model that does not mention any best
practice, but allows for different adaptations. Simons’ LoC have been investigated and used
by many researchers which implies that the framework is applicable in different contexts, and
this framework was considered most appropriate since it has the ability to capture a holistic
view of the control and when studying complexities in management control systems in firms
(Beusch et al., 2021; Chenhall & Moers, 2015). Kruis et al., (2016) underline that Simons’
LoC have been criticized for being unclear in terms of how balance should be interpreted and
understood. They mention that Simons himself never has given a proper explanation of what
balance means, other than the fact that the four levers need to be in balance. However,
research has shown that balance could indicate that diagnostic and interactive forces need to
be balanced within the other levers (Henri, 2006) but also that all levers need to be
simultaneously balanced (Martyn et al., 2016; Widener, 2007). Therefore, the idea of balance

will be based on what previous research has found.

The used analysis model is based on the article of Beusch et al., (2021), as described in 2.5
analysis model. Thus, the analysis model relies on conclusions made in the article by Beusch
et al., (2021), regarding how and why different integration dimensions can be facilitated
through different LoC. In the analysis model applied, the reasoning behind the composition
between integration dimensions and LoC, is not questioned. The fact that the model is based
on another articles’ reasoning may indicate a risk. Though, this risk could be considered as a

limitation, however, the article by Beusch et al., (2021) is recently written, thus increasing the
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relevance. Further, it was considered more robust to refer the reasoning behind the model to
previous research, than to make its own discretionary guesses regarding the connection

between integration dimension and LoC.

3.7 Quality of study

How to assess the quality of quantitative studies is a debated topic (Bryman & Bell, 2011).
Validity is an important quality assessment in qualitative studies. Validity reveals how well
observations and theoretical views coincide and also if the material can be generalized
(LeCompte & Goetz, 1982, referred in Bryman & Bell, 2011). Since this study treats only one
case company where the amount of interviews is limited, the generalizability and validity of
the study could be affected. The case company is, however, not newly established, which
indicates that the structure of the firm is stable and built during several years. This could
contribute to increased generalizability. Additionally, the generalizability is enhanced since
the case company is large, where different professions tend to be more defined compared to a
smaller firm. As mentioned above, the transcribed material will be influenced by the analysis
that is unintentionally made during the process of turning transcribed material into empirical
material. Therefore, the results could be subjective and therefore they might not fully
coincide with the actual observations. To manage this problem, quotes were added to the
empirical material when important concerns were presented, in order to avoid
misinterpretations. The empirical material was also developed and presented through
different angles in order to be able to present as much of the respondents’ perceptions as

possible.

3.8 Ethical aspects

Four aspects could be of significance when it comes to ethics in research. One of them is
harm to participants (Diener & Crandall, 1978, referred in Bryman & Bell, 2011). In this
study, the harm that could occur would be of physical and reputational character. To avoid
physical harm such as stress, the interviews were held in the language in which each
respondent felt most secure and comfortable. The respondents and the organization were also
held confidential to avoid harm to careers which is underlined by Diener & Crandall (1978)
(referred in Bryman & Bell, 2011), as an area that could be harmed. For the same reason, no
information that could reveal the identity of the organization was mentioned. Lack of

informed consent is another aspect that needs to be considered (Diener & Crandall, 1978,
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referred in Bryman & Bell, 2011). In this study, the participants are aware of the fact that they
are participating and they have been informed about the process and the intended outcome.
Each respondent was given the opportunity to read the interview questions before the
interview. Therefore, the participant had the opportunity to drop out of the study if the
questions were not appropriate. Thus, the informed consent requirement was not violated.
The privacy of each respondent was respected during the whole research process, and
respondents were allowed to refuse questions or leave them unanswered. Thus, the invasion
of privacy which Diener and Crandall (1978) (referred in Bryman & Bell, 2011) mention as
the third ethical aspect has been considered. The last aspect is called deception and means
that researchers need to be honest and not mislead the participants (Diener & Crandall, 1978,
referred in Bryman & Bell, 2011). In this study, the authors have been honest about their
background, interest and intentions. No respondents have been misled. Based on the four
ethical aspects presented above, it can be argued that the study has followed an ethical

approach without violating any of the aspects.

In order to further avoid violating the ethical requirement lack of informed consent (Diener &
Crandall, 1978, referred in Bryman & Bell, 2011) the respondents were aware of the fact that
the main topic of the study was sustainability. The questions also revealed that the relation
between economic aspects and sustainability aspects was of large significance. Thus, since
the respondents were aware of the focus on sustainability versus short term economic
benefits, the answers could possibly have been adapted to fit the focus of the study.
Therefore, the interview questions can be criticized for being too revealing. The questions
could have been less specific to avoid this problem. However, this would most likely have led
to violation of the ethical requirement deception (Diener & Crandall, 1978, referred in

Bryman & Bell, 2011) as the respondents would have been misled.
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4. Analysis

The following section contains an analysis of the empirical material, structured in line with
the analysis model (figure 1). Each section describes each LoC, one by one. The three
integration dimensions are merged into each section, in line with the analysis model. This

section is concluded with a short summary of the analysis.

4.1 The case company

The case company was a global science-led pharmaceutical company, focused on R&D,
manufacturing and marketing of pharmaceuticals. This thesis was concentrated on operations
and people in the Swedish part of the firm. More specifically, the study focused on a local
manufacturing function in a mid-sized town in Sweden where the largest manufacturing unit
of the firm was located. As mentioned in 3.3, the manufacturing function will further be
called MFS. The organization had 16 manufacturing units globally and operated in 100
countries, but this part of the organization alone produced 40% of the total volume. The
functions were further divided into 9-10 different ships called Process Execution Teams
(PET) based on different operating activities such as pills, turbo inhalers and active
substances. Each ship had its own Safety, Health and Environment (further called SHE)
representative. The SHE representatives were supposed to act as experts in questions within

their respective area. (Respondent 2 and 3)

The organization was concerned with three areas in sustainability, access to healthcare,
environmental protection and ethics and transparency. The authors and the respondents will
henceforth refer to only environmental protection when sustainability is mentioned. When it
comes to environmental protection and sustainability, the case company had ambitious goals
on what to achieve until 2025 and 2030. The goals that were supposed to be achieved in 2025
are part of Scope I and Scope 2, which represented changes in production and imported
energy, electricity, heat, and steam. For example, one of the objectives was called Ambition
Zero Carbon and implied that the company aimed to become carbon-neutral within Scope 1
and Scope 2 until 2025. It was not until 2030 that the whole value chain, i.e. Scope 3, needed
to become carbon-neutral, throughout the supply chain, in terms of buyers and
end-customers’ disposal. The organization also aimed to decrease its use of natural resources,

and decrease the creation of waste and losses and its climate footprint. When the ambitious
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goals were set in 2015, the CEO also decided that the company would set aside money with
the intention to use this money fund for sustainability projects. The fund came to be called
Natural Resource Reduction Governance Group (further called NRRGG) and was a global
group which distributed money for projects within energy, CO2, waste and water.

(Respondent 2 and 3)

4.2 Belief System & Organizational Integration

The organizational integration will be merged into the other subtitles and will not have its

own paragraph since the purpose of this is to enable integration through proper use of MCS.

The code of ethics in the organization determined how employees work together, guide the
decision making and define beliefs to foster the firms’ culture. Respondent 5 thought that
currently, the organization was permeated by the focus on sustainability, and that the core
values always were present in daily work. The code of ethics seemed anchored in the
organization, and all respondents claimed that they are well known with these. Thus, the code
of ethics seems to create a strong foundation for the whole firm. Arjalies and Mundy (2013)
considered this as vital since the belief system is creating a foundation for the three other
levers. Further, the beliefs were considered to appear clearly in formal documents, such as
code of ethics, in line with Rodrigue et al., (2013). Respondent 2 explained that these values
were integrated as an important part in the phase of recruitment. Hence, it is a priority to
introduce the code of ethics early for new employees, thus this formalized process in the
recruitment integrates sustainability values. Respondent 2 was at the time of the interview
new to the role, Sustainability Lead, hence when the role was allocated, it was decided to
place it higher in the hierarchy to make it have more impact in decision making. Thus,
findings strengthen research arguing that the inclusion of the SM in the firm is highly
relevant (Borglund et al., 2021). It was evident that employees in different teams always
integrated a priority model whenever to take a decision when different concerns were set
against each other. Respondent 2 underlined that the priority model was vital, and the
importance of having a solid model with priorities for everyone to follow. The model told the
employees to put safety, health and environment (SHE) first, then quality, supply and lastly
costs. Further, the model was helpful and applicable in day-to-day business, according to all
respondents, and was closely connected to the code of ethics (Respondent 2 and 5). Hence,

the model is argued to be a vital tool to integrate sustainability and code of ethics into formal

25



processes. The frequent use of the priority model in decision making processes reinforces that
the values in the organization actually constitutes a solid foundation (Arjalies & Mundy,
2013). Since the belief system is clearly integrated into formalized processes, the
organization is one of those actually integrating the beliefs into the formal belief system.
Hence, drawing on Beusch et al., (2021), the organization has a robust tool for integration

sustainability.

However, there existed compulsory education which everyone was obligated to, a process
that may impact the experiences of slowness in people's mindsets. Evidence from respondent
2 and 7, these people being more “slow-adopters”, were often the ones that have been hired
for a longer period. Therefore, it is argued that there should exist a greater focus to educate
these people to enhance the organization integration into the existing belief system, in line
with Gond et al., (2012), to reach a higher level of sustainability integration. Further, this
experience of slowness is a decisive reason for the new role of respondent 2. She clarified
that the responsibility in her role includes sustainability-mindset in decision making, when
starting new processes and new products, thus on the higher level impact the culture of the
firm and make people feel accountable for sustainability. Hence, the role of the Sustainability
Lead could be argued to be a part of a tool to organizational integration, to make people do
their work with the right mindset instead of just having a code of ethics and priority model.
Thus, drawing on Gond et al., (2012), the SM is enhancing organizational integration through
the belief system. Respondent 2 explains that she recently implemented “Sustainability
Champions”, one person from each PET-team to enhance knowledge and information
exchange between different levels and to communicate sustainability beliefs. Thus, the
described structure on how to enhance and communicate sustainability through sustainability
champions, employees may feel a shared responsibility and fair perception of sustainability
goals, enhancing organizational integration (Gond et al., 2012). Evidently, the SM is vital to
enhance the organizational integration through the belief system, a new finding in this study
that might add perspective to the organizational integration dimension described by Gond et

al., (2012).

Before the comprehensive sustainability goals were set in 2015, respondent 1 and 2 did not

experience that the focus on sustainability was that permeated into the company.
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“ The CEO went public [to the firm] and stated that we should be CO2 negative until 2025
[...], over one night sustainability suddenly became something that everyone is working very

hard to achieve” - Respondent 1

Hence, the focus turned very quickly when new goals were committed upon. However, it
became apparent from respondent 1 and 2 that the environmental part in the priority model (E
in SHE), is not as prioritized as it could be in some people's mindset. Respondent 2, 5 and 8
admitted that there still was some type of experienced slowness in getting everyone on board
the sustainability train. Respondent 8, working in a financial function in MFS did not feel that
he had any insight into the sustainability projects going on at the local function. This
slowness in mindset and lack of insights at the financial function, reveals an absence of
organizational integration through the belief system, even though sustainability is integrated
through formal documents (Gond et al., 2012; Beusch et al., 2021). Organizational
integration occurs when all functions have a responsibility for sustainability, according to
Beusch et al., (2021), which the organization does not correspond to. Evidently from this
analysis when drawing on the analysis model, there are challenges in changing people's
mindsets and integrating sustainability to all functions. However, it is argued that, in line with
Gond et al., (2012), there exist formalized practices in the firm, to ease organizational
integration through the belief system. These are intended to enhance the shared set of
common practices in different groups, such as compulsory education, sustainability
champions, and a guiding priority model in decision making. However, this section adds
practical implications on tools used to formalize the beliefs into the belief system, and
examples of practices and processes where the organizational integration is incorporated into
research. This section on the belief system also adds new findings on the importance of the

SM role to enhance organizational integration.

4.3 Boundary control systems & Organizational integration

The organizational integration will be merged into the other subtitles and will not have its

own paragraph since the purpose of this is to enable integration through proper use of MCS.

4.3.1 Regulations, audits & a interactive layer

One of the regulations that the case company had to comply with was the Good

Manufacturing Practice (GMP) regulation, which was crucial within the pharmaceutical

27



industry. To facilitate the understanding and enable implementation of the GMP regulation,
the regulation was applied in detail through its own Standard Operating Procedures (SOP).
There were hundreds of SOPs, and each employee needed to follow the ones that were
important for that individual and the current project. Respondent 1 further underlined that he
was responsible for the fact that the employees comply with their SOPs. It is evident that
these regulations are used as a boundary system within the organization, based on how the
boundaries are expressed according to Arjalies and Mundy (2013), as the GMP regulation
places responsibility on each employee to follow its individual SOPs. However, since
Respondent 1 is accountable for the compliance with the SOPs, it can be argued that the
control system does not work as intended. Thus, drawing on Arjalies and Mundy (2013), it is
not enough to establish the desired behaviors, such as SOPs, and it could be argued that the
existing process of implementation of the GMP regulation, inherently contains weaknesses
and risks. This clearly indicates a finding of a large challenge to the firm, but also the
industry, impacting the boundary control system, in the process of implementing heavy
mandatory regulations. Since GMP tended to be hard to understand, a lot of discussions,
meetings and mails were required to understand how GMP and the SOPs should be
interpreted in different situations and projects. However, these discussions contribute to a
higher level of interactivity within this lever, which makes it more effective. Without the
clarifying communication, the boundaries connected to GMP and SOPs would most likely be

hard to follow.

Similar to how GMP was interpreted and explained through SOPs, new regulations on
sustainability were interpreted and explained through the SHE group. When a new regulation
was introduced, the SHE group was responsible for the translation of this into understandable
documents. Thus, the SHE group adds another interactive layer to the boundary control
system since this group increases the awareness and communicates the restrictions. Thus, as
Arjalies and Mundy (2013) argues, there could exist interactive control in other levers, which
becomes clear in the organization. These findings reveal that the interactive layers within the
boundary system are very eminent, in order to manage the implementation of boundaries, a

new finding discovered.

To assure that the organization followed GMP, Respondent 2 explained that external auditors
frequently visited the organization in order to audit the operations. Thus, it is apparent that

audits are used as a tool for monitoring. This is in line with what Arjalies and Mundy (2013)
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and Schaltegger and Burritt (2010) mention as common boundary tools. It is clear that the
auditors put additional external pressure on the organization which is a useful boundary to
ensure that employees act within the operational restrictions, and to highlight the importance
of the environmental activities as mentioned by Arjalies and Mundy (2013) and Schaltegger

and Burritt (2010).

4.3.2 Risk identification and sustainability regulation: TCFD

Since one year back, the company had been required to follow the Task Force for Climate
related Disclosure regulation (TCFD) since it had become mandatory in the country where
the company had its headquarters. The company had followed TCFD for some years, but it
was not until last year that the reporting was assessed. TCFD required that the organization
report on its risks associated with sustainability and how those risks were managed. TCFD
can be interpreted as another boundary system since the framework is used to identify risks,
which i1s mentioned by Simons (1995) as a typical use of boundary control systems.
Respondent 3 described that different types of risks need to be considered. For example, the
organization needed to identify risks connected to the supply chain and its own factories. The
risks needed to be economically quantified to create an understanding of the investments that
were needed to mitigate the risks. The quantification makes the environmental risks
measurable which, according to Profitlich et al., (2021), is important to prevent failure in
implementation. This regulation opens up for measurability and quantification, making the
sustainability investments more concrete, generating a new finding that was not discovered
before. Thus, this regulation is an example where sustainability gets measurable, something
that due to earlier research (Profitlich et al., 2021; Hart and Milestein, 2003) was rare. The
measurability is also an important part in the integration of sustainability since it is connected
to organizational integration as it is described by Gond et al., (2012). The quantification of
risks makes the environmental issues more visible to employees that are less interested in
sustainability. Hence, qualification and measurability could facilitate the understanding and
socialization of sustainability between different groups, which is in line with organizational

integration by Gond et al., (2012).
Secondly, the transition costs such as environmental taxation had to be considered, and also

how much demand could change in different scenarios where sustainability was more or less

prioritized. Another risk that was taken into account was how large the transition costs would
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be if more environmentally friendly technologies were to be used. Thus, the risks associated
with TCFD further implies that costs that could occur due to changes in the environment or
regulation are important to capture, which is also underlined by Arjalies and Mundy (2013).
Thus, the TCDF framework enables the organization to proactively be aware of its risks and
also to communicate those risks through a climate resilience team (further discussed below)
which informs the whole organization. This makes the lever more efficient as the interactivity

1s increased.

The implementation of TCFD was done through the integration through risk management
processes, where Respondent 3 underlined that it was handled as a financial, environmental
and compliance risk. The climate resilience team included the whole chain: R&D,
manufacturing, supply chain, risk, corporate affairs, global sustainability, product
development, pipeline and finance where finance integrates different parts into the financial
parts. Thus, the interactivity within the boundary control system is further improved through
the fact that the finance team integrates the different sustainability parts into finance. Because
of the large centralisation of the implementation, respondent 3 highlighted that an employee
at the unit in MFS would probably not be familiar with TCFD. Therefore, the interactivity
within the lever may not be sufficient (to integrate sustainability), which may indicate a poor

organizational integration of the boundary system (Gond et al., 2012).

4.3.3 The NRRGG: restrictions & a diagnostic layer

Apart from regulations, the organization also had to follow the restrictions of the allocated
sustainability budget. The NRRGG group allocated the money from the foundation which
had accumulated a total of 100-120 million dollars since 2015. NRRGG required the
receivers of the foundation to have follow up evaluations each month and to evaluate CapEx.
When a request for funding from the NRRGG fund was made, the total cost and the reduction
of the proposal project had to be presented. Thus, the NRRGG fund creates restrictions in
terms of desired levels of achievement that need to be aimed for when sustainability projects
are committed to. This could make employees strive for the greatest sustainable benefit
possible. This is a useful tool to create incentives based on restrictions connected to the
amount of carbon emissions that are permitted. Hence, these restrictions ensure the
coexistence of economic profitability and environmental sustainable effects, thus creating

economic incentives to invest in sustainability as previous research states (Henry et al., 2019;
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Nidumolu et al., 2015; Wiengarten et al., 2017). Before the fund existed, the pay-off time of
the investment was often limited to 1-2 years, but after the establishment of the foundation
the time horizon had escalated to 7-7,5 years. Thus the fund is a tool enhancing
measurements and to circumvent the problem of the time lag in outcome, described by
Profitlich et al., (2021). Thus, these projects did not risk to be deprioritized by elimination of

competition with other projects.

The use of activities that are supposed to decrease carbon emissions is a useful boundary
system tool according to Beusch et al., (2021). This part of the boundary system is used in a
diagnostic manner as it requires monthly evaluations to ensure that the project is on the right
path. This strengthens the claim made by Arjalies and Mundy (2013) and Rodrigue et al.,
(2013), who found that some companies use diagnostic systems to ensure its strategic
pathway. Due to the extended allowed pay-off time, the boundary system is further used in a
diagnostic way as it has expanded the time horizon which creates new conditions on which
projects and employees are evaluated. Based on this, the NRRGG fund can be looked upon as
a driver for diagnostic changes and also single-loop learning as mentioned by Henri (2006).
The NRRGG fund is also connected to the long term sustainability goals for 2025 and 2030.
It can therefore be argued that the fund is used as a boundary that keeps employees from
acting in ways that could harm the environment. This is underlined as an important part of the

boundary system by Beusch et al., (2021).

4.4 Interactive Control Systems, Cognitive & Technical Integration

The cognitive integration and the technical integration presented will be merged into the
other paragraphs and will not have its own paragraph since the purpose of this is to enable

integration through proper use of MCS.

4.4.1 Knowledge sharing

Respondent 2 explained about her role and its significance, and stressed the fact that for
processes and practices concerning sustainability to be successful, it had to be managed

equally through the organization.
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“We can not have one way of working in some parts of the unit, and another way of working
in another unit. Because we have, especially regarding sustainability, one emission”’-

Respondent 2

A tool to manage this was the sustainability champions, who were enhancing interaction.
Additionally, the firm had internal communication platforms, where information and
communication could be exchanged between different levels and groups. Respondent 3
empathized that knowledge sharing inside the organization was becoming more and more
enhanced. Nevertheless, these two tools are a part of the interactive control system. They
could also be argued to function as tools to enhance cognitive integration. That is, they
facilitate the work towards a shared frame of reference, in line with Hoffman and Bazerman
(2007), thus facilitating cognitive integration (Gond et al., 2012). Nevertheless, respondents 1
and 7 experienced that these platforms and the sharing of knowledge is mainly due to
personal interest and own initiatives. Respondent 8 further explained that the sharing of
information could sometimes be overwhelming. Further respondent 7 thought that much of
this information did not reach the manufacturing workers, nor the PET-managers. Thus, the
internal platform, the tool for interactive systems enhancing cognitive integration (Gond et

al., 2012), could be argued to be somehow vague and ineffective from this perspective.

4.4.2 Communication and meetings

Respondents 1 and 2 were closely connected in their daily work and had regular meetings,
having a dynamic dialogue. Though respondent 7 and 8 also worked closely with respondent
2, but experienced that respondent 2 (SM) was there to push them into working even more
with sustainability concerns in projects, or concerning depreciation and expenses in projects.
However, there is evidence that an interactive lever exists, hence, the discussion between
managers and on different levels, as described by Beusch et al., (2021). Respondent 1 and 3
had regular contact with each PET-manager, regarding the process to make the production
more environmentally sustainable. Thus, these PET-managers gathered information from its
production team and forwarded it to respondent 1. Similarly, sustainability champions are
used to enhance communication from a lower level to managers, vice versa. These people are
called single point of contact, by respondents which is to enhance the speed and
concentration of communication. This practice increases the interactive system, however

there are risks that opinions and thoughts could be left out when the information is to be
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consolidated and communicated through one representative. Thus, cognitive integration
(Gond et al., 2012) could be harmed by these single point of contact, while making
communication more effective. However, it seems to be unclear if meetings and contact with
PET-managers and sustainability champions allow for bottom-up experimentation (Simons,
1995b), and if it enhances double-loop learning on lower and manager levels (Henri, 2006). If
these interactive processes would enhance the double-loop learning, bottom-up
experimentation as well as cognitive integration the organization might open up for new idéas

helping strategic uncertainties (Simons, 1995b; Henri, 2006; Gond et al., 2012).

In the communication with the financial function (respondent 8), respondet 1 and 2 expressed
that friction does never appear, due to the external NRRGG fund assigned to sustainability
projects. Hence, controllers and financial managers did not have anything to do with the
budget for investments in sustainability projects. However, before this fund existed, before
2015, economic interests were in conflict with sustainability concerns, which was now
eliminated. Respondent 8 also stated that the financial part of the business was not that
involved in sustainability concerns and projects, which could be due to the fact that these
projects are financed by the NRRGG fund. He also expressed sadness over the fact that the
local financial function did not have larger insights into how finances was connected to
sustainability, at least he could not see that connection in his role. Thus, it is evident that the
NRRGG fund creates large financial opportunities and prevents local projects from
competing with sustainability investments, but at the expense of the local connection between
finance and sustainability. This is a new finding, revealing how financing from a higher level
in the organization could create gaps and decoupling locally in the organization, harming the
interactive system. This decoupling might preserve a level of marginalization, obstructing the
sustainability integration into the MCS. Hence, as described by Beusch et al., (2021), Sharma
and Jaiswal (2018) and Joseph et al., (2018), to avoid this marginalization, continuing
dialogue is required between managers in different levels and positions. Moreover, this
decoupling between finance and sustainability is argued to impair both the cognitive and the

technical integration in the interactive control system (Gond et al., 2012).

Respondent 1 is a part of a global group, only consisting of different sustainability managers
worldwide in the firm. This enhances knowledge sharing between different functions of the
organizations, creating a formal process of interactive control systems (Arjalies & Mundy,

2013, Tessier and Otley, 2012; Bisbe et al., 2007). However, this group consists of employees
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in the same role, thus it can be argued that interactive control is created among different
functions in the organization globally. Though, this group does not contribute to a cognitive
integration since it does not tie together managers in different areas, thus this group may
already have a shared frame of reference (Gond et al., 2012; Godemann, 2008; Hoffman &
Bazerman, 2007). The interaction and meetings in a steering group for environmental
protection, where respondent 1 and 6 are included, is argued to have characteristics leading to
cognitive integration in the interactive control system (Gond et al., 2012). This is since it
includes employees with different roles, enhancing the sharing of different perspectives.
Hence, in line with Gond et al., (2012) this steering group is argued to be a tool in mitigating
the risk for cognitive biases and one-dimensional thinking in the management of the

environmental protection function of the organization.

4.4.3 Education and Learning

As mentioned by Simons (1995b) the interactive control system can be used to create
organizational learning. Evident from respondents, the organization uses many different
interactive systems, such as the internal platform and discussions about interpretations of
boundaries and beliefs. Thus, it could be argued that this high level of interactivity could
facilitate double-loop learning, in line with Henri (2006). For example, when new
sustainability regulations are established, the SHE group communicates the restrictions, while
interpretations are discussed among employees and groups. Therefore, the process regarding
regulation interpretation and adaptation will remain dynamic, and employees will have the
ability to learn from the past and adjust their behavior while questioning old procedures, in
line with Dhananjaya et al., (2013). In turn, the sustainability strategy of the company will

most likely follow the discussions and actions.

Respondents 1, 2, 4 and 7 agree that the organization works with sustainability education to
increase the awareness of the effects of the pharmaceutical industry among employees. The
education is, however, expressed through formal procedures that each employee needs to go
through. However, it is unclear whether this education enhances double-loop or a deeper
learning, since there is still a perceived divergence in knowledge and commitment. This, in
turn, could inhibit strategic renewal towards sustainability goals such as the goals of 2025
and 2030. The manager responsible for sustainability projects experienced that double

reporting occured, thus a process being time consuming. Hence, technical integration to
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manage financial concerns and sustainability projects seems poor from this perspective
(Gond et al., 2012), which also becomes a problem within the diagnostic lever. This
interaction is occurring every month, thus this process of double reporting may be time

consuming.

4.5 Diagnostic control & Technical integration

The technical integration dimension will be merged into the other subtitles and will not have
its own paragraph since the purpose of this is to increase integration through proper use of

MCS.

4.5.1 Goals, sustainability KPIs & evaluation

Due to the global goals that the organization aimed to achieve in 2025 and 2030, many of the
evaluation routines were based on these. Respondent 6 underlined that annual goals were
translated into long term goals and annual goals, where MFS had its own goals connected to
the issues that were important within its unit, i.e. carbon emissions. Respondent 2 mentioned
that the organization had a portfolio for environmental protection which was connected to the
achievement of the goals within ambition zero carbon. Thus, it is evident that the
organization manages to include some sustainability aspects into their diagnostic systems
through evaluation, responsibility and feedback, in line with Simons (1995a). Another
example of this is how the diagnostic layer is added to the boundary system NRRGG, which
is discussed under 4.3.3 The NRRGG: restrictions & a diagnostic layer. Based on that
discussion, the organization uses the diagnostic system to keep on track with its sustainability
strategy which is underlined by Arjalies and Mundy (2013) and Rodrigue et al., (2013) to be

occurring in some companies.

An example of how the sustainability goals were connected to the evaluation was that the role
of respondent 1 required the respondent to monitor and observe changes in energy
consumption. This required that some of the employees reported how the organization was
currently working with attaining the goals, while for example the PET groups were needed in
order to find the actual improvement opportunities. Respondent 3 explained that the goals
often were reduction goals in percentage units. Thus, the organization manages to include

sustainability in evaluation through the use of energy consumption as a KPI. Sustainability
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KPIs is an important part of the diagnostic control system to integrate sustainability (Arjalies
& Mundy, 2013; Rodrigue et al., 2013), and also to monitor that regulations are followed
(Arjalies & Mundy, 2013). This is the case with the reduction goals and the energy
consumption KPIs since they are based on regulations and goals that are based on potential
future regulations. Respondent 1 explained that these parts and the large production units had
monthly follow up meetings on these questions. According to respondent 2, the Sustainability
Leads in the different regions met up and tried to adapt the objectives to new regulations and
requirements, which was also done to the waste reduction area. She also underlined that the
way in which the site chose to achieve its goals was up to the site or the employee, which
could increase the interactivity and the possibility of double-loop learning in line with
Simons (1995b) and Henri (2006). However, the organization also had a site with
ambassadors that inspired and shared knowledge for example when one method was better
than another. Respondent 7 also emphasized the importance of making proper design choices
in an early phase to avoid large costs. The design choices had generated a new KPI called
green design, with the aim to reduce the environmental impact. Respondent 6 underlined that
the company was a KPI led company, which increases the significance of properly developed

sustainability KPIs to achieve technical integration as mentioned by Gond et al., (2012).

4.5.2 Personal goals, strategy document & benchmarking

Respondent 2 and 3 underlined the importance of personal goals. Respondent 2 mentioned
that there was a strategy document created by the respondent which was used as a roadmap
for the entire site, and the respondent used these documents in combination with personal
goals to evaluate performance. When some aspects were questioned, these were to be flagged

as red. Respondent 2 described the strategy document:

“We have a strategy document, a page that describes the background of what we want to
achieve, what initiatives we need to push for, what KPIs we will follow until 2025 to achieve
this, and who is responsible for what part. It is like an aggregated document. [...] Apart from

this, we also create a roadmap that is more detailed up until 2025.” - Respondent 2
Thus, the KPIs, as well as the reduction goals, were connected to the strategy document and

the roadmap, in which they were communicated to the rest of the organization together with

assignment of responsibilities and initiatives. This is a clear example of how the organization
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merges diagnostic and interactive levers. Hence, this increases the possibility of achieving the
desired outcome and creating a situation where employees are aware of their accountabilities.
This is similar to how Henri (2006) and Kober et al., (2003) describe that diagnostic and
interactive levers are important to use as layers. Doubtful parts were also pointed out through
red flags for everyone to see, which further increased the learning. Hence this is a new
finding on how diagnostic control systems could incorporate interactive layers, creating

learning.

Respondent 2 further described that the strategy document and the roadmap were presented
more detailed through broken down subgoals, and underlined that the roadmap was used as
support to achieve the goals in scope 1 and scope 2. Respondent 3 highlighted the importance
of broken down sustainability goals, as these were important to facilitate the understanding of
sustainability objectives from a team perspective or even from an individual perspective. This
made it easier to comprehend who was responsible for what type of reduction. In some cases,
one site could have decided to expand in the next year which created opportunities for
negotiation as another site might have had to reduce its pollution on the behalf of the other
site. However, respondent 8 thought that broken down goals connected to sustainability were
lacking in his functions’ roadmap, thus the local financial function. This could indicate that
the technical integration within the diagnostic lever is inadequate as the sustainability focus
seems to be driven in parallel with the rest of the MCS. This is something that needs to be

handled, according to Gond et al., (2012), as it inhibits sustainability integration.

Apart from these measures, the organization also benchmarks to other firms for example
when it comes to risks. This is a useful diagnostic tool according to Arjalies and Mundy
(2013). The benchmarking puts pressure on the organization to improve itself. Thus, the
method might benefit the sustainability strategy through feedback in terms of comparisons

that can be used to adjust actions and goals.

4.5.3 NRRGG: diagnostic characteristics & lack of interactive characteristics

Each site that had been allocated money from the NRRGG foundation was also evaluated at
the end of the year. Respondent 1 underlined that if the allocated budget had not been fully
used, the budget was to be reduced for the next year. The NRRGG budget was also evaluated
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monthly at a local level where controllers made assessments through CapEx, deviations and

comments. Respondent 1 commented that the monthly evaluations were not that decisive:

“But it is more formalities to not forget about them. [...] Actually, it becomes double
accounting from my side, parly locally, but also globally, but that’s no problem.” -
Respondent 1

Thus, as mentioned under 4.3.3 The NRRGG: restrictions & a diagnostic layer, the diagnostic
system is prominent in the NRRGG process. The allocated budget is evaluated both monthly
and annually. However, the monthly evaluation is not as important, which may decrease the
feeling of accountability that could result from properly used diagnostic control systems.
Though, respondent 3 mentioned that the organization tried to find similar, or used the same,
KPIs for different NRRGG projects to make the projects comparable. This made it easier to
evaluate the projects on the same conditions. Thus, the organization’s focus on the use of
similar KPIs increases the relevance of the diagnostic control as the projects can be assessed
based on the same conditions. A disadvantage to the diagnostic control, however, might be
that CapEx is still mentioned as a frequently used evaluation basis. This might be inevitable

but could still negatively influence the outcome of sustainability projects.

Respondent 1 described that the creation of the budgets was one of the few moments when
the site communicated with finance, but that communication with controllers was more
frequent as it occured each month. Apart from that, communication between the site and
financial parts of the organization also occurred when projects were being written off or
activated. At that point, the finance business partner (Respondent 8) was involved. Thus, the
NRRGG budget process is one of few moments when site and finance actually communicate.
This could mean that the interactive layer to the NRRGG process is inadequate and could

require more interactivity.

4.5.4 NRRGG: an integrating process

It is evident that investments from the NRRGG fund have the ability to satisfy both
sustainability and economic concerns, which coincides with Nidumolu et al., (2015) claiming

that there actually exists economic incentives to leverage sustainability, which have the
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ability to enhance firms performance. Though, evident from the data, if these investments are
to be accomplished, measures and standardized KPIs have to be compatible with the project.
Profitlich et al., (2021) argues, there exists difficulties in measurability in sustainability
investments, however the NRRGG fund illustrates a finding contradicting that measurability
would be a challenge. The application process was clearly developed, and allowed projects to
be evaluated to fit both economic and sustainability profits. This new finding is a clear
example on how to enhance sustainability investment through the diagnostic lever. However,
Profitlich et al., (2021) underlines the increased uncertainty of sustainability investments, but
the separation of funding in the organization mitigates this problem and allows for longer
investment horizons. Thus, the NRRGG fund could be classified as an important
sustainability integrating process into the MCS, which sets the sustainability projects in a
higher priority than earlier. The whole process from pre- study, application, follow-up and
evaluation make this process to be in the diagnostic control system. Evidently, this fund is an

important basis for how the rest of the control in the investigated organization looks like.

4.5.5 Sustainability incentives

The managers that were allocated higher up in the hierarchy were being evaluated based on
their achievement of goals and were also given a performance bonus based on this. The
company recently decided that a part of the bonus compensation was to be determined by the
managers individual reduction of climate pollution. Respondent 4 and 6 referred to this as a
scorecard where the number of electric vehicles and the number of trips were crucial factors.
Respondent 6 underlined that the environmental part of the scorecard was one of four areas,
where the three other areas were connected to growth, products and innovative science as
well as financial goals. This scorecard was still under development by a group called Nordic
Sustainability Council, which aimed to develop the scorecard with even more sustainability
aspects. The fact that the company has started to connect managers’ bonuses to climate
pollution measures through a scorecard implies that the diagnostic part of sustainability is
becoming more apparent. This indicates that the organization has managed to include
measurable sustainability parts into its diagnostic control to some extent, which is important
in order to avoid ignorance of sustainability according to Gond et al. (2012), and also to
enable single-loop learning as mentioned by Henri (2006). The measurable diagnostic
sustainability parts could later on be combined with an interactive manner to enable

double-loop learning as well. The measurability is also important to succeed with
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implementation according to Profitlich et al., (2021). The scorecard also creates a possibility
for managers to be evaluated on a combination of traditional and sustainability measures
which could indicate a technical integration as mentioned by Gond et al., (2012) and Beusch
et al., (2021). Thus, the traditional management control and management control for
sustainability are not driven parallel, but in a combined scorecard. There could exist a poorly
technical integration between the financial system for budgets and the system for
sustainability project run at MFS, since respondent 1 experiences a slowness when to present
and follow up the project with the financial business partner and controllers. Although the
respondent does not think this is a bigger issue, it may be interpreted as a weakness in the

technical integration.

4.6 Challenges

Conclusively, it has become apparent from interviews that there are some important industry
specific characteristics which are forming great challenges for the organization in working
towards a more sustainable business. They are considered vital to understand, since they form

the conditions for sustainability integration into the MCS in this industry.

4.6.1 Realization of Scope 3

Respondent 3, 4, 6 and 7 were coherent regarding the challenge of the realization and
implementation of Scope 3. The achievement of this goal was considered challenging since it
required it to be sustainable throughout the whole supply chain, which was something

considered hard to control and manage.

“The biggest challenge is to find partnership in Scope 3, the suppliers, this is indirectly
emissions including the supply chain, but also the usage of our products (...) the challenge is

to get them on the train.”- Respondent 3

To tackle this challenge, respondent 3 considered the creation of incentives, which included
making suppliers connect to the TCFD regulation, encourage transparency and create long
term relations. Respondent 4 thought that responsibility would shift towards his function even
more, when to achieve scope 3. Respondent 7 also highlighted the economic aspect,
investments to achieve scope 3 must also be balanced with the price for pharmaceuticals, the

product in the end. Hence, according to previous research, the industry evidently contributes
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to heavy environmental exploitation (Chaturvedi et al., 2017; Milanesi et al., 2020; Belkhir et
al., 2019), thus have many possibilities to shift into more sustainable. Previous research has
also stressed that the industry needs a holistic approach throughout the entire product life
cycle to be sustainable (Chaturvedi et al., 2017). This is something the case company is
clearly working towards through scope 3. However, the achievement of scope 3 becomes
substantial but very challenging, since it requires suppliers and buyers to change, which is
complex to affect. This is clearly a new finding not discovered before the study, which

impacts the possibility of integration sustainability in MCS.

4.6.2 Regulation and Legislation

The respondent thought that economic aspects and sustainability seldom came into conflict.
Nevertheless, all respondents agreed that it was rather a challenge to balance sustainability
and the patients’ health. If these would be set against each other, which they were sometimes,
the situation could become very complex. This was since a patient's well being and medicines
effects were of highest priority, while comprehensive regulation such as GMP is hard to
balance with sustainability projects and initiatives. Respondent 5 highlighted that there were
great challenges in impacting tax legislation which currently impact the organization
negatively, and disadvantages the business when sustainability investments were made in
different areas. The respondent further underlined that this legislation was out of date, and
that she worked hard to put pressure on these external actors, since it would bring economic

interests and long-term sustainable benefits.

“ Yes, one challenge is the tax legislation which supports sustainable investments. It is very
outdated, it is from 30 years ago... sustainability is almost considered as something bad that

disadvantages the business” - Respondent 5

Thus, there is legislation that could disadvantage the firm in some cases, which are difficult
to change. Nevertheless, the industry is heavily regulated, both from a patient's health
perspective and tax legislation perspective. Thus obstructs the organization from rapidly
changing towards a more sustainable business. It becomes evident that there is a challenge to
implement the regulations effectively through the organization, while not letting
sustainability focus on the behalf of patients' health. This is considered as a new finding

which affects the sustainability integration in the MCS.
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4.6.3 Measurability

Respondent 2 highlighted the challenges that lots of functions and organizations were
involved, and thus it was considered vital that everyone involved met at the same KPIs, and
that decisions made are environmentally sustainable and justifiable in the organization.

Respondent 3 had similar thoughts about the challenges in the near future.

“I think it is a bit complex to understand your own role, when talking about these ‘large

pieces of cake’, ‘What do I have to do with these in my role?’”- Respondent 3

Thus, it was challenging to continuously decompose the holistic sustainability goals, to make
every employee feel accountable and responsible for these in their work and their personal
goals. Hence, respondent 3 highlighted that to counteract this problem, they tried to
decompose each goal to a team-level or a personal level. Respondent 8, however, experienced
that sustainability KPIs were hardly reflected in the goals and scorecard in this function.
Thus, the financial work he was doing was somehow decoupled from sustainability goals of
scope 1, 2 & 3, and broken down subgoals were lacking in his function. Hence, as evident in
previous research such as Profitlich et al., (2021), one of the greater challenges in this
industry is to achieve a coherent measurability, e.g. KPIs leading to decisions that are made
are environmentally sustainable and justifiable. Hence, it is evident that the challenge of
measurability is true for this organization, which only confirms previous research. Though, as

discussed in 4.5.3 NRRGG: diagnostic characteristics 6

4.7 Summary of Analysis

To clearly summarize the analysis, figure 2, updated analysis model with summary points,
captures the practices and processes present in the sustainability control. Further, it illustrates
whether the LoC and respective integration dimension are identified as poor or strong.
Evidently, the discussion reveals that the code of ethics is closely anchored and integrated
through formalized processes into the belief system. The belief system permeates the
organization and lays a solid platform for the rest of the control system to stand on, which is
vital for the rest of the levers according to Arijales and Mundy (2013). Formalized processes

and practices in which the sustainability integration becomes apparent is through the priority
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model used, communication through sustainability champions, the recruiting process, and the
implementation of the Sustainability Lead (the SM of the organization) on a higher level in
the organization, as illustrated in figure 2. This confirms research by Beusch et al., (2021),
claiming that integrating sustainability into the belief system is a robust tool, as well as these
formalized processes and practices found could enhance the intensive dialogue between
managers, to prevent marginalizing of sustainability. Further, it is argued that the belief
system clearly facilitates organizational integration, but is very much dependent on the SM,

as illustrated in figure 2.

The organization has a strong boundary control system which is revealed by the large number
of formalized restriction processes such as TCFD, SOPs, (implementing the GMP
regulation), NRRGG and audits (see Figure 2). Through these processes the organization
manages to create a holistic picture of the restrictions and risks connected to the the
sustainability and financial work through the quantification of environmental risks and
organizational integration. The quantification is important for organizational integration and
could thus enhance sustainability integration, confirming the research by Profitlich et al.,
(2021) and Gond et al., (2021). However, the integration of TCFD, regulation of
sustainability risks, seems to be vague since the climate resilience team has not distributed
the knowledge to employees at lower levels. Thus, the organizational integration could be
argued to be poor, as shown in figure 2, since TCFD is essential in the sustainability work

and thus the long-term strategy for the organization.

The overall interactive control within the organization is evident through the interactive
platforms, sustainability champions, a global group, regular meetings, the SHE group and the
single point of contact (see figure 2). Thus, the organization has many interactive processes
that could contribute to double-loop learning, which in turn could facilitate sustainability
integration into MCS through increased engagement and knowledge. However, the fact that
platforms depend on individual interest risk interactive practices and cognitive integration to
be deprioritized, however, the interactive platforms are considered to create a fair cognitive
integration (see figure 2). Further, it is unclear whether compulsory education in
sustainability leads to deeper learning, i.e double-loop learning. Further, the perceived
slowness reveals that the interactive system may need enhancement and even more processes
and practices facilitating sustainability integration, such as interactive education and

discussions, enhancing cognitive integration as well. From the analysis, it is evident that the
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NRRGG process lacks interactive layers as the process focuses only on measures and
diagnostic factors such as evaluation, goals and carbon emissions. The group is also
centralized, which could create marginalization of sustainability (Beusch et al., 2021) and
poor cognitive integration (see figure 2). Thus, the NRRGG group is important to incorporate
sustainability and create cognitive integration (see figure 2). This is important for
sustainability integration into the MCS. However, the NRRGG process could become more
interactive in order to create double-loop organizational learning which, in turn, could
increase the understanding of the integration of the sustainability strategy. Further, the
technical integration could be considered as poor, since inefficiency is apparent in the

reporting process of sustainability projects (see figure 2)

In general, the diagnostic control system seems to be vague, which is coherent with the study
by Arjalies and Mundy (2013), where many firms lacked the diagnostic part in their work
with sustainability. However, there are processes implemented which are characterized by a
diagnostic control system. These are the process of applying and evaluating projects funded
by the NRRGG group, risk and scenario analysis in line with TCFD, some smaller
sustainability KPIs, bonus connected evaluation measures (scorecard), reduction goals and a
strategy document and roadmap, as shown in figure 2. Though, it is apparent that the
sensemaking of sustainability goals for each employee, i.e. broken down sub-goals, is one of
the greater challenges in the organization. Hence, it becomes apparent that measurability in
sustainability is a challenge that still is evident in some cases, partly confirming Hart and
Milstein (2003), Epstein et al., (2010) and Profitlich et al., (2021). However, some part of the
diagnostic system allows for measurement creating value, thus parly contradicting the earlier
research. Hence, the diagnostic control system does not seem to be that comprehensive,
which could be argued to inhibit sustainability integration. Though processes enhancing
technical integration are evident in the scorecard. However, the technical integration seems to
be poor in terms of the financial systems for budgets, and the system for sustainability
projects (see figure 2). Overall, the organization seems to be balancing empowering and
controlling control in line with Simons (1994; 1995b) (i.e. balancing belief systems and
interactive control with boundary systems and diagnostic control) which can be seen in figure
2 where the two sides both have one strong and one poor integration. From the discussion
above, it can also be said that the diagnostic and interactive controls are used as layers to the
other two levers since the diagnostic and interactive controls often are combined with tools

within the other two levers. This is the case, for example, when boundaries such as new
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regulations are discussed and interpreted. Thus, the organization uses the diagnostic and

interactive controls as described and advocated by Henri (2006) and Kober et al., (2003).
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Lastly, as stated in figure 2, three larger challenges based on the characteristics for the

industry are presented. These are considered important to include since they affect the

sustainability integration into the MCS. The three challenges evident from the discussion

were: implementation of scope 3, regulation and legislation and measurability. The challenge

within scope 3 is crucial to combat the large environmental exploitation within the

pharmaceutical industry, mentioned by Chaturvedi et al., (2017), Milanesi et al., (2020) and

Belkhir et al., (2019). Regulation and legislation could also inhibit the industry from moving

forward when it comes to sustainability, while measurability issues create obstacles in terms

of decoupling of sustainability, as mentioned by Profitlich et al., (2021).
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5. Conclusion, Discussion & Further Research

This final chapter summarizes the main findings of the thesis, and presents contributions to

research. Lastly, recommendations for further research are presented.

5.1 Conclusions

- Q: How is sustainability present within the different levers of control and how is this
integrated through the integration dimensions? And what challenges could obstruct

the sustainability integration into MCS?

It has become apparent that the case-company uses different practices and processes in all
four levers of control, to integrate sustainability into the MCS. As described in the discussion
(4.0), the belief system is formalized into the control through a code of conduct which
evidently confirms previous research by Beusch et al., (2021), Arjalies and Mundy (2013)
and Rodrigue et al., (2013). The belief system, however, seems to be most prominent of all
four levers. Since the belief system is clearly anchored, it facilitates organizational integration
through different processes and practices. Surprisingly, the role of the SM seemed to be vital
for organizational integration to proceed. Moreover, the boundary system in the organization
follows previous research by Arjalies and Mundy (2013), Schaltegger and Burritt (2010) and
Beusch et al., (2021) who discuss how sustainability is often integrated into the boundary
system. Nevertheless, it was surprising that the boundary system included many interactive
aspects enhancing organizational integration. Though, these boundaries were not clearly
permeated at the lower levels in the organization. The boundary system in the NRRGG fund
is creating great economic incentives to invest in sustainability projects, while also enhancing
single-loop learning. The organization has created several processes and practices in the
interactive control system, which are frequently used. Although, these are argued to be
ineffectively managed and could thus inhibit learning, and thus hinder cognitive integration.
The interactive system however, encourages a dynamic dialogue, when new regulations are to
be implemented and interpreted, enhancing the double-loop learning. Nevertheless, it is
doubtful if education and single point of contact communication is enhancing this type of
learning, and may harm cognitive integration in the system. The NRRGG fund has many
benefits, but it creates a decoupling between finance and sustainability locally, which could

be argued to be an example when lack of interaction leads to marginalization of sustainability,
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a concept described by Beusch et al., (2021). The diagnostic control is surprisingly more
comprehensive than described by previous research of Arjalies and Mundy (2013), and the
freedom in how to achieve measurable goals is enhancing double-loop learning. However, it
is coinciding with previous research that the organization is frequently using measures to
benchmark against competitors, in order to make sure that they stay on the right strategic
pathway (Arjalies & Mundy, 2013). It is evident that the firm uses KPIs in the evaluation of
the NRRGG fund frequently. Simultaneously, this study strengthens that measurability is
challenging, especially finding coherent KPIs throughout the organization, which inhibits
technical integration. Due to the large focus on the belief system and the boundary system, it
can be concluded that the organization balances empowering and controlling control, in line
with Simons (1994; 1995b). The organization further uses the diagnostic and interactive
control systems as layers to the other two systems, which is a useful way of balancing the
levers according to Henri (2006) and Kober et al., (2003). Lastly, three great challenges have
been identified through this thesis, which are specific to the industry. These are considered to
be crucial to understand and pay attention to, since they currently affect the possibility to
integrate sustainability in the MCS. As earlier explained, these are the implementation of

scope 3, regulation and legislation, and difficulties in measurability.

5.2 Discussion of conclusions

5.2.1 Discussion and contribution from analysis model

By drawing on the analysis model to the data gathered from the case company, practices and
processes existing to integrate sustainability in the MCS, could be identified, Through the
model, it could also be estimated if the LoC was used to integrate sustainability and if it
indicated a strong or poor sustainability integration. The integration dimensions further
enabled a deeper understanding of the sustainability integration, and the analysis model could
thereby help to understand if the integration dimensions were strong or poor, and what factors
affected this. Through the use of the analysis model, several findings have been generated to
contribute to previous research. The findings on different practices and processes used in the
LoC, and further how they facilitate the integration dimensions, are nuanced and deepened by
this study, thus extending Arjalies and Mundy (2013). Since Arjalies and Mundy (2013) did a
broader study on several firms, this thesis allows for a more concentrated study in only one

firm. Further, the study extends and adds perspectives to research by Beusch et al., (2021)
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and Gond et al., (2012) through deeper understanding of the actual integration of

sustainability MCS into the overall business, which is discussed under 5.7 Conclusions.

The thesis confirms research on how sustainability is integrated in MCS, such as mentioned
by Arjalies and Mundy (2013) and Rodrigue et al., (2013), the diagnostic control system is
often used to keep on track with the sustainability strategy. The education held for employees
seems, however, to be a weak tool to enhance this integration. Nevertheless, the thesis reveals
extending findings to the diagnostic system, to integrate sustainability. Hence, previous
studies have confirmed that there exists an issue with measurability in sustainability in the
diagnostic control system (Profitlich et al., 2021; Hart and Milstein, 2003; Epstein et al.,
2010). Through drawing on the analysis model, this study contributes with nuances to this
claim. Accordingly, this thesis indicates that coherent KPIs and broken down sub-goals on an
individual or team level, is a struggle to establish. However, when evaluating investments in
sustainability, which project to invest in and which not, this case-study has revealed that there
are great possibilities to measure coherently, and create economic and sustainability
incentives simultaneously. These incentives created could further guide organizations to a
stronger diagnostic control system, integrating sustainability, and motivate organizations to
keep their long-term sustainability strategy. Moreover, the role of the SM becomes vital for
organizational integration described by Gond et al., (2012), used in the analysis model. It is
argued that this thesis extends the research on integration dimensions by Gond et al., (2012),
meaning that a type of role mode such as the SM is eminent for the organizational integration
in the belief system. Thus, this finding connects previous research between the role of the SM
and previous research on sustainability integration in the MCS, that is, through this study the

meaning of the role in a MCS-context could be described.
5.2.2 Discussion and contribution to perspectives on sustainability integration

Slack et al. (2015), as well as Ghosh et al., (2019), inquire new perspectives of the theoretical
field in sustainability and MCS, which is generated through this study. In combination with
the choice of the pharmaceutical industry, this study also contributes to the research
demanded by Milanesi et al., (2020). Milanesi et al., (2020) underlined that the managerial
literature perspective was missing within the pharmaceutical industry research. Ahrens and
Chapman (2007), Heidmann et al., (2008) and Johnson et al., (2007), have raised a demand
for research with practice perspectives in MCS. Thus, this study contributes with insights on

how managers perceive sustainability integration in the MCS within the pharmaceutical
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industry, from a practical perspective. The study also makes a contribution by identifying
comprehensive practical challenges the industry stands in front of, which has not been clearly

described in previous research.

From the analysis, contributions from a managerial perspective and how managers perceive
this sustainability integration in the organization could be drawn. This thesis is strengthening
the previous research on how important this type of role is, such as Borglund et al., (2021),
from a practical managerial perspective. Not at least, on how important it is to incorporate the
existing belief system into the organization, thus prompting the organizational integration of
sustainability. Even though sustainability has been increasingly integrated into the
organization over time, the relevance of the role seems to be enhanced, rather than
diminished, which thus strengthens the findings of Risi and Wickerts (2017) and Borglund et
al., (2021). Conversely, these findings contradict research by Strand (2014) and Bondy et al.,
(2012) that the role would have a diminishing significance as sustainability gets more

complex in the firm.

Conclusively, the study contributes with insights on how the sustainability integration control
could look like in a firm, in terms of specific practices and processes. Since the industry
contributes with heavy emissions and exploits the environment, it is eminent to contribute
with research on how to make the industry less polluting and more sustainable. The
conclusion of the study contributes to the general knowledge on how pharmaceutical
companies manage its control tools in order to integrate sustainability. This knowledge is
useful primarily for the case company since it will be given the possibility to understand its
sustainability integration through the perception of its employees. Additionally, it could also
be useful for other companies within the pharmaceutical industry who aim to create a greater
understanding of how control tools are perceived by different employees. Hence, findings in
this study shed light on new pathways and inspire other firms within the industry to follow.
The three largest contributions to practice is that the sustainability integration is inhibited by
challenges, such as, regulations (which creates trade-off between health and sustainability),
industry specific environmental issues (which creates challenges within the whole cycle) and
common measurability. These challenges mirror characteristics existing in the industry, thus
eminent to be aware of to proceed with the development of sustainability integration in the
MCS, and to tackle further challenges in sustainability. Hence, these challenges are subject to

the pharmaceutical industry in general, which contributes to the theoretical generalizability of
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the study. Thus, the findings shed light on these large challenges, which are valuable to be

aware of for other firms in the industry.

5.3 Limitations & further research

The fact that this study investigates sustainability creates a potential limitation in terms of the
consequences of legitimacy seeking and green washing which might be hard to detect. This
means that some respondents could choose to present themselves, and their organization, as
more sustainable than they actually are. Thus, research making observations through a field
study within this topic would be interesting for further research. The NRRGG fund decreases
the generalizability of the study but also opens up for possibilities to investigate the same
question in an organization where financing of sustainability projects is more restricted. In
future research, a comparison between such different companies would be interesting to

understand if, and how, liquid assets are crucial for sustainability.

As mentioned in the conclusions, an important aspect within the pharmaceutical industry is to
integrate sustainability throughout the whole product life cycle (Chaturvedi et al., 2017). This
is referred to as scope 3 within the case company and contains the supply chain, customers
and users. Scope 3 is a large challenge within the company and is not fully captured in this
study since the study focuses on MCS. MCS are not enough to manage and understand
external challenges such as customer usage. Therefore, it would be valuable to see further
research on how organizations in the pharmaceutical industry and other manufacturing
industries, on how sustainability goals connected to the whole supply chain are implemented
and realized. From the interviews, it also became clear that the pharmaceutical industry faces
challenges when it comes to social sustainability, which was out of the scope of this study.
Therefore, it would be interesting to see the same type of analysis but with focus on social

sustainability rather than environmental sustainability.

The three large challenges identified in the case-company are identified, and are found to
impact the sustainability integration in the MCS, and affect the industries development at
large. However, there are still question marks stretching beyond the scope of this study, but
interesting for further research. Thus, this thesis lays the beginning of the pathway, through
identifying these challenges. Nevertheless, further research could keep digging into these

industry specific challenges and further investigate in what way or to what extent they affect
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the sustainability integration in MCS in detail, perhaps identifying tools to mitigate or

circumvent them.
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Appendix

Template for Interview Questions

1.

2.

10.

I1.

12.

13.

14.

15

16.

17.

Could you tell us about your function and your role in the organization?

How do you experience that you have influence to form your role?

What restrictions do you have in your role and your tasks that you need to stick to?
How is your performance and accomplishments evaluated?

What is your relation/connection to the management team?

Could you describe your contact and collaboration with other managers in your
function?

Have you ever experienced that financial and economic concerns ever have come in
conflict with sustainability concerns? In what situations?

What priorities are important in your role in terms of sustainability?
What values and priorities do you consider most important in terms of sustainability?
What economic concerns do you include in your decision making?

If you were in front of an investment decision where sustainability aspects would be
vague, but the economic benefits are large, what would the reasoning look like?

If you would have to make a decision about an investment, but there are insecurities
about the profitability, what would the reasoning look like?

What challenges do there exist for the investments in sustainability that the
organization currently is making? Would you describe specific practices?

What priorities are most important in sustainability projects?

. What is your perception of how knowledge and information is shared and exchanged

in the organization?

When the ambiguous goals of sustainability were set, what type of change did you
experience in the organization?

Could you describe if there are challenges in your role that makes the work with
sustainability difficult?
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